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PART I

tem 1. BUSINESS
General

St. Jude Medical, Inc., together with its subsiégfcollectively St. Jude, St. Jude Medical, tleenPany, we or us) develops, manufactures
distributes cardiovascular medical devices forglobal cardiac rhythm management, cardiac surgangliology, and atrial fibrillation therapy
areas and implantable neuromodulation devices fi@aoperating segments are Cardiac Rhythm Manage(@RkM), Neuromodulation
(Neuro), Cardiac Surgery (CS), Cardiology (CD) &tdal Fibrillation (AF). Each operating segmenttses on developing and manufacturing
products for its respective therapy area. Our jpadgroducts in each operating segment are aswsll CRM —bradycardia pacemaker syste
(pacemakers) and tachycardia implantable cardiewdfibrillator systems (ICDs); CS — mechanical dasue heart valves and valve repair
products; Neuro — neurostimulation devices; CD seuéar closure devices, guidewires, hemostatisdiiters and other interventional
cardiology products; and AF — electrophysiology \E&heters, advanced cardiac mapping systemstaatioa systems.

We market and sell our products through both actisales force and independent distributors. Tiveipal geographic markets for our
products are the United States, Europe and Japaral$¥ sell our products in Canada, Latin Amerasstralia, New Zealand and the Asia-
Pacific region. St. Jude Medical was incorporateilinnesota in 1976.

Effective with the acquisition of Advanced Neuroratation Systems, Inc. (ANS) on November 29, 2008 fermed the Neuromodulation
Division to focus efforts on the related therapgaa. Neuromodulation is the delivery of very smaicise doses of electric current or drugs
directly to nerve sites and is aimed at treatiniepés suffering from chronic pain or other disaglnervous system disorders. The estimated $1
billion neuromodulation medical device market hggegienced historical growth of over 20% during lthet several years. Several potential
therapeutic areas such as Parkinson’s diseasatiessemor, migraine headaches, depression, shs@esompulsive disorder, obesity, angina,
interstitial cystitis and tinnitus may also providgportunities for revenue growth. We expect tdlitate the flow of new and innovative

products in CRM and in Neuro by using the researahengineering expertise of both operating segsnastwell as our manufacturing
resources. See “Acquisitions and Minority Investisefor more information regarding the ANS acquit

Effective January 1, 2005, we formed the CardiolBgyision to facilitate management’s focus not oalythe Angio-Seal™ product line, but
also on other products in the cardiology markets.ilend to build on the market leadership of timgid-Seal™ vascular closure product line
through selective investments in emerging theraipi¢ise interventional cardiology market. Our agifion of the businesses of Velocimed,
LLC (Velocimed) in 2005 provides us with immediatecess to embolic protection, patent foramen oslakure and guidewire support system
product platforms that serve growing segments efitkerventional cardiology market. See “Acquigisaand Minority Investments” for more
information regarding the Velocimed acquisition.

We also formed the Atrial Fibrillation Division efftive January 1, 2005 to focus efforts on thetedlgherapy areas. We expanded our product
portfolio in atrial fibrillation through the acqui®n of Endocardial Solutions, Inc. (ESI) in 20@&ilding upon our acquisitions of Epicor, Inc.
(Epicor) and Irvine Biomedical, Inc. (IBI) in 2008ee “Acquisitions and Minority Investments” for reanformation regarding these
acquisitions. We believe that atrial fibrillatioh & prevalent, debilitating disease state thabiefiectively treated at this time. Device
technologies are emerging that may provide thettiapenprovements compared to current treatmentadifition, the electrophysiologist, the
medical specialist who treats atrial fibrillatioritivdevices, is also the primary customer of ICB&® believe that providing advanced atrial
fibrillation products to electrophysiologists wijenerate goodwill that may lead to increased |0Bssa

We aggregate our five operating segments into gpontable segments based primarily upon their amoiperational and economic
characteristics: CRM/CS/Neuro and CD/AF. Our perfance by reportable segment is included in Noteflthe Consolidated Financial
Statements in the Financial Report included in2005 Annual Report to Shareholders and filed adtixh3 to this Form 10-K.
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The table below shows net sales and percentageabfiet sales contributed by each of our five apieg segments for the fiscal years ended

2005, 2004 and 2003:

Net Sales(in thousands) 2005 2004 2003
Cardiac rhythm manageme 1,924,841 1,473,77 1,240,37!
Cardiac surger 273,87 274,97¢ 270,93:
Cardiology 437,76¢ 388,58: 296,36
Atrial fibrillation 253,81( 156,84( 124,83t
Neuromodulatior 24,98: — —
2,915,28! 2,294,17. 1,932,51.
Percentage of Total Net Sale 2005 2004 2003
Cardiac rhythm manageme 66.(% 64.2% 64.2%
Cardiac surger 9.4% 12.(% 14.(%
Cardiology 15.(% 16.9% 15.2%
Atrial fibrillation 8.7% 6.8% 6.5%
Neuromodulatior 0.%% — —

Principal Products

Cardiac Rhythm Management Our pacemaker systems treat patients with fi¢aat beat too slowly, a condition known as bradgia.

Typically implanted pectorally, just below the @lbone, pacemakers monitor the heart’s rate anenwbcessary, deliver low-level electrical
impulses that stimulate an appropriate heartbéds.phicemaker is connected to the heart by onede thads that carry the electrical impulses
to the heart and information from the heart bactheopacemaker. An external programmer enablegtsician to retrieve diagnostic
information from the pacemaker and reprogram tleepeaker in accordance with the patient’s change®fs. Single-chamber pacemakers
sense and stimulate only one chamber of the hatsidirf or ventricle), while dual-chamber devices sanse and pace in both the upper atrium
and lower ventricle chambers. Bi-ventricular packens can sense and pace in three chambers: (aridrboth ventricle chambers).

Our current pacing products include the new Vic®product line as well as Team ADx® pacemakersoag comprised of the Identity®
AD¥, Integrity® ADXx, and Verity™ ADx families of déces.

The Victory® line was approved by the U.S. Food Bmdg Administration (FDA) in December 2005. Thecwiry® and Victory® XL family
models provide the enhancements of previous Se Metlical families, while adding new capabilitiegls as automatic P-wave and R-wave
measurements with trends, lead monitoring and aatierpolarity switch, follow-up electrograms, Veotrar Intrinsic Preference (VIPY) to
reduce right ventricle pacing and a ventriculae itiring automatic mode switch histogram.

The Identity® DR and Identity® XL DR devices wengpaoved by the FDA in November 2001, with the ghe Team ADx™ devices
receiving FDA approval in May 2003. The Team ADxides received European CE Mark in August 2003. [dleatity® ADx family models
maintain the therapeutic advancements of previoudule Medical pacemakers, including the AF Suggioe™ algorithm and the Beat-by-
Beat™ AutoCapture™ Pacing System. This family affatrial tachycardia and atrial fibrillation arrhgiia diagnostics. The Integrity® ADXx
devices offer programmable electrograms. Theserfesitare designed to help physicians better mapecgmaker patients suffering from atrial
fibrillation—the world’s most common cardiac arrhgtia.

We also offer Identity® pacemakers with enhancedtebgrams; and Integrity® and Integrity® p (Micpgcemaker models, built on the
Affinity® platform with its Beat-by-Beat™ AutoCapte™ Pacing System. Other pacing products includeifiinity® pacemakers, and the
Entity® family of pacemakers, containing the Omnise® activitybased sensor. These pacemaker families contain advanced features ¢
diagnostic capabilities to optimize cardiac theraplyare small and physiologic in shape to enhaoatent comfort. The Microny® SR+ anc
Microny® K are the world’s smallest pacemakers. Mierony® SR+ and the Regency® pacemaker familiesazailable worldwide.
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The Identity® ADX, Integrity® ADX, Verity™ ADX, Idetity®, Integrity®, Affinity®, Entity® and Microny®and Regency® families of
pacemakers all offer the unique Beat-by-Beat™ AajmGre™ Pacing System. The AutoCapture™ Pacing8yshables the pacemaker to
monitor every paced beat to verify that the heastlheen stimulated (known as capture), deliveesck-bip pulse in the event of noncapture,
continuously measures threshold, and makes adjasénireenergy output to match changing patient seedaddition, the Identity® ADX,
Integrity® ADX, ldentity® and Integrit® pacemakers include St. Jude Mec's AF Suppression™ Algorithm, a therapy designeslfapres:



atrial fibrillation.

We also market low-voltage device-based ventricrdaynchronization systems (bi-ventricular) desibfue the treatment of heart failure and
suppression of atrial fibrillation. Within the Uad States, our pacemakers are the only bi-verswigacing devices indicated for use in patients
with chronic atrial fibrillation who have been tted with atrioventricular nodal ablation. Theseidewsystems include the Frontier™ and
Frontier 1I™ (FDA approved in August 2004 and CErkapproved in September 2004)vantricular stimulation devices, designed to enk
cardiac function by synchronizing the contractiohthe heart’s two ventricles, and the Aescula® @uickSite™ LV pacing leads. For
placement of these leads, we provide the follovdalivery systems and accessories: the CPS LuminagAflidnce™, Seal-Away™ CS, and
Apeel™ Catheter Delivery Systems, and the CPS \fefituwire.

Our current pacing leads include the Tendril® SP6(els 1688 and 1488), and Tendril® DX active-fiatiead families, and the IsoFlex®
S, IsoFlex P and Passive Plus® DX passive-fixatan families, all available worldwide. All thessat families feature steroid elution, which
helps suppress the body’s inflammatory responsefeoeign object. The passive fixation Membrare®lead family is also currently availat
outside the United States.

Our ICD systems treat patients with hearts that inegpropriately fast, a condition known as tad@rgia. ICDs monitor the heartbeat and
deliver higher energy electrical impulses, or “dtgtto terminate ventricular tachycardia (VT) arehtricular fibrillation (VF). In VT, the
lower chambers of the heart contract at an abndymegbid rate and typically deliver less blood e tody’s tissues and organs. VT can
progress to VF, in which the heart beats so radly erratically that it can no longer pump blooile pacemakers, ICDs are typically
implanted pectorally, connected to the heart bgdeand programmed non-invasively.

Our full ICD product offering includes the Epic®+RYDR and Epic® VR/DR ICDs, and the Atlas®+ VR/DReMWeceived FDA approval and
European CE Mark of the Epic®+ VR/DR ICDs in A®003, and FDA approval and European CE Mark ofiti@s®+ VR/DR ICDs in
October 2003. The Epic® ICD family devices are vamall ICDs that deliver 30 joules of energy. Thtas®+ ICD family devices offer high
energy and small size without compromising chairged, longevity or feature set flexibility. The E@i+ DR ICD and the Atlas®+ DR ICD
both contain St. Jude Medical's AF Suppression™brétigm, which is clinically proven to reduce atrfddrillation burden.

Our ICDs are used with the single and dual-shoektedde Riata® transvenous defibrillation leadse Riata® integrated bipolar single and
dual-shock leads were FDA approved and launchégiii 2004 and received European CE mark in May20the Riata® leads are an
advanced family of small-diameter, steroid-elutiagtive or passive fixation defibrillation lead$iélRiata® ST leads, FDA approved in June
2005, are new models with a smaller lead diametdrame available in silicone lead bodies as wedl &srsion using an advanced new polymer
(Optim™),

In June 2004, we received FDA approval for our tifi@roducts designed to treat heart failure. Thprsducts included the Atlas+ HF, a high
output cardiac resynchronization therapy deviceT€R with 36 joules delivered and 42 joules storénd Epic® HF, with 30 joules delivered,;
the Aescula Model 1055K left-ventricular lead; ahd QuickSite Models 1056T and 1056K, left-ventidcdeads with less than a 1%
dislodgment rate.

In November 2004, we received FDA approval for Atlas®+ HF and Epic® HF ICDs with the ventriclewentricle (V-V) timing feature. V-
V timing allows the clinician to program the timihgtween the two ventricles to optimize ventrictilarction and cardiac output, which may
further increase the number of responders to CRITl&unch activities began in December 2004.

In December 2004, we launched the QuickSite Bipeladel 1056T left-ventricular lead in Europe andrlahed the product in the United
States in mid 2005.

Our pacemakers and ICDs interact with an exterewaice referred to as a programmer. A programmetwageneral functions. First, a
programmer is used at the time of pacemaker andin@iants to establish the initial therapeuticigett of these devices as determined by the
physician. A programmer is also used for followpgtient visits, which usually occur every thred fomonths, to download stored diagnostic
information from the implanted devices and to wedppropriate therapeutic settings.
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Since the introduction of programmable pacemakeebbut 1977, all pacemaker manufacturers, inctu8in Jude Medical, have retained title
to their programmers which are used by their fegtes force or by physicians and nurses or tedmsciAlthough we derive no direct revenue
from the use of our programmers, new pacemakers@Dd generally require the use of our programménatime of implant and follow-up.

In December 2005, we received FDA approval forMteglin™ programmer. This completely redesigned paogmer has a larger display, built-
in full-size printer, touch screen and advanced new utafdoe. The programmer is a result of detailedocusr research activities to optim
ease of use and to set new standards for effiaizheffective i-clinic follow-up. we expect to receive FDA approval for the safevof the



Merlin™ programmer during the first half of 2006.

St. Jude’s Model 3510 universal series pacemalet@D programmer is an easy-to-use programmersilgports our pacemakers and ICDs.
The Model 3510 universal series programmer alldwesphysician to utilize the diagnostic and therdipezapabilities of our pacemakers and
ICDs.

Housecall Plus, approved for use in the UnitedeStand Europe, is a remote monitoring system fodugte Medical ICDs (Atlas, Atlas+,
Atlas+ HF, Epic, Epic+, Epic HF) that works wittastlard analog telephone lines. It consists of écdestl receiver (mini desktop computer)
and a small answering machine sized transmitteysiBians can better manage their increased nunfb@Dopatients by conducting remote
follow-up sessions efficiently, obtaining compleiagnostics in real time (similar to an in-officatd interrogation), and choosing how they
wish to use/operate the system. Patients can asdettice in their own home while interacting withva technician to assist them in
transmission.

Cardiac Surgery Heart valve replacement or repair may be nesgdsecause the natural heart valve has deteribdate to congenital defe
or disease. Heart valves facilitate the oveer flow of blood in the heart and prevent sigrafit backflow of blood into the heart and betwees
heart’'s chambers. We offer both mechanical anddissplacement heart valves and valve repair pted8t. Jude Medical® mechanical heart
valves have been implanted in over 1.5 million gt worldwide. The SIM Regent® mechanical hedvewaas approved for sale in Europe
in December 1999 and received FDA approval for th&ket release in March 2002. In the United Statesmarket the Toronto SPV®
stentless tissue valve, which received FDA approvab97. We received FDA approval for U.S. manredtase of the SIM Biocor® stented
tissue heart valve in August 2005. Outside the édhtates, we market the SIM Epic™ stented tissag tialve, the SIM Biocor® stented
tissue valve, the Toronto SPV® stentless tissueevahd the Toronto Root™ tissue valve. The Torétdot® tissue valve is a stentless aortic
root bioprosthesis used when aortic root diseasemapanies valve disease. The Toronto Root® tisalwe\vs currently in U.S. and Canadian
clinical studies. The SIM Epic™ stented tissue theslves are also currently in U.S. clinical stiedie

We also offer a line of heart valve repair produttsluding the semi-rigid SIM® Séguin annuloplasiy, the fully flexible SIM Tailor®
annuloplasty ring and a rigid saddle-shaped antedtyring. Annuloplasty rings are prosthetic degitised to repair diseased or damaged
mitral heart valves.

Neuromodulatior: Effective with the acquisition of ANS in Noveb2005, we formed the Neuromodulation Divisiorfidous efforts on the
related therapy areas. Within the neuromodulatiarket, there are two main categories of treatnmedrostimulation, in which an implantable
device delivers electrical current directly to &ted nerve sites, and implantable drug infusiotesys, in which an implanted pump delivers
drugs through a catheter directly to targeted neites.

Neurostimulation for the treatment of chronic piavolves delivering lov-level electrical impulses via an implanted desemetimes referred
to as a “pacemaker for pain”) directly to the spod or peripheral nerves. This stimulation ifgees with the transmission of pain signals to
the brain and inhibits or blocks the sensationadhielt by the patient. This stimulation of nensor near the site where pain is perceived
replaces the painful sensations with a sensatibedcgaresthesia,” which is often described amgling or massaging sensation.
Neurostimulation for chronic pain is generally usednanage sharp, intense and constant pain afigingnerve damage or nervous sys
disorders. A neurostimulation system typically dstssof three components: a pulse generator/recpiogluces the electric current directed to
the lead(s) and is generally implanted under thiepies skin; a programmer/transmitter is usedrmgpam the power supply and to adjust the
intensity, frequency and duration of the stimulatiand leads carry the electrical impulses to #ingeted nerve sites. Clinical results
demonstrate that many patients who are implantéd avheurostimulation system experience a subsataetiuction in pain, an increase in
activity level, a reduction in use of narcotics angtduction in hospitalization.
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We offer a wide array of neurostimulation systenduding radio frequency powered systems, conveationplantable pulse generators and
rechargeable implantable pulse generators. Werdlymnarket three neurostimulation product platfsworldwide: Renew® radio frequency
(RF) systems; Genesis® implantable pulse gene(d@) systems, which include conventional and regbable battery models; and Eon™
IPG rechargeable systems.

Renew® is used for treatment of chronic pain oftthek and limbs and features a small implantedmmment (an RF receiver). Renew®
consists of the implanted RF receiver/pulse genegatd leads and a transmitter containing a poaarce that is worn externally. The system
is powered with the help of an antenna that ischtd to the patient’s skin with a removable belimadhesive pad. Because Renew® has a
rechargeable, external power source, we belieigebigst suited for patients with complex, changingulti-extremity pain patterns that require
higher power levels for treatment when battery nganzent, even when rechargeable systems are aeqiigiproblematic.

Genesis® is also used for treatment of chronic pathe trunk and limbs and is a clinically prov&rstem that offers a high battery capacity to
size ratio and flexibility in addressing differgudin patterns and other technological advanceshwiiovide us with a competitive advantag
this class of product. The GenesisXP™ IPG systdar®f greater battery capacity, resulting in enbdrongevity and/or additional power



treat more complex pain. Conventional IPGs like and GenesisXP™ are well-suited for patieritis klatively simple pain or modest
power requirements and for patients who would Hdiffeculty managing a rechargeable system or arsigtem. The GenesisRC™
rechargeable IPG system, a rechargeable battesionen the Genesis@&mily, can be recharged externally, allowing fagher energy output
for extended periods of time and resulting in ggepatient convenience and treatment options foema who need these features.

In March 2005, the FDA approved the Eon™ recharlgelitG system for sale in the United States. Lilkn€&sisRC™, Eon™ features a high
capacity battery that gives it a long projected.lilso, like GenesisRC™, it offers more time bedaweharges and a fast recharge rate for
greater patient convenience. However, Eon™ featamd®G roughly the same size as the Genesis IR@Tith is substantially smaller than
the GenesisRC™ IPG. Eon also can power up to Iffirettes in a dual 8-electrode lead configuratiamijlar to the Renew® system, which
permits greater coverage of the spinal cord ancempoogramming flexibility. Eon™ is indicated asaid in the management of chronic
intractable pain of the trunk and/or limbs, inclhugliunilateral or bilateral pain associated withef@iback surgery syndrome, intractable low
back pain and leg pain.

We currently market Rapid Programmer®, an innoafivogramming platform designed to allow cliniciamgjuickly and efficiently test
patients intraoperatively and to program postoperBt This palm-sized programmer features a tosaeen interface, which clinicians can
easily navigate to create multiple programs, adjasiables and generate pain and stimulation magsebruary 2006, we launched the Rapid
Programmer® 3.0, which provides an easy-to-usefatte, enhanced graphics and significant programradvances. The Rapid Program@er
3.0 is intended to deliver more efficient and efifex patient care and is designed to decreasevitrage postoperative programming time.

We market a broad variety of leads, which are idéehto give clinicians the flexibility to meet angee of patient needs. Our leads can be
divided into two types: percutaneous and paddiéde@he percutaneous lead offering is headed bg-tmntact Octrode® and 4-contact
Quattrode® lead designs. These leads are joingldeogixxess® percutaneous lead. With the smalleshdter of any percutaneous lead in the
market, the Axxess® lead is designed to facilitatplantation and steering during lead placement. g2aldle lead offering features the
Lamitrode® family of leads, which, in addition tieet Lamitrode® lead, includes the Lamitrode S-Sé&¥iesmd C-Series™ leads. Lamitrode S-
Series™ leads have a small paddle lead profilechvisi intended to ease insertion, and an integistiget, which is engineered to improve
steering and control during implantation. Lamitr@tl&Series™ leads are shaped to mimic the curvieeoépidural space of the spine, and as
such, are designed to facilitate lead placementahelp to reduce lead migration. Also notable agithe Lamitrode® lead family is the
Lamitrode® lead with the Tripole 8™ configuratiorhis lead features a unique three-column electesd®y designed to focus stimulation
more precisely.

The neurostimulation market is constantly changuith the emergence of potential indications likeplérain and cortical stimulation for the
treatment of Parkinson’s disease, essential tremigiraine headaches, depression, obsessive compdisiorder, obesity, angina, interstitial
cystitis and tinnitus. We have plans to expandprasence in the neurostimulation market by obtginggulatory approvals for multiple
targeted indications and have clinical trials pkehin 2006 for those indications.
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We received an IDE from the FDA permitting physigao implant the Libra™ Deep Brain Stimulation (B)BSystem to investigate the safety
and efficacy of Libra™ systems to treat essent@hbr and Parkinson’s disease. We also receivesbaalpfrom the FDA for an interstitial
cystitis pilot study. We have also received appl®iraCanada and the Netherlands to conduct a oesftier pilot study for chronic, treatment-
resistant depression. Physicians recently begataittipg Libra™ systems under the essential tremdrRarkinson’s disease studies and have
also completed the first Libra™ system implantserrttie Canadian depression pilot study. Patiente eerolled and underwent screening -
implants in the interstitial cystitis studies imdary 2006.

We also received approval from the FDA to expahebaibility study to a pivotal study of neurostiratibn for the treatment of migraine
headache. We have submitted a modification to teeigusly conditionally approved pivotal trial poabl to the FDA and also obtained an
amendment to the IDE that allowed us to broadernttieated population. The first implants under thigraine headache study occurred in the
fourth quarter of 2005.

In addition to the planned pivotal studies to tme@graine headache, essential tremor, Parkinsoséade, and the pilot studies to treat chronic,
treatment-resistant depression and interstitidiitty;swe are working on the potential applicatmfrour platform technologies to address
obesity, tinnitus, angina, ischemic pain associati¢hl peripheral vascular disease, obsessive caiygutlisorder and traumatic brain injury,
among other indications.

Cardiology: We produce specialized disposable cardiovasdatéices, including vascular closure devices, @ngiphy catheters, bipolar
temporary pacing catheters, percutaneous catmteducers and diagnostic guidewires.

Our vascular closure devices are used to closerfdracery puncture sites following angioplastgrging and diagnostic and certain peripheral
procedures. We expect to launch the Angio-Seal \sTimtegrated Platform (Angio-Seal VIP) vascullrsure system in the first quarter of
2006. The product has already received approvdlérunited States and Europe. A current trial ideuway that compares the performanc



Angio-Seal VIP to manual compression and to antiexjompetitors product in percutaneous coronary interventiohgs€ cases are typice
the most challenging to seal. Early results ofttte presented at the 2005 Transcatheter CardoaNasTherapeutics (TCT) meeting in
Washington, D.C. indicated that Angio-Seal VIP naffer better performance in these types of prooeslun addition to the performance and
ease of use benefits offered from Angio-Seal STESFS Plus, Angio-Seal VIP features a larger (ait®gy collagen footprint and smoother
deployment.

In 2005, we made a strategic decision to focugeswources on therapeutic interventional marketmdst cases, these markets are not fully
matured, and therefore, our sales representatiagspnovide additional support to the physicians pasg of this decision, we decided to exit
angiographic catheter market and utilize our resesito acquire Velocimed, a company that was fatoseembolic protection, patent foramen
ovale (PFO) closure and guidewire support systems.

We launched the Proxis™ Embolic Protection Systeiurope in 2005. The Proxis™ system provides eimipobtection for saphenous vein
grafts by placing the device proximal to the lesids opposed to distal systems, the Proxis™ pravjtetection during guidewire crossing,
side branches as well as those procedures thaptatilize distal protection systems due to patematomy. Results of the U.S. Proxis™
randomized clinical trial were presented at the20CT meeting in Washington, D.C. The data showkxhvar major adverse cardiac event
rate in the Proxis™ arm versus the patients thited distal protection systems or no protectivalh The device is currently under review by
the FDA for U.S. approval.

Also launched in 2005 internationally was the Pnefi€ PFO Closure System. A PFO is a congenital flapnnel, that exists between the
and right atrium of the heart. Currently, certalrygicians believe there may be a link between a &fk@recurrent strokes as well as migraine
headaches. The Premere™ system is being investigatee United States under an Investigationali@eixemptions (IDE) trial to determi

if there is a reduction in the occurrence of migedheadaches between patients that have and hakadtheir PFO closed with the Premere™
system. The Premere™ system differs from othereatly available systems today. The following are klky differences: independent anchors
allow the system to conform to the anatomy, tadtiklback, and a smaller surface area and adjedtthler.

We also launched the Venture™ Wire Control cathiet@005. This product provides the physician wiita ability to navigate tortuous
coronary anatomy by having a 90 degree deflectibkes well as providing additional guidewire suggbat is sometimes necessary for
crossing chronic total occlusions.
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Our bipolar temporary pacing catheters are insqrézdutaneously for temporary use (ranging frora than one hour to a maximum of one
week) with external pacemakers to provide patitattibzation prior to implantation of a permaneatcpmaker, following a heart attack, or

during surgical procedures. We produce and masketral designs of bipolar temporary pacing catsetecluding our Pacel™ biopolar pac
catheters, which are available in both torque abr@ind flowdirected models with a broad range of curve chadeebelectrode spacing optio

Percutaneous catheter introducers are used teqraasageways for cardiovascular catheters frogidaeuthe human body through the skin i

a vein, artery or other location inside the bodyr @ercutaneous catheter introducer products domsiearily of peel-away and non peel-away
sheaths, sheaths with and without hemostasis valilators, guidewires, repositioning sleeves aeddbes. These products are offered in a
variety of sizes and packaging configurations. D@gjic guidewires, such as St. Juwl&uideRight™ and HydroSteer™ guidewires, are urs
conjunction with percutaneous catheter introduteesd in the introduction of intravascular catlet®©ur diagnostic guidewires are available
in multiple lengths and incorporate a surface firfizr lasting lubricity.

Atrial Fibrillation : Electrophysiology (EP) is the study of the ltsaglectrical activity, which helps control howigkly and effectively the
heart beats. EP catheters and introducers arecpilaimethe human heart through blood vessels ieram diagnose and treat cardiac arrhythi
(abnormal heart rhythms).

We offer a variety of EP products in multiple cgnfiations. For diagnosing arrhythmias, our Suprenaat Response™ fixed-curve catheters
and Livewire™ steerable diagnostic catheters pewigtions for physicians dealing with unique anatairsituations. Swartz™ Guiding
Introducers and the Telesheath™ Left Atrial IntrogluSystem provide a stable foundation in thedefum, guiding catheters to precise
locations. We also released in mid-2005 the AgiliSt¥erable introducer, a tool that provides add#ictability and facilitates the delivery of
ablation catheters in challenging anatomical sitmat Finally, our Livewire TC™ Ablation catheteapply therapeutic radiofrequency energy
to cardiac tissue, helping to manage or cure mangiac arrhythmias.

During the fourth quarter of 2004, we initiatedraited market release of our Epicor™ Cardiac Alblatsystem (Epicor™ System). This
technology was acquired as part of our Epicor asitjoin in June 2004. By applying high intensity dsed ultrasound (HIFU) to the outside «
beating heart, the Epicor™ System creates cardilatian lesions without the need to put the pat@na heart-lung bypass machine. The
primary components of our Epicor™ System includeAlblation Control System™ that generates and ofmthe ultrasound energy, the
UltraCinch™ that wraps around the heart and createng linear lesion and the Ultrawand™ that afider additional linear lesions to be
customized by the physicia



In January 2005, we completed our acquisition df B$nanufacturer of advanced mapping systemsrfaytmias. The EnSite® System is
used by electrophysiologists to create three-dimeas models of cardiac chambers and collect asglay timing and voltage information on
the chamber model to facilitate accurate diagnastsdirect the delivery of ablation therapy. Alamigh the EnSite® System hardware, a
procedure performed with the EnSite® System reguhie use of either the EnSite® Array noncontagipirey catheter or EnSite® NavX
patch kits.

Competition

The medical device market is intensely competiéind is characterized by extensive research andafswent and rapid technological change.
Our competitors range from small start-up compatddarger companies which have significantly geeatsources and broader product
offerings, and we anticipate that in the comingrgeather large companies will enter certain markketwhich we currently hold a strong
position. In addition, we expect that competitioitl wontinue to intensify with the increased usestritegies such as consigned inventory and
reduced pricing. Our customers consider many faatdren choosing suppliers, including product reliigh clinical outcomes, product
availability, inventory consignment, price and puotservices provided by the manufacturer, and stakare can shift as a result of
technological innovation, product field actions aadety alerts and other business factors.

We are one of the three principal manufacturerssapgliers in the global bradycardia pacemaker etarkith approximately 25% bradycardia
market share in all major developed geographies.p@imary competitors in this market are Medtromit. and Guidant Corporation. We are
also one of three principal manufacturers and seggpin the highly competitive global ICD marketuiQother two competitors, Medtronic, Inc.
and Guidant Corporation, account for approxima8896 of the worldwide ICD sales. These two compegiare larger than us and have
invested substantial amounts in ICD research amdldement.

We are the world’s leading manufacturer and supplithe mechanical heart valve market, which idelsitwo other principal manufacturers
and suppliers (CarboMedics and ATS Medical, Innd several smaller manufacturers. We also comggtimst two principal tissue heart va
manufacturers (Edwards Lifesciences CorporationMedtronic, Inc.) and many other smaller manufaatsir
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We are one of three principal manufacturers of egtimulation devices. Our primary competitors aredidonic, Inc. and Boston Scientific
Corporation. The neuromodulation market is one eélival technology’s fastest growing segments. Caitinee pressures will increase in the
future as Medtronic, Inc. and Boston Scientific @mation attempt to secure and grow their positiartie nheuromodulation market.

The global cardiology therapy area is growing aas tumerous competitors. Over 75% of our saldsisrerea are from vascular closure
devices. We currently hold the number one marksitjom in the highly competitive vascular closuevite market. Other vascular closure
device competitors include Abbott Laboratories Bradascope Corp. We anticipate other large compavileenter this market in the coming
years, which will likely increase competitic

The atrial fibrillation therapy area is broadentognclude multiple therapy methods. The marketplagrrently embraces multiple methods of
treating atrial fibrillation. Treatments includeudss, external electrical cardioversion and deféin, implantable defibrillators and open-heart
surgery. As a result we have numerous competitotisd emerging atrial fibrillation market. Largemepetitors may expend their presence in
the atrial fibrillation market by leveraging th&RM capabilities.

Patents and Licenses

Our policy is to protect our intellectual properights related to our medical devices. Where appatg we apply for U.S. and foreign patents.
In those instances where we have acquired techpdiom third parties, we have sought to obtain tsghf ownership to the technology throt
the acquisition of underlying patents or licend#e. have a technology license agreement that prexddeess to a significant number of patents
covering a broad range of technology used in oaepeaker and ICD systems. The patents expire atusdates through the year 2014. The
costs deferred under this technology license ageaeare recorded on the balance sheet in otherteyngassets and are being recognized
expense over the term of the underlying patentssli The license had a net carrying value of $168l#n and $132.9 million at December

31, 2005 and 2004, respectively.

While we believe design, development, regulatony mrarketing aspects of the medical device busirggggsent the principal barriers to entry,
we also recognize that our patents and licensésriglay make it more difficult for competitors to ket products similar to those we produce.
We can give no assurance that any of our patehtsiigvhether issued, subject to license, or ingescwill not be circumvented or invalidated.
Furthermore, there are numerous existing and pgrEitents on medical products and biomaterialsteTban be no assurance that our existing
or planned products do not or will not infringe Buights or that others will not claim such infremgent. No assurance can be given that we

be able to prevent competitors from challengingpmatents or entering markets we currently serve.

Research and Development
We are focused on the development of new produnctsoa improvements to existing products. Reseandhdavelopment expense reflects the
cost of these activities, as well as the costdtain regulatory approvals of certain new prodactd processes and to maintain the hig



quality standards with respect to existing produdtsr research and development expenses were $36i8dh (12.7% of net sales) in 2005,
$281.9 million (12.3% of net sales) in 2004 and%24million (12.5% of net sales) in 2003. We algpensed $179.2 million and $9.1 million
of purchased in-process research and developmennimection with acquisitions we completed in 2668 2004, respectively.

Acquisitions and Minority Investments

In addition to generating growth internally througlr own research and development activities, we make strategic acquisitions and
investments to access new technologies and theraapg. We expect to continue to make acquisitiodsravestments in future periods to
strengthen our business.

On December 30, 2005, we completed the acquisitidavacor, Inc. (Savacor) for $49.7 million, nétash acquired, plus additional
contingent payments related to product developmelesstones for regulatory approvals and relategt@nues in excess of minimum future
targets. Savacor was a development-stage compankdh a small implantable sensor device in cliticEs both in the United States and
internationally that measures left atrial pressurd body temperature to help physicians detect@amthge symptoms associated with
progressive heart failure. Increased pressuredietth atrium is a predictor of pulmonary congestishich is the leading cause of
hospitalization for congestive heart failure patéen
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On November 29, 2005, we completed the acquisdfolNS for $61.25 per share in cash. ANS desigesetbps, manufactures and markets
implantable neuromodulation devices used primacilgnanage chronic severe pain. ANS had been pyhitafled on the NASDAQ market
under the ticker symbol ANSI. Net considerationdpaias $1,353.9 million, which includes closing sdstss cash acquired. ANS has become
the Neuromodulation Division of St. Jude Medical.

On April 6, 2005, we completed the acquisition @l&cimed for $70.9 million, net of cash acquireldispadditional contingent payments tiet
revenues in excess of minimum future targets, amilestone payment upon FDA approval of the Prefifepattent foramen ovale closure
system (Premere™) prior to December 31, 2010. \teled develops and manufactures specialty intereraticardiology devices.

On January 13, 2005, we completed the acquisitidsd for $279.4 million, net of cash acquired. E&H been publicly traded on the
NASDAQ market under the ticker symbol ECSI. ESleleps, manufactures and markets the E® System used for the navigation and
localization of diagnostic and therapeutic cathetesed by physician specialists to diagnose amd ¢eediac rhythm disorders.

On October 7, 2004, we completed the acquisitioth@fremaining capital stock of IBI. IBI developsdasells EP catheter products used by
physician specialists to diagnose and treat carnthighm disorders. We had previously made a mipan¥estment in 1Bl in April 2003 throug
our acquisition of Getz Bros. Co., Ltd. (Getz Jgpsivie paid $50.6 million in 2004 to acquire the eéning I1BI capital stock. In December
2005, we made a contingent purchase considerasipment of $4.8 million to original I1BI shareholdexrs a result of FDA approval of the
Cardiac Ablation Generator and Therapy™ EP catheTéris ablation system is composed of cathetereexted to a generator which delivers
radiofrequency or ultrasound energy through thbetat to create lesions through ablation of cartistie.

On June 8, 2004, we completed the acquisition®fémaining capital stock of Epicor. Epicor is feed on developing products which use
HIFU to ablate cardiac tissue. We had previouslgena minority investment in Epicor in May 2003. Y&d $185.0 million in 2004 to acqui
the remaining Epicor capital stock.

On April 1, 2003, we completed the acquisition @ftsJapan, a distributor of medical technology potslin Japan and our largest volume
distributor in Japan. We paid 26.9 billion Japanéeer in cash to acquire 100% of the outstandingroomstock of Getz Japan. Net
consideration paid was $219.2 million, which ina@adlosing costs less cash acquired. We also &chjhie net assets of Getz Bros. & Co.
(Aust.) Pty. Limited and Medtel Pty. Limited reldtto the distribution of our products in Austrdlitet $6.2 million in cash, including closing
costs.

On January 12, 2005, we made an initial equity stwent of $12.5 million in ProRhythm, Inc. (ProRinyf), a privately-held company that is
focused on the development of a HIFU catheter-babéation system for the treatment of atrial filatibn. The initial investment resulted in
approximately a 9% ownership interest. In connectiith making the initial equity investment, we@kntered into a purchase and option
agreement with ProRhythm. Under the terms of theeagent, we had the option to make an additiona/Sthillion equity investment. On
February 1, 2006 we made an additional $12.5 millizvestment in ProRhythm, increasing our total exship interest to 18%. We also have
the exclusive right, but not the obligation, thrbube later of three months after the date ProRhydblivers certain clinical trial data or March
31, 2007, to acquire the remaining capital stocRmRhythm for $125.0 million in cash, with addita cash consideration payable to the non-
St. Jude Medical shareholders after the consummafithe acquisition if ProRhythm achieves certa@nformance-related milestones.

Marketing and Distribution
Our products are sold in more than 100 countriesutshout the world. No distributor organizationsingle customer accounted for more than
10% of 2005, 2004 or 2003 consolidated net s.



In the United States, we sell directly to hospifaisnarily through a direct sales force. In Europe, have direct sales organizations selling in
21 countries. In Japan, we sell directly to hodpitiarough a direct sales force due to our acqoisibf Getz Japan on April 1, 2003, and we
continue to use longstanding independent distritxgiationships. Throughout the rest of the woned, use a combination of independent
distributors and direct sales forces.

Group purchasing organizations (GPO) and indeperikdivery networks (IDN) and large single accowsush as the Veterans Administration
in the United States continue to consolidate pusititadecisions for some of our hospital customéfs.have contracts in place with many of
these organizations. In some circumstances, obilityato obtain a contract with a GPO or IDN cowdversely affect our efforts to sell
products to that organization’s hospitals.
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International Operations
Our net sales and long-lived assets by signifigaigraphic areas are presented in Note 11 of thedlidated Financial Statements in the
Financial Report included in St. Jude Medical’s 2@hnual Report to Shareholders and filed as ExiiBito this Form 10-K.

Our international business is subject to specsiisrsuch as: foreign currency exchange controldlaotliations; the imposition of or increas:
import or export duties, surtaxes, tariffs or cassaduties; the imposition of import or export quote other trade restrictions; longer accounts
receivable cycles; and other international regmateconomic and political problems. Currency exgerate fluctuations relative to the U.S.
dollar can affect reported consolidated revenuesnah earnings. We may hedge a portion of this expofrom time to time to reduce the ef
of foreign currency rate fluctuations on net eagsirSee the “Market Risk” section of “Managemetiscussion and Analysis of Financial
Condition and Results of Operations” in the FinahBieport included in St. Jude Medical’'s 2005 ArrR@port to Shareholders and filed as
Exhibit 13 to this Form 10-K.

Seasonality

Our quarterly net sales are influenced by manyofacincluding new product introductions, acquisii, regulatory approvals, patient holiday
schedules and other factors. Net sales in the thiedter are typically lower than other quarterthefyear as a result of patient tendencies to
defer, if possible, cardiac procedures during tireraer months and from the seasonality of the Lh8.European markets, where summer
vacation schedules normally result in fewer proceslu

Suppliers

We purchase raw materials and other products framemnous suppliers. Our manufacturing requirememntspty with the rules and regulations
of the FDA, which mandates validation of mater@i®r to use in our products. We purchase certappkes used in our manufacturing
processes from single sources due to quality cersdihns, costs or constraints resulting from ratguiy requirements. Agreements with cen
suppliers are terminable by either party upon shotice and we have been advised periodically Inyessuppliers that in an effort to reduce
their potential product liability exposure, theyyrtarminate sales of products to customers thatufaature implantable medical devices.
While some of these suppliers have modified thegitions and have indicated a willingness to cargito provide a product temporarily until
an alternative vendor or product can be qualifedefzen to reconsider the supply relationship), neteeparticular single-source supply
relationship is terminated, we may not be ablestaldish additional or replacement suppliers fotaie components or materials quickly. A
reduction or interruption by a sole-source suppifethe supply of materials or key components usdtle manufacturing of our products or an
increase in the price of those materials or comptineould adversely affect our business, finarmaldition and results of operations.

Government Regulation

Our products, development activities and manufamguprocesses are subject to extensive and rigoegudation by the FDA pursuant to the
Federal Food, Drug, and Cosmetic Act (FDCA), by pamable agencies in foreign countries and by atsgulatory agencies and governing
bodies. Under the FDCA and associated regulatimasufacturers of medical devices must comply wéthiain regulations that cover the
composition, labeling, testing, clinical study, méacturing, packaging and distribution of medicaVvides. Medical devices must receive FDA
clearance or approval before they can be commbrersdrketed in the United States. The most comprsie level of approval requires the
completion of an FDA-approved clinical evaluaticogram and submission and approval of a PMA aptiicdbefore a device may be
commercially marketed. Our mechanical and tisswthalves, ICDs, pacemakers and certain leadsginereurostimulation devices and
certain EP catheter applications are subject ®léviel of approval or as a supplement to a PMAeOleads and lead delivery tools,
annuloplasty ring products, other neurostimulatiemices and other EP and cardiology products aremily marketed under the less rigorous
510(K) pre-market notification procedure of the FRC

Furthermore, our international business is sulifeatedical device laws in individual countries adésthe United States. Most major markets
for medical devices outside the United States reqelearance, approval or compliance with cert@ndards before a product can be
commercially marketed. The applicable laws rangenfextensive device approval requirements in savo@tcies for all or some of our
products, to requests for data or certificationsthrer countries. Generally, international regulatequirements are increasing. In the European
Union, the regulatory systems have been consoligdated approval to market in all European Unionntoes (represented by the CE Mark)

be obtained through one agency. The process oinifigamarketing clearance from the FDA and foreiggulatory agencies for new produ



or with respect to enhancements or modificationsxisting products can take a significant periodirok, require the expenditure of substantial
resources, involve rigorous pre-clinical and clatitesting, require changes to the products andtreslimitations on the indicated uses of the
product.
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The FDA conducts inspections prior to approval ®\A application to determine compliance with thelity system regulations that cover
manufacturing and design. In addition, the FDA mexuire testing and surveillance programs to motite effects of approved products that
have been commercialized, and may prevent or fumiher marketing of products based on the resiiltese postnarketing programs. At a
time after approval of a product, the FDA may cartaeriodic inspections to determine compliancénwibth the FDA’s Quality System
Regulation (QSR) requirements and/or current médiegce reporting regulations. Product approvgishie FDA can be withdrawn due to
failure to comply with regulatory standards or tweurrence of unforeseen problems following inigipproval. The failure to comply with
regulatory standards or the discovery of previousignown problems with a product or manufacturedd@oesult in fines, delays or
suspensions of regulatory clearances, seizurescalis of products (with the attendant expenshs)btinning of a particular device, an order to
replace or refund the cost of any device previousiyufactured or distributed, operating restrictiand criminal prosecution, as well as
decreased sales as a result of negative publietypeoduct liability claims.

We are required to register with the FDA as a dewi@nufacturer and as a result, we are subjecrtodic inspection by the FDA for
compliance with the FDA’s QSR requirements, whiefuire manufacturers of medical devices to adlecettain regulations, including
testing, quality control and documentation proceduin addition, the federal Medical Device Repaytiegulations require us to provide
information to the FDA whenever there is evideried teasonably suggests that a device may havedausontributed to a death or serious
injury or, if a malfunction were to occur, couldusa or contribute to a death or serious injury. @itance with applicable regulatory
requirements is subject to continual review andgigrously monitored through periodic inspectiogstie FDA. In the European Community,
we are required to maintain certain Internationejadization for Standardization (ISO) certificatan order to sell products and we undergo
periodic inspections by notified bodies to obtaid anaintain these certifications.

The FDA also regulates recordkeeping for medicalads and reviews hospital and manufacturers’ reguieports of adverse experiences to
identify potential problems with FDA-authorized i=s. Regulatory actions may be taken by the FDAtduadverse experience reports.

Diagnostic-related group (DRG) and Ambulatory Rdti€lassification (APC) reimbursement schedulegaticthe amount that the U.S.
government, through the Centers for Medicare andidééd Services, will reimburse hospitals for cafg@ersons covered by Medicare. In
response to rising Medicare and Medicaid costeradlegislative proposals are under considerdtiahwould restrict future funding increases
for these programs. Changes in current DRG and AgitGbursement levels could have an adverse effeouo domestic pricing flexibility.

More generally, major third-party payors for hoapgervices in the United States and abroad coatimwvork to contain healthcare costs and
the introduction of cost containment incentivesnbmed with closer scrutiny of healthcare experdiby both private health insurers and
employers, has resulted in increased discountzaniiactual adjustments to hospital charges forices performed and in the shifting of
services between inpatient and outpatient settimgfatives to limit the growth of healthcare cesincluding price regulation, are also
underway in several countries in which we do bussnémplementation of healthcare reforms in thetéthStates and in significant overseas
markets such as Germany, Japan and other coumaig$imit the price of, or the level at, which rdiorsement is provided for our products.

The United States Medicare-Medicaid Anti-kickbaak Igenerally prohibits payments to physicians beopurchasers of medical products
under these government programs in exchange fqutehase of a product. Many foreign countries tanelar laws. We subscribe to the
AdvaMed Code (AdvaMed is a U.S. medical device stdutrade association) which limits certain mairkgtand other practices in our
relationship with product purchasers. We also agllemany similar codes in countries outside théddrStates.

Federal and state laws protect the confidentialitgertain patient health information, includingipat records, and restrict the use and
disclosure of such information. In particular, ict@ber 2002, the U.S. Department of Health and HuBervices issued patient privacy rules
under the Health Insurance Portability and Accobifitg Act of 1996 (HIPAA privacy rule). The HIPAArivacy rule governs the use and
disclosure of protected health information by “c@ckentities,” which are healthcare providers gudimit electronic claims, health plans and
healthcare clearinghouses. Other than to the ewterself-insure part of our employee health besgiians, the HIPAA privacy rule only
affects us indirectly. Our policy is to work withigtomers and business partners in their HIPAA c@anpé efforts.
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Some medical device regulatory agencies have begconsider whether to continue to permit the shimedical devices that incorporate any
bovine material because of concerns about Bovirmm@form Encephalopathy (BSE), sometimes referoegist“mad cow disease,” a disease
which has sometimes been transmitted to humanadhrthe consumption of beef. We are not aware pireported cases of transmission of
BSE through medical products. Some of our prod{ftgjio-Seal™ and vascular grafts) use bovine celtadn addition, some of the tissue
heart valves which we market incorporate bovinécpedial material. We are cooperating with the tatpry agencies considering these issues.

Product Liability

The design, manufacture and marketing of medicalds of the types we produce entail an inherektof product liability claims. Our
products are often used in intensive care settiitysseriously ill patients, and many of the metidavices we manufacture and sell are
designed to be implanted in the human body for leexgods of time or indefinitely. There are a numbkfactors that could result in an unsafe
condition or injury to, or death of, a patient withtspect to these or other products which we matwifa or sell, including component failures,
manufacturing flaws, design defects or inadequisteasure of product-related risks or product-edainformation. Product liability claims
may be brought by individuals or by groups seekotepresent a class.

We are currently the subject of various produdiiliy claims, including several lawsuits which mag allowed to proceed as class actions in
the United States and Canada. The outcome oftlbigaparticularly class action lawsuits, is difflcto assess or quantify. Plaintiffs in these
types of lawsuits often seek recovery of very lasgendeterminate amounts, and the magnitude optitential loss relating to such lawsuits
may remain unknown for substantial periods of tilmeaddition, product liability claims may be agséragainst the Company in the future,
relative to events that are not known to managemetite present time.

Insurance

Problems with our products can result in produatiility claims or a field action, safety alert @vésory notice relating to the product. Our
product liability insurance coverage is designetetp protect us against a catastrophic claim.uarent product liability policies (for the
period April 1, 2005 through June 15, 2006) pro\vdd€0 million of insurance coverage, with a $100iam deductible per occurrence.

Our facilities could be materially damaged by equtikes, hurricanes and other natural disasteratasttophic circumstances. California
earthquake insurance is currently difficult to abtextremely costly, and restrictive with respecscope of coverage. Our earthquake
insurance for our significant CRM manufacturingifities located in Sylmar and Sunnyvale, Califorrpaovides $30 million of insurance
coverage in the aggregate, with a deductible etpuado of the total value of the facility and cortsemvolved in the claim. Consequently,
despite this insurance coverage, we could incursumed losses and liabilities arising from an eprétke near one or both of our California
manufacturing facilities as a result of varioustdas, including the severity and location of thetleguake, the extent of any damage to our
manufacturing facilities, the impact of an earthcuan our California workforce and on the infrastue of the surrounding communities and
the extent of damage to our inventory and workricpss. While we believe that our exposure to Bagrit losses from a California earthqui
could be partially mitigated by our ability to mdacture some of our CRM products at our Swedishufenturing facility, the losses could
have a material adverse effect on our businesarfandeterminate period of time before this manuiidag transition is complete and operates
without significant problem. Furthermore, our maaaifiring facility in Puerto Rico may suffer damaxgea result of hurricanes which are
frequent in the Caribbean and which could resulbst production and additional expenses to ubdceiktent any such damage is not fully
covered by our hurricane and business interruptisarance.

Employees

As of December 31, 2005, we had over 10,000 emplyaur employees are not represented by any tabganizations, with the exception of
our employees in Sweden and certain employeesaincer We have never experienced a work stoppageessuilt of labor disputes. We beli¢
that our relationship with our employees is gengigbod.
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Executive Officers of the Registrant
The following is a list of our executive officers af February 16, 2006. For each position, thediat@arentheses indicate the year during
which each executive officer began serving in stegbacity.

Name Age Position

Daniel J. Stark 51 Chairman (2004), President (2001) and Chief Exgeuifficer (2004
John C. Heinmille 51 Executive Vice President (2004) and Chief FinanGicer (1998)
Paul R. Buckmal 50 President, Cardiology (200

Christopher G. Chave 50 President, Neuromodulation (20(C

Michael J. Coyle 43 President, Cardiac Rhythm Management (2(

George J. Fazi 46 President, Cardiac Surgery (20(



Joseph H. McCulloug 56 President, International (200
Michael T. Roussea 50 President, U.S. Sales (20(

Jane J. Son 43 President, Atrial Fibrillation (2004
Angela D. Craic 34 Vice President, Corporate Relations (20
David C. Fetal 45 Vice President, Human Resources (2C

William J. McGarry 48 Vice President, Information Technology (2005) arde€Information Officer (200t
Thomas R. Northenscc 48 Vice President, Administration (200

Kevin T. C'Malley 54 Vice President (1994), General Counsel (1994) sawebary (1996

Donald J. Zurba 38 Vice President (2006) and Corporate Controller €

Mr. Starks has served on St. Jude Medical’'s Boaiirectors since 1996 and has been Chairman, d&esand Chief Executive Officer of St.
Jude Medical since May 12, 2004. Previously, Markgt was President and Chief Operating Officertof&e Medical since February 1, 2C
From April 1998 to February 2001, he was Presid@uat Chief Executive Officer of our Cardiac RhythnamMdgement Division, and prior to
that, Mr. Starks was Chief Executive Officer andstdent, Daig Corporation, a wholly-owned subsidirSt. Jude Medical. Mr. Starks serves
on the Board of Directors of Urologix, Inc., a gy medical device company.

Mr. Heinmiller joined St. Jude Medical in May 1986 a part of our acquisition of Daig Corporatiohgne Mr. Heinmiller had served as Vice
President of Finance and Administration since 1993J4ay 1998, he was named Vice President of CatgoBusiness Development. In
September 1998, he was appointed Vice PresiderdnEe and Chief Financial Officer and in May 20Gswromoted to Executive Vice
President.

Mr. Buckman joined St. Jude Medical in 2004 as ez, Cardiology Division. In 2004, Mr. Buckmarmsed as Vice President of Marketing
for Guidant Corporation, a medical device compd&rgm 2001 to 2004, he was Founder, Chairman anef Executive Officer of ev3 LLC, a
medical device company focused on endovasculaapies. Prior to founding ev3 LLC, Mr. Buckman sehas President of the Scimed
Division of Scimed Life Systems, Inc./Boston ScigniCorporation, a medical device company, fron@@@o 2001.

Mr. Chavez joined St. Jude Medical as Presidengrdlaodulation Division, as part of our acquisit@mANS in November 2005. From April
1998 to 2005, he served as President, Chief Exex@ificer and Director of ANS. Mr. Chavez servestioe Board of Directors of Advanced
Medical Optics, Inc., an optical medical device amy.
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Mr. Coyle joined St. Jude Medical in 1994 as DicecBusiness Development. He served as Presidenthief Operating Officer of Daig
Corporation, a wholly-owned subsidiary of St. Jitledical, from 1997 to 2001 and was appointed PeggjdCardiac Rhythm Management, in
February 2001. Mr. Coyle serves on the Board oé@ars of VNUS Medical Systems, Inc., a company dexelops and markets medical
devices to treat peripheral vein disorders.

Mr. Fazio joined St. Jude Medical in 1992 and serag the General Manager of St. Jude Medical Camaclabased in Mississauga, Ontario,
Canada, until being named President, Health Cangc®s in May 1999. In July 2001, he was appoirRegsident of St. Jude Medical Europe
and in August 2004 was named President, CardiageBuDivision.

Mr. McCullough joined St. Jude Medical in 1994 aSadiac Rhythm Management Regional Sales Direttetbecame Director of Cardiac
Rhythm Management Marketing in 1996 and was naried Rresident of Cardiac Rhythm Management MargdtinJanuary 1997. In
December 1997, Mr. McCullough was appointed Caragthm Management Business Unit Director. He bec¥ime President, Cardiac
Rhythm Management Europe and Managing Directoh@f@ompany’s manufacturing operations in Veddé&stgeden, in January 1999, and
Senior Vice President, Cardiac Rhythm Managementiguin August 1999. He has served as Presidertnbtional Division since July 20C

Mr. Rousseau joined St. Jude Medical in 1999 asoB&fice President, Cardiac Rhythm Management GlMzxketing. In August 1999,
Cardiac Rhythm Management Marketing and Sales s@reéhined under his leadership. In January 200Wdwnamed President, U.S. Cardiac
Rhythm Management Sales, and in July 2001 he wasadresident, U.S. Division.

Ms. Song joined St. Jude Medical in 1998 as Seviice President, Cardiac Rhythm Management OperationMay 2002 she was appointed
President, Cardiac Surgery and in August 2004 \ppsiated President, Atrial Fibrillation Division.

Ms. Craig joined St. Jude Medical in May 2005 asé/President of Communications and served in thsitipn until being named Vic



President, Corporate Relations, in January 2006r Rrjoining St. Jude Medical, Ms. Craig spentyEars with Smith & Nephew plc, a
medical device company headquartered in LondonlaBdgvhere she served as Director of Communicatoios to serving as Vice President
of U.S. Public Relations and Investor Relationsrfr2003 to 2005.

Mr. Fetah joined St. Jude Medical as Vice Presiddnman Resources in February 2005. From 2000 @56,20r. Fetah served as Vice
President, Human Resources and Administration at&Yie Digital Corporation, a publicly held compusesrage design and manufacturing
company.

Mr. McGarry joined St. Jude Medical as Vice Prestdénformation Technology and Chief Informationfioér in September 2005. From 2001
to 2005, Mr. McGarry served as Vice President, gmise Applications, at Medtronic, Inc., a medidalice company, where he was
responsible for managing global enterprise apptioatdevelopment and deployment.

Mr. Northenscold joined St. Jude Medical in 200Va= President, Finance and Administration of D@myporation, a wholly-owned
subsidiary of St. Jude Medical. In March 2003, fasw&ppointed Vice President, Administration. Piiojoining St. Jude Medical, Mr.
Northenscold worked at PPT Vision, Inc., an indastechnology and automation company, where heeseas Division General Manag
from January 1999 to September 2001.

Mr. O’Malley joined St. Jude Medical in 1994 as ¥ieresident and General Counsel. Since Decembér h8%has also served as Corporate
Secretary.

Mr. Zurbay joined St. Jude Medical in 2003 as Diveof Corporate Finance. In 2004, Mr. Zurbay wamed Corporate Controller, and in
January 2006 he was named Vice President and GaepGontroller. From 1999 to 2003, he served agoBAudit Manager at
PricewaterhouseCoopers LLP, a national public acthog firm.

Availability of SEC Reports

We make available, free of charge, our annual tegmr Form 10-K, quarterly reports on Form 10-Qrent reports on Form 8-K and any
amendments filed or furnished pursuant to Sect®fa)lor 15(d) of the Securities Exchange Act of4L.88 soon as reasonably practical after
they are filed or furnished to the U.S. Securiied Exchange Commission (SEC). Such reports aitableaon our website
(http://www.sjm.com) under Company Information $emt'Investor Relationsbr can be obtained by contacting our Investor Reatgroup &
1.800.552.7664 or at St. Jude Medical, Inc., Otlehei Plaza, St. Paul, Minnesota 55117. Infornraticluded on our website is not deemed
to be incorporated into this Form 10-K.
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Item 1A. RISK FACTORS

Our business faces many risks. Any of the risksudised below, or elsewhere in this Form 10-K orather SEC filings, could have a material
impact on our business, financial condition or hssof operations. Additional risks and uncertasthot presently known to us or that we
currently believe to be immaterial may also imgmair business operations.

We face intense competition and may not be able to keep pace with the rapid technological changesin the medical devicesindustry.

The medical device market is intensely competitind is characterized by extensive research andafewent and rapid technological change.
Our customers consider many factors when choosipglirs, including product reliability, clinicabécomes, product availability, inventory
consignment, price and product services providethbynanufacturer, and market share can shiftrasudt of technological innovation,
product field actions and safety alerts and othmsiress factors. Our competitors range from sntait-sip companies to larger companies
which have significantly greater resources and deo@roduct offerings than us, and we anticipas iththe coming years, other large
companies will enter certain markets in which weently hold a strong position. For example, Bostmientific is in the process of acquiring
one of our principal competitors, Guidant Corpamatiln addition, we expect that competition wilhtinue to intensify with the increased use
of strategies such as consigned inventory and estpdcing. Our sales in the second half of 200&H#enefited from product recalls by
certain of our competitors and may decrease oresethompetitors overcome these issues. Produstlirdtions or enhancements by
competitors which have advanced technology, b&tgures or lower pricing may make our productproposed products obsolete or less
competitive. As a result, we will be required tordie continued efforts and financial resourcesriogoour products under development to
market, enhance our existing products and devedepproducts for the medical marketplace. If we f@itlevelop new products, enhance
existing products or compete effectively, our bass) financial condition and results of operatiaiisbe adversely affected.

We are subject to stringent domestic and foreign medical device regulation which may impede the approval process for our products, hinder
our development activities and manufacturing processes and, in some cases, result in therecall or seizure of previously approved products.



Our products, development activities and manufamojuorocesses are subject to extensive and rigoempudation by the FDA pursuant to the
FDCA, by comparable agencies in foreign countries lay other regulatory agencies and governing tsodieder the FDCA and associated
regulations, manufacturers of medical devices roostply with certain regulations that cover the cosipion, labeling, testing, clinical study,
manufacturing, packaging and distribution of mebévices. In addition, medical devices must reediDA clearance or approval before they
can be commercially marketed in the United Stated,the FDA may require testing and surveillanag@ms to monitor the effects of
approved products that have been commercializecdamgrevent or limit further marketing of a protlhased on the results of these post-
marketing programs. Furthermore, most major marketmedical devices outside the United Statesirequearance, approval or compliance
with certain standards before a product can be centially marketed. The process of obtaining marigetpproval or clearance from the FDA
and foreign regulatory agencies for new productwitr respect to enhancements or modificationscistiag products could take a significant
period of time, require the expenditure of substéneésources, involve rigorous pre-clinical anihical testing, require changes to the products
and result in limitations on the indicated usethefproduct. We cannot assure you that we willivecthe required approval or clearance from
the FDA and foreign regulatory agencies for newdpgis or modifications to existing products onnaelly basis. The failure to receive appr¢
or clearance for significant new products on a lniasis could have a material adverse effect arfinancial condition and results of
operations.

At any time after approval of a product, the FDAynganduct periodic inspections to determine cormgiéawith both the FDA’s Quality

System Regulation (QSR) requirements and/or cumerttical device reporting regulations. Product epals by the FDA can be withdrawn
due to failure to comply with regulatory standaodshe occurrence of unforeseen problems folloviitial approval. The failure to comply
with regulatory standards or the discovery of pasly unknown problems with a product or manufesteould result in fines, delays or
suspensions of regulatory clearances, seizurescalls of products (with the attendant expenshs)btinning of a particular device, an order to
replace or refund the cost of any device previoasyufactured or distributed, operating restrictiand criminal prosecution, as well as
decreased sales as a result of negative publicypaoduct liability claims, and could have a miafesidverse effect on our financial condition
and results of operations.
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We may not be able to meet regulatory quality standards applicable to our manufacturing process.

We are required to register with the FDA as a dewi@nufacturer and as a result, we are subjecrtodic inspection by the FDA for
compliance with the FDA's QSR requirements, whiefuire manufacturers of medical devices to adtecerttain regulations, including
testing, quality control and documentation proceduin addition, the federal Medical Device Repaytiegulations require us to provide
information to the FDA whenever there is evideried teasonably suggests that a device may haved¢ausontributed to a death or serious
injury or, if a malfunction were to occur, couldusa& or contribute to a death or serious injury. @iéance with applicable regulatory
requirements is subject to continual review andgisrously monitored through periodic inspectiogstise FDA. In the European Community,
we are required to maintain certain Internationajadization for Standardization (ISO) certificadn order to sell products and we undergo
periodic inspections by notified bodies to obtama anaintain these certifications. If we or our miacturers fail to adhere to QSR or ISO
requirements, this could delay production of ourdorcts and lead to fines, difficulties in obtainmegyulatory clearances, recalls or other
consequences, which could in turn have a matetigdrae effect on our financial condition and resoftoperations.

If we are unableto protect our intellectual property effectively, our financial condition and results of operations could be adversely affected.

Patents and other proprietary rights are essent@lr business and our ability to compete effetyiwith other companies is dependent upon
the proprietary nature of our technologies. We adp upon trade secrets, know-how, continuing tedbgical innovations and licensing
opportunities to develop, maintain and strength@ncompetitive position. We seek to protect th@s@art, through confidentiality agreements
with certain employees, consultants and othergmrtVe pursue a policy of generally obtaining papeotection in both the United States and
in key foreign countries for patentable subjecttarah our proprietary devices and also attempetdew third-party patents and patent
applications to the extent publicly available tvelep an effective patent strategy, avoid infringetnof third-party patents, identify licensing
opportunities and monitor the patent claims of mth&/e currently own numerous United States angidorpatents and have numerous patent
applications pending. We are also a party to varlmense agreements pursuant to which patentsrigdnte been obtained or granted in
consideration for cash, crobsensing rights or royalty payments. We cannotiesgou that any pending or future patent applicestiwill resul

in issued patents, that any current or future pgatissued to or licensed by us will not be chalezhdnvalidated or circumvented or that the
rights granted thereunder will provide a competitadvantage to us or prevent competitors from iwgtenarkets which we currently serve.
Any required license may not be available to usicreptable terms, if at all. In addition, somerges may be non-exclusive, and therefore our
competitors may have access to the same technslagias. In addition, we may have to take legémadn the future to protect our trade
secrets or know-how or to defend them against @dimfringement of the rights of others. Any legation of that type could be costly and
time consuming to us and we cannot assure yolathatawsuit will be successful. The invalidationkefy patents or proprietary rights which
we own or an unsuccessful outcome in lawsuits étegt our intellectual property could have a matadverse effect on our financial
condition and results of operations.

Pending and future patent litigation could be costly and disruptive to us and may have an adverse effect on our financial condition and
results of operations.



We operate in an industry that is susceptibledgaificant patent litigation and, in recent yeat$)ds been common for companies in the me
device field to aggressively challenge the rigtitether companies to prevent the marketing of newiaks. Companies that obtain patents for
products or processes that are necessary for tul isehe development of our products may brirgaleactions against us claiming
infringement and at any given time, we generallyiarvolved as both a plaintiff and a defendant imumber of patent infringement and other
intellectual property-related actions. Among otiratters, we are currently defending three signifieangoing patent infringement actions
brought against us by one of our principal compegitGuidant Corporation. We are also defendinglledtual property litigation is expensive
and complex and its outcome is difficult to predisty pending or future patent litigation may resnlsignificant royalty or other payments or
injunctions that can prevent the sale of produntsraay cause a significant diversion of the effofteur technical and management personnel.
While we intend to defend any such lawsuits vigeipuwe cannot assure you that we will be succédsfihe event that our right to market
any of our products is successfully challenged wsei fail to obtain a required license or are ueabl design around a patent, our financial
condition and results of operations could be mallgradversely affected.
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Pending and future product liability claims and litigation may adversely affect our financial condition and results of operations.

The design, manufacture and marketing of medicalds of the types we produce entail an inherektof product liability claims. Our
products are often used in intensive care settiitisseriously ill patients, and many of the mediavices we manufacture and sell are
designed to be implanted in the human body for leexgods of time or indefinitely. There are a numbkfactors that could result in an unsafe
condition or injury to, or death of, a patient wittspect to these or other products which we matwfa or sell, including component failures,
manufacturing flaws, design defects or inadequesteabure of product-related risks or product-edainformation. Product liability claims
may be brought by individuals or by groups seekotepresent a class.

We are currently the subject of various produdiiliy claims, including several lawsuits which mag allowed to proceed as class actions in
the United States and Canada. The outcome oftlbigaparticularly class action lawsuits, is difflcto assess or quantify. Plaintiffs in these
types of lawsuits often seek recovery of very lasgendeterminate amounts, and the magnitude optitential loss relating to such lawsuits
may remain unknown for substantial periods of tiff@. example, in January 2000, we initiated a viannfield action to replace products
incorporating Silzone® coating, which was usedértain of our mechanical heart valves and heawevedpair products. After our voluntary
field action, we were sued in various jurisdicti@ml now have cases pending in the United Statetadz, the United Kingdom, Ireland and
France which have been brought by some patierggia complications and past or future costs agisither from the surgical removal or,
alternatively, from the continued implantation andintenance of products incorporating Silzone®iogatver and above the medical
monitoring all replacement heart valve patienteiee Some of the cases involving Silzone®-coatedyrcts have been settled, others have
been dismissed and still others are ongoing. Theptaints in the ongoing individual cases in thetddiStates request damages ranging from
$10,000 to $120.5 million and in some cases, saalnapecified amount, and the complaints in thea@im class actions request damages
ranging from the equivalent of $1.3 million to $biflion. We believe that the final resolution tiet Silzone®-coated product cases will take
several years and we cannot reasonably estimatartadrame in which any potential settlementsusigments would be paid out or the
amounts of any such settlements or judgments. ditiad, the cost to defend any future litigatiorhether Silzone®-related or not, may be
significant. While we believe that many settlemeand judgments relating to the Silzone® litigataord our other litigation may be covered in
whole or in part under our product liability insace policies and existing reserves, any costsmobsgered could have a material adverse €
on our financial condition and results of operagion

We may be unable to obtain appropriate levels of product liability insurance.

Problems with our products can result in produwattility claims or a field action, safety alert alvésory notice relating to the product. Our
product liability insurance coverage is designetétp protect us against a catastrophic claim.uarent product liability policies provide
$400 million of insurance coverage, with a $100ioml deductible per occurrence. We cannot assuetlyat such insurance will be available
or adequate to satisfy future claims or that oauiers will be able to pay claims on insuranceqgusi which they have issued to us. If we are
unable to secure appropriate levels of productlifglinsurance coverage, our financial conditioxdaesults of operations could be materially
adversely affected.

Our product liability insurers may not be able to meet their current or future payment obligationsto us.

Our present layer of product liability insurance 8lzone® claims (which consists of a number gkls, each of which is covered by one or
more insurance companies) is covered by a unfi@Kiemper Insurance Companies (Kemper), whichriseatly in “run off” and not issuing
new policies or generating any new revenue thalddoe used to cover claims made under previouslyed policies such as ours. In the event
that Kemper is unable to pay part or all of thenstadirected to it, we believe that the other iaswe carriers in above Kemper’s layer will take
the position that we will be directly liable foryanlaims and costs that Kemper is unable to paytladinsurance carriers at policy layers
following Kemper's will not provide coverage for Kger's layer. If Kemper or any other insurance cames are unable to meet their
respective obligations to us, we could incur sulishlosses which could have an adverse effeduwtfinancial condition and results of
operations



Our operations are subject to environmental, health and safety laws and regulations that could require usto incur material costs.

Our operations are subject to environmental, heaithsafety laws and regulations concerning, anadimgr things, the generation, handling,
transportation and disposal of hazardous substaogastes, particularly ethylene oxide, the clgaothazardous substance releases, and
emissions or discharges into the air or water. \Aieshincurred and expect to incur expenditureseérftlure in connection with compliance
with environmental, health and safety laws and leggns. New laws and regulations, violations afgé laws or regulations, stricter
enforcement of existing requirements, or the discpof previously unknown contamination, could riegqus to incur costs or become the b
for new or increased liabilities that could be miale
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Theloss of any of our sole-source suppliersor an increase in the price of inventory supplied to us could have an adverse effect on our
business, financial condition and results of operations.

We purchase certain supplies used in our manufagtprocesses from single sources due to qualitgiderations, costs or constraints
resulting from regulatory requirements. Agreemevith certain suppliers are terminable by eithetyapon short notice and we have been
advised periodically by some suppliers that in fioreto reduce their potential product liabilitygosure, they may terminate sales of products
to customers that manufacture implantable medieaicgs. While some of these suppliers have modified positions and have indicated a
willingness to continue to provide a product tengpiy until an alternative vendor or product cangoerilified (or even to reconsider the supply
relationship), where a particular single-sourcepdupelationship is terminated, we may not be dblestablish additional or replacement
suppliers for certain components or materials duickhis is largely due to the FDA approval systevhjch mandates validation of materials
prior to use in our products, and the complex matdirmanufacturing processes employed by many mrppln addition, we may lose a sole-
source supplier due to, among other things, thaiaitipn of such a supplier by a competitor (whiohy cause the supplier to stop selling its
products to us) or the bankruptcy of such a supphbich may cause the supplier to cease operatfonsduction or interruption by a sole-
source supplier of the supply of materials or kesnponents used in the manufacturing of our prodoices increase in the price of those
materials or components could adversely affectoginess, financial condition and results of openst

Cost containment pressures and domestic and foreign legidative or administrative reforms resulting in restrictivere imbursement practices of
third-party payors or preferencesfor alternate therapies could decrease the demand for products purchased by our customers, the prices
which they are willing to pay for those products and the number of procedures using our devices.

Our products are purchased principally by hospitalghysicians which typically bill various thiggarty payors, such as governmental progi
(e.g., Medicare and Medicaid), private insuran@apland managed care plans, for the healthcareeeprovided to their patients. The ability
of customers to obtain appropriate reimbursemaerttigir products and services from government aird-party payors is critical to the
success of medical technology companies. The @ijaof reimbursement affects which products cusérs purchase and the prices they are
willing to pay. Reimbursement varies from countwycountry and can significantly impact the acceptanf new technology. After we develop
a promising new product, we may find limited demémdthe product unless reimbursement approvabtained from private and governmei
third-party payors.

Major third-party payors for hospital serviceslie tUnited States and abroad continue to work ttatomealthcare costs. The introduction of
cost containment incentives, combined with closeutiny of healthcare expenditures by both privaalth insurers and employers, has
resulted in increased discounts and contractuaktgnts to hospital charges for services perforametdin the shifting of services between
inpatient and outpatient settings. Initiativesitoit the growth of healthcare costs, including priegulation, are also underway in several
countries in which we do business. Implementatibime@lthcare reforms in the United States andgnicant overseas markets such as
Germany, Japan and other countries may limit tieef, or the level at, which reimbursement isvided for our products and adversely
affect both our pricing flexibility and the demafudt our products. Hospitals or physicians may resbim such cost-containment pressures by
substituting lower cost products or other therafoe®ur products.

Further legislative or administrative reforms te th.S. or international reimbursement systemsdigaificantly reduce reimbursement for
procedures using our medical devices or deny cgeefiar such procedures, or adverse decisionsmglédiour products by administrators of
such systems in coverage or reimbursement issuegdwave an adverse impact on the products, iirgduclinical products, purchased by our
customers and the prices our customers are wilingay for them. This in turn would have an advefect on our financial condition and
results of operations.

Consolidation in the healthcare industry could lead to demands for price concessions or to the exclusion of some suppliers from certain of
our significant market segments.

The cost of healthcare has risen significantly dlierpast decade and numerous initiatives andmefanitiated by legislators, regulators and
third-party payors to curb these costs have redift@ consolidation trend in the medical deviadustry as well as among our customers,
including hospitals. This in turn has resulted iaajer pricing pressures and the exclusion of icestgopliers from important market segme



as group purchasing organizations, independentatglnetworks and large single accounts, suche¥#terans Administration in the United
States, continue to consolidate purchasing deddmnsome of our hospital customers. We expedtriteaket demand, government regulation,
third-party reimbursement policies and societal pressuilésontinue to change the worldwide healthcaraustry, resulting in further busine
consolidations and alliances which may exert furtte@vnward pressure on the prices of our produntsaalversely impact our business,
financial condition and results of operations.
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Failure to integrate acquired businesses into our operations successfully could adver sely affect our business.

As part of our strategy to develop and identify maeducts and technologies, we have made sevegalsiitons in recent years, including our
acquisition of ANS in November 2005, and we may enalditional acquisitions in the future. Our intggn of the operations of acquired
businesses requires significant efforts, includimgcoordination of information technologies, reshaand development, sales and marketing,
operations, manufacturing and finance. These sffeult in additional expenses and involve sigaift amounts of management’s time that
cannot then be dedicated to other projects. Oluréato manage successfully and coordinate the tjroivthe combined company could also
have an adverse impact on our business. In additiercannot assure you that some of the businessasquire will become profitable or
remain so. If our acquisitions are not successfalmay record unexpected impairment charges. Fattat will affect the success of our
acquisitions include:

. the presence or absence of adequate internal &oatrd/or significant fraud in the financial systeaf acquired companie

. adverse developments arising out of investigatipngovernmental entities of the business practiéesquired companies, such
as the current investigation into certain salesraadketing, reimbursement, Medicare and Medicdithbiand certain other
business practices of ANS by the Office of the dtdpr General of the Department of Health and HuBevices

. any decrease in customer loyalty and product orciaused by dissatisfaction with the combined corngsaproduct lines and
sales and marketing practices, including pricedases

. our ability to retain key employees; a

. the ability of the combined company to achieve sgigs among its constituent companies, such asasang sales of the

combined compar's products, achieving cost savings and effectigelpbining technologies to develop new produ
I nstability in international markets or foreign currency fluctuations could adversely affect our results of operations.

Our products are currently marketed in more thahdduntries around the world, with our largest gapgic markets outside of the United
States being Europe and Japan. As a result, wectacency and other risks associated with our irggonal sales. We are exposed to foreign
currency exchange rate fluctuations due to trafmatdenominated primarily in euros, Japanese @anadian dollars, Brazilian reals, British
pounds and Swedish kronor, which may potentialjuoe the U.S. dollars we receive for sales denaeihiaa any of these foreign currencies
and/or increase the U.S. dollars we report as esgeeim these currencies, thereby affecting ourrteg@onsolidated revenues and net earnings.
We do not currently hedge our foreign currency expe. Consequently, fluctuations between the caresrin which we do business have
caused and will continue to cause foreign curregraysaction gains and losses. We cannot prediafthets of currency exchange rate
fluctuations upon our future operating results lseaof the number of currencies involved, the \mitg of currency exposures and the
volatility of currency exchange rates.

In addition to foreign currency exchange rate flations, there are a number of additional riske@iated with our international operations,
including those related to:

. the imposition of or increase in import or expautids, surtaxes, tariffs or customs dut

. the imposition of import or export quotas or ottrade restrictions

. foreign tax laws and potential increased costscatam with overlapping tax structure

. longer accounts receivable cycles in certain foreiguntries, whether due to cultural, exchangeaoati#ther factors

. changes in regulatory requirements in internatiomatkets in which we operat

. inquiries into possible improprieties in our intational operations, such as our inclusion in thporeof the Independent Inqui

Committee into the United Nations Oil-For-Food Raomgme as allegedly having made payments to thédmegrnment in
connection with certain product sales which we ntadeaq under this program from 2000 to 2003;
. economic and political instability in foreign coties.
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The medical device industry is the subject of a governmental investigation into marketing and other business practices which could divert the
attention of our management, be costly to us and have an adverse effect on our financial condition and results of operations.

In January 2005, ANS received a subpoena from tfieedf the Inspector General, Department of Healhd Human Services, requesting
documents related to certain of its sales and nmiatkereimbursement, Medicare and Medicaid billiagd other business practices.

In October 2005, the U.S. Department of Justicéngehrough the U.S. Attorney’s office in Bost@mommenced an industwyide investigatiol
under the HIPAA privacy rule into whether makersroplantable cardiac rhythm devices had offeredrappr payments or other inducements
to doctors or other persons as a means of promtitengse of these makegoducts. As part of this investigation, we recdigecivil subpoen
from the U.S. Attorney’s office in Boston requesgtitiocuments on our practices related to pacemalkdds, lead systems and related products
marketed by our CRM business during the period fdamuary 2000 to date. We understand that ouripahcompetitors in the CRM therapy
areas received similar civil subpoenas.

In February 2006, we received a subpoena from E@ Iquesting that we produce documents concetrangactions under the U.N. Qil-for-
Food Programme. We are cooperating with the SEtjgest.

While we intend to cooperate fully with these inigations and are responding to these requestsameot predict when these investigations
will be resolved, the outcome of these investigetior their impact on the Company. If these ingedibns continue over a long period of time,
they could divert the attention of management ftbenday-to-day operations of our business, impagéfieant administrative burdens on us
and result in additional compliance or other coBlsese potential consequences, as well as anysalgatcome from these investigations, ¢
have an adverse effect on our financial conditiot esults of operations.

Regulatory actions arising from the concern over Bovine Spongiform Encephal opathy may limit our ability to market products containing
bovine material.

Our Angio-Seal™ vascular closure device, as wetlarsvascular graft products, contain bovine calagn addition, some of the tissue heart
valves which we market incorporate bovine pericrmiaterial. Certain medical device regulatory ajgenhave begun to consider whether to
continue to permit the sale of medical devices ithatrporate any bovine material because of coscever BSE, sometimes referred to as
“mad cow disease,” a disease which has sometimess thensmitted to humans through the consumptidreef. While we are not aware of any
reported cases of transmission of BSE through naégioducts and while we are cooperating with ratguiyy agencies considering these issues,
the suspension or revocation of authority to mactuf@, market or distribute products containingibevnaterial, or the imposition of a
regulatory requirement that we procure materiattfiese products from alternate sources, couldtrgsldst market opportunities, harm the
continued commercialization and distribution of sgpecoducts and impose additional costs on us. Ariliese consequences could in turn have
a material adverse effect on our financial conditmd results of operations.

We are not insured against all potential losses and could be seriously harmed by natural disasters or other catastrophes.

Our facilities could be materially damaged by equithkes, hurricanes and other natural disasteratasttophic circumstances. For example
have significant CRM manufacturing facilities loeatin Sylmar and Sunnyvale, California. Califorag@thquake insurance is currently diffic

to obtain, extremely costly and restrictive witspect to scope of coverage. Our earthquake inseifanchese California facilities provides $
million of insurance coverage in the aggregatehwitleductible equal to 5% of the total value efftility and contents involved in the claim.
Consequently, despite this insurance coverageowkel incur uninsured losses and liabilities aridirggm an earthquake near one or both of our
California manufacturing facilities as a resultvafious factors, including the severity and locatid the earthquake, the extent of any damage
to our manufacturing facilities, the impact of artbquake on our California workforce and on tHeaistructure of the surrounding
communities and the extent of damage to our invgrdnd work in process. While we believe that oysasure to significant losses from a
California earthquake could be partially mitigatgdour ability to manufacture some of our CRM prouat our Swedish manufacturing
facility, the losses could have a material adveffect on our business for an indeterminate peoidiime before this manufacturing transitiol
complete and operates without significant problEorthermore, our manufacturing facility in Puertedmay suffer damage as a result of
hurricanes which are frequent in the Caribbeanvelmidh could result in lost production and additibegpenses to us to the extent any such
damage is not fully covered by our hurricane ansir®ss interruption insurance.
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Even with insurance coverage, natural disasteathar catastrophic events could cause us to ssiffestantial losses in our operational capi
and could also lead to a loss of opportunity ana potential adverse impact on our relationshiph wiir existing customers resulting from our
inability to produce products for them, for whicle would not be compensated by existing insuranks. ifi turn could have a material adve
effect on our financial condition and results otogtions



Item 1B. UNRESOLVED STAFF COMMENTS
None.

Item 2. PROPERTIES

We own our principal executive offices, which asedted in St. Paul, Minnesota. Our manufacturingifees are located in California,
Minnesota, Arizona, South Carolina, Texas, Neweler®regon, Canada, Brazil, Puerto Rico and Swedenown approximately 54%, or
370,000 square feet, of our total manufacturingepAll of our owned manufacturing space is in @RM/CS/Neuro reportable segment. Our
remaining manufacturing space is leased.

We also maintain sales and administrative officethe United States at 24 locations in 13 statdsoamside the United States at 76 locations in
33 countries. With the exception of two locatioals of these locations are leased.

We believe that all buildings, machinery and equéptrare in good condition, suitable for their pusp®and are maintained on a basis
consistent with sound operations. We believe thahave sufficient space for our current operatand for foreseeable expansion in the next
few years.

Item 3. LEGAL PROCEEDINGS

We are the subject of various pending or threatéegal actions and proceedings, including thosealiae in the ordinary course of our
business. Such matters are subject to many unciesaand to outcomes that are not predictable agurance and that may not be known for
extended periods of time. We record a liabilityir consolidated financial statements for costteel to claims, including future legal costs,
settlements and judgments, where we have assésgteallbss is probable and an amount can be rdalgastimated. Our significant legal
proceedings are discussed in Note 5 of the CoratelilFinancial Statements in the Financial Repettided in St. Jude Medical’'s 2005
Annual Report to Shareholders and filed as ExHiBito this Form 10-K and incorporated herein berefice. While it is not possible to predict
the outcome for most the legal proceedings disclgsBlote 5, the costs associated with such praogsaould have a material adverse effect
on our consolidated earnings, financial positiocash flows of a future period.

Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

There were no matters submitted to a vote of sgchalders during the fourth quarter of 2005.
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Item 5. MARKET FOR REGISTRANT'S COMMON EQUITY, R ELATED STOCKHOLDER MATTERS
AND
ISSUER PURCHASES OF EQUITY SECURITIES

There were no sales of unregistered securitiesiduhie 2005 fiscal year. There were no shares cbpsed under our share repurchase pro

in the fourth quarter of 2005. The information feth under the “Stock Exchange Listings” captiarthe Financial Report included in St. Jude
Medical's 2005 Annual Report to Shareholders aledi fas Exhibit 13 to this Form 10-K is incorporatestein by reference. We have not
declared or paid any cash dividends during the thasé years. We currently intend to retain ouniggys for use in the operation and expansion
of our business and therefore do not anticipaténgagny cash dividends in the foreseeable future.

Item 6. SELECTED FINANCIAL DATA



The information set forth under the caption “Fivea¥ Summary Financial Data” in the Financial Repartuded in St. Jude Medical's 2005
Annual Report to Shareholders and filed as ExHiBito this Form 10-K is incorporated herein by refee.

Item 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

The information set forth under “Management’s Dssian and Analysis of Financial Condition and Ressaf Operations” in the Financial
Report included in St. Jude Medical’'s 2005 Annuep&t to Shareholders and filed as Exhibit 13 i® Borm 10-K is incorporated herein by
reference.

Item 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURE S ABOUT MARKET RISK

The information set forth under the “Market Risletson of “Management’s Discussion and Analysigiofancial Condition and Results of
Operations” in the Financial Report included inJitde Medical’s 2005 Annual Report to Shareholdasfiled as Exhibit 13 to this Form 10-
K is incorporated herein by reference.

Item 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY D ATA

The Consolidated Financial Statements and Notestthand the Report of Independent Registered @@lalcounting Firm set forth in the
Financial Report included in St. Jude Medical’s 2@hnual Report to Shareholders and filed as ExiiBito this Form 10-K are incorporated
herein by reference.

Item 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUN TANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.

Item 9A. CONTROLS AND PROCEDURES

Under the supervision and with the participatiomof management, including our Chief Executive €ffi(“CEQ”)and Chief Financial Offict
(“CFO"), we evaluated the effectiveness of the giesind operation of our disclosure controls andgudares (as defined in Rule 13a-15(e)
under the Securities Exchange Act of 1934 (the Haxge Act”)). Based on that evaluation, our CEO @R concluded that our disclosure
controls and procedures were effective as of Deeerdb, 2005.

Management’s annual report on our internal corgvelr financial reporting is provided in the FinaddReport included in St. Jude Medical’'s
2005 Annual Report to Shareholders and filed ashixh3 to this Form 10-K and incorporated hereyrréference. Management’s assessment
of the effectiveness of our internal control ovieahcial reporting as of December 31, 2005 has heelited by Ernst & Young LLP, an
independent registered public accounting firm,taged in their report which is provided in the Finil Report included in St. Jude Medical’s
2005 Annual Report to Shareholders and filed ashixh3 to this Form 10-K and incorporated hereyrréference.
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During the fiscal quarter ended December 31, 20@5¢ were no changes in our internal control éwancial reporting (as defined in Rule
13a-15(f) under the Exchange Act) that have mdtgmdfected, or are reasonably likely to matesiaffect, our internal control over financial
reporting.

Item 9B. OTHER INFORMATION

Effective with the acquisition of ANS on Novembé, 2005, we assumed the Employment Agreement dgistl, 2002 between Christopt

G. Chavez and ANS (the “Employment Agreement”). flinavez joined ANS as President, Chief Executiviic&f and director in April 1998
and became President of our Neuromodulation Dirigdllowing the acquisition of ANS. The Employmekgreement expires April 1, 2007,
and automatically renews for one-year terms thézeahless ANS gives at least 90 days notice ofermwal. Under the Employment
Agreement, Mr. Chavez is entitled to an annual Isatary of at least $253,500, subject to incre&ses time to time, and a performance-based
incentive bonus equal to 60% of his annual bas®Esil certain target strategic milestones and cbje measurements of profitability and
shareholder value determined annually by mutuaegent of Mr. Chavez and the ANS board of direcaioesmet. The performance-based
incentive bonus ultimately received by Mr. Chaveald be above or below 60% of his base salary, nitipg on how his performance
compares to the target objectives establisheduBnt$o the Employment Agreement, Mr. Chavez is algtitled to receive stock optior



employee benefits generally available to othercefs of ANS and certain other perquisites. The Bypknt Agreement provides that if ANS
terminates Mr. Chavez’'s employment without “cau&es’ defined in the Employment Agreement), Mr. Clzawv#l be entitled to receive
severance compensation equal to 200% of his higimestal salary and targeted annual bonus, a jablspayment and health benefits for a
period of two years following the date of terminati This termination payment would not be payabteyever, if the cause of termination w

a “change-in-control,” in which case Mr. Chavez \ble entitled only to severance compensation utigemermination Agreement described
below. The Employment Agreement also contains demtfiiality, trade secret and noncompetition prawisi

Effective with the acquisition of ANS, we also as®d the Special Termination Agreement dated AprdD2 between Mr. Chavez and ANS
(the “Termination Agreement”). The Termination Agneent expires April 1, 2007, and automatically venér one-year terms thereafter
unless ANS gives at least 90 days notice of nonvahélhe Termination Agreement provides that, updohange-in-control”gs defined in tr
Termination Agreement) of ANS, Mr. Chavez will batiled to severance pay in an amount equal to 26Bbis highest annual salary and
targeted annual bonus, payment of any excise tdxe€havez incurs as a result of the severance payand payment of any income and
excise taxes on the excise tax payments, and sefizh payment. Our acquisition of ANS constitiédhange-in-control” under the
Termination Agreement, and on November 18, 2005SAhade a $1,931,125 change-in-control payment tdO\avez.

The foregoing descriptions of the Employment Agreatrand the Termination Agreement are not comgleteare qualified in their entirety
reference to the Employment Agreement and Terngnatigreement, copies of which are filed as Exhili23 and Exhibit 10.24, respective
to this Annual Report on Form 10-K and are incogped herein by reference.

We intend to enter into a new employment agreenagt into our standard severance agreement, wittChavez that will supersede the
Employment Agreement and Termination Agreemenpeetvely.
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Item 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

The information set forth under the captions “Boaf®irectors,” “Section 16(a) Beneficial OwnershReporting Compliance” and “Director
Independence and Audit Committee Financial Expant$t. Jude Medical's Proxy Statement for the 28@86ual Meeting of Shareholders is
incorporated herein by reference. The informatietferth under the caption “Executive Officers loé tRegistrant” in Part I, Item | of this Form
10-K is incorporated herein by reference.

We have adopted a Code of Business Conduct foPoncipal Executive Officer, Principal Financialf@@ér, Principal Accounting Officer and
all other employees. We have made our Code of Bgsionduct available on our website (http://www.spm) under the Company
Information section “About Us” and is availablegrint to any shareholder who submits a request.tdusie Medical, Inc., One Lillehei Plaza,
St. Paul, Minnesota 55117, Attention: Corporater&acy. We intend to satisfy the disclosure requiat under Item 5.05 of Form 8-K
regarding an amendment to, or waiver from, a piomisf our Code of Business Conduct by posting sofdrmation on our website at the w
address and location specified above.

Information included on our website is not deermeld incorporated into this Form 10-K.
Item 11. EXECUTIVE COMPENSATION

The information set forth under the captions “Congagion of Directors” and “Executive Compensati@eXcept for information under the
“Report of the Compensation Committee on Execufteenpensation”) in St. Jude Medical’s Proxy Statetnfienthe 2006 Annual Meeting of
Shareholders is incorporated herein by reference.

Item 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIA L OWNERS AND MANAGEMENT AND
RELATED STOCKHOLDER MATTERS

The information set forth under the captions “SHavenership of Management and Directors and CeRaimeficial Owners” and “Executive
Compensation Plan Information” in St. Jude Medg&roxy Statement for the 2006 Annual Meeting adr8holders is incorporated herein by
reference.

Item 13. CERTAIN RELATIONSHIPS AND RELATED TRANS ACTIONS



The information set forth under the caption “Refaarty Transactions” in St. Jude Medical's Protgt@nent for the 2006 Annual Meeting of
Shareholders is incorporated herein by reference.

Item 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information set forth under the caption “Pragde Ratify the Appointment of Independent RegistiePublic Accounting Firm” in St. Jude
Medical's Proxy Statement for the 2006 Annual Megtbf Shareholders is incorporated herein by refere
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Item 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDU LES

(a) List of documents filed as part of this Ref
(1) Financial Statement
The following Consolidated Financial StatementSbfJude Medical and Report of Independent RegidtBublic Accountin
Firm as set forth in the Financial Report include&t. Jude Medical’s 2005 Annual Report to Shalddrs are incorporated
herein by reference from Exhibit 13 attached hel
Report of Independent Registered Public Accourf&imm
Consolidated Statements of Earni- Fiscal Years ended December 31, 2005, 2004 and
Consolidated Balance She— December 31, 2005 and 20
Consolidated Statements of Sharehol Equity — Fiscal Years ended December 31, 2005, 2004 and
Consolidated Statements of Cash Fl Fiscal Years ended December 31, 2005, 2004 and
Notes to Consolidated Financial Stateme
(2) Financial Statement Schedul

Schedule I+ Valuation and Qualifying Accounts, is filed as pafrthis Form 1-K (see Item 15(c))

All other financial statement schedules not dstove have been omitted because the requiredriafmn is included in the
Consolidated Financial Statements or Notes theoetis, not applicable

(3)  Exhibits

Pursuant to Item 601(b)(4)(iii) of Regulatio-K, copies of certain instruments defining the rigbt holders of certain loi-term
debt of St. Jude Medical’s are not filed, and &ulthereof, we agree to furnish copies theredfiécSecurities and Exchange
Commission upon reque:

Exhibit Exhibit Index

2.1 Stock Purchase Agreement among St. Jude Medical,3h Jude Medical Japan K.K., Getz B
& Co. Zug Inc., Getz International, Inc. and MulkPhipps (Japan) Ltd. dated as of
September 17, 2002 (USA) is incorporated by refegdrom Exhibit 2.1 of St. Jude Medical’'s
Annual Report on Form -K from the year ended December 31, 2(

2.2 Amendment, dated as of February 20, 2003, to Sfackhase Agreement among St. Jude
Medical, Inc., St. Jude Medical Japan K.K., GetaBi& Co. Zug Inc., Getz International, Inc.
and Muller & Phipps (Japan) Ltd. dated as of Sepwmi 7, 2002 (USA) is incorporated by
reference from Exhibit 2.1 of St. Jude Medical’'swal Report on Form 10-K from the year
ended December 31, 20(



2.3

Amended and Restated Agreement and Plan of Mellgegd as of September 29, 2004, am
St. Jude Medical, Inc., Dragonfly Merger Corp., &wtlocardial Solutions, Inc. is incorporatec
reference from Exhibit 99.1 of St. Jude Medicalig@nt Report on Form 8-K filed on
September 29, 200
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2.4
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3.1

3.2

4.1

4.2

4.3

10.1

10.2

10.3

10.4

10.5

Stock Purchase Agreement between St. Jude Metticaland Velocimed, LLC, dated as
February 14, 2005, is incorporated by referencen fiexhibit 2.4 of St. Jude Medical’'s Annual
Report on Form 1-K from the year ended December 31, 2(

Agreement and Plan of Merger between St. Jude Mgditc. and Advanced Neuromodulation
Systems, Inc., dated as of October 15, 2005, mrpurated by reference from Exhibit 2.1 of
St. Jude Medic’s Current Report on Forn-K filed on October 17, 200!

Articles of Incorporation, as restated as of Felyr@%, 2005, are incorporated by reference from
Exhibit 3.1 of St. Jude Medical’s Annual Reportleorm 10-K for the year ended December 31,
2004.

Bylaws, as amended and restated as of FebruaB0P5, are incorporated by reference fr
Exhibit 3.1 of St. Jude Medic's Current Report on Forn-K filed on March 2, 200E

Rights Agreement dated as of June 16, 1997, bet&eelude Medical and American Stock
Transfer and Trust Company, as Rights Agent, inoithe Certificate of Designation,
Preferences and Rights of Series B Junior Pref&teck is incorporated by reference from
Exhibit 4 of St. Jude Medical’'s Quarterly Reportlearm 10-Q for the quarter ended June 30,
1997.

Amendment, dated as of December 20, 2002, to Rigfptsement, dated as of June 16, 199
incorporated by reference from Exhibit 1 of St.€llledical’s Current Report on Form 8-K filed
on March 21, 2002

Indenture, dated as of December 12, 2005, betwkeelu& Medical, Inc. and U.S. Bank Natio
Association, as trustee, is incorporated by refe@drom Exhibit 4.1 of St. Jude Medical’'s
Current Report on Forrr-K filed on December 12, 200

Form of Indemnification Agreement that St. Jude Mal] Inc. has entered into with officers and
directors is incorporated by reference from Exhiififd) of St. Jude Medical’s Annual Report on
Form 1(-K for the year ended December 31, 198

St. Jude Medical, Inc. Management Incentive Comgiéms Plan is incorporated by reference
from Exhibit 10.2 of St. Jude Medical’'s Annual Rejpan Form 10-K for the year ended
December 31, 2001.

Management Savings Plan dated February 1, 199%adsporated by reference from Exhibit 1!
of St. Jude Medic’s Annual Report on Form -K for the year ended December 31, 199

Retirement Plan for members of the Board of Direstas amended on March 15, 1995, is
incorporated by reference from Exhibit 10.6 of Bide Medical’s Annual Report on Form 10-K
for the year ended December 31, 199

St. Jude Medical, Inc. 1991 Stock Plan is incorfeatdy reference from St. Jude Med's
Registration Statement on Forr-8 filed June 28, 1991 (Commission File N0-41459). *
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Exhibit Index

10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

St. Jude Medical, Inc. 1994 Stock Option Plan e®iporated by reference from Exhibit 4(a)
St. Jude Medical's Registration Statement on For@nfied July 1, 1994 (Commission File
No. 33-54435). *

St. Jude Medical, Inc. 1997 Stock Option Plan e®iporated by reference from Exhibit 4.1 of
St. Jude Medical’'s Registration Statement on Foi@nfiled December 22, 1997 (Commission
File No. 33:-42945). *

St. Jude Medical, Inc. 2000 Stock Plan is incorfeatdy reference from Exhibit 10.9 of St. Jude
Medica’s Annual Report on Form -K for the year ended December 31, 200

St. Jude Medical, Inc. 2000 Employee Stock PurclBaséngs Plan is incorporated by reference
from Exhibit 10.10 of St. Jude Medical’s Annual Repon Form 10-K for the year ended
December 31, 2001.

St. Jude Medical, Inc. 2002 Stock Plan, as Amendddcorporated by reference from
Exhibit 10.14 of St. Jude Medical’'s Quarterly Repmr Form 109 for the quarter ended June
2002. *

St. Jude Medical, Inc. N-Qualified Stock Option Agreement is incorporatedré&ference fron
Exhibit 10.14 of St. Jude Medical’s Annual Repartleorm 10-K for the year ended
December 31, 2004.

St. Jude Medical, Inc. Amended and Restated 198&kSDdption Plan (formerly the Que
Medical, Inc. 1995 Stock Option Plan). *

St. Jude Medical, Inc. Amended and Restated 198&Sdption Plan (formerly the Quest
Medical, Inc. 1998 Stock Option Plan). *

St. Jude Medical, Inc. Amended and Restated 208€kSdption Plan (formerly the Advanc
Neuromodulation Systems, Inc. 2000 Stock OptiomPra#

St. Jude Medical, Inc. Amended and Restated 200dl@&me Stock Option Plan (formerly t
Advanced Neuromodulation Systems, Inc. 2001 Em@&teck Option Plan). *

St. Jude Medical, Inc. Amended and Restated 208&kSDption Plan (formerly the Advanced
Neuromodulation Systems, Inc. 2002 Stock OptiomPla#

St. Jude Medical, Inc. Amended and Restated 208zkSihcentive Plan (formerly the Advanc
Neuromodulation Systems, Inc. 2004 Stock Incerfélan). * #

Amended and Restated Employment Agreement datefiMarch 25, 2001, between St. Jude
Medical, Inc. and Daniel J. Starks is incorporaigdeference from Exhibit 10.17 of St. Jude
Medica’s Annual Report on Form -K for the year ended December 31, 200
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10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26

10.27

10.28

10.29

Amendments to Compensation paid to Daniel J. Star&ksncorporated by reference fr
Item 1.01 of St. Jude Medics Current Report on Forn-K filed on December 16, 2005.

Amended and Restated Employment Agreement datefiMarch 25, 2001, between St. Jude
Medical, Inc. and Terry L. Shepherd is incorpordigdeference from Exhibit 10.19 of St. Jude
Medica’s Annual Report on Form -K for the year ended December 31, 200

Form of Severance Agreement that St. Jude Medimalhas entered into with officers relating
severance matters in connection with a changeritralas incorporated by reference from
Exhibit 10.18 of the Company’s Annual Report onrd0-K for the year ended December 31,
2001. *

Compensation of N-management Directors is incorporated by refererara ftem 1.01 o
St. Jude Medic’s Current Report on Forn-K filed on March 4, 2005.

Employment Agreement dated as of April 1, 2002wmeein Advanced Neuromodulation Systems,
Inc. and Christopher G. Chavez is incorporateddfgrence from Exhibit 10.16 of Advanced
Neuromodulation Syster’ Quarterly Report on Form 10-Q for the quartereshdlarch 31,

2002. *

Special Termination Agreement dated as of AprRdQ2, between Advanced Neuromodulation
Systems, Inc. and Christopher G. Chavez is incatpdrby reference from Exhibit 10.18 of
Advanced Neuromodulation Systems’ Quarterly ReporEorm 10-Q for the quarter ended
March 31, 2002.

Multi-Year $350,000,000 Credit Agreement, dated as ofeBager 11, 2003, among St. Jt
Medical, Inc., as the Borrower, Bank of AmericaAN.as Administrative Agent, L/C Issuer and
Lender, the Bank of Tokyo-Mitsubishi, Ltd. and ABWnro Bank N.V., as Co-Syndication
Agents, Bank One, N.A. and Wells Fargo Bank, Natigkssociation, as Co-Documentation
Agents, and the other lenders party thereto isrparated by reference from Exhibit 4.1 of

St. Jude Medic’s Quarterly Report on Form -Q for the quarter ended September 30, 2

Amendment No. 1, effective as of September 28, 2@0the Multi-Year $350,000,000 Credit
Agreement, dated as of September 11, 2003, by efwekbn St. Jude Medical, Inc., as the
Borrower, Bank of America, N.A., as Administratiégent, L/C Issuer and Lender, the Bank of
Tokyo-Mitsubishi, Ltd. and ABN Amro Bank N.V., ao€&Syndication Agents, Bank One, NA
and Wells Fargo Bank, N.A. (formerly known as Wélkrgo Bank, National Association), as Co-
Documentation Agents, and the other lenders phdseto. #

Amendment No. 2, effective as of November 7, 2@03he Multi-Year $350,000,000 Credit
Agreement, dated as of September 11, 2003, by efwekbn St. Jude Medical, Inc., as the
Borrower, Bank of America, N.A., as Administratifégent, L/C Issuer and Lender, the Bank of
Tokyo-Mitsubishi, Ltd. and ABN Amro Bank N.V., ao&Syndication Agents, Bank One, NA
and Wells Fargo Bank, N.A. (formerly known as Wéllrgo Bank, National Association), as Co-
Documentation Agents, and the other lenders phdseto. #

Multi-Year $400,000,000 Credit Agreement, datedf@@September 28, 2004, among St. Jude
Medical, Inc., as the Borrower, Bank of AmericaAN.as Administrative Agent, L/C Issuer and
Lender, the Bank of Tokyo-Mitsubishi, Ltd., as Siration Agent, Bank One, NA, Wells Fargo
Bank, N.A. and Suntrust Bank, as Co-Documentatigers, and the other lenders party thereto
is incorporated by reference from Exhibit 4.1 of Bide Medical’'s Quarterly Report on Form 10-
Q for the quarter ended September 30, 2

Amendment No. 1, effective as of November 7, 2@0%he Mult-Year $400,000,000 Crec
Agreement, dated as of September 28, 2004, by efwekbn St. Jude Medical, Inc., as the
Borrower, Bank of America, N.A., as Administratiégent, L/C Issuer and Lender, the Bank of
Tokyo-Mitsubishi, Ltd., as Syndication Agent, Babke, NA, Wells Fargo Bank, N.A. and
Suntrust Bank, as (-Documentation Agents, and the other lenders pheseto. #
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Exhibit

Exhibit Index

13

21

23

24

311

31.2

32.1

32.2

Portions of St. Jude Medic’s 2005 Annual Report to Shareholder
Subsidiaries of the Registrant. #

Consent of Independent Registered Public Accouriing. #
Power of Attorney.

Certification of Chief Executive Officer Pursuant$ection 302 ofthe Sarbanes-Oxley Act
of 2002. #

Certification of Chief Financial Officer Pursuant$ection 302 ofthe Sarbar-Oxley Act
of 2002. #

Certification of Chief Executive Officer Pursuant$ection 906 ofthe Sarbanes-Oxley Act
of 2002. #

Certification of Chief Financial Officer Pursuant$ection 906 ofthe Sarbanes-Oxley Act
of 2002. #

* Management contract or compensatory plaar@ngement.
# Filed as an exhibit to this Annual Reportramm 10-K.
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(b) Exhibits: Reference is made to Iltem 15(a)

(c) Schedule:

SCHEDULE Il — VALUATION AND QUALIFYING ACCOUNTS
(In thousands)

Additions Deductions
Balance at Balance at
Beginning Charged to End
Description of Year Expense Other (1) Write- offs (2) Other (1) of Year
Allowance for doubtful account
Fiscal year ende

December 31, 20( $ 31,28: $ 4,75¢ $ 58€ $ (1,89¢) $ (1,419 $ 33,31¢
December 31, 20( $ 31,90¢ $  4,38( $ — $ (2,47) $ (2,52 $ 31,28
December 31, 20( $ 24,07¢ $ 5,497 $ 4,56¢ $ (2,239 $ — $ 31,90t

1) In 2005, $586 of other additions represents tharza recorded as part of our 2005 acquisition oSA&hd the $1,413 of other



deductions represents the effects of changes @igioicurrency translation. In 2004, $640 of theeotitieductions represents the effects
of changes in foreign currency translation, andrémeaining $1,885 represents a reduction in tlenalhce for doubtful accounts. In
2003, $3,622 of the other additions representbéi@nce recorded as part of our 2003 acquisiticBei# Japan, and the remaining $
represents the effects of changes in foreign cayr&anslation

2) Uncollectible accounts written off, net of recoes:.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&{the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, therednlp authorized.

ST. JUDE MEDICAL, INC.

Date: March 16, 2006 By /s/ DANIEL J. STARKS

Daniel J. Starks
Chairman, President and Chief Executive Officer
(Principal Executive Officer)

By /s/ JOHN C. HEINMILLER

John C. Heinmiller
Executive Vice President and Chief Financial Office
(Principal Financial and Accounting Officer)

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of 1
registrant and in the capacities indicated, orlé# day of March, 2006.

/s/ DANIEL J. STARKS
Chairman of the Boar

Daniel J. Stark

/s/  JOHN W. BROWNM

Director
John W. Browr

/s/ RICHARD R. DEVENUTI
Director

Richard R. Devenu



/s/ STUART M. ESSIG

Stuart M. Essi¢

/sl THOMAS H. GARRETT Ill

Thomas H. Garrett Il

/s/ MICHAEL A. ROCCA

Michael A. Rocce

/s/ DAVID A. THOMPSON

David A. Thompsor

/s/ STEFAN K. WIDENSOHLER

Stefan K. Widensohle

/s/ WENDY L. YARNO

Wendy L. Yarnc

/sl FRANK C-P YIN

Frank ¢-P Yin

Director

Director

Director

Director

Director

Director

Director
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Exhibit 10.12

ST. JUDE MEDICAL, INC.
AMENDED AND RESTATED 1995 STOCK OPTION PLAN
(formerly known as the Quest Medical, Inc. 1995 Stk Option Plan)

1. _Purpose of the PlanThe purpose of the Plan is to attract andmettee best available personnel for positions obtadtial
responsibility and to provide incentives to suchspanel to promote the success of the business dti§e Medical, Inc. and its subsidiaries.

Certain options granted under this Planraended to qualify as “incentive stock optionsirguant to Section 422 of the Internal Revenue
Code of 1986, as amended from time to time, wheltain other options granted under the Plan witistibute nonqualified options.

2. _Definitions As used herein, the following definitions stegdply:
(@) “Board” shall mean the BoafdDirectors of the Corporation.

(b) “Common Stock” shall mear thommon Stock, $.10 par value per share, of thpdZation. Except as otherwise provided
herein, all Common Stock issued pursuant to the Bfhall have the same rights as all other issuddatstanding shares of Common Stock,
including but not limited to voting rights, the higto dividends, if declared and paid, and thetrigtpro rata distributions of the Corporation’s
assets in the event of liquidation.

(c) “Code” shall mean the In@rRevenue Code of 1986, as amended from timente. ti
(d) “Committee” shall mean th@mmittee described in Section 18 that administeesan
(e) “Corporation” shall mean 8ide Medical, Inc., a Minnesota corporation.

() “Date of Grant” shall medretdate on which an Option is granted pursuaritisoRlan or, if the Committee so determines, the
date specified by the Committee as the date thedawdo be effective.

(g) ‘“Disinterested Director” $hmean a director who is not, during the one y@é#or to service as an administrator of the Plan, o
during such service, granted or awarded an Optizayant to the Plan or any other plan of the Cafimn or any of its affiliates (exceptas r
be permitted by Rule 16b-3 promulgated under thehBrge Act).

(h) “Employee” shall mean anfia#r or other key employee of the Corporation oe of its Subsidiaries (including any director
who is also an officer or key employee of the Coation or one of its Subsidiaries).

() “Exchange Act” shall mearetBecurities Exchange Act of 1934, as amended.

() “Fair Market Value” shall rae the closing sale price (or average of the quoeging bid and asked prices if there is no clgsin
sale price reported) of the Common Stock on the gpécified as reported by the New York Stock Ergleaor by the principal national stock
exchange on which the Common Stock is then ligtetere is no reported price information for ther@mon Stock, the Fair Market Value will
be determined by the Committee, in its sole digametn making such determination, the Committee nbaut shall not be obligated to,
commission and rely upon an independent appraigheocCommon Stock.

(k) “Nonqualified Option” shatiean any Option that is not a Qualified Option.
() “Option” shall mean a stoafition granted pursuant to Section 6 of this Plan.

(m) “Optionee” and “Participardfiall each mean an individual who receives andbpiursuant to this Plan.

(n) “Plan” shall mean the StddWMedical, Inc. Amended and Restated 1995 Stodlo@plan (which was formerly known as the
Quest Medical, Inc. 1995 Stock Option Plan), asraded from time to time.

(o) “Qualified Option” shall meany Option that is intended to qualify as an émtive stock optiontithin the meaning of Secti
422 of the Code



(p) “Rule 16b-3" shall mean Radkbh-3 of the rules and regulations under the BExgha\ct as Rule 16b-3 may be amended from
time to time and any successor provisions to R@ke 3 under the Exchange Act.

(@) “Subsidiary” shall mean amgw existing or hereinafter organized or acquirechpany of which more than fifty percent (50%)
of the issued and outstanding voting stock is owgrecbntrolled directly or indirectly by the Corpaion or through one or more Subsidiarie
the Corporation.

3. _Term of Plan The Plan was adopted by the Board of Direab@Quest Medical, Inc. effective as of March 309%3%nd approved
by the shareholders of Quest Medical, Inc. on Al 995. The Plan was assumed by the Corporaticsupnt to the terms of the Agreement
and Plan of Merger among the Corporation, Apolladée Corp., and Advanced Neuromodulation Systents, Hated as of October 15, 2005
(the “Merger Agreement”). The Plan was amendeduyarnsto resolutions adopted by the Board on Oct@a#deR005 in order to make changes
necessary to reflect the assumption of the PlaiéyCorporation. Pursuant to the Merger Agreenwrthe Effective Time (as defined in the
Merger Agreement), the then outstanding Optionsutite Plan were converted into Options to purci@samon Stock. After the Effective
Time, no additional Options will be granted undex Plan. The Plan shall continue in effect so laa@ptions granted under the Plan remain
outstanding, subject to earlier termination as fgled under Section 18(a).

4. _Shares Subject to the PlakVhen the Plan was adopted by the Board of Bire@and shareholders of Quest Medical, Inc. it
contained the following provision: “Subject to asfjonent as provided in Section 17 hereof, the aggeagumber of shares of Common Stock
issuable upon the exercise of Options pursuaritisoRtlan shall be 250,000 shares; provided, howévatr on January 1 of each year
(commencing on January 1, 1996), the aggregate auaflshares of Common Stock then issuable upomxbecise of Options shall be
increased by the same percentage that the totdbewofi issued and outstanding shares of Commork $toeased from the preceding
January 1 to the following December 31 (if suchcpatage is positive). For example, if the total benof issued and outstanding shares of
Common Stock on January 1, 1996 were 5,000,00aptaEnumber of issued and outstanding sharelseo€brporation on December 31, 1996
were 5,500,000, and the aggregate number of sbaf@smmon Stock then issuable upon the exercisgptibns pursuant to this Plan were
250,000, the aggregate number of shares of Comroak &suable under the Plan effective Januarn®27 Wwould be 275,000 (a 10%
increase). Shares issuable upon the exercise @fr3phay either be authorized but unissued shargeasury shares. The Corporation shall,
during the term of this Plan, reserve and keeplaviai a number of shares of Common Stock suffidierstatisfy the requirements of the Plat
an Option should expire or become unexercisablarigrreason without having been exercised in fladn the shares that were subject thereto
shall, unless the Plan shall have terminated, bedormediately available for the grant of additio@gitions under this Plan, subject to the
limitations set forth above. In addition, for puges of calculating the aggregate number of shhegsrtay be issued under this Plan, only the
net shares issued (including the shares, if amthhsld for tax withholding requirements) shall lmeicted when shares of Common Stock are
used as full or partial payment for shares issyszhiexercise of a Qualified Option or a Nonquatifftock Option. Shares tendered by a
Participant as payment for shares issued uponexmttise shall be available for reissuance undePtan.”

5. _Eligibility. Qualified Options may be granted under Sediofi the Plan to such Employees of the Corporatioits Subsidiaries ¢
shall be determined by the Committee. Nonqualifgxdions may be granted under Section 6 of the ®lauch Employees of the Corporation
or its Subsidiaries as shall be determined by th@@ittee. In connection with the granting of Qualif Options, the aggregate Fair Market
Value (determined at the Date of Grant of a QuedifOption) of the shares with respect to which @iedl Options are exercisable for the first
time by an Optionee during any calendar year (uatlesuch plans of the Optionee’s employer corporeand its parent and subsidiary
corporations as defined in Section 424(e) andf(fhe Code, or a corporation or a parent or subsjdiorporation of such corporation issuing
or assuming an Option in a transaction to whichiBeet24(a) of the Code applies (collectively, sgolnporations described in this sentence
hereinafter referred to as “Related Corporationshgll not exceed $100,000 or such other amoufibastime to time provided in Section 422
(d) of the Code or any successor provision. In eotion with the granting of any Options under tfenPthe aggregate number of shares of
Common Stock issuable to any single Employee stwtlexceed the number of shares subject to therPfarred to in Section 4.

6. _Grant of Options The Committee shall determine the number ofeshaf Common Stock to be offered from time to tipoesuant
to Options granted hereunder and shall grant Optimder the Plan. The grant of Options shall bdendged by Option agreements containing
such terms and provisions as are approved by then@tbee and executed on behalf of the Corporatioarbappropriate officer.

7. _Time of Grant of Options The date of grant of an Option under the Plail be the date on which the Committee awardOghion
or, if the Committee so determines, the date sggecly the Committee as the date the award is &ffleetive. Notice of the grant shall be gi
to each Participant to whom an Option is grantednmtly after the date of such grant.

8. _Price The Option price for each share of Common Ssutkect to an Option (the “Exercise Pricgtanted pursuant to Section 6
the Plan shall be determined by the CommitteeeaDtdite of Grant; provided, however, that (a) therEise Price for any Option shall not be
less than 100% of the Fair Market Value of the Cami8tock at the Date of Grant, and (b) if the Qpti® owns on the Date of Grant more
than 10 percent of the total combined voting powfeall classes of stock of the Corporation or @sgnt or any of its subsidiaries, as more fully
described in Section 422(b)(6) of the Code or amesssor provision (such shareholder is referrdebtein as “1C-Percent Stockhold”), the



Exercise Price for any Qualified Option grantedtich Optionee shall not be less than 110% of tireMrket Value of the Common Stock at
the Date of Grant.

9. _Vesting Subject to Section 11 of this Plan, each Optimard under the Plan shall vest in accordance thétvesting provisions s
forth in the applicable Option agreement. The Cott@aimay, but shall not be required to, permit bezeéion of vesting upon any sale of the
Corporation or similar transaction. A Participar@ption agreement may contain such additional gioxs with respect to vesting as the
Committee shall specify.

10. _Exercise A Participant may pay the Exercise Price ofghares of Common Stock as to which an Optioniisgoexercised by the
delivery of (a) cash, (b) check, (c) at the Comeeit option, previously owned shares of Common Steskrty a Fair Market Value on the d
immediately preceding the exercise date equaladettercise Price or (d) at the Commitseeption, any other consideration that the Comm
determines is consistent with the Plan’s purposkagplicable law. If the shares to be purchased@vered by an effective registration
statement under the Securities Act of 1933, as dewrany Option granted under the Plan may be meekby a brokedealer acting on behe
of an Optionee if (a) the broker-dealer has reckfvem the Optionee or the Corporation a fully- ahdly-endorsed agreement evidencing such
Option, together with instructions signed by thei@mee requesting the Corporation to deliver theret of Common Stock subject to such
Option to the broker-dealer on behalf of the Optimand specifying the account into which such shsineuld be deposited, (b) adequate
provision has been made with respect to the payofeanry withholding taxes due upon such exerciad,(a) the broker-dealer and the
Optionee have otherwise complied with Section 2@)(8) of Regulation T, 12 CFR Part 220, or anycegsor provision.

11. When Qualified Options May be Exsed. No Qualified Option shall be exercisable at ime after the expiration of ten (10)
years from the Date of Grarprovided, howeverthat if the Optionee with respect to a Qualift@gtion is a 10Percent Stockholder on the D.
of Grant of such Qualified Option, then such Optitiall not be exercisable after the expirationa# {5) years from its Date of Grant. In
addition, if an Optionee of a Qualified Option cesso be an employee of the Corporation or anytBel@orporation for any reason, such
Optionee’s vested Qualified Options shall not bereisable after (a) 90 days following the date SDptionee ceases to be an employee of the
Corporation or any Related Corporation, if suctsaien of service is not due to the death or peentiand total disability (within the meaning
of Section 22(e)(3) of the Code) of the Optionagpd twelve months following the date such Optiereases to be an employee of the
Corporation or any Related Corporation, if suctsaéen of service is due to the death or permasedtotal disability (as defined above) of
the Optionee. Upon the death of an Optionee, astedeQualified Option exercisable on the date etlienay be exercised by the Optionee’s
estate or by a person who acquires the right toceseesuch Qualified Option by bequest or inhed&ar by reason of the death of the
Optionee, provided that such exercise occurs wiboith the remaining option term of the Qualifiedtiop and twelve months after the date of
the Optionees death. This Section 11 only provides the outeitdi of allowable exercise dates with respect talfiad Options; the Committe
may determine that the exercise period for a Qedli®ption shall have a shorter duration than asifipd above.

12. Option Financing Upon the exercise of any Option granted unkleRlan, the Corporation may, but shall not beireduo, make
financing available to the Participant for the ghase of shares of Common Stock pursuant to sudlr©Oph such terms as the Committee shall
specify.

13. _Withholding of Taxes The Committee shall make such provisions aked saich steps as it may deem necessary or apgeofoia
the withholding of any taxes that the Corporati®neiquired by any law or regulation of any governtakauthority to withhold in connection
with any Option including, but not limited to, withlding the issuance of all or any portion of thares of Common Stock subject to such
Option until the Participant reimburses the Corgiorafor the amount it is required to withhold witsspect to such taxes, cancelling any
portion of such issuance in an amount sufficiemetmburse the Corporation for the amount it isuiesf to withhold or taking any other action
reasonably required to satisfy the Corporationthiolding obligation.

14. Conditions Upon Issuance of Sharéhe Corporation shall not be obligated to eeissue any shares upon the exercise of any
Option granted under the Plan unless the issuamteédalivery of shares shall comply with all prowiss of applicable federal and state
securities laws and the requirements of the NevkYstock Exchange or any stock exchange upon wiiahes of the Common Stock may tl
be listed.

As a condition to the exercise of an Optitve Corporation may require the person exercigiegOption to make such representations and
warranties as may be necessary to assure thelalmilaf an exemption from the registration reaarirents of applicable federal and state
securities laws.

The Corporation shall not be liable forusthg to sell or issue any shares covered by artip@jf the Corporation cannot obtain authority
from the appropriate regulatory bodies deemed byQbrporation to be necessary to lawfully sellssue such shares. In addition, the
Corporation shall have no obligation to any Paptcit, express or implied, to list, register or otfise qualify the shares of Common Stock
covered by any Optiol



No Participant will be, or will be deemexite, a holder of any Common Stock subject to atio®unless and until such Participant has
exercised his or her Option and paid the purchase for the subject shares of Common Stock. Egutio® under this Plan shall be
transferable only by will or the laws of descend aistribution and shall be exercisable duringRlagticipant’s lifetime only by such
Participant.

Any Common Stock issued pursuant to thecse of an Option to a person who would be deeamedfficer or director of the Corporati
under Rule 16b-3 shall not be transferred untiéast six months have elapsed from the Date of (Goatiie date of disposition of the Common
Stock.

15. _Restrictions on TransferShares of Common Stock issued pursuant toldredhall be subject to restrictions on transfeteun
applicable federal and state securities laws. Toer@®may impose such additional restrictions orothieership and transfer of shares of
Common Stock issued pursuant to the Plan as it sleesirable; any such restrictions shall be sét farany Option agreement entered into
hereunder.

16. Modification of Options At any time and from time to time, the Comrrétteay execute an instrument providing for modifaat
extension or renewal of any outstanding Optionyjaled that no such modification, extension or realesthall impair the Option without the
consent of the holder of the Option or conflictwiihe provisions of Rule 16b-3 or the New York &t&xchange or any stock exchange on
which shares of Common Stock may then be listedwitfastanding the foregoing, (a) in the event aftsa modification, substitution,
extension or renewal of a Qualified Option, the @uttee may increase the exercise price of sucho@ptinecessary to retain the qualified
status of such Option, and (b) the Committee nmaijtsidiscretion and without the holder’s consentjvert any Qualified Option into a
Nonqualified Option

17. _Effect of Change in Stock Subjecthte Plan In the event that each of the outstanding shaf€ommon Stock (other than shares
held by dissenting stockholders) shall be changedar exchanged for a different number or kindlwdires of stock of the Corporation or of
another corporation (whether by reason of mergersalidation, recapitalization, reclassificatioplitsup, combination of shares or otherwise),
or in the event a stock split or stock dividendlishave occurred, then the Corporation may eithgis(bstitute for each share of Common S
then subject to Options or available for Optiors tlumber and kind of shares of stock into whictheadstanding share of Common Stock
(other than shares held by dissenting stockholddral) be so changed or exchanged, or the numisdrasés of Common Stock as is equitably
required in the event of a stock split or stockidiwnd, together with an appropriate adjustmenhefiExercise Price, or (b) cancel all such
Options as of the effective date of any mergersobidation, recapitalization, reclassification,isplp or combination of shares by giving
written notice to each holder thereof or his peasoaepresentatives of its intention to do so angéynitting the exercise of all such Options,
without regard to determinations of periods oralistents of exercisability during the thirty (30ydperiod immediately preceding such
effective date. The Committee may, but shall notdapiired to, provide additional arilution protection to a Participant under the terofi the
Participant’s Option agreement or otherwise.

18. Administration

(@) Notwithstanding anything to the cany herein, to the extent necessary to comply thighrequirements of Rule 16b-3, the Plan shall
be administered by the Board, if each member issai@rested Director, or by a committee of twarmre Disinterested Directors appointec
the Board (the group responsible for administetivggPlan is referred to herein as the “Committe@jjtions may be granted under Sections 6
and 7, respectively, only by majority agreementhef members of the Committee. Subject to the litoits and qualifications set forth in this
Plan, the Committee shall also determine the nurab@ptions to be granted, the number of sharefstto each Option grant, the exercise
price or prices of each Option, the vesting anda@sge period of each Option, whether an Option magxercised as to less than all of the
Common Stock subject thereto, and such other tandsonditions of each option, if any, as are &iast with the provisions of this Plan.
Except with respect to Section 18(b) of this Pthe, Committee shall have complete authority to tols interpret and administer the
provisions of this Plan and the provisions of th@i@n agreements entered into hereunder; to plEscimend and rescind rules and regulal
pertaining to this Plan; to suspend or discontithige Plan (subject to Section 18(d)); and to mdkether determinations necessary or deemed
advisable in the administration of the Plan. Thedeinations, interpretations and constructions enadthe Committee shall be final and
conclusive. No member of the Committee shall bigldidor any action taken, or failed to be takendeim good faith relating to the Plan or any
award thereunder, and the members of the Comnsittak be entitled to indemnification and reimburseirby the Corporation in respect of
any claim, loss, damage or expense (including mets’ fees) arising therefrom to the fullest exteatmitted by law.

(b) Members of the Committee shall bec#fied by the Board, and shall consist solely @fillerested Directors. Disinterested Directors
shall not be eligible to receive Options to pureh@ommon Stock pursuant to Section 6 of this Plan.

(c) Notwithstanding Section 18(a), tangdy with Rule 16b-3, no amendment may be madeowitthe approval of the shareholders of
the Corporation by the affirmative votes of thedask of a majority of the shares of Common Stoektissued and outstanding, which
amendment would materially (i) increase the besefitcruing to Participants, (ii) increase the nunubeecurities which may be issued un



the Plan, other than in accordance with Sectiohek@of, or (iii) modify the requirements as to #lility for participation in the Plan.

(d) Although the Committee may suspendiscontinue the Plan at any time, all Qualifieptions must be granted on or before March
29, 2005.

19. _Continued Employment Not PresumelNothing in this Plan or any document describitngpr the grant of any Option shall give
any Participant the right to continue in the empient of the Corporation or affect the right of @erporation to terminate the employment of
any such person with or without cause.

20. _Liability of the Corporatian Neither the Corporation, its directors, offe@r employees or the Committee, nor any Subsidiary
which is in existence or hereafter comes into exisg, shall be liable to any Participant or otrespn if it is determined for any reason by the
Internal Revenue Service or any court having jucisoh that any Qualified Option granted hereundiees not qualify for tax treatment as an
incentive stock option under Section 422 of the €od

21. _Governing Law THE PLAN SHALL BE GOVERNED BY AND CONSTRUED IMCCORDANCE WITH THE LAWS OF
STATE OF MINNESOTA AND THE UNITED STATES, AS APPLIEBLE, WITHOUT REFERENCE TO THE CONFLICT OF LAWS
PROVISIONS THEREOF.

22. _Severability of ProvisionsIf any provision of this Plan is determinecb®invalid, illegal or unenforceable, such invaidi
illegality or unenforceability shall not affect themaining provisions of the Plan, but such invallidgal or unenforceable provision shall be
fully severable, and the Plan shall be construebearforced as if such provision had never beentedderein.




Exhibit 10.13

ST. JUDE MEDICAL, INC.
AMENDED AND RESTATED 1998 STOCK OPTION PLAN
(formerly known as the Quest Medical, Inc. 1998 Sttk Option Plan)

1. _Purpose of the PlanThe purposes of the Plan are (i) to attractratain the best available personnel for positiminsubstantial
responsibility, (ii) to attract and retain diret@nd advisory directors with a high degree ohtray, experience and ability and (iii) to provide
incentives to such personnel, directors and adyidwectors to promote the success of the busiokSs. Jude Medical, Inc. and its subsidial

Certain options granted under this Planraended to qualify as “incentive stock optionsirguant to Section 422 of the Internal Revenue
Code of 1986, as amended from time to time, wheltain other options granted under the Plan witistitute nonqualified options.

2. _Definitions As used herein, the following definitions stegdply:
(@) “Board” means the Board afedtors of the Corporation.

(b) “Common Stock” means ther@aon Stock, $.10 par value per share, of the Catjmr. Except as otherwise provided herein,
all Common Stock issued pursuant to the Plan $iaak the same rights as all other issued and odistashares of Common Stock, including
but not limited to voting rights, the right to dilgnds, if declared and paid, and the right to pta distributions of the Corporation’s assets in
the event of liquidation.

(c) “Code” means the InternavBnue Code of 1986, as amended from time to time.
(d) “Committee” means the conted described in Section 18(a) that administezdPtian.
(e) “Corporation” means St.diMdedical, Inc., a Minnesota corporation.

() “Date of Grant” means thatel on which an Option is granted pursuant toRtas or, if the Committee so determines, the date
specified by the Committee as the date the awanllie effective.

(g) “Director” means any directadvisory director or consultant of the Corpmamabr one of its Subsidiaries, but excluding any
director, advisory director or consultant who isoehn officer or employee of the Corporation or ohigs Subsidiaries.

(h) “Employeaheans any officer or other key employee of the G@ion or one of its Subsidiaries, including aimwgdtor who is
also an officer or key employee of the Corporatioione of its Subsidiaries.

(i) “Exchange Act” means thec@ities Exchange Act of 1934, as amended.

() “Executive” means an Empeywho is, or in the judgment of the Committee nagome, the Chief Executive Officer of the
Corporation or one of the other four most highlynpensated executive officers of the Corporation.

(k)  “Fair Market Value” mearntclosing sale price (or average of the quotesirofpbid and asked prices if there is no closing
sale price reported) of the Common Stock on thdinigaday immediately prior to the date specifiedegmorted by the New York Stock
Exchange or by the principal national stock excleamg which the Common Stock is then listed. If ¢hisrno reported price information for the
Common Stock, the Fair Market Value will be detared by the Committee, in its sole discretion. Irkimg such determination, the Commil
may, but shall not be obligated to, commission itglupon an independent appraisal of the CommookSt

()  “Non-Employee Director” meman individual who is a “non-employee directos”defined in Rule 16b-3 under the Exchange
Act and also an “outside director” within the meanbf Treasury Regulation ss. 1.162-27(e)(3).

(m) “Nonqualified Optio” means any Option that is not a Qualified Opt



(n) “Option” means a stock optigranted pursuant to Section 6 of this Plan.
(0) “Optionee” means any Emg@eyor Director who receives an Option.
(p) “Participant” means any Hayge or Director who receives an Option pursuarthis Plan.

(@) “Plan” means the St. Judedidal, Inc. Amended and Restated 1998 Stock Offtlan (which was formerly known as the
Quest Medical, Inc. 1998 Stock Option Plan), asraded from time to time.

(n “Qualified Option” meansya@ption that is intended to qualify as an “inceatstock option” within the meaning of Section
422 of the Code.

(s) “Rule 16b-3" means Rule 43bf the rules and regulations under the Exchaaeas Rule 16b-3 may be amended from time
to time, and any successor provisions to Rule 16hekr the Exchange Act.

() “Subsidiary” means any newisting or hereinafter organized or acquired camypat which more than fifty percent (50%) of
the issued and outstanding voting stock is ownexbotrolled directly or indirectly by the Corporati or through one or more Subsidiaries of
the Corporation.

3. _Term of Plan The Plan was adopted by the Board of DireadQuest Medical, Inc. effective as of April 9, B8nd approved by
the shareholders of Quest Medical, Inc. on Mayl®288. The Plan was assumed by the Corporation aotsa the terms of the Agreement and
Plan of Merger among the Corporation, Apollo MerGerp., and Advanced Neuromodulation Systems, tated as of October 15, 2005 (the
“Merger Agreement”). The Plan was amended purstaargsolutions adopted by the Board on Octobef@85 in order to make changes
necessary to reflect the assumption of the PlathéyCorporation. Pursuant to the Merger Agreenadrthe Effective Time (as defined in the
Merger Agreement), the then outstanding Optionsutite Plan were converted into Options to purci@samon Stock. After the Effective
Time, no additional Options will be granted under Plan. The Plan shall continue in effect so las@ptions granted under the Plan remain
outstanding, subject to earlier termination as jgled under Section 18(a).

4. Shares Subject to the PlaWWhen the Plan was adopted by the Board of Direand shareholders of Quest Medical, Inc. it @ioet
the following provision: “Except as otherwise prded in Section 17 hereof, the aggregate numberarks of Common Stock issuable upon
the exercise of Options pursuant to this Plan $/&@aB00,000 shares; provided, however, that onaigriuof each year (commencing on
January 1, 1999), the aggregate number of shai@srafnon Stock then issuable upon the exercise tb@pshall be increased by the same
percentage that the total number of issued andamdig shares of Common Stock increased from theggding January 1 to the following
December 31 (if such percentage is positive). kanmle, if the total number of issued and outstagahares of Common Stock on January 1,
1999 were 5,000,000, the total number of issuedoamstanding shares of the Corporation on Dece@bet999 were 5,500,000, and the
aggregate number of shares of Common Stock theab#s upon the exercise of Options pursuant toRtda were 250,000, the aggregate
number of shares of Common Stock issuable unddplteeffective January 1, 2000 would be 275,000 increase). Notwithstanding the
above, the aggregate number of shares of Commaik &suable upon the exercise of Qualified Optijpmssuant to this Plan shall not exceed
800,000 shares. Shares issuable upon the exefd@ions may either be authorized but unissuedeshar treasury shares. The Corporation
shall, during the term of this Plan, reserve argpkavailable a number of shares of Common Stodicmift to satisfy the requirements of the
Plan. If an Option should expire or become unegafile for any reason without having been exerdisédl, then the shares that were subject
thereto shall, unless the Plan shall have termihdtecome immediately available for the grant afitiohal Options under this Plan, subject to
the limitations and adjustments set forth aboveaddition, for purposes of calculating the aggregatmber of shares that may be issued under
this Plan, only the net shares issued (includirgstiares, if any, withheld for tax withholding regments) shall be counted when shares of
Common Stock are used as full or partial paymensiiares issued upon exercise of a Qualified OmtfaNonqualified Stock Option. Shares
tendered by a Participant as payment for sharasdsspon such exercise shall be available forwarsse under the Plan.”

5. _Eligibility. Qualified Options may be granted under Sediofi the Plan to such Employees of the Corporatioits Subsidiaries ¢
may be determined by the Committee. Nonqualifietidds may be granted under Section 6 of the Plaau¢ét Employees or Directors of the
Corporation or its Subsidiaries as may be deterchinethe Committee. Subject to the limitations gndlifications set forth in this Plan, the
Committee shall also determine the number of Ogttorbe granted, the number of shares subjectcto @ation grant, the exercise price or
prices of each Option, the vesting and exercisemgeaf each Option, whether an Option may be egertis to less than all of the Common
Stock subject thereto, and such other terms andittoms of each Option as are consistent with tteeigions of this Plan. In connection with
the granting of Qualified Options, the aggregatie Market Value (determined at the Date of Grana@ualified Option) of the shares with
respect to which Qualified Options are exercisédehe first time by an Optionee during any cak@ngear (under all such plans of the
Optionee’s employer corporation and its parentsrkidiary corporations as defined in Section 44 (f) of the Code, or a corporation or
a parent or subsidiary corporation of such corpamnassuing or assuming an Option in a transadtiowhich Section 424(a) of the Code apg.
(collectively, such corporations described in #@stence are hereinafter referred t“Related Corporatior”)) shall not exceed $100,000



such other amount as from time to time provideS8eation 422(d) of the Code or any successor pavish the event that the Participant’s
total Qualified Options exceed the $100,000 limiany calendar year (whether due to accelerati@xefcisability, miscalculation, error or
otherwise) the amount of Qualified Options thateed such limit shall be treated as Nonqualifiedi@st The Qualified Options granted
earliest (whether under this Plan or any otherexgent or plan) shall be applied first to the $100,0mit. In the event that only a portion of
the Qualified Options granted at the same timebzaapplied to the $100,000 limit, the Corporatibalkissue separate share certificates for
such number of shares as does not exceed the $D0dyit, and shall designate such shares as Qeidption stock in its share transfer
records.

6. _Grant of Options Except as provided in Section 18(c), the Corgrishall determine the number of shares of Comatock to be
offered from time to time pursuant to Options geghihereunder and shall grant Options under the Riatwithstanding the foregoing, each
member of the Committee shall be eligible to reeédptions only if the Board unanimously (exceptdfoch Committee member) grants such
Option to such member. The grant of Options stakWdenced by Option agreements containing suatistand provisions as are approved by
the Committee and executed on behalf of the Cotiporédy an appropriate officer. In connection witle granting of any Options under the
Plan, the aggregate number of shares of Commaork 8title respect to which Options may be grantednp single Executive in any one
calendar year shall not exceed 200,000. Solelyhisrpurpose, Options that lapse or are cancelatinue to count against such limit.

7. _Time of Grant of Options The date of grant of an Option under the Plail be the date on which the Committee awardOghion
or, if the Committee so determines, the date sggecly the Committee as the date the award is &ffieetive. Notice of the grant shall be gi
to each Participant to whom an Option is grantednmtly after the date of such grant.

8. _Price The exercise price for each share of Commonk3tabject to an Option (the “Exercise Price”) gemhpursuant to Section 6
of the Plan shall be determined by the Committabe@Date of Grant; provided, however, that (a)Ekercise Price for any Option shall not be
less than 100% of the Fair Market Value of the Cami8tock at the Date of Grant, and (b) if the Qpti® owns on the Date of Grant more
than 10 percent of the total combined voting powfeall classes of stock of the Corporation or @sgnt or any of its subsidiaries, as more fully
described in Section 422(b)(6) of the Code or amecsssor provision (such shareholder is referrdebtein as a “10-Percent Shareholder”), the
Exercise Price for any Qualified Option grantedtich Optionee shall not be less than 110% of tireMarket Value of the Common Stock at
the Date of Grant.

9. _Vesting Subject to Section 11 of this Plan, each Opgimard under the Plan shall vest or be subjedrfeifure in accordance wi
the provisions set forth in the applicable Optigneement. The Committee may, but shall not be redub, permit acceleration of vesting or
termination of forfeiture provisions upon any saféhe Corporation or similar transaction. Notwtdreding the foregoing, in no event shall the
acceleration of any Option hereunder upon a chahgentrol of the Corporation occur to the extemt‘excess parachute payment” (as defined
in Section 280G of the Code) would result. In thierg that the Committee determines that such aessxparachute payment would result if
acceleration occurred (when added to any other paggror benefits contingent on a change of contnder any other agreements,
arrangements or plans) then the number of sharesvelsich exercisability is accelerated shall bdueed so that total parachute payments do
not exceed 299% of the Optionee’s “base amountdedised in Section 280G(b)(3) of the Code. A Riptint's Option agreement may conti
such additional provisions with respect to vestisghe Committee may specify.

10. _Exercise A Participant may pay the Exercise Price ofgshares of Common Stock as to which an Optioniisgoexercised by the
delivery of (a) cash, (b) check, (c) at the Corgioras option, by the delivery of shares of Comn&tock having a Fair Market Value on the
date immediately preceding the exercise date dquhk Exercise Price and have been held by thex@g# at least six (6) months prior to the
date of exercise, or (d) at the Corporation’s apteny other consideration that the Corporatioemeines is consistent with the Plan’s purpose
and applicable law. If the shares to be purchased@vered by an effective registration statemeneu the Securities Act of 1933, as amen
any Option granted under the Plan may be exertigedbroker-dealer acting on behalf of an Optiohég the brokerdealer has received fro
the Optionee or the Corporation a fully- and dehdorsed agreement evidencing such Option, togetitleinstructions signed by the Optior
requesting the Corporation to deliver the shareSayimon Stock subject to such Option to the braleater on behalf of the Optionee and
specifying the account into which such shares shbaldeposited, (ii) adequate provision has beetemath respect to the payment of any
withholding taxes due upon such exercise, andtfié)broker-dealer and the Optionee have othergasgplied with Section 220.3(e)(4) of
Regulation T, 12 CFR Part 220, or any successaigion.

11. When Qualified Options May be Exsed. No Qualified Option shall be exercisable at Eme after the expiration of ten (10)
years from the Date of Grant; provided, howeveat ththe Optionee with respect to a Qualified @ptis a 1-Percent Shareholder on the Date
of Grant of such Qualified Option, then such Optitrall not be exercisable after the expirationv {5) years from its Date of Grant. In
addition, if an Optionee of a Qualified Option ceaso be an employee of the Corporation or anytBel@orporation for any reason, such
Optionee’s vested Qualified Options shall not bereisable after (a) three (3) months following dla¢e such Optionee ceases to be an
employee of the Corporation or any Related Corpamatf such cessation of service is not due todéath or permanent and total disability
(within the meaning of Section 22(e)(3) of the Coadlethe Optionee, or (b) twelve (12) months follog/the date such Optionee ceases to |
employee of the Corporation or any Related Corpamatf such cessation of service is due to theldeapermanent and total disability (as
defined above) of the Optionee. Upon the deatmdDptionee, any vested Qualified Option exercisabl¢he date of death may be exerci




by the Optionee’s estate or by a person who acgjttieright to exercise such Qualified Option bgumst or inheritance or by reason of the
death of the Optionee, provided that such exemisers within both the remaining option term of @ealified Option and twelve (12) months
after the date of the Optionee’s death. This Sectibonly provides the outer limits of allowableeesise dates with respect to Qualified
Options; the Committee may determine that the éseneriod for a Qualified Option shall have a #oduration than as specified above.

12. Option Financing Upon the exercise of any Option granted unkleRlan, the Corporation may, but shall not beireduo, make
financing available to the Participant for the pharse of shares of Common Stock pursuant to sudor©Oph such terms as the Board or the
Committee may specify.

13. _Withholding of Taxes The Committee shall make such provisions aked saich steps as it may deem necessary or appeofoia
the withholding of any taxes that the Corporati®neiquired by any law or regulation of any governtakauthority to withhold in connection
with any Option including, but not limited to, (&)thholding the issuance of all or any portion toé tshares of Common Stock subject to such
Option until the Participant reimburses the Corfiorafor the amount it is required to withhold witlspect to such taxes, (b) withholding any
portion of such issuance in an amount sufficiemetmburse the Corporation for the amount of takesrequired to withhold, (c) allowing the
Participant to deliver Common Stock as paymentheramount the Corporation is required to withHoldtaxes or (d) taking any other action
reasonably required to satisfy the Corporationthiolding obligation.

14. Conditions Upon Issuance of Shares

(&) The Corporation shall not be obkghto sell or issue any shares upon the exerciaayoOption granted under the Plan unless the
issuance and delivery of shares comply with allvfgions of applicable federal and state securlies and the requirements of the New York
Stock Exchange or any stock exchange upon whictestad the Common Stock may then be listed.

(b) As a condition to the exercise ofQtion, the Corporation may require the person@siag the Option to make such
representations and warranties as may be necdssasgure the availability of an exemption from tgistration requirements of applicable
federal and state securities laws.

(c) The Corporation shall not be liafderefusing to sell or issue any shares coveredryyOption if the Corporation cannot obtain
authority from the appropriate regulatory bodiesrded by the Corporation to be necessary to sédkoe such shares in compliance with all
applicable federal and state securities laws aaddbfuirements of the New York Stock Exchange grsiock exchange upon which shares of
the Common Stock may then be listed. In additiba,Eorporation shall have no obligation to any iBigent, express or implied, to list,
register or otherwise qualify the shares of Comr&totk covered by any Option.

(d) No Participant will be, or will beedmed to be, a holder of any Common Stock sulgesh tOption unless and until such Participant
has exercised his or her Option and paid the pgechéce for the subject shares of Common Stock.

15. Restrictions on Transfer

(a) Options issued pursuant to the Blall be nontransferable except by will or the lafvdescent and distribution, and may only be
exercisable during the Participant’s lifetime ohlythe Participant.

(b) Shares of Common Stock issued pumtsiaethe Plan may be subject to restrictions angfer under applicable federal and state
securities laws. The Committee may impose suchtiaddi restrictions on the ownership and transfesh@mres of Common Stock issued
pursuant to the Plan as it deems desirable; aly mstrictions shall be set forth in any Optionesgnent entered into hereunder.

16. _Modification of Plan and Options

(&) The Committee may from time to tiemed at any time alter, amend, suspend, discontinterminate this Plan; provided, however,
that no such action of the Committee may, withbetdpproval of the shareholders of the Corporatdiar the provisions of the Plan so as to
(i) increase the maximum number of shares of Com8touk that may be subject to Qualified Optionsearritis Plan (except as provided in
Section 17 of this Plan), (ii) change the claseraployees eligible to receive Qualified Optionsguamnt to this Plan, or (jii) change the annual
limit on the number of Options granted to an Ex&®uin Section 6 above.

(b) Atany time and from time to timbetCommittee may execute an instrument providimgrfodification, extension or renewal of any
outstanding Option, provided that no such modifargtextension or renewal shall impair the Optidthaut the consent of the holder of the
Option or conflict with the provisions of Rule 18er the New York Stock Exchange or any stock ergkaon which shares of Common St
may then be traded. Notwithstanding the foregofi)dn the event of such a modification, substiati extension or renewal of a Qualifi



Option, the Committee may increase the exerciseepi such Option if necessary to retain the gieaiftatus of such Option, and (ii) the
Committee may, in its discretion and without thédleo's consent, convert, any Qualified Option iatblonqualified Option.

17. _Effect of Change in Stock Subjecthte Plan In the event that each of the outstanding shaf€ommon Stock (other than shares
held by dissenting shareholders) shall be changedor exchanged for a different number or kindludires of stock of the Corporation or of
another corporation (whether by reason of mergersalidation, recapitalization, reclassificatioplitsup, combination of shares or otherwise),
or in the event a stock split or stock dividendwsgthen the Corporation may either (a) substituteach share of Common Stock then sul
to Options or available for Options the number kimdl of shares of stock into which each outstandingre of Common Stock (other than
shares held by dissenting shareholders) shall lvhaaged or exchanged, or the number of sharesmfiton Stock as is equitably required in
the event of a stock split or stock dividend, tbgetwith an appropriate adjustment of the ExerBisee, or (b) cancel all such Options as of the
effective date of any merger, consolidation, retzdigation, reclassification, split-up or combirmatiof shares by giving written notice to each
holder thereof or his personal representativetsahtention to do so and by permitting the exercsall such Options, without regard to
determinations of periods or installments of exsability during the thirty (30) day period immediBt preceding such effective date. The
Committee may, but shall not be required to, pre\additional anti-dilution protection to a Part&iph under the terms of the Participant’s
Option agreement.

18. Administration

(@) Notwithstanding anything to the cany herein, to the extent necessary to comply thighrequirements of Rule 16b-3, the Plan shall
be administered by the Board, if each member i@ Employee Director, or by a committee comprisaldlg of two or more Non-Employee
Directors appointed by the Board (the group resipda$or administering the Plan is referred tolas tCommittee”). Options may be granted
under Section 6 only by majority agreement of ttehers of the Committee. Option agreements, ifidime as approved by the Committee,
and containing such terms and conditions consistéhtthe provisions of this Plan as are determibgdhe Committee, may be executed on
behalf of the Corporation by the Chairman of theBlp the President or any Vice President of thep@ation. The Committee shall have
complete authority to construe, interpret and adsten the provisions of this Plan and the provisiofthe Option agreements granted
hereunder; to prescribe, amend and rescind rukksegulations pertaining to this Plan; to suspeligbontinue or terminate this Plan; and to
make all other determinations necessary or deemhedable in the administration of the Plan. Thesd®inations, interpretations and
constructions made by the Committee shall be famal conclusive. No member of the Committee shalidide for any action taken, or failed
to be taken, made in good faith relating to thenRlaany award thereunder, and the members of ¢henGttee shall be entitled to
indemnification and reimbursement by the Corporatiorespect of any claim, loss, damage or expénskiding attorneys’ fees) arising
therefrom to the fullest extent permitted by law.

(b) Members of the Committee shall bec#ied by the Board, and shall consist solely ohNEmployee Directors. Non-Employee
Directors may not possess an interest in any tctiesafor which disclosure is required under Setd®4(a) of Regulation S-K under the
Exchange Act or be engaged in a business relafjptist must be disclosed under Section 404(a)naumst qualify as ‘outside directors’ as
defined in Section 162(m) of the Code and regutatitnereunder.

(c) Although the Committee may suspelisontinue or terminate the Plan at any timeQalalified Options must be granted on or
before April 8, 2008.

19. Continued Employment Not Presumelothing in this Plan or any document descrititngpr the grant of any Option shall give
any Participant the right to continue in the empient of the Corporation or affect the right of @erporation to terminate the employment of
any such person with or without cause.

20. _Liability of the Corporatian Neither the Corporation, its directors, offe@r employees or the Committee, nor any Subsidiary
which is in existence or hereafter comes into exisg, shall be liable to any Participant or otrexspn if it is determined for any reason by the
Internal Revenue Service or any court having jucissh that any Qualified Option granted hereundiees not qualify for tax treatment as an
incentive stock option under Section 422 of the €od

21. _Governing Law The Plan shall be governed by and construeddordance with the laws of State of MinnesotataadJnited
States, as applicable, without reference to thdlicoof laws provisions thereof.

22. _Severability of ProvisionsIf any provision of this Plan is determinecb®invalid, illegal or unenforceable, such invaidi
illegality or unenforceability shall not affect themaining provisions of the Plan, but such invallidgal or unenforceable provision shall be
fully severable, and the Plan shall be construetesrfiorced as if such provision had never beentiedéderein.







Exhibit 10.14

ST. JUDE MEDICAL, INC.
AMENDED AND RESTATED 2000 STOCK OPTION PLAN
(formerly known as the Advanced Neuromodulation Syems, Inc. 2000 Stock Option Plan)

1. _Purpose of the PlanThe purposes of the Plan are (i) to attractratain the best available personnel for positiminsubstantial
responsibility, (ii) to attract and retain direct@nd clinical advisors with a high degree of fragnexperience and ability and (iii) to provide
incentives to such personnel, directors and clirddaisors to promote the success of the busineSs dude Medical, Inc. and its subsidiaries.

Certain options granted under this Planraended to qualify as “incentive stock optionsirguant to Section 422 of the Internal Revenue
Code of 1986, as amended from time to time, wheltain other options granted under the Plan witistitute nonqualified options.

2. _Definitions As used herein, the following definitions stegdbply:
(@) “Board” means the Board afedtors of the Corporation.

(b) “Common Stock” means the @oom Stock, $.10 par value per share, of the CotjporaExcept as otherwise provided herein,
all Common Stock issued pursuant to the Plan vaNlenthe same rights as all other issued and odistashares of Common Stock, including
but not limited to voting rights, the right to dilands, if declared and paid, and the right to pta distributions of the Corporation’s assets in
the event of liquidation.

(c) “Code” means the Internal®eue Code of 1986, as amended from time to time.
(d) “Committee” means the comasdtdescribed in Section 18(a) that administer$the.
(e) “Corporation” means St. Jiiedical, Inc., a Minnesota corporation.

(H “Date of Grant” means theaelan which an Option is granted pursuant to tas Br, if the Committee so determines, the date
specified by the Committee as the date the awanllig effective.

(g) “Director” means any diregtolinical advisor or consultant of the Corporatiar one of its Subsidiaries, but excluding any
director, clinical advisor or consultant who iscaémn officer or employee of the Corporation or ohés Subsidiaries.

(h) “Employee” means any officerother key employee of the Corporation or ongsoSubsidiaries, including any director who is
also an officer or key employee of the Corporatioione of its Subsidiaries.

(i) “Exchange Act” means the Ggties Exchange Act of 1934, as amended.

() “Executive” means an Empleyho is, or in the judgment of the Committee magdme, the Chief Executive Officer of the
Corporation or one of the other four most highlynpensated executive officers of the Corporation.

(k) “Fair Market Valugheans the closing sale price (or average of théegudosing bid and asked prices if there is nsinkp sale
price reported) of the Common Stock on the tradiag immediately prior to the date specified as regubby the New York Stock Exchange or
by the principal national stock exchange on whith@ommon Stock is then listed. If there is no regabprice information for the Common
Stock, the Fair Market Value will be determinedtbg Committee, in its sole discretion. In makingtsdetermination, the Committee may,
will not be obligated to, commission and rely ugomindependent appraisal of the Common Stock.

() “Non-Employee Director” meman individual who is a “non-employee director'dadined in Rule 16b-3 under the Exchange
Act and also an “outside director” within the meanbf Treasury Regulation ss. 1.162-27(e)(3).

(m) “Nonqualified Optio” means any Option that is not a Qualified Opt



(n) “Option” means a stock optigranted pursuant to Section 6 of this Plan.
(0) “Optionee” means any Empleye Director who receives an Option.
(p) ‘“Participant” means any Eoyse or Director who receives an Option pursuathigPlan.

(@) “Plan” means the St. Judedial, Inc. Amended and Restated 2000 Stock Ofian (which was formerly known as the
Advanced Neuromodulation Systems, Inc. 2000 Stouo@ Plan), as amended from time to time.

(n “Qualified Option” means a@ption that is intended to qualify as an “inceatstock optiontvithin the meaning of Section 4.
of the Code.

(s) “Rule 16b-3" means Rule 1¥bf the rules and regulations under the Exchangeas Rule 16b-3 may be amended from time
to time, and any successor provisions to Rule 16hekr the Exchange Act.

(t) “Subsidiarytheans any now existing or hereinafter organizeacquired company of which more than fifty percéitt9) of the
issued and outstanding voting stock is owned otrotled directly or indirectly by the Corporatiom through one or more Subsidiaries of the
Corporation.

3. _Term of Plan The Plan was adopted by the Board of Direaddsdvanced Neuromodulation Systems, Inc. effectisef February
22, 2000 and approved by the shareholders of Addheuromodulation Systems, Inc. on May 24, 200@ Flan was assumed by the
Corporation pursuant to the terms of the AgreeraedtPlan of Merger among the Corporation, Apolladée Corp., and Advanced
Neuromodulation Systems, Inc., dated as of OctabeP005 (th¢‘Merger Agreement”)The Plan was amended pursuant to resolutions at
by the Board on October 14, 2005 in order to mdienges necessary to reflect the assumption ofltimeldy the Corporation. Pursuant to the
Merger Agreement, at the Effective Time (as defiimethe Merger Agreement), the then outstanding@dgtunder the Plan were converted
into Options to purchase Common Stock. After thie&tive Time, no additional Options will be granteader the Plan. The Plan shall conti
in effect so long as Options granted under the Rdarain outstanding, subject to earlier terminatisrprovided under Section 18(a).

4. Shares Subject to the PlaiVhen the Plan was adopted by the Board of Bire@and shareholders of Advanced Neuromodulation
Systems, Inc. it contained the following provisitBxcept as otherwise provided in Section 17 herdaf aggregate number of shares of
Common Stock issuable upon the exercise of Optioinsuant to this Plan will be 500,000 shares; mledithat on January 1 of each year
(commencing on January 1, 2001), the aggregate aeuaftshares of Common Stock then issuable upoexbecise of Options will be
increased by the same percentage that the totdbewofi issued and outstanding shares of Commork $toeased from the preceding
January 1 to the following December 31 (if the petage is positive). For example, if the total nemdf issued and outstanding shares of
Common Stock on January 1, 2000 were 5,000,00aptaEnumber of issued and outstanding sharelseo€brporation on December 31, 2000
were 5,500,000, and the aggregate number of sb&af@smmon Stock then issuable upon the exercisgptibns pursuant to this Plan were
250,000, the aggregate number of shares of Comroak $suable under the Plan effective Januanp@12vould be 275,000 (a 10%
increase). Notwithstanding the above, the aggregateber of shares of Common Stock issuable upomthecise of Qualified Options
pursuant to this Plan will not exceed 500,000 sh&®bares issuable upon the exercise of Optionseittagr be authorized but unissued shares
or treasury shares. The Corporation will, during térm of this Plan, reserve and keep availablenaber of shares of Common Stock suffici
to satisfy the requirements of the Plan. If an @pshould expire or become unexercisable for aagae without having been exercised in full,
then the shares that were subject thereto shadissithe Plan shall have terminated, become imrnedgiavailable for the grant of additional
Options under this Plan, subject to the limitatiansl adjustments set forth above. In additionpfoposes of calculating the aggregate number
of shares that may be issued under this Plan,tbelyet shares issued (including the shares, ifwitlyheld for tax withholding requirements)
will be counted when shares of Common Stock ard asdull or partial payment for shares issued uparcise of a Qualified Option or a
Nonqualified Stock Option. Shares tendered by #idd@ant as payment for shares issued upon suattisgewill be available for reissuan
under the Plan.”

5. _Eligibility. Qualified Options may be granted under Sediofi the Plan to such Employees of the Corporatioits Subsidiaries ¢
may be determined by the Committee. Nonqualifietiéddg may be granted under Section 6 of the Plautth Employees or Directors of the
Corporation or its Subsidiaries as may be deterchinethe Committee. Subject to the limitations gndlifications set forth in this Plan, the
Committee will also determine the number of Optitmbe granted, the number of shares subject to ®@ation grant, the exercise price or
prices of each Option, the vesting and exercismgeaf each Option, whether an Option may be esertis to less than all of the Common
Stock subject thereto, and such other terms anditoms of each Option as are consistent with tteeigions of this Plan. In connection with
the granting of Qualified Options, the aggregatie Market Value (determined at the Date of Grana@ualified Option) of the shares with
respect to which Qualified Options are exercisédiehe first time by an Optionee during any cakengear (under all such plans of the
Optionee’s employer corporation and its parentsarkidiary corporations as defined in Section 44 (f) of the Code, or a corporation or
a parent or subsidiary corporation of such corponassuing or assuming an Option in a transadiiowhich Section 424(a) of the Code apr.



(collectively, such corporations described in #g@stence are hereinafter referred to as “Relateddtations”)) will not exceed $100,000 or
such other amount as from time to time provide8eation 422(d) of the Code or any successor pavish the event that the Participant’s
total Qualified Options exceed the $100,000 limiany calendar year (whether due to accelerati@xeifcisability, miscalculation, error or
otherwise) the amount of Qualified Options thatesa such limit will be treated as Nonqualified ©p8. The Qualified Options granted
earliest (whether under this Plan or any otheregemnt or plan) will be applied first to the $10@0init. In the event that only a portion of the
Qualified Options granted at the same time canpipdied to the $100,000 limit, the Corporation visbue separate share certificates for such
number of shares as does not exceed the $100/@0dnd will designate such shares as QualifietldDdstock in its share transfer records.

6. _Grant of Options Except as provided in Section 18(c), the Corgritvill determine the number of shares of CommtmciSto be
offered from time to time pursuant to Options geahihereunder and will grant Options under the Mmwithstanding the foregoing, each
member of the Committee shall be eligible to reeédptions only if the Board unanimously (exceptdoch Committee member) grants such
Option to such member. The grant of Options wileb@&enced by Option agreements containing suchst@nd provisions as are approved by
the Committee and executed on behalf of the Cotiporédy an appropriate officer. In connection witle granting of any Options under the
Plan, the aggregate number of shares of Commaork 8title respect to which Options may be grantednp single Executive in any one
calendar year will not exceed 100,000. Solely liis purpose, Options that lapse or are canceletincento count against such limit.

7. _Time of Grant of Options The date of grant of an Option under the Pldhbe the date on which the Committee awards th&dd
or, if the Committee so determines, the date sgecy the Committee as the date the award is &ffleetive. Notice of the grant will be given
to each Participant to whom an Option is grantednmtly after the date of such grant.

8. _Price The exercise price for each share of Commonk3tabject to an Option (the “Exercise Price”) geshpursuant to Section 6
of the Plan will be determined by the Committe¢éhatDate of Grant; provided, however, that (a)Ekercise Price for any Option will not be
less than 100% of the Fair Market Value of the Cami8tock at the Date of Grant, and (b) if the Qpti® owns on the Date of Grant more
than 10 percent of the total combined voting powfell classes of stock of the Corporation or @sgmt or any of its subsidiaries, as more fully
described in Section 422(b)(6) of the Code or amecsssor provision (such shareholder is referrdebtein as a “10-Percent Shareholder”), the
Exercise Price for any Qualified Option grantedtich Optionee will not be less than 110% of the Mairket Value of the Common Stock at
the Date of Grant.

9. _Vesting Subject to Section 11 of this Plan, each Opgimard under the Plan will vest or be subject téefture in accordance with
the provisions set forth in the applicable Optigneement. The Committee may, but will not be rezplito, permit acceleration of vesting or
termination of forfeiture provisions upon any saféhe Corporation or similar transaction. Notwtdreding the foregoing, in no event will the
acceleration of any Option hereunder upon a chahgentrol of the Corporation occur to the extemt‘excess parachute payment” (as defined
in Section 280G of the Code) would result. In thierg that the Committee determines that such aessxparachute payment would result if
acceleration occurred (when added to any other patgror benefits contingent on a change of contnder any other agreements,
arrangements or plans) then the number of sharesvelsich excercisability is accelerated will belueed so that total parachute payments do
not exceed 299% of the Optionee’s “base amountdedised in Section 280G(b)(3) of the Code. A Rirtint's Option agreement may conti
such additional provisions with respect to vestisghe Committee may specify.

10. _Exercise A Participant may pay the Exercise Price ofgshares of Common Stock as to which an Optioniisgoexercised by the
delivery of (a) cash, (b) check, (c) at the Corgioras option, by the delivery of shares of Comn&tock having a Fair Market Value on the
date immediately preceding the exercise date dquhk Exercise Price and have been held by thex@g# at least six (6) months prior to the
date of exercise, or (d) at the Corporation’s apteny other consideration that the Corporatioemeines is consistent with the Plan’s purpose
and applicable law. If the shares to be purchased@vered by an effective registration statemeneu the Securities Act of 1933, as amen
any Option granted under the Plan may be exertigedbroker-dealer acting on behalf of an Optiohég the brokerdealer has received fro
the Optionee or the Corporation a fully- and dehdorsed agreement evidencing such Option, togetitleinstructions signed by the Optior
requesting the Corporation to deliver the shareSayimon Stock subject to such Option to the braleater on behalf of the Optionee and
specifying the account into which such shares shbaldeposited, (ii) adequate provision has beetemath respect to the payment of any
withholding taxes due upon such exercise, andtfié)broker-dealer and the Optionee have othergasgplied with Section 220.3(e)(4) of
Regulation T, 12 CFR Part 220, or any successaigion.

11. When Qualified Options May be Exsed. No Qualified Option will be exercisable at dinje after the expiration of ten (10)
years from the Date of Grant; provided, howeveat ththe Optionee with respect to a Qualified @ptis a 1-Percent Shareholder on the Date
of Grant of such Qualified Option, then such Optidgh not be exercisable after the expiration ofefi(5) years from its Date of Grant. In
addition, if an Optionee of a Qualified Option ceaso be an employee of the Corporation or anytBel@orporation for any reason, such
Optionees vested Qualified Options will not be exercisadfter (a) three (3) months following the date sQgtionee ceases to be an emplc
of the Corporation or any Related Corporationpifts cessation of service is not due to the deaffeomanent and total disability (within the
meaning of Section 22(e)(3) of the Code) of thei@me, or (b) twelve (12) months following the dateeh Optionee ceases to be an employee
of the Corporation or any Related Corporationpifts cessation of service is due to the death angeent and total disability (as defined
above) of the Optionee. Upon the death of an Op#pany vested Qualified Option exercisable ordite of death may be exercised by




Optionee’s estate or by a person who acquiresghe to exercise such Qualified Option by bequeshberitance or by reason of the death of
the Optionee, provided that such exercise occuttimioth the remaining option term of the Quatif@ption and twelve (12) months after the
date of the Optionee’s death. This Section 11 pnbyides the outer limits of allowable exerciseedatith respect to Qualified Options; the
Committee may determine that the exercise period fQualified Option shall have a shorter duratiten as specified above.

12. Option Financing Upon the exercise of any Option granted unklerRlan, the Corporation may, but will not be reegito, make
financing available to the Participant for the pharse of shares of Common Stock pursuant to sudor©Oph such terms as the Board or the
Committee may specify.

13. _Withholding of Taxes The Committee will make such provisions andtalich steps as it may deem necessary or appsfoiat
the withholding of any taxes that the Corporati®neiquired by any law or regulation of any governtakauthority to withhold in connection
with any Option including, but not limited to, (&)thholding the issuance of all or any portion loé tshares of Common Stock subject to such
Option until the Participant reimburses the Corfiorafor the amount it is required to withhold witlspect to such taxes, (b) withholding any
portion of such issuance in an amount sufficiemetmburse the Corporation for the amount of takesrequired to withhold, (c) allowing the
Participant to deliver Common Stock as paymentteramount the Corporation is required to withHoldtaxes or (d) taking any other action
reasonably required to satisfy the Corporationthiolding obligation.

14. Conditions Upon Issuance of Shares

(&) The Corporation will not be obligéit® sell or issue any shares upon the exercis@yDption granted under the Plan unless the
issuance and delivery of shares comply with allvfgions of applicable federal and state securlies and the requirements of the New York
Stock Exchange or any stock exchange upon whictestad the Common Stock may then be listed.

(b) As a condition to the exercise ofQtion, the Corporation may require the person@siag the Option to make such
representations and warranties as may be necdssasgure the availability of an exemption from tgistration requirements of applicable
federal and state securities laws.

(c) The Corporation will not be liabler frefusing to sell or issue any shares coverednyyOption if the Corporation cannot obtain
authority from the appropriate regulatory bodiesrded by the Corporation to be necessary to sédkoe such shares in compliance with all
applicable federal and state securities laws aaddbfuirements of the New York Stock Exchange grsiock exchange upon which shares of
the Common Stock may then be listed. In additiba,Eorporation will have no obligation to any Rapant, express or implied, to list, register
or otherwise qualify the shares of Common Stocleced by any Option.

(d) No Participant will be, or will beedmed to be, a holder of any Common Stock sulgesh tOption unless and until such Participant
has exercised his or her Option and paid the pgechéce for the subject shares of Common Stock.

15. Restrictions on Transfer

(a) Options issued pursuant to the Rldirbe nontransferable except by will or the lasfsdescent and distribution, and may only be
exercisable during the Participant’s lifetime ohlythe Participant.

(b) Shares of Common Stock issued pumtsiaethe Plan may be subject to restrictions angfer under applicable federal and state
securities laws. The Committee may impose suchtiaddi restrictions on the ownership and transfesh@mres of Common Stock issued
pursuant to the Plan as it deems desirable; afy mstrictions will be set forth in any Option agmeent entered into hereunder.

16. _Modification of Plan and Options

(&) The Committee may from time to tiemed at any time alter, amend, suspend, discontinterminate this Plan; provided, however,
that no such action of the Committee may, withbetdpproval of the shareholders of the Corporatdiar the provisions of the Plan so as to
(i) increase the maximum number of shares of Com8touk that may be subject to Qualified Optionsearritis Plan (except as provided in
Section 17 of this Plan), (ii) change the claseraployees eligible to receive Qualified Optionsguamnt to this Plan, or (jii) change the annual
limit on the number of Options granted to an Ex&®uin Section 6 above.

(b) Atany time and from time to timbetCommittee may execute an instrument providimgrfodification, extension or renewal of any
outstanding Option, provided that no such modifargtextension or renewal will impair the Optiontdut the consent of the holder of the
Option or conflict with the provisions of Rule 18er the New York Stock Exchange or any stock ergkaon which shares of Common St
may then be listed. Notwithstanding the foregoiiiign the event of such a maodification, substitati extension or renewal of a Qualifi



Option, the Committee may increase the exerciseepi such Option if necessary to retain the gieaiftatus of such Option, and (ii) the
Committee may, in its discretion and without thédleo's consent, convert, any Qualified Option iatblonqualified Option.

17. _Effect of Change in Stock Subjecthte Plan In the event that each of the outstanding shaf€ommon Stock (other than shares
held by dissenting shareholders) will be changéal an exchanged for a different number or kindldres of stock of the Corporation or of
another corporation (whether by reason of mergersalidation, recapitalization, reclassificatioplitsup, combination of shares or otherwise),
or in the event a stock split or stock dividendwsgthen the Corporation may either (a) substituteach share of Common Stock then sul
to Options or available for Options the number kimdl of shares of stock into which each outstandingre of Common Stock (other than
shares held by dissenting shareholders) will behemged or exchanged, or the number of sharesmofiom Stock as is equitably required in
the event of a stock split or stock dividend, tbgetwith an appropriate adjustment of the ExerBisee, or (b) cancel all such Options as of the
effective date of any merger, consolidation, retzdigation, reclassification, split-up or combiratiof shares by giving written notice to each
holder thereof or his personal representativetsahtention to do so and by permitting the exercsall such Options, without regard to
determinations of periods or installments of exsability during the thirty (30) day period immediBt preceding such effective date. The
Committee may, but will not be required to, provatigitional anti-dilution protection to a Participainder the terms of the Participant’s
Option agreement.

18. Administration

(@) Notwithstanding anything to the can herein, to the extent necessary to comply thighrequirements of Rule 16b-3, the Plan will
be administered by the Board, if each member i@ Employee Director, or by a committee comprisaldlg of two or more Non-Employee
Directors appointed by the Board (the group resipda$or administering the Plan is referred tolas tCommittee”). Options may be granted
under Section 6 only by majority agreement of ttehers of the Committee. Option agreements, ifidime as approved by the Committee,
and containing such terms and conditions consistéhtthe provisions of this Plan as are determibgdhe Committee, may be executed on
behalf of the Corporation by the Chairman of thelp the President or any Vice President of thep@@tion. The Committee will have
complete authority to construe, interpret and adsten the provisions of this Plan and the provisiofthe Option agreements granted
hereunder; to prescribe, amend and rescind rukksegulations pertaining to this Plan; to suspeligbontinue or terminate this Plan; and to
make all other determinations necessary or deemhedable in the administration of the Plan. Thesd®inations, interpretations and
constructions made by the Committee will be finad @onclusive. No member of the Committee will iable for any action taken, or failed to
be taken, made in good faith relating to the Plaany award thereunder, and the members of the Gieenwill be entitled to indemnification
and reimbursement by the Corporation in respeangfclaim, loss, damage or expense (including rets’ fees) arising therefrom to the
fullest extent permitted by law.

(b) Members of the Committee will be cified by the Board, and will consist solely of NEmployee Directors. Non-Employee
Directors may not possess an interest in any tctiesafor which disclosure is required under Setd®4(a) of Regulation S-K under the
Exchange Act or be engaged in a business relaijptist must be disclosed under Section 404(a)naumst qualify as outside directors’ as
defined in Section 162(m) of the Code and regutatitnereunder.

(c) Although the Committee may suspelisontinue or terminate the Plan at any timeQalalified Options must be granted on or
before February 21, 2010.

19. Continued Employment Not PresumelNothing in this Plan or any document descrilitngpr the grant of any Option will give a
Participant the right to continue in the employmefithe Corporation or affect the right of the Cangtion to terminate the employment of any
such person with or without cause.

20. _Liability of the Corporatian Neither the Corporation, its directors, offe@r employees or the Committee, nor any Subsidiary
which is in existence or hereafter comes into exisg, will be liable to any Participant or othergem if it is determined for any reason by the
Internal Revenue Service or any court having jucissh that any Qualified Option granted hereundiees not qualify for tax treatment as an
incentive stock option under Section 422 of the €od

21. _Governing Law The Plan will be governed by and construeccooedance with the laws of State of Minnesota d&ednited
States, as applicable, without reference to thdlicoof laws provisions thereof.

22. _Severability of ProvisionsIf any provision of this Plan is determinecb®invalid, illegal or unenforceable, such invaidi
illegality or unenforceability will not affect theemaining provisions of the Plan, but such invalldgal or unenforceable provision will be fu
severable, and the Plan will be construed and eatbas if such provision had never been insertegirhe







Exhibit 10.15

ST. JUDE MEDICAL, INC.
AMENDED AND RESTATED 2001 EMPLOYEE STOCK OPTION PLA N
(formerly known as the Advanced Neuromodulation Syems, Inc.
2001 Employee Stock Option Plan)

1. _Purpose of the PlanThe purposes of the Plan are (i) to attractratain the best available personnel for positiminsubstantial
responsibility, and (ii) to provide incentives tack personnel to promote the success of the bissofest. Jude Medical, Inc. and its
subsidiaries.

2. _Definitions As used herein, the following definitions stegdply:
(@) “Board” means the Board afeldtors of the Corporation.

(b) “Common Stock” means the @oom Stock, $.10 par value per share, of the CotjporaExcept as otherwise provided herein,
all Common Stock issued pursuant to the Plan vaNlenthe same rights as all other issued and odistashares of Common Stock, including
but not limited to voting rights, the right to dikénds, if declared and paid, and the right to pta distributions of the Corporation’s assets in
the event of liquidation.

(c) “Committee” means the comesgtdescribed in Section 18(a) that administer$tae.
(d) “Corporation” means St. J\Medical, Inc., a Minnesota corporation.

(e) “Date of Grant” means théedan which an Option is granted pursuant to thas r, if the Committee so determines, the date
specified by the Committee as the date the awanlbg effective.

(H “Employee” means any offiaarother key employee of the Corporation or ongsoSubsidiaries, including any director who is
also an officer or key employee of the Corporatioione of its Subsidiaries.

(g) “Exchange Act” means the B@es Exchange Act of 1934, as amended.

(h) “Fair Market Valueteans the closing sale price (or average of théegudosing bid and asked prices if there is nsinp sale
price reported) of the Common Stock on the tradiag immediately prior to the date specified as regubby the New York Stock Exchange or
by the principal national stock exchange on whith@ommon Stock is then listed. If there is no regabprice information for the Common
Stock, the Fair Market Value will be determinedtbg Committee, in its sole discretion. In makingtsdetermination, the Committee may,
shall not be obligated to, commission and rely uporindependent appraisal of the Common Stock.

(i) “Option” means a stock optigranted pursuant to Section 6 of this Plan.
() “Optionee” means any Empleya Director who receives an Option.
(k) “Participant” means any Eoy#e who receives an Option.

() “Planmeans the St. Jude Medical, Inc. Amended and ResPft01 Employee Stock Option Plan (which was folyriemown a
the Advanced Neuromodulation Systems, Inc. 2001 |Byae Stock Option Plan), as amended from timénte.t

(m) “Rule 16b-3" means Rule 1Hbf the rules and regulations under the Exchangeas Rule 16b-3 may be amended from time
to time, and any successor provisions to Rule 18heer the Exchange Act.

(n) “Subsidiary” means any noxiséng or hereinafter organized or acquired conypainwhich more than fifty percent (50%) of
the issued and outstanding voting stock is ownexbotrolled directly or indirectly by the Corpormati or through one or more Subsidiarie:



the Corporation.

3. _Term of Plan The Plan was adopted by the Board of Direaté®sdvanced Neuromodulation Systems, Inc. effectisef April 2,
2001. The Plan was assumed by the Corporation antso the terms of the Agreement and Plan of Mesgeong the Corporation, Apollo
Merger Corp., and Advanced Neuromodulation Systénas, dated as of October 15, 2005 (the “Mergere&gnent”). The Plan was amended
pursuant to resolutions adopted by the Board owligctl4, 2005 in order to make changes necessagfi¢at the assumption of the Plan by
the Corporation. Pursuant to the Merger Agreerarthe Effective Time (as defined in the Merger @gment), the then outstanding Options
under the Plan were converted into Options to pasefCommon Stock. After the Effective Time, no iddal Options will be granted under
the Plan. The Plan shall continue in effect so lasgptions granted under the Plan remain outsigndubject to earlier termination as
provided under Section 18(a).

4. Shares Subject to the PlaiVhen the Plan was adopted by the Board of Bire®f Advanced Neuromodulation Systems, Inc. it
contained the following provision: “Except as othise provided in Section 17 hereof, the aggregataber of shares of Common Stock
issuable upon the exercise of Options pursuaritisoRtlan shall be 180,000 shares; provided, howévar on January 1 of each year
(commencing on January 1, 2001), the aggregate auaftshares of Common Stock then issuable upoexbecise of Options shall be
increased by the same percentage that the totébewaf issued and outstanding shares of Commork$toreased from the preceding
January 1 to the following December 31 (if suclhcpatage is positive). For example, if the total bemof issued and outstanding shares of
Common Stock on January 1, 2001 were 5,000,00apthenumber of issued and outstanding sharelseo€brporation on December 31, 2001
were 5,500,000, and the aggregate number of sha@smmon Stock then issuable upon the exerciggptibns pursuant to this Plan were
180,000, the aggregate number of shares of Comnumk $suable under the Plan effective January)@22vould be 198,000 (a 10%
increase). Shares issuable upon the exercise afr@pnhay either be authorized but unissued shargeasury shares. The Corporation shall,
during the term of this Plan, reserve and keeplabia a number of shares of Common Stock suffidiesatisfy the requirements of the Plar
an Option should expire or become unexercisablarigrreason without having been exercised in flsén the shares that were subject thereto
shall, unless the Plan shall have terminated, bedormediately available for the grant of additio@gdtions under this Plan, subject to the
limitations and adjustments set forth above. Initmlg for purposes of calculating the aggregateber of shares that may be issued under this
Plan, only the net shares issued (including theeshif any, withheld for tax withholding requirents) shall be counted when shares of
Common Stock are used as full or partial paymenshares issued upon exercise of a Option. Shaneleted by a Participant as payment for
shares issued upon such exercise shall be avafatieissuance under the Plan.”

5. _Eligibility. Options may be granted under Section 6 of tae ® such Employees of the Corporation or itssRiliaries as may be
determined by the Committee. Subject to the lirdteg and qualifications set forth in this Plan, @@mmittee shall also determine the number
of Options to be granted, the number of sharesstly each Option grant, the exercise price aegrdf each Option, the vesting and exercise
period of each Option, whether an Option may beased as to less than all of the Common Stockesitthereto, and such other terms and
conditions of each Option as are consistent wighptovisions of this Plan.

6. _Grant of Options Except as provided in Section 18(c), the Conmeishall determine the number of shares of Confatock to be
offered from time to time pursuant to Options geahihereunder and shall grant Options under the Rlamember of the Committee shall be
eligible to receive Options. The grant of Optiohalsbe evidenced by Option agreements containilc) $erms and provisions as are approved
by the Committee and executed on behalf of the @atn by an appropriate officer.

7. _Time of Grant of Options The date of grant of an Option under the Plail e the date on which the Committee award<gbigon
or, if the Committee so determines, the date sjechy the Committee as the date the award is &ffeetive. Notice of the grant shall be gi
to each Participant to whom an Option is grantednmtly after the date of such grant.

8. _Price The exercise price for each share of Commonk3tabject to an Option (the “Exercise Price”) geshpursuant to Section 6
of the Plan shall be determined by the CommitteabeaDate of Grant.

9. _Vesting Subject to Section 11 of this Plan, each Opgimard under the Plan shall vest or be subjedrfeifure in accordance wi
the provisions set forth in the applicable Optigneement. The Committee may, but shall not be redub, permit acceleration of vesting or
termination of forfeiture provisions upon any saféhe Corporation or similar transaction. A Pap@mt’s Option agreement may contain such
additional provisions with respect to vesting as @ommittee may specify.

10. _Exercise A Participant may pay the Exercise Price ofgshares of Common Stock as to which an Optioniisgoexercised by the
delivery of (a) cash, (b) check, (c) at the Corgiorés option, by the delivery of shares of Comn&tock having a Fair Market Value on the
date immediately preceding the exercise date dquhk Exercise Price and have been held by thex@g# at least six (6) months prior to the
date of exercise, or (d) at the Corporation’s aptany other consideration that the Corporatioemeines is consistent with the Plan’s purpose
and applicable law. If the shares to be purchased@vered by an effective registration statemeneu the Securities Act of 1933, as amen
any Option granted under the Plan may be exertigedbroke-dealer acting on behalf of an Optionee if (i) thekel-dealer has received fro



the Optionee or the Corporation a fully- and dehdorsed agreement evidencing such Option, togetitieinstructions signed by the Optior
requesting the Corporation to deliver the shareSafimon Stock subject to such Option to the braleater on behalf of the Optionee and
specifying the account into which such shares shbaldeposited, (ii) adequate provision has beateméth respect to the payment of any
withholding taxes due upon such exercise, andtfié)broker-dealer and the Optionee have otheredsgplied with Section 220.3(e)(4) of
Regulation T, 12 CFR Part 220, or any successofigon.

11. [Reserved.]

12. _Option Financing Upon the exercise of any Option granted unkemlan, the Corporation may, but shall not beireduo, make
financing available to the Participant for the pharse of shares of Common Stock pursuant to sudo©Oph such terms as the Board or the
Committee may specify.

13. _Withholding of Taxes The Committee shall make such provisions aked saich steps as it may deem necessary or apgeofoia
the withholding of any taxes that the Corporati®neiquired by any law or regulation of any governtakauthority to withhold in connection
with any Option including, but not limited to, (&)thholding the issuance of all or any portion toé tshares of Common Stock subject to such
Option until the Participant reimburses the Corgiorafor the amount it is required to withhold witlispect to such taxes, (b) withholding any
portion of such issuance in an amount sufficiemetmburse the Corporation for the amount of takesrequired to withhold, (c) allowing the
Participant to deliver Common Stock as paymenttHeramount the Corporation is required to withHoldtaxes or (d) taking any other action
reasonably required to satisfy the Corporationthiolding obligation.

14. Conditions Upon Issuance of Shares

(@) The Corporation shall not be oblkghto sell or issue any shares upon the exerciaayo©Option granted under the Plan unless the
issuance and delivery of shares comply with allvfgions of applicable federal and state securlies and the requirements of the New York
Stock Exchange or any stock exchange upon whictestad the Common Stock may then be listed.

(b) As a condition to the exercise ofGtion, the Corporation may require the person@siag the Option to make such
representations and warranties as may be necdssasgure the availability of an exemption from tbgistration requirements of applicable
federal and state securities laws.

(c) The Corporation shall not be liafderefusing to sell or issue any shares coveredryyOption if the Corporation cannot obtain
authority from the appropriate regulatory bodiesrded by the Corporation to be necessary to sédkoe such shares in compliance with all
applicable federal and state securities laws aadedbfuirements of the New York Stock Exchange grstock exchange upon which shares of
the Common Stock may then be listed. In additiba,Eorporation shall have no obligation to any iBigent, express or implied, to list,
register or otherwise qualify the shares of Comi&totk covered by any Option.

(d) No Participant will be, or will beedmed to be, a holder of any Common Stock sulgesh tOption unless and until such Participant
has exercised his or her Option and paid the psechdce for the subject shares of Common Stock.

15. _Restrictions on Transfer

(&) Options issued pursuant to the Blail be nontransferable except by will or the lafvdescent and distribution, and may only be
exercisable during the Participant’s lifetime ohlythe Participant.

(b) Shares of Common Stock issued pumtsigethe Plan may be subject to restrictions angfer under applicable federal and state
securities laws. The Committee may impose suchtiaddi restrictions on the ownership and transfesh@mres of Common Stock issued
pursuant to the Plan as it deems desirable; ary mstrictions shall be set forth in any Optionesgnent entered into hereunder.

16. _Modification of Plan and Options

(&) The Committee may from time to tiemed at any time alter, amend, suspend, discontinterminate this Plan.

(b) Atany time and from time to timbetCommittee may execute an instrument providimgrfodification, extension or renewal of any
outstanding Option, provided that no such modifargtextension or renewal shall impair the Optidthaut the consent of the holder of the
Option or conflict with the provisions of Rule 18ar the New York Stock Exchange or any stock ergkaon which shares of the Common
Stock may then be liste



17. _Effect of Change in Stock Subjedthte Plan In the event that each of the outstanding shaf€ommon Stock (other than shares
held by dissenting shareholders) shall be changedor exchanged for a different number or kindludires of stock of the Corporation or of
another corporation (whether by reason of mergarsalidation, recapitalization, reclassificatioplitsup, combination of shares or otherwise),
or in the event a stock split or stock dividendwsgthen the Corporation may either (a) substituteach share of Common Stock then sul
to Options or available for Options the number kimdl of shares of stock into which each outstandingre of Common Stock (other than
shares held by dissenting shareholders) shall lsbaoged or exchanged, or the number of sharesmh@n Stock as is equitably required in
the event of a stock split or stock dividend, tbgetwith an appropriate adjustment of the ExerBisee, or (b) cancel all such Options as of the
effective date of any merger, consolidation, retzdigation, reclassification, split-up or combiratiof shares by giving written notice to each
holder thereof or his personal representativetsdhtention to do so and by permitting the exercgall such Options, without regard to
determinations of periods or installments of exaability during the thirty (30) day period immediBt preceding such effective date. The
Committee may, but shall not be required to, pre\additional anti-dilution protection to a Part&ifh under the terms of the Participant’s
Option agreement.

18. Administration

(a) Notwithstanding anything to the e¢any herein, to the extent necessary to comply wighrequirements of Rule 16b-3, the Plan shall
be administered by the Board, or by a committeeprted solely of two or more Non-Employee Directappointed by the Board (the group
responsible for administering the Plan is refetoeds the “Committee”Options may be granted under Section 6 only by ritgjagreement ¢
the members of the Committee. Option agreementbgifiorm as approved by the Committee, and coimigisuch terms and conditions
consistent with the provisions of this Plan asde&rmined by the Committee, may be executed oalbehthe Corporation by the Chairman
of the Board, the President or any Vice Presidéthi@Corporation. The Committee shall have congpéetthority to construe, interpret and
administer the provisions of this Plan and the ions of the Option agreements granted hereuta@rescribe, amend and rescind rules and
regulations pertaining to this Plan; to suspenscattinue or terminate this Plan; and to maketakiodeterminations necessary or deemed
advisable in the administration of the Plan. Thedeinations, interpretations and constructions enadthe Committee shall be final and
conclusive. No member of the Committee shall bigléidor any action taken, or failed to be takendeman good faith relating to the Plan or any
award thereunder, and the members of the Comnsittak be entitled to indemnification and reimburseirby the Corporation in respect of
any claim, loss, damage or expense (including @ets’ fees) arising therefrom to the fullest exteatmitted by law.

(b) Members of the Committee shall bec#fied by the Board, and if the Committee doesaugisist of the entire Board, the Committee
shall consist solely of Non-Employee Directors. Nemployee Directors may not possess an interemtyrtransaction for which disclosure is
required under Section 404(a) of Regulation S-Keurtde Exchange Act or be engaged in a businestarthip that must be disclosed under
Section 404(a).

19. Continued Employment Not PresumelNothing in this Plan or any document descrititngpr the grant of any Option shall give
any Participant the right to continue in the empient of the Corporation or affect the right of @erporation to terminate the employment of
any such person with or without cause.

20. [Reserved].

21. _Governing Law The Plan shall be governed by and construeddordance with the laws of State of MinnesotataadJnited
States, as applicable, without reference to thdlicoof laws provisions thereof.

22. _Severability of ProvisionsIf any provision of this Plan is determinecb®invalid, illegal or unenforceable, such invaidi
illegality or unenforceability shall not affect themaining provisions of the Plan, but such invallidgal or unenforceable provision shall be
fully severable, and the Plan shall be construetesrfiorced as if such provision had never beentedéderein.







Exhibit 10.16

ST. JUDE MEDICAL, INC.
AMENDED AND RESTATED 2002 STOCK OPTION PLAN
(formerly known as the Advanced Neuromodulation Syems, Inc. 2002 Stock Option Plan)

1. _Purpose of the PlanThis Plan shall be known as the St. Jude Médita. Amended and Restated 2002 Stock Option.Flha
purposes of the Plan are (i) to attract and retaérbest available advisory directors, consultants non-executive employees, and (ii) to
provide incentives to such advisory directors, cattasts and non-executive employees to promotsuleess of the business of St. Jude
Medical, Inc. and its subsidiaries.

2. _Definitions As used herein, the following definitions shegbly:

(a) “Advisory Director” meangarson that the Corporation designates as a mewnliee Corporation’s Advisory Board of
Directors.

(b) “Board” means the Board dfeators of the Corporation.

(c) “Common Stock” means the @oon Stock, $.10 par value per share, of the CotjoraExcept as otherwise provided herein,
all Common Stock issued pursuant to the Plan $laak the same rights as all other issued and odistashares of Common Stock, including
but not limited to voting rights, the right to dikénds, if declared and paid, and the right to pta distributions of the Corporation’s assets in
the event of liquidation.

(d) “Committee” means the contegtdescribed in Section 18(a) that administer$tan.
(e) “Consultant” means a coreutiiengaged by the Corporation to render consutamgices to the Corporation.
(f) “Corporation” means St. Judedical, Inc., a Minnesota corporation.

(g) “Date of Grant” means theéedan which an Option is granted pursuant to thas Br, if the Committee so determines, the date
specified by the Committee as the date the awanllie effective.

(h) “Employee” means any empkowyé the Corporation or one of its Subsidiaried,dxeluding any “executive officer” (as defined
in Rule 3b-7 promulgated pursuant to the Exchangtg ér director of the Corporation or one of itsSidiaries.

() “Exchange Act” means the Géties Exchange Act of 1934, as amended.

() “Fair Market Value” meansthlosing sale price (or average of the quotedraosid and asked prices if there is no closing sal
price reported) of the Common Stock on the tradiag immediately prior to the date specified as regubby the New York Stock Exchange or
by the principal national stock exchange on whieh@ommon Stock is then listed. If there is no regzbprice information for the Common
Stock, the Fair Market Value will be determinedthg Committee, in its sole discretion. In makingtsdetermination, the Committee may,
shall not be obligated to, commission and rely upoindependent appraisal of the Common Stock.

(k) “Option” means a stock optigranted pursuant to Section 6 of this Plan..
() “Optionee” means any EmpleyAdvisory Director, or Consultant who receivesCgption.

(m) “Participant” means any Eoyse, Advisory Director, or Consultant who receisesOption.

(n) “Plan” means the St. JudediMal, Inc. Amended and Restated 2002 Stock Ofian (which was formerly known as the
Advanced Neuromodulation Systems, Inc. 2002 Stgafio@ Plan), as amended from time to tir



(0) “Rule 16b-3" means Rule 1Bbf the rules and regulations under the Exchangeas Rule 16b-3 may be amended from time
to time, and any successor provisions to Rule 18heer the Exchange Act.

(p) “Subsidiary” means any noxiséng or hereinafter organized or acquired conypainwhich more than fifty percent (50%) of
the issued and outstanding voting stock is ownexbotrolled directly or indirectly by the Corpormati or through one or more Subsidiaries of
the Corporation.

3. _Term of Plan The Plan was adopted by the Board of Direadisdvanced Neuromodulation Systems, Inc. effecisef June 5,
2002. The Plan was assumed by the Corporation antrsa the terms of the Agreement and Plan of Meageong the Corporation, Apollo
Merger Corp., and Advanced Neuromodulation Systénes, dated as of October 15, 2005 (the “Mergeregment”). The Plan was amended
pursuant to resolutions adopted by the Board oolégct14, 2005 in order to make changes necessagji¢at the assumption of the Plan by
the Corporation. Pursuant to the Merger Agreenarthe Effective Time (as defined in the Merger dgment), the then outstanding Options
under the Plan were converted into Options to pasefCommon Stock. After the Effective Time, no &ddal Options will be granted under
the Plan. The Plan shall continue in effect so lasa@ptions granted under the Plan remain outsigndubject to earlier termination as
provided under Section 18(a).

4. _Shares Subject to the PlakVhen the Plan was adopted by the Board of Bire®f Advanced Neuromodulation Systems, Inc. it
contained the following provision: “Except as othiese provided in Section 17 hereof, the aggregatelrer of shares of Common Stock
issuable upon the exercise of Options pursuaritisoRtlan shall be 225,000 shares; provided, howéivatr on January 1 of each year
(commencing on January 1, 2003), the aggregate auaflshares of Common Stock then issuable upoexbecise of Options shall be
increased by the same percentage that the totdbewofi issued and outstanding shares of Commork $toeased from the preceding Jant
1 to the following December 31 (if such percentesgeositive). For example, if the total numbersdied and outstanding shares of Common
Stock on January 1, 2002 were 5,000,000, the motaber of issued and outstanding shares of thedCatipn on December 31, 2002 were
5,500,000, and the aggregate number of sharesrofr@o Stock then issuable upon the exercise of @pfarsuant to this Plan were 180,000,
the aggregate number of shares of Common Stoc&bssunder the Plan effective January 1, 2003 wbal@98,000 (a 10% increase). Shares
issuable upon the exercise of Options may eithexuleorized but unissued shares or treasury shEnesCorporation shall, during the term of
this Plan, reserve and keep available a numbénares of Common Stock sufficient to satisfy theursgments of the Plan. If an Option should
expire or become unexercisable for any reason withaving been exercised in full, then the sharaswere subject thereto shall, unless the
Plan shall have terminated, become immediatelylavlai for the grant of additional Options undestRian, subject to the limitations and
adjustments set forth above. In addition, for pggsoof calculating the aggregate number of shaeggray be issued under this Plan, only the
net shares issued (including the shares, if athhsld for tax withholding requirements) shall lmeicted when shares of Common Stock are
used as full or partial payment for shares issyszhiexercise of a Option. Shares tendered by &arit as payment for shares issued upon
such exercise shall be available for reissuancernthe Plan.”

5. _Eligibility. Options may be granted under Section 6 of the # such Employees, Consultants and Advisorg®ars of the
Corporation or its Subsidiaries as may be deterchinethe Committee. Subject to the limitations gndlifications set forth in this Plan, the
Committee shall also determine the number of Ogttorbe granted, the number of shares subjectcto @ption grant, the exercise price or
prices of each Option, the vesting and exercisemgeaf each Option, whether an Option may be egertis to less than all of the Common
Stock subject thereto, and such other terms andittoms of each Option as are consistent with ttoeigions of this Plan.

6. _Grant of Options Except as provided in Section 18(c), the Corgrishall determine the number of shares of Comatock to be
offered from time to time pursuant to Options geahihereunder and shall grant Options under the Riamember of the Committee shall be
eligible to receive Options. The grant of Optiohalsbe evidenced by Option agreements containiteh $erms and provisions as are approved
by the Committee and executed on behalf of the @atn by an appropriate officer.

7. _Time of Grant of Options The date of grant of an Option under the Plail be the date on which the Committee awardOghion
or, if the Committee so determines, the date sgecly the Committee as the date the award is &ffieetive. Notice of the grant shall be gi
to each Participant to whom an Option is grantexinmtly after the date of such grant.

8. _Price The exercise price for each share of Commook3tabject to an Option (the “Exercise Price”) geahpursuant to Section 6
of the Plan shall be determined by the CommittabeDate of Grant.

9. _Vesting Subject to Section 11 of this Plan, each Optimard under the Plan shall vest or be subjeairfeifure in accordance wi
the provisions set forth in the applicable Optignement. The Committee may, but shall not be redub, permit acceleration of vesting or
termination of forfeiture provisions upon any saféhe Corporation or similar transaction. A Pap#nt’'s Option agreement may contain such
additional provisions with respect to vesting as @ommittee may specify.

10. Exercise. A Participant may pay the Exercise Price ofgshares of Common Stock as to which an Optioniisgbexercised by th



delivery of (a) cash, (b) check, (c) at the Corgioras option, by the delivery of shares of Comn&tock having a Fair Market Value on the
date immediately preceding the exercise date dquhk Exercise Price and have been held by thex@g# at least six (6) months prior to the
date of exercise, or (d) at the Corporation’s apteny other consideration that the Corporatioemeines is consistent with the Plan’s purpose
and applicable law. If the shares to be purchaseda@vered by an effective registration statemeneu the Securities Act of 1933, as amen
any Option granted under the Plan may be exertigedbroker-dealer acting on behalf of an Optiohég the brokerdealer has received fro
the Optionee or the Corporation a fully- and dehdorsed agreement evidencing such Option, togetitieinstructions signed by the Optior
requesting the Corporation to deliver the shareSayimon Stock subject to such Option to the bralealer on behalf of the Optionee and
specifying the account into which such shares shbaldeposited, (ii) adequate provision has beetemath respect to the payment of any
withholding taxes due upon such exercise, andtfié)broker-dealer and the Optionee have otheredsgplied with Section 220.3(e)(4) of
Regulation T, 12 CFR Part 220, or any successaigion.

11. [Reserved.]

12. _Option Financing Upon the exercise of any Option granted unideiRlan, the Corporation may, but shall not beireduo, make
financing available to the Participant for the gaase of shares of Common Stock pursuant to sudlerOgh such terms as the Board or the
Committee may specify.

13. _Withholding of Taxes The Committee shall make such provisions akd saich steps as it may deem necessary or apgeofoia
the withholding of any taxes that the Corporati®nequired by any law or regulation of any governtakauthority to withhold in connection
with any Option including, but not limited to, (&jthholding the issuance of all or any portion loé shares of Common Stock subject to such
Option until the Participant reimburses the Corgiorafor the amount it is required to withhold witlispect to such taxes, (b) withholding any
portion of such issuance in an amount sufficierreimburse the Corporation for the amount of takesrequired to withhold, (c) allowing the
Participant to deliver Common Stock as paymenttieramount the Corporation is required to withHoldtaxes or (d) taking any other action
reasonably required to satisfy the Corporationthiolding obligation.

14. Conditions Upon Issuance of Shares

(@) The Corporation shall not be oblkghto sell or issue any shares upon the exerciaayo©Option granted under the Plan unless the
issuance and delivery of shares comply with alv@ions of applicable federal and state securities and the requirements of the New York
Stock Exchange or any stock exchange upon whictestod the Common Stock may then be listed.

(b) As a condition to the exercise ofGyution, the Corporation may require the persoma@siag the Option to make such
representations and warranties as may be necdssasgure the availability of an exemption from tbgistration requirements of applicable
federal and state securities laws.

(c) The Corporation shall not be liafuerefusing to sell or issue any shares coveredriyyOption if the Corporation cannot obtain
authority from the appropriate regulatory bodiesrded by the Corporation to be necessary to sédsae such shares in compliance with all
applicable federal and state securities laws aadegbfuirements of the New York Stock Exchange grstock exchange upon which shares of
the Common Stock may then be listed. In additiba,Eorporation shall have no obligation to any iPigent, express or implied, to list,
register or otherwise qualify the shares of Comi&totk covered by any Option.

(d) No Participant will be, or will beedmed to be, a holder of any Common Stock sulgest tOption unless and until such Participant
has exercised his or her Option and paid the psechdce for the subject shares of Common Stock.

15. _Restrictions on Transfer

(&) Options issued pursuant to the Blail be nontransferable except by will or the lafvdescent and distribution, and may only be
exercisable during the Participant’s lifetime ohlythe Participant.

(b) Shares of Common Stock issued puntstaethe Plan may be subject to restrictions andfer under applicable federal and state
securities laws. The Committee may impose suchtiaddl restrictions on the ownership and transfeshmres of Common Stock issued
pursuant to the Plan as it deems desirable; ary mstrictions shall be set forth in any Optionesgment entered into hereunder.

16. Modification of Plan and Options

(@) The Committee may from time to tiemal at any time alter, amend, suspend, discontinterminate this Plai



(b) Atany time and from time to timketCommittee may execute an instrument providingrfodification, extension or renewal of any
outstanding Option, provided that no such modifargtextension or renewal shall impair the Optidthaut the consent of the holder of the
Option or conflict with the provisions of Rule 18er the New York Stock Exchange or any stock ergkaon which shares of Common St
may then be listed.

17. _Effect of Change in Stock Subjecthte Plan In the event that each of the outstanding shaf€ommon Stock (other than shares
held by dissenting shareholders) shall be changedr exchanged for a different number or kindlwdres of stock of the Corporation or of
another corporation (whether by reason of mergersalidation, recapitalization, reclassificatioplitsup, combination of shares or otherwise),
or in the event a stock split or stock dividendwsg¢then the Corporation may either (a) substiimteach share of Common Stock then sul
to Options or available for Options the number kimdl of shares of stock into which each outstandingre of Common Stock (other than
shares held by dissenting shareholders) shall lvhaaged or exchanged, or the number of sharesmfiton Stock as is equitably required in
the event of a stock split or stock dividend, tbgetwith an appropriate adjustment of the ExerBigee, or (b) cancel all such Options as of the
effective date of any merger, consolidation, retzdigation, reclassification, split-up or combiratiof shares by giving written notice to each
holder thereof or his personal representativetsahtention to do so and by permitting the exercsall such Options, without regard to
determinations of periods or installments of exaability during the thirty (30) day period immedibt preceding such effective date. The
Committee may, but shall not be required to, prexadditional anti-dilution protection to a Part@i under the terms of the Participant’s
Option agreement.

18. Administration

(&) Notwithstanding anything to the cany herein, to the extent necessary to comply thighrequirements of Rule 16b-3, the Plan shall
be administered by the Board, or by a committeeprad solely of two or more Non-Employee Directappointed by the Board (the group
responsible for administering the Plan is refetreds the “Committee”)Options may be granted under Section 6 only by ritgjagreement ¢
the members of the Committee. Option agreementbgifiorm as approved by the Committee, and coimigisuch terms and conditions
consistent with the provisions of this Plan asdetermined by the Committee, may be executed oalbehthe Corporation by the Chairman
of the Board, the President or any Vice PresidétiteCorporation. The Committee shall have congpéetthority to construe, interpret and
administer the provisions of this Plan and the fmions of the Option agreements granted hereundgrescribe, amend and rescind rules and
regulations pertaining to this Plan; to suspensiahtinue or terminate this Plan; and to maketakiodeterminations necessary or deemed
advisable in the administration of the Plan. Thiedeinations, interpretations and constructions ertadthe Committee shall be final and
conclusive. No member of the Committee shall bigldidor any action taken, or failed to be takendeim good faith relating to the Plan or any
award thereunder, and the members of the Comnsitiak be entitled to indemnification and reimbursetrby the Corporation in respect of
any claim, loss, damage or expense (including rats’ fees) arising therefrom to the fullest extgetmitted by law.

(b) Members of the Committee shall bec#jied by the Board, and if the Committee doesaumisist of the entire Board, the Committee
shall consist solely of Non-Employee Directors. Nemployee Directors may not possess an interemtyrtransaction for which disclosure is
required under Section 404(a) of Regulation S-Keurtde Exchange Act or be engaged in a businesiareship that must be disclosed under
Section 404(a).

19. _Continued Employment Not Presumelothing in this Plan or any document descrititngpr the grant of any Option shall give
any Participant the right to continue in the empieyt or in the role of Advisory Director or Consuit of the Corporation or affect the right of
the Corporation to terminate the employment, engesge or designation of any such person with or etlcause.

20. [Reserved].

21. _Governing Law The Plan shall be governed by and construagtdordance with the laws of State of MinnesotathedJnited
States, as applicable, without reference to théicbof laws provisions thereof.

22. _Severability of ProvisionsIf any provision of this Plan is determinedbminvalid, illegal or unenforceable, such invaidi
illegality or unenforceability shall not affect themaining provisions of the Plan, but such invalldgal or unenforceable provision shall be
fully severable, and the Plan shall be construetearforced as if such provision had never beentedderein.







Exhibit 10.17

ST. JUDE MEDICAL, INC.
AMENDED AND RESTATED 2004 STOCK INCENTIVE PLAN
(formerly known as the Advanced Neuromodulation Syems, Inc.
2004 Stock Incentive Plan)

1. _Purpose of the PlanThe purposes of the Plan are (i) to attractratain the best available directors, consultantseamployees, and
(ii) to provide incentives to such directors, cdtesuts and employees to promote the success dfusieess of St. Jude Medical, Inc. and its
subsidiaries.

2. _Definitions As used herein, the following definitions stegdply:

(@) “Agreement” means a writtggreement between the Corporation and a Particgpagéncing the terms and conditions of an
individual Award grant. Each Award Agreement stiglsubject to the terms and condition of the Plan.

(b) “Award” means any Optionamy Restricted Stock granted pursuant to the tefrtiss Plan.
(c) “Board” means the Board afdators of the Corporation.

(d) “Common Stock” means the @oom Stock, $.10 par value per share, of the CotjporaExcept as otherwise provided herein,
all Common Stock issued pursuant to the Plan $laak the same rights as all other issued and odisg shares of Common Stock, including
but not limited to voting rights, the right to dilands, if declared and paid, and the right to pta distributions of the Corporation’s assets in
the event of liquidation.

(e) “Committee” means the contedtdescribed in Section 18(a) that administer$tan.

() “Consultant” means any codtesot or advisor who renders bona fide service¢oCorporation or one of its Subsidiaries, which
services are not in connection with the offer de &d securities in a capital-raising transaction.

(g) “Corporation” means St. J\Medical, Inc., a Minnesota corporation.

(h) “Date of Grant” means théedan which an Award is granted pursuant to thaRlr, if the Committee so determines, the date
specified by the Committee as the date the Awatd iz effective.

(i) “Director” means any directr clinical advisor of the corporation or oneitsfSubsidiaries, but excluding any director or
clinical advisor who is also an officer or employ#ehe Corporation or one of its subsidiaries.

() “Disability” means any medity determinable physical or mental impairment tiathe opinion of the Committee, based upon
medical reports and other evidence satisfactothgadCommittee, can reasonably be expected to prevearticipant from performing
substantially all of the Participant’s customaryielsior employment for a continuous period of esslthan 12 months so as to be disabled
within the meaning of Section 22(a)(3) of the Code.

(k) “Employee” means any empleyd the Corporation or one of its Subsidiaries|uding any director who is also an officer or
key employee of the Corporation or one of its Sdibsies.

() “Exchange Act” means the Géties Exchange Act of 1934, as amended.

(m) “Fair Market Value” meangtblosing sale price (or average of the quotedrajosid and asked prices if there is no closing
sale price reported) of the Common Stock on thdinigpday immediately prior to the date specifiedegmrted by the New York Stock
Exchange or by the principal national stock excleamg which the Common Stock is then listed. If éhisrno reported price information for the
Common Stock, the Fair Market Value will be detaretdl by the Committee, in its sole discretion. Irkimg such determination, the Commit
may, but shall not be obligated to, commission i@hglupon an independent appraisal of the CommonkS



(n) “Non-Employee Director” mesaan individual who is a “hon-employee director'desined in Rule 16b-3 under the Exchange
Act and also an “outside director” within the meandf Treasury Regulation § 1.162-27(e)(3).

(0) “Option” means a stock optigranted pursuant to Section 6 of this Plan.
(p) “Optionee” means any Empleyeho receives an Option.
(q) “Participant” means any Emyde, Consultant, or Director who receives an Award

(n “Plan” means this St. Judedital, Inc. Amended and Restated 2004 Stock IneeRian (which was formerly known as the
Advanced Neuromodulation Systems, Inc. 2004 Stockiitive Plan), as amended from time to time.

(s) *“Qualified Option” means a@ption that is intended to qualify as an “inceatstock optionivithin the meaning of Section 4
of the Code. The Committee shall cause each Ogtianted hereunder to be clearly designated in fiteo® Agreement, at the time of grant,
to whether or not it is intended to be a Qualif@gtion.

(t) “Restricted Stock” means Goon Stock awarded to an Employee, Consultant edior pursuant to Section 6 of this Plan.

(u) “Restricted Stock Distribati’ means any amounts, whether stock, cash, or pt@erty (other than regular cash dividends)
paid or distributed by the Corporation with respedRestricted Stock during the period that RettdStock is nontransferable and subject to a
substantial risk of forfeiture within the meaninfgSection 83(a)(1) of the Code because it is ueeptirsuant to Section 9 of the Plan.

(v) “Rule 16b-3" means Rule 1®lof the rules and regulations under the Exchangeas Rule 16b-3 may be amended from time
to time, and any successor provisions to Rule 18heer the Exchange Act.

(w) “Subsidiary” means any noxiséing or hereinafter organized or acquired conypafrwhich more than fifty percent (50%) of
the issued and outstanding voting stock is ownexbotrolled directly or indirectly by the Corpormati or through one or more Subsidiaries of
the Corporation.

3. _Term of Plan The Plan was adopted by the Board of Direadbisdvanced Neuromodulation Systems, Inc. on Fatyra8, 2004
and became effective upon its approval by the $indders of Advanced Neuromodulation Systems, Indviay 26, 2004. The Plan was
assumed by the Corporation pursuant to the terrttseofAgreement and Plan of Merger among the CotjooraApollo Merger Corp., and
Advanced Neuromodulation Systems, Inc., dated &ctdber 15, 2005 (the “Merger Agreement”). ThenRies amended pursuant to
resolutions adopted by the Board on October 14520@rder to make changes necessary to reflec@sbemption of the Plan by the
Corporation. Pursuant to the Merger AgreemenhaBffective Time (as defined in the Merger Agreathehe then outstanding Awards un
the Plan were converted into Awards to purchaser@omStock. After the Effective Time, no additiodalards will be granted under the PI
The Plan shall continue in effect so long as Awaydsited under the Plan remain outstanding, sutesarlier termination as provided under
Section 18(a).

4. Shares Subject to the PlaiiVhen the Plan was adopted by the Board of Bire@and shareholders of Advanced Neuromodulation
Systems, Inc. it contained the following provisiéBExcept as otherwise provided in Section 18 hertwf aggregate number of shares of
Common Stock issuable upon the exercise of Optiongpon the grant of Restricted Stock pursuanhi®Plan shall be 750,000 shares. Shares
issuable upon the exercise of Options or upon taetgf Restricted Stock may either be authorizettuinissued shares or treasury shares. The
Corporation shall, during the term of this Plarseme and keep available a number of shares of @mn8tock sufficient to satisfy the
requirements of the Plan. If an Option should expir become unexercisable for any reason withotihgebeen exercised in full or if
Restricted Stock is forfeited, then the shareswhat subject thereto shall, unless the Plan slagk terminated, become immediately available
for the grant of additional Options or Restrictedc® under this Plan, subject to the limitationd adjustments set forth above. In addition, for
purposes of calculating the aggregate number okshhat may be issued under this Plan, only theheees issued (including the shares, if
any, withheld for tax withholding requirements) k& counted when shares of Common Stock are asddll or partial payment for shares
issued upon exercise of a Award. If permitted iy @orporation pursuant to Section 10, shares teddsy a Participant as payment for shares
issued upon such exercise shall be available fssuance under the Plan.”

5. _Eligibility. Qualified Options may be granted under Sediof the Plan to Employees of the Corporation ®6itibsidiaries who
are officers or other key employees as may be méted by the Board or the Committee. NonqualifiqetiGns may be granted under Section 6
of the Plan to such Employees, Consultants, anelcRirs of the Corporation or its Subsidiaries ag beadetermined by the Board or the
Committee. Restricted Stock may be granted undetid®e6 of the Plan to such Employees, Consultamtd,Directors of the Corporation or its
Subsidiaries as may be determined by the Boardeo€bmmittee. Subject to the limitations and giadifons set forth in this Plan, the Bo:



or the Committee shall also determine the numb&rifons or shares of Restricted Stock to be gdarike number of shares subject to each
Option or Restricted Stock grant, the exercisegpoicprices of each Award, the vesting and exems®od of each Option and the vesting
and/or forfeiture provisions relating to Restric@&ck, whether an Option may be exercised asstotlean all of the Common Stock subject
thereto, and such other terms and conditions df €gqtion or grant of Restricted Stock, if any, es @onsistent with the provisions of this P!
In connection with the granting of Qualified Opt&ithe aggregate Fair Market Value (determinetieDiate of Grant of a Qualified Option)
the shares with respect to which Qualified Optiaresexercisable for the first time by an Optionagndy any calendar year (under all such
plans of the Optionee’s employer corporation aagérent and subsidiary corporations as defin&eation 424(e) and (f) of the Code, or a
corporation or a parent or subsidiary corporatibauzh corporation issuing or assuming an Optioa fransaction to which Section 424(a) of
the Code applies (collectively, such corporatioesatibed in this sentence are hereinafter reféored “Related Corporations”)) shall not
exceed $100,000 or such other amount as from tintiene provided in Section 422(d) of the Code oy smccessor provision.

6. _Grant of Options and Restricted BtocUnless the Plan is suspended or terminatedoagded in Section 18(c), the Committee shall
determine the number of shares of Common Stocle offiered from time to time pursuant to Options Redtricted Stock granted hereunder
and shall grant said Options and awards of RestriStock under the Plan. The grant of said Awahddl be evidenced by Option Agreements
and Restricted Stock Agreements containing suchg@mnd provisions as are approved by the Comndtideexecuted on behalf of the
Corporation by an appropriate officer. In connettigth the granting of any Awards under the Plae, aggregate number of shares of
Common Stock with respect to which Awards may tentgd to any single Employee in any one calendar wél not exceed 750,000. Solely
for this purpose, Awards that lapse or are cande@tinue to count against this calendar yeartlimi

7. _Time of Grant of Awards The date of grant of an Award under the Plail & the date on which the Committee awards thigo®
or Restricted Stock or, if the Committee so deteasj the date specified by the Board or Commitsethe date the award is to be effective.
Notice of the grant shall be given to each Pariicigo whom an Award is granted promptly afterdhée of such gran

8. _Price The exercise price for any Award (the “Exerdfsee”) granted pursuant to Section 6 of the Rlaall be determined by the
Committee at the Date of Grant; provided, howeliat {a) the Exercise Price for any Option will betless than 100% of the Fair Market
Value of the Common Stock at the Date of Grant, @)df an Optionee owns on the Date of Grant ntbem 10 percent of the total combined
voting power of all classes of stock of the Corpioraor its parent or any of its subsidiaries, agerfully described in Section 422(b)(6) of the
Code or any successor provision (such sharehddeférred to herein as a “10-Percent Shareholdi€)Exercise Price for any Qualified
Option Granted to such Optionee will not be lessth10% of the Fair Market Value of the Common Btatcthe Date of Grant.

9. _Vesting Subject to Section 11 of this Plan, each Awarder the Plan shall vest and become exercisabtagicase of Options) or
nonforfeitable (in the case of Restricted Stockasain accordance with the provisions set fortthaapplicable Option Agreement or
Restricted Stock Agreement. The Committee mayshall not be required to, permit acceleration dtivey or the accelerated lapse of any
forfeiture provisions of an Award upon any salaétef Corporation or similar transaction. In exerggsthis discretion, the Committee may
specifically consider whether the accelerationasting or the accelerated lapse of any forfeitwowipions of an Award hereunder upon a
change of control of the Corporation causes anéss@arachute payment” (as defined in Section 280k Code) to occur. In the event that
the Committee determines that such an excess paeapayment would result if acceleration occurrgden added to any other payments or
benefits contingent on a change of control undgrather agreements, arrangements, or plans) tleenumber of shares as to which
exercisability is accelerated may be reduced sotdital parachute payments do not exceed 299%=0Dtitionee’s “base amount” as defined in
Section 280G (b)(3) of the Code. A Participant’siOptAgreement or Restricted Stock Agreement mayainrsuch additional provisions with
respect to vesting or the lapse of any forfeituvision as the Committee may specify.

10. _Option Exercise A Participant may pay the Exercise Price ofghares of Common Stock as to which an Optioniisgoexerciset
by the delivery of (a) cash, (b) check, (c) in @arporation’s sole discretion, by the delivery béses of Common Stock having a Fair Market
Value on the date immediately preceding the exerd#éte equal to the Exercise Price and have bddiy¢he Participant at least six (6)
months prior to the date of exercise, or (d) atGbeporations option, any other consideration that the Corpamadetermines is consistent w
the Plans purpose and applicable law. If the shares toubehased are covered by an effective registratiaiement under the Securities Act
1933, as amended, any Option granted under thenfPdgrbe exercised by a broker-dealer acting onlbeha Participant if (i) the broker-
dealer has received from the Participant or thep@wtion a fully- and duly-endorsed agreement enddeg such Option, together with
instructions signed by the Participant requestimgGorporation to deliver the shares of CommoniSsobject to such Option to the broker-
dealer on behalf of the Participant and specifyiregaccount into which such shares should be diglhgii) adequate provision has been made
with respect to the payment of any withholding &agee upon such exercise, and (jii) the brokeredesid the Participant have otherwise
complied with Section 220.3(e)(4) of Regulationl2,CFR Part 220, or any successor provision.

11. _When Qualified Options may be Eisad. No Qualified Option shall be exercisable at ime after the expiration of ten (10)
years from the Date of Grant; provided, howeveat ththe Optionee with respect to a Qualified ©Optis a 1-Percent Stockholder on the Date
of Grant of such Qualified Option, then such Optitiall not be exercisable after the expirationa# {5) years from its Date of Grant. Upon
the death of an Optionee, any vested QualifieddDptixercisable on the date of death may be exerbig¢he Optionee’s estate or by a person
who acquires the right to exercise such Qualifigdi@ by bequest or inheritance or by reason ofiéegth of the Optionee, provided that s




exercise occurs within both the remaining optiomtef the Qualified Option and twelve months aftex date of the Optionee’s death. This
Section 11 only provides the outer limits of alldeaexercise dates with respect to Qualified Optidhe Board or the Committee may
determine that the exercise period for a Qualifgdion shall have a shorter duration than as sigelcéfbove.

12. _Issuance of Restricted Stock Sharémtil the Restricted Stock is vested, the fiedtes representing the Restricted Stock and any
Restricted Stock Distributions, shall be registdrethe Participant’s name and bear a restrictégehd disclosing the restrictions, the existence
of the Plan, and the existence of the applicabteeagent granting such Restricted Stock. Such matifs shall be deposited by the Participant
with the Corporation, together with stock powerstirer instruments of assignments, each endorseldmk, which will permit the transfer to
the Corporation of all or any portion of the Regetl Stock and any assets constituting Restricieck®istributions, which shall be forfeited
accordance with the applicable agreements grastiof Restricted Stock. Restricted Stock shall domstissued and outstanding Common
Stock for all corporate purposes and the Particgiphall have all rights, powers and privileges bdibéder of unrestricted shares except that the
Participant will not be entitled to delivery of teock certificates until all restrictions haventémated, and the Corporation will retain custod
all related Restricted Share Distributions (whidh e subject to the same restrictions, terms, emtlitions as the related Restricted Stock)
until the restrictions lapse with respect to theresponding Restricted Shares; and provided, furthat any Restricted Share Distribution shall
not bear interest or be segregated into a sepacateint but shall remain a general asset of thpdZation, subject to the claims of the
Corporation’s creditors, until the lapse of thensferability and forfeiture restrictions; and praed, finally, that any material breach of any
terms of the agreement granting the RestrictedkSaxcreasonably determined by the Committee \aillse a forfeiture of both Restricted St
and Restricted Stock Distributions.

13. _Withholding of Taxes The Committee shall make such provisions aked saich steps as it may deem necessary or appeofoia
the withholding of any taxes that the Corporati®nequired by any law or regulation of any governtakauthority to withhold in connection
with any Award including, but not limited to, (a)thholding the issuance of all or any portion of $hares of Common Stock subject to such
Award until the Participant reimburses the Corporafor the amount it is required to withhold witsspect to such taxes, (b) withholding any
portion of such issuance in an amount sufficiemreimburse the Corporation for the amount of takesrequired to withhold, provided,
however, that no shares of Common Stock are withiwéh a value exceeding the minimum amount ofreaquired to be withheld by law,

(c) allowing the Participant to deliver Common ¥as payment for the amount the Corporation isirequo withhold for taxes or (d) taking
any other action reasonably required to satisfyGbgporation’s withholding obligation.

14. Conditions Upon Issuance of Shares

(@) The Corporation shall not be obkghto sell or issue any shares upon the exerciaayoAward granted under the Plan unless the
issuance and delivery of shares comply with alvi@ions of applicable federal and state securities and the requirements of the New York
Stock Exchange or any stock exchange upon whictestod the Common Stock may then be listed.

(b) As a condition to the exercise ofGyution or the grant of Restricted Stock, the Cosfion may require the person exercising the
Option or receiving the grant of Restricted Stazkrake such representations and warranties as enagdessary to assure the availability ¢
exemption from the registration requirements ofliapple federal and state securities laws.

(c) The Corporation shall not be liafluerefusing to sell or issue any shares coveredryyOption or for refusing to issue any Restri
Stock if the Corporation cannot obtain authoritynfrthe appropriate regulatory bodies deemed b trporation to be necessary to sell or
issue such shares in compliance with all applicédaderal and state securities laws and the reqeinésrof the New York Stock Exchange or
any stock exchange upon which shares of the Con®tmeck may then be listed. In addition, the Corgoraeshall have no obligation to any
Participant, express or implied, to list, regisientherwise qualify the shares of Common Stocleced by any Option or Restricted Stock.

(d) No Participant will be, or will beedmed to be, a holder of any Common Stock sulgest tOption unless and until such Participant
has exercised his or her Option and paid the psechdce for the subject shares of Common Stock.

15. _Restrictions on Transfer

(a) Each Qualified Option under thisrPéhall be transferable only by will or the lawsdefscent and distribution and shall be exercis



during Participant’s lifetime only by such Partiaig. Each nonqualified Option under this Plan shaltransferable only by will, the laws of
descent and distribution, pursuant to a domestétioas order issued by a court of competent juctgzh, or to a trust established by the
Participant for estate planning purposes.

(b) Non-vested shares of Restricted ISisgued pursuant to the Plan shall be nontransfeexcept by will or the laws of descent and
distribution until, and only to the extent thatckishares become vested in accordance with Setidthe Plan.

(c) Shares of Common Stock issued purtsioeany Award under the Plan may be subjectstrictions on transfer under applicable
federal and state securities laws. The Committegimpose such additional restrictions on the owiprand transfer of shares of Common
Stock issued pursuant to the Plan as it deemsatidsirany such restrictions shall be set forthniyp @ption Agreement or Restricted Stock
Agreement entered into hereunder.

16. _Maodification of Plan and Agreements

(@) The Committee may from time to tiemal at any time alter, amend, suspend, discontnterminate this Plan; provided, however,
that no such action of the Committee may, withgagraval of the shareholders of the Corporationingyease the maximum number of shares
of Common Stock that may be subject to Qualifiedi@ys under the Plan (except as provided in Sed®aof this Plan), (ii) change the clas:
individuals eligible to receive Qualified Optionarpuant to this Plan, (iii) change the calendar g@aual limit on the number of shares of
Common Stock granted to a Participant in Sectiab®@ve, or (iv) make any changes that requires bblter approval under applicable law or
the New York Stock Exchange rules or other exchamgehich the Corporation’s securities are traded.

(b) Except as set forth below, at ametiand from time to time, the Committee may modifyoutstanding Award. However, the
Committee may not, without obtaining prior shareleolapproval, “reprice” an outstanding Award by évimg the exercise price of the Award,
canceling the outstanding Award and issuing or arging a replacement or substitute Award, or takithgr actions that would be treated as a
“repricing” under generally accepted accountingngiples, unless such repricing is done in connactiith an event described in Section 17 of
this Plan to prevent dilution or diminishment afhts. Additionally, the Committee may not modify @autstanding Award without the prior
approval of the holder of the Award, if such moehfion would impair the Award. Notwithstanding fleeegoing, the Committee may, without
the option holder’s consent, increase the exemige of a Qualified Option if necessary to maintsiich Option’s qualified status, or to
convert any Qualified Option into a Nonqualifiedt@p.

17. _Effect of Change in Stock Subjecthte Plan In the event that each of the outstanding shaf€ommon Stock (other than shares
held by dissenting shareholders) shall be changedor exchanged for a different number or kindludires of stock of the Corporation or of
another corporation (whether by reason of mergarsalidation, recapitalization, reclassificatioplitsup, combination of shares or otherwise),
or in the event a stock split or stock dividendwscthen the Corporation may either substituteefarh share of Common Stock then subject to
Options or Restricted Stock awards or availabledptions or Restricted Stock awards under Sectiohtde Plan the number and kind of
shares of stock into which each outstanding shie@mmon Stock (other than shares held by dissgstiareholders) shall be so changed or
exchanged, or the number of shares of Common S$tedk equitably required in the event of a stodit epstock dividend, together with an
appropriate adjustment of the Exercise Price. The@ittee may, but shall not be required to, prowddditional anti-dilution protection to a
Participant under the terms of the Participant’si@pAgreement or Restricted Stock Agreement.

18. _Administration

(a) Notwithstanding anything to the cany herein, to the extent necessary to comply wighrequirements of Rule 16b-3, the Plan shall
be administered by the Stock Option Committee apgmtdy the Board, which shall be a committee cosagtisolely of two or more Non-
Employee Directors appointed by the Board (the gm@sponsible for administering the Plan is reféteeas the “Committee”Awards may b
granted under Section 6 only by majority agreenoétihe members of the Committee. Option AgreemantsRestricted Stock Agreements, in
the form as approved by the Committee, and comtgisuch terms and conditions consistent with tleipions of this Plan as are determined
by the Committee, may be executed on behalf oCiigoration by the Chairman of the Board, the lélezdi or any Vice President of the
Corporation. The Committee shall have completea@itihto construe, interpret and administer thevgions of this Plan and the provisions of
the Option Agreements and Restricted Stock Agre¢srgmanted hereunder; to prescribe, amend andcheeadles and regulations pertaining to
this Plan; to suspend, discontinue or terminate Bén; and to make all other determinations necgss deemed advisable in the
administration of the Plan. The determinationseriptetations and constructions made by the Comersttall be final and conclusive. No
member of the Committee shall be liable for anyoactaken, or failed to be taken, made in goochfedtating to the Plan or any award
thereunder, and the members of the Committee Bhahtitled to indemnification and reimbursementh®/ Corporation in respect of any
claim, loss, damage or expense (including attorrfegs) arising there from such action or inactiornthe fullest extent permitted by law.

(b) The Board shall specify the Memledrthe Committee, and the Committee shall consilgly of Non-Employee Directors. Non-
Employee Directors may not possess an interestyriransaction for which disclosure is required em8ection 404(a) of Regulatio-K unde:



the Exchange Act or be engaged in a businessae#iip that must be disclosed under Section 4@t@must qualify as ‘outside directors’ as
defined in Section 162(m) of the Code and regutatithereunder.

(c) Although the Board or the Committeay suspend or discontinue the Plan at any tihQuadlified Options must be granted on or
before May 25, 2014.

19. Termination of Employment

(@) Unless otherwise provided in theneiof an Option Agreement or a Restricted StockeAgrent, as the case may be, of this Plan, the
provisions of this Section 19 shall govern all Adeamade pursuant to Section 6 of this Plan.

(b) Upon termination of a Participargimployment with the Corporation or its Subsidianesermination of a Participant’s service as a
Director or a Consultant for the Corporation or ofés Subsidiaries for any reason other thantdeaDisability, the norvested portion of ar
and all outstanding Options of such Participant|shaire and the vested portion of any and alktariding Options shall remain exercisable
three (3) months following the date such Particigarminates employment or service. Upon termimatiba Participant’s employment by
reason of death or Disability, the non-vested parbf any and all outstanding Options of such Bigiint shall expire and the vested portion of
any and all outstanding Options shall remain esafdle for one year following the date such Paictgerminates employment or service.

(c) Upon termination of a Participargi®ployment with the Corporation or its Subsidianesermination of a Participant’s service as a
Director or a Consultant for the Corporation or ofés Subsidiaries for any reason, including HeatDisability, all non-vested shares of
Restricted Stock of such Participant shall be ftete

(d) The right of the Participant to reeeany benefits from the Company or any of its Sdilaries after termination of employment with
the Company or any of its Subsidiaries by reascengfloyment contract, severance arrangement oneigeeshall not affect the determination
that a Participant’s employment has been terminatddthe Company or any of its Subsidiaries forgmses of this Plan. Neither the adoption
of this Plan nor the grant of an Award to an eligiperson shall alter in any way the Company’sherrelevant Subsidiary’s rights to terminate
such person’s employment or directorship at ang tivith or without cause nor does it confer uporhguerson any rights or privileges to
continued employment, or any other rights and [gggs, except as specifically provided in the Plan.

20. Continued Employment Not PresumelNothing in this Plan or any document describtnepr the grant of any Award shall give
any Participant the right to continue in the emplent of the Corporation or affect the right of erporation to terminate the employment of
any such person with or without cause.

21. _Liability of the Corporatian Neither the Corporation, its directors, offe@r employees or the Committee, nor any Subsidiary
which is in existence or hereafter comes into exisg, shall be liable to any Participant or otrexspn if it is determined for any reason by the
Internal Revenue Service or any court having jucisoh that any Qualified Option granted hereundiees not qualify for tax treatment as an
incentive stock option under Section 422 of the €od

22. _Governing Law The Plan shall be governed by and construagtdordance with the laws of State of MinnesotathedJnited
States, as applicable, without reference to thdlicoof laws provisions thereof.

23. _Severability of ProvisionsIf any provision of this Plan is determinedo®invalid, illegal or unenforceable, such invaiidi
illegality or unenforceability shall not affect themaining provisions of the Plan, but such invalldgal or unenforceable provision shall be
fully severable, and the Plan shall be construetearforced as if such provision had never beentedderein.

24. _Notices Whenever any notice is required or permittegttieder, such notice must be in writing and peribpdalivered or sent b
mail. Any notice required or permitted to be detad hereunder shall be deemed to be deliveredenddte which it is personally delivered, or,
whether actually received or not, on the third bass day after it is deposited in the United Stata#, certified or registered, postage prepaid,
addressed to the person who is to receive it aadeess which such person has theretofore spatifievritten notice delivered in accordance
herewith. The Company or a Participant may chaageany time and from time to time, by written netio the other, the address that it or he
had theretofore specified for receiving noticestillthanged in accordance herewith, the Companyeauth Participant shall specify as its and
his address for receiving notices the addresstt in the Award Agreement pertaining to the shdcewhich such notice relate.






Exhibit 10.26

AMENDMENT NO. 1 TO
MULTI-YEAR CREDIT AGREEMENT

This Amendment No. 1 to Credit Agreemehis(t Amendment) dated as of September 28, 2004 is made by atveelea ST. JUDE
MEDICAL, INC., a Minnesota corporation (the “ Bower "), each lender party hereto (collectively, theénders’ and individually, a “
Lender”), and BANK OF AMERICA, N.A., as Administrative Aant, a Lender and L/C Issuer (in such capacity; théministrative Agent’).
Capitalized terms used herein and not defined hefgll have the meanings assigned to such terthg i@redit Agreement (as defined belc

WITNESSETH:

WHEREAS , the Borrower, the Lenders and the Administrafigent entered into that certain Multi-Year CredgrA&ement dated as of
September 11, 2003 (as so amended, as hereby agnandeas from time to time hereafter further aneeindnodified, supplemented, restated,
or amended and restated, the “ Credit Agreerf)edny and among the Borrower, the Lenders, the Adstiative Agent, Banc of America
Securities LLC, as Sole Lead Arranger and Sole Bdaekager, The Bank of Tokyo-Mitsubishi, Ltd. and RBAMRO Bank N.V., as Co-
Syndication Agents, and Bank One, NA and Wells BalyA. (formerly known as Wells Fargo Bank, Na@bissociation), as Co-
Documentation Agents; and

WHEREAS , the Borrower has advised the Administrative Agemd the Lenders that it desires to amend certavigions of the Credit
Agreement, including without limitation the conditis precedent to all Credit Extensions, and the iathtnative Agent and the Lenders have
agreed so to amend the Credit Agreement on thestana conditions set forth herein;

NOW, THEREFORE , in consideration of the premises and further alle consideration, the receipt and sufficiencwbich is hereby
acknowledged, the parties hereto agree as follows:

Section 1 Amendment to Credit Agreement

(a) Subiject to the terms and condgiset forth herein, Section 1.6fithe Credit Agreement is hereby amended by dejdtie
definition of “Eurodollar Rate” in its entirety amdplacing it as follows:

“ Eurodollar Raté means for any Interest Period with respect to Bayodollar Rate Loan, a rate per annum determiyetthe
Administrative Agent pursuant to the following foufa:

Eurodollar Base Rate

Eurodollar Rate = 1.00 — Eurodollar Reserve

Percentag
Where,

“ Eurodollar Base Rataneans, for any Interest Period with respect Eueodollar Rate Loan, the rate per annum equal to
the British Bankers Association LIBOR Rate (* BBABOR "), as published by Reuters (or other commerciallgilable source
providing quotations of BBA LIBOR as designatedtbg Administrative Agent from time to time) at appimately 11:00 a.m.,
London time, two Business Days prior to the commeement of such Interest Period, for Dollar depa$dsdelivery on the first
day of such Interest Period) with a term equivaterguch Interest Period. If such rate is not amd at such time for any reason,
then the “Eurodollar Rate” for such Interest Pesbdll be the rate per annum determined by the Adtnative Agent to be the
rate at which deposits in Dollars for delivery b first day of such Interest Period in same dagléun the approximate amount
of the Eurodollar Rate Loan being made, continuecbaverted by Bank of America and with a term gglént to such Interest
Period would be offered by Bank of America’s Londgranch to major banks in the London interbank dallar market at their
request at approximately 11:00 a.m. (London time&) Business Days prior to the commencement of tutelnest Perioc

(b) Subject to the terms and coodgiset forth herein, Section 1.6fithe Credit Agreement is hereby amended by dwejetie
definition of “364-Day Agreement” in its entirety.

(© Subject to the terms and coodgiset forth herein, Section 1.6flithe Credit Agreement is hereby amended by aditieg
following definition in alphabetical orde




“ 2004 MultiYear Credit Agreemeritmeans that certain Multi-Year Credit Agreementedisas of September 28, 2004 (as
amended, restated, modified, supplemented or ardeartterestated from time to time) by and amongBihweower, Bank of America,
N.A., as administrative agent, and the lenders ftiame to time party theret

(d) Subject to the terms and condgiset forth herein, Section 4.02¢déthe Credit Agreement is hereby amended by dejetiich
Section in its entirety and replacing it as follows

The representations and warranties of thedder contained ilArticle V of this Agreement, but excluding the representadiod
warranty as to no Material Adverse Effect contaime8ection5.11(b)of this Agreement, or any other Loan Document, bicly are
contained in any document furnished at any timesuid in connection herewith or therewith, shalthe and correct on and as of the
date of such Credit Extension, except to the exteattsuch representations and warranties spdbifieder to an earlier date, in which
case they shall be true and correct as of sucleeddte, and except that for purposes of thisi@edt02, the representations and
warranties contained in subsection gdBection 5.1khall be deemed to refer to the most recent stattenfigrnished pursuant thause:
(a)and(b) , respectively, oSection 6.0-.

(e) Subject to the terms and coadgiset forth herein, Section 6.6Pthe Credit Agreement is hereby amended by aditieg
following paragraph to the end of such Sectioritsgrentirety:

The Borrower hereby acknowledges that (@)Atiministrative Agent and/or the Arranger will neakvailable to the Lenders and
L/C Issuer materials and/or information provideddnyon behalf of the Borrower hereunder (colledtiyé& Borrower Materials’) by
posting the Borrower Materials on IntraLinks or tHrey similar electronic system (the “ Platfofjrand (b) certain of the Lenders may
be “public-side” Lenders (i.e Lenders that do not wish to receive material noblpunformation with respect to the Borrower @& it
securities) (each, a “ Public Lendgr The Borrower hereby agrees that (w) all Borrowetdvials that are to be made available to P
Lenders shall be clearly and conspicuously marldBLIC” which, at a minimum, shall mean that therd/t&PUBLIC” shall appear
prominently on the first page thereof; (x) by matkBorrower Materials “PUBLIC”, the Borrower shakk deemed to have authorized
the Administrative Agent, the Arranger, the L/Cussand the Lenders to treat such Borrower Magegaleither publicly available
information or not material information (althoughmay be sensitive and proprietary) with respet¢h&Borrower or its securities for
purposes of United States Federal and state sesugtvs; (y) all Borrower Materials marked “PUBLI&re permitted to be made
available through a portion of the Platform destgddPublic Investor”; and (z) the Administrativgént and the Arranger shall be
entitled to treat any Borrower Materials that aoé marked “PUBLIC” as being suitable only for paostion a portion of the Platform not
designate(“Public Investc”.

® Subject to the terms and cowdisi set forth herein, Section 7.66the Credit Agreement is hereby amended by drjdtie last
sentence of such Section in its entirety and répdgit as follows:

The restrictions contained in this Sectibalknot include any Indebtedness of any Subsidiayrred under this Agreement
under the 2004 Mu-Year Credit Agreemen

(9) Subject to the terms and condgiset forth herein, Section 8.01¢¢the Credit Agreement is hereby amended by dejetuch
subsection in its entirety and replacing it asoiat:

Crosdefault. (i) The Borrower or any Subsidiary (A) failsimake any payment when due (whether by schedulégkritya
required prepayment, acceleration, demand, or wike) under (I) the 2004 Multi-Year Credit Agreerhen(ll) in respect of any
Indebtedness or Guarantee (other than Indebtetieesander and Indebtedness under Swap Contraeisphen aggregate principal
amount (including undrawn committed or availableoants and including amounts owing to all creditonsler any combined or
syndicated credit arrangement) of more than theGR®B000, or (B) fails to observe or perform anyestagreement or condition (1)
contained in the 2004 Multi-Year Credit Agreemen(l§ relating to any such other Indebtedness naf@ntee or contained in any
instrument or agreement evidencing, securing atirg) thereto, or any other event occurs, the effewhich default or other event is
cause, or to permit the lenders under the 2004iMielar Credit Agreement or any holder or holderswéh Indebtedness or the
beneficiary or beneficiaries of such Guaranteea(bustee or agent on behalf of such holder ordrsldr beneficiary or beneficiaries) to
cause, with the giving of notice if required, suictiebtedness (including without limitation Indelteds incurred pursuant to the 2004
Multi-Year Credit Agreement) to be demanded or@odime due or to be repurchased, prepaid, defeasedeemed (automatically or
otherwise), or an offer to repurchase, prepay,atefer redeem such Indebtedness (including witliraitation Indebtedness incurred
pursuant to the 2004 Multi-Year Credit Agreemeatlpé made, prior to its stated maturity, or suclu@notee to become payable or cash
collateral in respect thereof to be demanded;ipth@re occurs under any Swap Contract an Eanynireation Date (as defined in such
Swap Contract) resulting from (A) any event of détffander such Swap Contract as to which the Boeraw any Subsidiary is the
Defaulting Party (as defined in such Swap ContractB) any Termination Event (as so defined) uraleth Swap Contract as to which
the Borrower or any Subsidiary is an Affected Péaty so defined) and, in either event, the Swamifation Value owed by the



Borrower or such Subsidiary as a result theregféster than $75,000,000;

(h) Subject to the terms and condgiset forth herein, Article Xf the Credit Agreement is hereby amended by aditiiedollowing
Section 10.19 in numerical order, in its entirety:

10.19 USA PATRIOT Act Notice. Each Lender that is subject to the Act (as Inafeer defined) and the Administrative Ag
(for itself and not on behalf of any Lender) hereloyifies the Borrower that pursuant to the requeats of the USA PATRIOT Act
(Title 111 of Pub. L. 107-56 (signed into law Octb26, 2001)) (the “ Act), it is required to obtain, verify and record anfnation that
identifies the Borrower, which information includé® name and address of the Borrower and othemivation that will allow such
Lender or the Administrative Agent, as applicabdeidentify the Borrower in accordance with the £

0] Subject to the terms and condisiget forth herein, Schedule 10t62he Credit Agreement is hereby amended by degjdtie
notice information for “Administrative Agent” ingtentirety and replacing it as follows:

Administrative Ager's Office

(for payments and Requests for Credit Extensions):
Bank of America, N.A.

NC1-001-15-01

101 N. Tryon Street

Charlotte, NC 28255

Attn: Dee Daniel

Telephone: 704-387-5441

Facsimile: 704-409-0299

Email: dee.daniel@bankofamerica.c

Payment Instruction:

Bank of America, NA

New York NY

ABA# 026009593

A/C# 136621-2250600

Attn: Corporate Credit Services
Ref: St. Jude Medici

Other Notices as Administrative Age:

Bank of America, N.A.

Agency Management

CA5-701-12-09

1455 Market Street

San Francisco, CA 94103

Attn: Cassandra McCain

Telephone:  415-436-3400

Facsimile: 415-503-5133

Email: cassandra.g.mccain@bankofamerica.

Section 2 Effectiveness; Conditions Precedenthe effectiveness of this Amendment and theraiments to the Credit Agreement
herein provided are subject to the satisfactiothefconditions precedent:

(@) The Administrative Agent shiadlve received each of the following documentsrimsents or deliverables in form and
substance reasonably acceptable to the Administratijent:

® original counterparts of this Amendment, duly exeduwby the Borrower, the Lenders and the Adminiistea
Agent; anc

(ii) such other documents, instruments, opinions, @atibns, undertakings, further assurances and athagters as
the Administrative Agent shall reasonably requast]

(b) All fees and expenses payablia¢oAdministrative Agent and the Lenders (includihg fees and expenses of counsel t
Administrative Agent) accrued to date shall haverbgaid in full.



Section 3 Representations and Warrantiefn order to induce the Administrative Agent ahd Lenders to enter into this
Amendment, the Borrower represents and warrarttseté@dministrative Agent and the Lenders as follows

(a) The representations and waieamhade by the Borrower in Article &f the Credit Agreement are true and correct in all
material respects on and as of the date hereaépéxe the extent that such representations anchniggs expressly relate to an earlier
date; anc

(b) This Amendment has been duly aritled, executed and delivered by the Borroweramtstitutes a legal, valid and bind
obligation of the Borrower, except as may be limhiby general principles of equity or by the effetany applicable bankruptcy,
insolvency, reorganization, moratorium or simikawlaffecting creditor rights generally

Section 4 Entire Agreement This Amendment, together with the Credit Agreem(collectively, the “ Relevant Documerijssets
forth the entire understanding and agreement opénges hereto in relation to the subject mategebf and supersedes any prior negotiations
and agreements among the parties relating to suijhct matter. No promise, condition, representatiowarranty, express or implied, not set
forth in the Relevant Documents shall bind anyyph#reto, and no such party has relied on any ptmiise, condition, representation or
warranty. Each of the parties hereto acknowledigais xcept as otherwise expressly stated in thevRet Documents, no representations,
warranties or commitments, express or implied, H@en made by any party to the other.

Section 5 Full Force and Effect of Credit AgreemenExcept as hereby specifically amended, modifiesupplemented, the Credit
Agreement is hereby confirmed and ratified in @fipects and shall be and remain in full force dfeteaccording to their respective terms.

Section 6 Counterparts This Amendment may be executed in any numbepohterparts, each of which shall be deemed an
original as against any party whose signature agpghareon, and all of which shall together constibne and the same instrument. Delivel
an executed counterpart of a signature page tAthsndment by facsimile transmission shall be ¢ifecas delivery of an original counterpart
of this Amendment.

Section 7 Governing Law THIS AMENDMENT SHALL IN ALL RESPECTS BE GOVERNEBY, AND CONSTRUED IN
ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORKPPLICABLE TO CONTRACTS EXECUTED AND TO BE
PERFORMED ENTIRELY WITHIN SUCH STATE.

Section 8 Enforceability Should any one or more of the provisions of thinendment be determined to be illegal or uneefmote
as to one or more of the parties hereto, all gthevisions nevertheless shall remain effective linding on the parties hereto.

Section 9 References All references in any of the Loan Documentthi “Credit Agreement” or in the Credit Agreemantthis
Agreement” shall mean the Credit Agreement as aetthéreby.

Section 10 Successors and AssignsThis Amendment shall be binding upon and inarthe benefit of the Borrower, the Lenders
and the Administrative Agent, and their respectivecessors, legal representatives, and assigndes égtent such assignees are permitted
assignees as provided in the Credit Agreement.

[The remainder of this page is intentionally left bank.]




IN WITNESS WHEREORhe parties hereto have caused this Amendmere thuly executed as of the date first above written

ST. JUDE MEDICAL, INC. , as Borrower

By: /s/ JOHN C. HEINMILLER

Name: John C. Heinmiller
Title:  Executive Vice President, CFO

$350M REVOLVER — AMENDMENT NO. 1
SIGNATURE PAGE

BANK OF AMERICA, N.A. , as Administrative Agent

By: /s/ CAYCE MCCAIN

Name: Cayce McCain
Title:  Assistant Vice President

$350M REVOLVER — AMENDMENT NO. 1
SIGNATURE PAGE

BANK OF AMERICA, N.A. , as a Lender



By: /s/ RICHARD C. HARDISON

Name: Richard C. Hardison
Title:  Vice President

$350M REVOLVER — AMENDMENT NO. 1
SIGNATURE PAGE

WELLS FARGO, N.A. , as a Lender

By: /s/ SCOTT D. BJELDE

Name: Scott D. Bjelde
Title:  Senior Vice President

By: /s/ JENNIFER BARRETT

Name: Jennifer Barrett
Title:  Vice President & Loan Team Mana

$350M REVOLVER — AMENDMENT NO. 1
SIGNATURE PAGE

KEYBANK NATIONAL ASSOCIATION , as a Lender

By: /s/ CHRISTOPHER A. SWINDELL

Name: Christopher A. Swindell
Title:  Portfolio Manager



$350M REVOLVER — AMENDMENT NO. 1
SIGNATURE PAGE

BANCA DI ROMA — CHICAGO BRANCH , as a Lender

By: /s/ JOYCE MONTGOMERY

Name: Joyce Montgomery
Title:  Vice President

By: /s/ AURORA PENSA

Name: Aurora Pensa
Title:  Vice President

$350M REVOLVER — AMENDMENT NO. 1
SIGNATURE PAGE

THE BANK OF TOKYO-MITSUBISHI,
LTD. ,
CHICAGO BRANCH , as a Lender

By: /s/ PATRICK MCCUE

Name: Patrick McCue
Title:  Vice President & Manager



$350M REVOLVER — AMENDMENT NO. 1

SIGNATURE PAGE

KBC BANK , N.V., as a Lender

By:

By:

/s/ ROBERT SNAUFFER

Name: Robert Snauffer
Title:  First Vice President

/sl STEFANO SNOZZ|

Name: Stefano Snozzi
Title:  First Vice President

$350M REVOLVER — AMENDMENT NO. 1

SIGNATURE PAGE

BANK ONE, NA , as a Lender

By:

/sl ANTHONY F. MAGGIORE

Name: Anthony F. Maggiore
Title:  Managing Director, Capital
Markets



$350M REVOLVER — AMENDMENT NO. 1
SIGNATURE PAGE

BNP PARIBAS, as a Lender

By: /s/ JO ELLEN BENDER

Name: Jo Ellen Bender
Title:  Managing Director

By: /s/ CHRISTINE L. HOWATT

Name: Christine L. Howatt
Title:  Director

$350M REVOLVER — AMENDMENT NO. 1
SIGNATURE PAGE

SUNTRUST BANK , as a Lender

By: /s/ W.BROOKS HUBBARD

Name: W. Brooks Hubbard
Title:  Director

$350M REVOLVER — AMENDMENT NO. 1
SIGNATURE PAGE



U.S. BANK NATIONAL ASSOCIATION

,as a Lender
By: /s/ JEFFREY S. JOHNSON
Name: Jeffrey S. Johnson
Title:  Assistant Vice President
$350M REVOLVER — AMENDMENT NO. 1
SIGNATURE PAGE
FIFTH THIRD BANK , as a Lender

By: /s/ ANDREW L. BUSCHLE

Name: Andrew L. Buschle
Title:  Vice President

$350M REVOLVER — AMENDMENT NO. 1
SIGNATURE PAGE

SVENSKA HANDELSBANKEN AB (PUBL) , as a Lender

By: /s/ MIKAEL WESTERBACK




Name: Mikael Westerback
Title:  Senior Vice President

By: /s/ JESPER LINDQUIST

Name: Jesper Lindquist
Title:  Vice President

$350M REVOLVER — AMENDMENT NO. 1
SIGNATURE PAGE
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AMENDMENT NO. 2 TO
MULTI-YEAR CREDIT AGREEMENT

This Amendment No. 2 to Credit Agreemehis(t Amendment) dated as of November 7, 2005 is made by and éatm&T. JUDE
MEDICAL, INC., a Minnesota corporation (the “ Bower "), each lender party hereto (collectively, theénders’ and individually, a “
Lender”), and BANK OF AMERICA, N.A., as Administrative Aant, a Lender and L/C Issuer (in such capacity; théministrative Agent’).
Capitalized terms used herein and not defined hefgll have the meanings assigned to such terthg i@redit Agreement (as defined belc

WITNESSETH:

WHEREAS , the Borrower, the Lenders and the Administrafigent entered into that certain Multi-Year CredgrA&ement dated as of
September 11, 2003 (as amended by Amendment Natetl $eptember 28, 2004, as hereby amended, firmra8me to time hereafter furtt
amended, restated, supplemented or otherwise raddtfie “ Credit Agreemefi} by and among the Borrower, the Lenders, the Adstiative
Agent, Banc of America Securities LLC, as Sole LA&anger and Sole Book Manager, The Bank of ToMitsubishi, Ltd. and ABN AMRO
Bank N.V., as Co-Syndication Agents, and Bank Qi and Wells Fargo Bank, N.A. (formerly known as N¥é&argo Bank, National
Association), as Co-Documentation Agents; and

WHEREAS , the Borrower has advised the Administrative Agemd the Lenders that it desires to amend certavigions of the Credit
Agreement and the Lenders have agreed so to arher@réedit Agreement on the terms and conditiongos#t herein;

NOW, THEREFORE , in consideration of the premises and further alle consideration, the receipt and sufficiencwbich is hereby
acknowledged, the parties hereto agree as follows:

Section 1 Amendment to Credit Agreement

€) Subject to the terms and coandgiset forth herein, Section 1.6flthe Credit Agreement is hereby amended by adiiag
following definition in alphabetical order:

“ Excess Margin Stoc” means, as of the date any Loan is made hereuh@tigrount by which the current market value
determined pursuant to Regulation U of the FRB3lbMargin Stock owned by the Borrower and its Sdiasies exceeds 25% of the
value (as determined pursuant to Regulation U@®fRRB) of all of the assets owned by the Borrowet its Subsidiaries subject to
Sections 7.01 and 7.02 of this Agreem”

(b) Subject to the terms and condgiset forth herein, Section 7.6flthe Credit Agreement is hereby amended by aditieg
following subpart to the end of such Section:

“(0) Liens on Excess Margin Stc”

(c) Subject to the terms and coodaiset forth herein, Section 7.60Pthe Credit Agreement is hereby amended by aditiag
following subpart to the end of such Section:

“(e) dispositions of Excess Margin St¢”

Section 2 Effectiveness; Conditions Precedenthe effectiveness of this Amendment and theraimeents to the Credit Agreement
herein provided are subject to the satisfactiothefconditions precedent:

€) The Administrative Agent shiadlve received original counterparts of this Ameadinduly executed by the Borrower, the
Required Lenders and the Administrative Agent;

(b) All fees and expenses payabli¢écAdministrative Agent and the Lenders (inclgdihe fees and expenses of couns:
the Administrative Agent) accrued to date shallehbgen paid in full




Section 3 Representations and Warrantiefn order to induce the Administrative Agent ahd Lenders to enter into this
Amendment, the Borrower represents and warrarttseté@dministrative Agent and the Lenders as follows

(®) The representations and waieamhade by the Borrower in Article &f the Credit Agreement are true and correct in all
material respects on and as of the date hereaépéxe the extent that such representations anchniggs expressly relate to an earlier
date; anc

(b) This Amendment has been duly aritled, executed and delivered by the Borroweramtstitutes a legal, valid and bind
obligation of the Borrower, except as may be limhiby general principles of equity or by the effetany applicable bankruptcy,
insolvency, reorganization, moratorium or simikawlaffecting creditor rights generally

Section 4 Entire Agreement This Amendment, together with the Credit Agreem(collectively, the “ Relevant Documerijssets
forth the entire understanding and agreement opénges hereto in relation to the subject mategebf and supersedes any prior negotiations
and agreements among the parties relating to suijhct matter. No promise, condition, representatiowarranty, express or implied, not set
forth in the Relevant Documents shall bind anyyph#reto, and no such party has relied on any ptmiise, condition, representation or
warranty. Each of the parties hereto acknowledigais xcept as otherwise expressly stated in thevRet Documents, no representations,
warranties or commitments, express or implied, H@en made by any party to the other.

Section 5 Full Force and Effect of Credit AgreemenExcept as hereby specifically amended, modifiesupplemented, the Credit
Agreement is hereby confirmed and ratified in @fipects and shall be and remain in full force dfeteaccording to their respective terms.

Section 6 Counterparts This Amendment may be executed in any numbepohterparts, each of which shall be deemed an
original as against any party whose signature agghareon, and all of which shall together constibne and the same instrument. Delivel
an executed counterpart of a signature page tAthsndment by facsimile transmission shall be ¢iifecas delivery of an original counterpart
of this Amendment.

Section 7 Governing Law THIS AMENDMENT SHALL IN ALL RESPECTS BE GOVERNEBY, AND CONSTRUED IN
ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORKPPLICABLE TO CONTRACTS EXECUTED AND TO BE
PERFORMED ENTIRELY WITHIN SUCH STATE.

Section 8 Enforceability Should any one or more of the provisions of thimnendment be determined to be illegal or uneefmote
as to one or more of the parties hereto, all gbhevisions nevertheless shall remain effective lainding on the parties hereto.

Section 9 References All references in any of the Loan Documentthi “Credit Agreement” or in the Credit Agreemamtthis
Agreement” shall mean the Credit Agreement as aettheéreby.

Section 10 Successors and AssignsThis Amendment shall be binding upon and intarthe benefit of the Borrower, the Lenders
and the Administrative Agent, and their respectivecessors, legal representatives, and assigndes éatent such assignees are permitted
assignees as provided in the Credit Agreement.

[The remainder of this page is intentionally left bank.]

IN WITNESS WHEREORhe parties hereto have caused this Amendmeoe tluly executed as of the date first above written

ST. JUDE MEDICAL, INC. , as Borrower

By: /s/ ROBERT G. FRENZ

Name: Robert G. Frenz
Title:  Assistant Treasurer



$350M REVOLVER — AMENDMENT NO. 2
SIGNATURE PAGE

BANK OF AMERICA, N.A. , as
Administrative Agent

By: /s/ ANGELA LAU

Name: Angela Lau
Title:  Assistant Vice President

$350M REVOLVER — AMENDMENT NO. 2
SIGNATURE PAGE

BANK OF AMERICA, N.A. , as a Lender

By: /s/ RICHARD C. HARDISON

Name: Richard C. Hardison
Title:  Vice President



$350M REVOLVER — AMENDMENT NO. 2
SIGNATURE PAGE

WELLS FARGO BANK, N.A. , as a Lender

By: /s/ PATRICK MCCUE

Name: Patrick McCue
Title:  Vice President

By: /s/ JENNIFER BARRETT

Name: Jennifer Barrett
Title:  Vice President & Loan Team Mana

$350M REVOLVER — AMENDMENT NO. 2
SIGNATURE PAGE

KEYBANK NATIONAL ASSOCIATION ,
as a Lender

By: /s/ CHRISTOPHER A. SWINDELL

Name: Christopher A. Swindell
Title:  Portfolio Manager



$350M REVOLVER — AMENDMENT NO. 2
SIGNATURE PAGE

BANCA DI ROMA — CHICAGO
BRANCH , as a Lender

By: /s/ JOYCE MONTGOMERY

Name: Joyce Montgomery
Title:  Vice President

By: /s/ ENRICO VERDOSCIA

Name: Enrico Verdoscia
Title:  Senior Vice President

$350M REVOLVER — AMENDMENT NO. 2
SIGNATURE PAGE

THE BANK OF TOKYO-MITSUBISHI,
LTD.,
CHICAGO BRANCH , as a Lender

By: /s/ TSUGUYUKI UMENE

Name: Tsuguyuki Umene
Title:  Deputy General Manager



$350M REVOLVER — AMENDMENT NO. 2
SIGNATURE PAGE

BNP PARIBAS, as a Lender

By: /s/ CURT PRICE

Name: Curt Price
Title:  Managing Director

By: /s/ JO ELLEN BENDER

Name: Jo Ellen Bender
Title:  Managing Director

$350M REVOLVER — AMENDMENT NO. 2
SIGNATURE PAGE

SUNTRUST BANK , as a Lender

By: /s/ W.BROOKS HUBBARD

Name: W. Brooks Hubbard
Title:  Director

$350M REVOLVER — AMENDMENT NO. 2
SIGNATURE PAGE

U.S. BANK NATIONAL ASSOCIATION
as a Lender



By: /s/ JEFFREY S. JOHNSON

Name: Jeffrey S. Johnson
Title:  Assistant Vice President

$350M REVOLVER — AMENDMENT NO. 2
SIGNATURE PAGE

FIFTH THIRD BANK , as a Lender

By: /s/ ANN-DREA BURNS

Name: Ann-Drea Burns
Title:  Assistant Vice President

$350M REVOLVER — AMENDMENT NO. 2
SIGNATURE PAGE




Exhibit 10.29

AMENDMENT NO. 1 TO
MULTI-YEAR CREDIT AGREEMENT

This Amendment No. 1 to Credit Agreemehis(t Amendment) dated as of November 7, 2005 is made by and éatm&T. JUDE
MEDICAL, INC., a Minnesota corporation (the “ Bower "), each lender party hereto (collectively, theénders’ and individually, a “
Lender”), and BANK OF AMERICA, N.A., as Administrative Aant, a Lender and L/C Issuer (in such capacity; théministrative Agent’).
Capitalized terms used herein and not defined hefgll have the meanings assigned to such terthg i@redit Agreement (as defined belc

WITNESSETH:

WHEREAS , the Borrower, the Lenders and the Administrafigent entered into that certain Multi-Year CredgrA&ement dated as of
September 28, 2004 (as hereby amended, and agifnento time hereafter further amended, restatagplemented or otherwise modified, the
“ Credit Agreement) by and among the Borrower, the Lenders, the Adstiative Agent, Banc of America Securities LLG,%ole Lead
Arranger and Sole Book Manager, The Bank of Tokyitsbishi, Ltd., as Syndication Agent, and Bank OxA, Wells Fargo Bank, N.A.
(formerly known as Wells Fargo Bank, National Adation) and SunTrust Bank, as Co-Documentation Agjeand

WHEREAS , the Borrower has advised the Administrative Agamd the Lenders that it desires to amend certavigions of the Credit
Agreement and the Lenders have agreed so to arher@redit Agreement on the terms and conditiongos#t herein;

NOW, THEREFORE , in consideration of the premises and further ale consideration, the receipt and sufficiencwbich is hereby
acknowledged, the parties hereto agree as follows:

Section 1 Amendment to Credit Agreement

€) Subject to the terms and coadgiset forth herein, Section 1.6flthe Credit Agreement is hereby amended by aditieg
following definition in alphabetical order:

“ Excess Margin Stockmeans, as of the date any Loan is made hereutidgramount by which the current market value (as
determined pursuant to Regulation U of the FRB3lbMargin Stock owned by the Borrower and its Sdiasies exceeds 25% of the
value (as determined pursuant to Regulation U@®fRB) of all of the assets owned by the Borrowt igs Subsidiaries subject to
Sections 7.01 and 7.02 of this Agreem”

(b) Subject to the terms and condgiset forth herein, Section 7.6flthe Credit Agreement is hereby amended by aditieg
following subpart to the end of such Section:

“(0) Liens on Excess Margin Stc”

(© Subject to the terms and coodgiset forth herein, Section 7.6Pthe Credit Agreement is hereby amended by aditieg
following subpart to the end of such Section:

“(e) dispositions of Excess Margin St(”

Section 2 Effectiveness; Conditions Precedenthe effectiveness of this Amendment and thereimeents to the Credit Agreement
herein provided are subject to the satisfactiothefconditions precedent:

(@) The Administrative Agent shadlve received original counterparts of this Amenoaimauly executed by the Borrower, the
Required Lenders and the Administrative Agent;

(b) All fees and expenses payablia¢oAdministrative Agent and the Lenders (includihg fees and expenses of counsel t
Administrative Agent) accrued to date shall haverbgaid in full.

Section 3 Representations and Warrantiefn order to induce the Administrative Agent ahd Lenders to enter into this
Amendment, the Borrower represents and warrarttseté@dministrative Agent and the Lenders as follows




(a) The representations and waieamhade by the Borrower in Article &f the Credit Agreement are true and correct in all
material respects on and as of the date hereaépéxe the extent that such representations anchniggs expressly relate to an earlier
date; anc

(b) This Amendment has been duly aritled, executed and delivered by the Borroweramtstitutes a legal, valid and bind
obligation of the Borrower, except as may be lighiby general principles of equity or by the effetainy applicable bankruptcy,
insolvency, reorganization, moratorium or simikawlaffecting credito’' rights generally

Section 4 Entire Agreement This Amendment, together with the Credit Agreem(collectively, the “ Relevant Documerijssets
forth the entire understanding and agreement opénges hereto in relation to the subject mategebf and supersedes any prior negotiations
and agreements among the parties relating to sugjbct matter. No promise, condition, representatiowarranty, express or implied, not set
forth in the Relevant Documents shall bind anyyph#reto, and no such party has relied on any ptmiise, condition, representation or
warranty. Each of the parties hereto acknowledigais xcept as otherwise expressly stated in thevRet Documents, no representations,
warranties or commitments, express or implied, H@@&n made by any party to the other.

Section 5 Full Force and Effect of Credit AgreemenExcept as hereby specifically amended, modifiesupplemented, the Credit
Agreement is hereby confirmed and ratified in @fipects and shall be and remain in full force dfeteaccording to their respective terms.

Section 6 Counterparts This Amendment may be executed in any numbepohterparts, each of which shall be deemed an
original as against any party whose signature agpghareon, and all of which shall together constibne and the same instrument. Delivel
an executed counterpart of a signature page tAthisndment by facsimile transmission shall be ¢eiffecas delivery of an original counterpart
of this Amendment.

Section 7 Governing Law THIS AMENDMENT SHALL IN ALL RESPECTS BE GOVERNEBY, AND CONSTRUED IN
ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORKPPLICABLE TO CONTRACTS EXECUTED AND TO BE
PERFORMED ENTIRELY WITHIN SUCH STATE.

Section 8 Enforceability Should any one or more of the provisions of thinendment be determined to be illegal or unerfmote
as to one or more of the parties hereto, all gbhevisions nevertheless shall remain effective lainding on the parties hereto.

Section 9 References All references in any of the Loan Documentthi “Credit Agreement” or in the Credit Agreemantthis
Agreement” shall mean the Credit Agreement as aettheéreby.

Section 10 Successors and AssignsThis Amendment shall be binding upon and inarthe benefit of the Borrower, the Lenders
and the Administrative Agent, and their respectivecessors, legal representatives, and assigndes eéatent such assignees are permitted
assignees as provided in the Credit Agreement.

[The remainder of this page is intentionally left bank.]

IN WITNESS WHEREORhe parties hereto have caused this Amendmere tluly executed as of the date first above written

ST. JUDE MEDICAL, INC. , as Borrower

By: /s/ ROBERT G. FRENZ

Name: Robert G. Frenz
Title:  Assistant Treasurer



$400M REVOLVER — AMENDMENT NO. 1
SIGNATURE PAGE

BANK OF AMERICA, N.A. , as Administrative Agent

By: /s/ ANGELA LAU

Name: Angela Lau
Title:  Assistant Vice President

$400M REVOLVER — AMENDMENT NO. 1
SIGNATURE PAGE

BANK OF AMERICA, N.A. , as Lender

By: /s/ RICHARD C. HARDISON

Name: Richard C. Hardison
Title:  Vice President



$400M REVOLVER — AMENDMENT NO. 1
SIGNATURE PAGE

WELLS FARGO BANK, N.A. , as a Lender

By: /s/ PATRICK MCCUE

Name: Patrick McCue
Title:  Vice President

By: /s/ JENNIFER BARRETT

Name: Jennifer Barrett
Title:  Vice President and Loan Team Man:

$400M REVOLVER — AMENDMENT NO. 1
SIGNATURE PAGE

KEYBANK NATIONAL ASSOCIATION , as a Lender

By: /s/ CHRISTOPHER A. SWINDELL

Name: Christopher A. Swindell
Title:  Portfolio Manager



$400M REVOLVER — AMENDMENT NO. 1
SIGNATURE PAGE

THE BANK OF NEW YORK , as a Lender

By: /s/ JONATHAN ROLLINS

Name: Jonathan Rollins
Title:  Vice President

$400M REVOLVER — AMENDMENT NO. 1
SIGNATURE PAGE

THE BANK OF TOKYO-MITSUBISHI, LTD.,
CHICAGO BRANCH , as a Lender

By: /s/ TSUGUYUKI UMENE

Name: Tsuguyuki Umene
Title:  Deputy General Manager



$400M REVOLVER — AMENDMENT NO. 1
SIGNATURE PAGE

JPMORGAN CHASE BANK, N.A. (as successor by
merger with BANK ONE, N.A.) , as a Lender

By: /s/ CHRISTOPHER C. CAVAIANI

Name: Christopher C. Cavaiani
Title:  Vice President

$400M REVOLVER — AMENDMENT NO. 1
SIGNATURE PAGE

BNP PARIBAS, as a Lender

By: /s/ CURT PRICE

Name: Curt Price
Title:  Managing Director

By: /s/ JO ELLEN BENDER




Name: Jo Ellen Bender
Title:  Managing Director

$400M REVOLVER — AMENDMENT NO. 1
SIGNATURE PAGE

SUNTRUST BANK , as a Lender

By: /s/ W.BROOKS HUBBARD

Name: W. Brooks Hubbard
Title:  Director

$400M REVOLVER — AMENDMENT NO. 1
SIGNATURE PAGE

U.S. BANK NATIONAL ASSOCIATION , as a Lender

By: /s/ JEFFREY S. JOHNSON

Name: Jeffrey S. Johnson
Title:  Assistant Vice President



$400M REVOLVER — AMENDMENT NO. 1
SIGNATURE PAGE

THE NORTHERN TRUST COMPANY , as a Lender

By: /s/ JOHN C. CANTY

Name: John C. Canty
Title:  Vice President

$400M REVOLVER — AMENDMENT NO. 1
SIGNATURE PAGE




Exhibit 13

Management’s Discussion and Analysis of
Financial Condition and Results of Operations

OVERVIEW

Our business is focused on the development, matuniiag and distribution of cardiovascular medicaVites for the global cardiac rhythm
management, cardiac surgery, cardiology and dipidllation therapy areas and implantable neuromation devices. We sell our products in
more than 100 countries around the world. Our figerating segments are Cardiac Rhythm Managem&wjCCardiac Surgery (CS),
Neuromodulation (Neuro), Cardiology (CD) and Atilbrillation (AF). Each operating segment focusagdeveloping and manufacturi
products for its respective therapy area. Our jpadgroducts in each operating segment are aswsll CRM —bradycardia pacemaker syste
(pacemakers) and tachycardia implantable cardiewdsfibrillator systems (ICDs); CS — mechanical &issue heart valves and valve repair
products; Neuro — neurostimulation devices; CD seuéar closure devices, guidewires, hemostatisdiuiters and other interventional
cardiology products; and AF — electrophysiology \E&heters, advanced cardiac mapping systemstaatioa systems.

Effective with the acquisition of Advanced Neuroratation Systems, Inc. (ANS) on November 29, 2008 fermed the Neuromodulation
Division to focus efforts on the related therapgaa. Neuromodulation is the delivery of very smaicise doses of electric current or drugs
directly to nerve sites and is aimed at treatinigpés suffering from chronic pain or other disaglinervous system disorders. The estimated $1
billion neuromodulation medical device market hggegienced historical growth of over 20% during lthet several years. Several potential
therapeutic areas such as Parkinson’s diseasatiessemor, migraine headaches, depression, she@esompulsive disorder, obesity, angina,
interstitial cystitis and tinnitus may also providgportunities for revenue growth. Management etgpiecfacilitate the flow of new products in
CRM and in Neuro by using the research and engimgexpertise of both operating segments, as vgadiust manufacturing resources.

Effective January 1, 2005, we formed the CardiolBgyision to facilitate management’s focus on ngitjthe AngioSeal™ product line, but ¢
other products in the cardiology markets as wek. Mtend to build on the market leadership of ongid-Seal™ vascular closure product line
through selective investments in emerging theraipidise interventional cardiology market. Our aaifion of the businesses of Velocimed,
LLC (Velocimed) in 2005 provides us with immediaiecess to embolic protection, patent foramen oslakure and guidewire support system
product platforms that serve growing segments e@fitkerventional cardiology market.

We also formed the Atrial Fibrillation Division efftive January 1, 2005 to focus efforts on thetedlgherapy areas. We expanded our product
portfolio in atrial fibrillation through the acqui®n of Endocardial Solutions, Inc. (ESI) in 20@&ilding upon our acquisitions of Epicor, Inc.
(Epicor) and Irvine Biomedical, Inc. (IBI) in 200Management believes that atrial fibrillation ipr@valent, debilitating disease state that is
effectively treated at this time. Device technoésgare emerging that may provide therapeutic img@nts compared to current treatments. In
addition, the electrophysiologist, the medical $qlést who treats atrial fibrillation with devicels, also the primary customer of ICDs.
Management believes that providing advanced dtballation products to electrophysiologists wijenerate goodwill that may lead to
increased ICD sales.

We participate in several different medical devitarkets, each of which has its own expected raggayith. Management is particularly
focused on the ICD market, which includes congedtigart failure devices. The Centers for MedicadMedicaid Services (CMS) have
expanded the indications for these devices thatdvoe reimbursed by Medicare and Medicaid. As altes this decision and clinical data
from various studies of these devices, managenstima&tes this market will grow at a compounded cdt20% per year for the next 3 years.
Management'’s goal is to continue to increase otimeased 20% worldwide market share of the growiB® Imarket.

We compete on the basis of providing reliable potsiwith advanced features. Our industry has urmhergignificant consolidation in the last
decade and is very competitive. Our strategy regusignificant investments in research and devedmpin order to introduce new products.
We have also sought to improve our operating martiirough a variety of techniques, including mairitey our average selling prices while
improving the efficiency of our manufacturing op@ras. Our products are generally not affected dgnemic cycles. However, we expect cost
containment pressure on healthcare systems toncentd place downward pressure on prices for caoiymts.

Financial Summary

Net sales in 2005 increased approximately 27% 2064 driven primarily by growth in our ICD devicasd products to treat atrial fibrillatio
Our ICD net sales grew approximately 73% to $1,906illion during 2005, resulting from increasingr@stimated worldwide ICD market
share from approximately 15% at the beginning &2 20% at year-end 2005. Due to sales incresdasth existing products and products
from recent acquisitions, our Atrial Fibrillatiorhsales increased approximately 62% to $253.8amjlstrengthening our presence in the atrial
fibrillation market.



Net earnings were $393.5 million in 2005, a 4% dase over 2004 net earnings of $409.9 million. Bdwnet earnings per share were $1.C
2005, a 5% decrease over 2004 diluted net earpiegshare of $1.10. Our results for 2005 includeS$4 million of purchased in-process
research and development (IPR&D) charges and enaft $7.2 million special credit relating to aeesal of a portion of the Symmetry™
Bypass Aortic Connector (Symmetry™ device) prodiadtility litigation special charge recorded in ZDMet of settlement costs. In the third
quarter of 2005, we recorded after-tax expensédf iillion as a result of our contribution to tBe Jude Medical Foundation. We also
recorded the reversal of $13.7 million of previguglcorded income tax expense due to the finatinatf certain tax examinations.
Additionally, in connection with the repatriatioh$600 million of foreign earnings under the praoiss of the American Jobs Creation Act of
2004, we recorded $26.0 million of income tax exgeenn total, these after-tax charges and creditsuated to $190.5 million, or $0.50 per
diluted share.

Our results for 2004 include after-tax $21.9 milliof special charges relating to the discontinuarfar Symmetry™ device product line and
related product liability litigation. Additionallyye recorded $9.1 million of IPR&D and an after-&8&4 million special charge resulting from
the settlement of certain patent infringementditign. We also recorded the reversal of $14.0 oniltbf previously recorded income tax expe
due to the finalization of certain tax audits. dtal, these after-tax charges and credits amount&#0.4 million, or $0.06 per diluted share.

We ended our 2005 fiscal year with $534.6 millidrcash and cash equivalents and $1,053.0 millicshedt. We have strong short-term credit
ratings, with an A2 rating from Standard & Poorgla P2 rating from Moody’s. Our cash flows fromemgions remained strong during 2005,
increasing 18.5% over 2004 to $716.3 million, hedpio fund the acquisitions of ESI, Velocimed, Saralnc. (Savacor), and a significant
portion of the ANS acquisition. We expect to usefoture cash flows to fund internal developmenpapunities, reduce our debt and fund
future acquisitions. In January 2006, we repaidfthe $216.0 million of commercial paper borrogsroutstanding at December 31, 2005 and
made an additional $12.5 million investment in FrgfRm, Inc. (ProRhythm), a privateheld company that is focused on the developmea
high intensity focused ultrasound (HIFU) cathetasdd ablation system for the treatment of atdmllfation.

During 2005, we completed our acquisitions of AKS], Velocimed and Savacor. The ANS acquisitionaex}s our implantable
microelectronics technology programs and providewith an immediate presence in the neuromodulaggment of the medical device
industry. The ESI acquisition further expands cantfolio of products to treat heart rhythm disosjevhich we had also strengthened in 2004
with the acquisitions of Epicor and IBI. The Veloed acquisition expands our presence in the intdiwgal cardiology market, while the
Savacor acquisition complements our developmenttsffn heart failure diagnostic and therapy guagaproducts. During 2003, we comple
our acquisition of Getz Bros. Co., Ltd. (Getz Jgpamd its related distribution operations in Auk&rarhe addition of these operations further
strengthened our presence in Japan and Australia.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Preparation of our consolidated financial statemé@nticcordance with accounting principles gengiadcepted in the United States requires us
to adopt various accounting policies and to makieneses and assumptions that affect the reportembiats in the financial statements and
accompanying notes. Our significant accountinggiedi are disclosed in Note 1 to the Consolidatedrtial Statements.

On an ongoing basis, we evaluate our estimatessswmptions, including those related to accourtsivable allowance for doubtful accour
estimated useful lives of diagnostic equipmentuatibn of IPR&D, other intangible assets and godigimcome taxes; and legal reserves and
insurance receivables. We base our estimates toribé experience and various other assumptioaisate believed to be reasonable under the
circumstances, and the results form the basis &kimgy judgments about the reported values of adgatilities, revenues and expenses. Actual
results may differ from these estimates. We belibe¢ the following represent our most critical @aating estimates:

Accounts Receivable Allowance for Doubtful Acco: We grant credit to customers in the normal sewf business, and generally do not
require collateral or any other security to supjpant accounts receivable. We maintain an allowdoicdoubtful accounts for potential credit
losses, which primarily consists of reserves fac#jic customer balances that we believe may natdilectible. We determine the adequacy of
this allowance by regularly reviewing the accouetsivable agings, customer financial conditions eredit histories, and current economic
conditions. In some developed markets and in mamsrging markets, payments of certain accountsvabks balances are made by the
individual countries’ healthcare systems for whigtyment is dependent, to some extent, upon thégadland economic environment within
those countries. Although we consider our allowdoceoubtful accounts to be adequate, if the faiancondition of our customers or the
individual countries’ healthcare systems were tiederate and impair their ability to make paymetotsis, additional allowances may be
required in future periods. The allowance for déwildccounts was $33.3 million at December 31, 2808 $31.3 million at December 31,
2004.

Estimated Useful Lives of Diagnostic Equiprr:  Diagnostic equipment is recorded at cost antkmeciated using the straight-line method
over its estimated useful life of four to eight geaDiagnostic equipment primarily consists of peogmers that are used by physicians and
healthcare professionals to program and analyzefdain pacemaker and ICD devices. The estimatefdiluge of this equipment is
determined based on our estimates of its usaglkebphysicians and healthcare professionals, fagtan new technology platforms and
rollouts. To the extent that we experience chamgése usage of this equipment or there are intttdans of new technologies to the market,
the estimated useful lives of this equipment magnge in a future period. Diagnostic equipment hadtacarrying value of $88.6 million au



$85.8 million at December 31, 2005 and 2004, retpdg. If we had used an estimated useful lifediggnostic equipment that was one year
less than our current estimate, our 2005 depreciaxpense would have been approximately $3.0amiltigher.

Valuation of IPR&D, Other Intangible Assets and @adl : When we acquire another company, the purchase is allocated, as applicable,
between IPR&D, other identifiable intangible assttagible assets, and goodwill. Determining theipo of the purchase price allocated to
IPR&D and other intangible assets requires us thenséggnificant estimates.

IPR&D is defined as the value assigned to thosgptefor which the related products have not gathed technological feasibility and have
no future alternative use. The primary basis faedrining the technological feasibility of thesejects at the time of acquisition is obtaining
regulatory approval to market the underlying prdadue an applicable geographic region. In accordamith accounting principles generally
accepted in the United States, we expense the adiifeuted to those projects in conjunction while ticquisition. We recorded IPR&D of
$179.2 million and $9.1 million in 2005 and 200dspectively.

We use the income approach to establish fair vadl@8R&D as of the acquisition date. This approastablishes fair value by estimating the
after-tax cash flows attributable to a project ateuseful life and then discounting these afterdash flows back to a present value. We base
our revenue assumptions on estimates of relevarkansizes, expected market growth rates, expameds in technology, and expected
product introductions by competitors. In arrivirtgfze value of the projects, we consider, amongroiéctors, the stage of completion, the
complexity of the work completed as of the acqigsidate, the costs already incurred, the projectestis of completion, the contribution of
core technologies and other acquired assets, fected introduction date and the estimated usiééubt the technology. The discount rate L

is determined at the time of acquisition and ineidonsideration of the assessed risk of the grodeing developed to commercial
feasibility. For the IPR&D we acquired in conneatiwith our recent acquisitions, we used risk-adjidstiscount rates ranging from 16% to
22% in 2005 and 16% in 2004 to discount projectshdlows. We believe that the IPR&D amounts reedniepresent the fair value at the ¢

of acquisition and do not exceed the amount a trartly would pay for the projects.

The fair value of identifiable intangible assetb@sed on detailed valuations using the incomeoaapr. Other intangible assets consist
primarily of customer lists and relationships, fased technology, patents and trademarks and trades) which are amortized using the
straight-line method over their estimated useftgdi ranging from 3 to 20 years. Other intangilstgets also consist of certain trademarks
acquired in our 2003 acquisition of Getz Japan Whie indefinite-lived intangibles and are therefoot amortized. Indefinitbved intangible:
are tested for impairment at least annually. Weéerewther intangible assets for impairment as ckarig circumstance or the occurrence of
events suggest the carrying value may not be reabiee Other intangible assets, net of accumulatedrtization, were $572.2 and $207.1
million as of December 31, 2005 and 2004, respelstiv

Goodwill represents the excess of the aggregatehpse price over the fair value of net assetsydiey IPR&D, of the acquired businesses.
Goodwill is tested for impairment annually for eaeporting unit or more frequently if changes ircamstance or the occurrence of events
suggest impairment exists. The test for impairnmeqtires us to make several estimates about faieyeost of which are based on projected
future cash flows. Our estimates associated witgttodwill impairment tests are considered critth# to the amount of goodwill recorded on
our consolidated balance sheets and the judgmeuireel in determining fair value amounts, includprgjected future cash flows and the use
of an appropriate risk-adjusted discount rate. Gdlbavas $1,635.0 and $593.8 million as of DecemBgr 2005 and 2004, respectively.

Income Taxe: As part of the process of preparing our comsdéid financial statements, we are required ton@séi our income taxes in each
of the jurisdictions in which we operate. This pss involves estimating the actual current tax espas well as assessing temporary
differences in the treatment of items for tax aodoainting purposes. These timing differences résuwleferred tax assets and liabilities, which
are included in our consolidated balance sheetmd/& then assess the likelihood that our defeardssets will be recovered from future
taxable income, and to the extent that we belibaérecovery is not likely, a valuation allowanceanbe established. At December 31, 2005,
we had approximately $188.2 million of gross deddrtax assets, including net operating loss andredit carryforwards that will expire from
2008 to 2024 if not utilized. We believe that oefaetred tax assets, including the net operating dosl tax credit carryforwards, will be fully
realized based upon our estimates of future taxabteme. As such, we have not recorded any valnatimwance for our deferred tax asset
our estimates of future taxable income are not megluation allowance for some of these deferagdhssets would be required.

We have not recorded U.S. deferred income taxegdain of our non-U.S. subsidiaries’ undistribuéaanings, because such amounts are
intended to be reinvested outside the United Statkinitely. However, should we change our businend tax strategies in the future and
decide to repatriate a portion of these earningsyeof our U.S. subsidiaries, including cash naéid by these non-U.S. subsidiaries (see
Financial Condition— Liquidity), additional U.S. tax liabilities would be incudreQur repatriation of $500 million of foreign eargs under th
provisions of the American Jobs Creation Act of 20das deemed to be distributed entirely from faredgrnings that had previously been
treated as indefinitely invested. However, thigriisition from previously indefinitely reinvestedmings does not change our position going
forward that future earnings of certain of our fgresubsidiaries will be indefinitely reinvested.

We operate within multiple taxing jurisdictions aae subject to audits in these jurisdictions. Bhesdits can involve complex issues,
including challenges regarding the timing and amatfidleductions and the allocation of income amweaigous tax jurisdictions. The IRS is
currently in the process of examining our U.S. fatltax returns for the calendar years 2002 an®z



We record our income tax provisions based on oonkedge of all relevant facts and circumstancedufing the existing tax laws, our
experience with previous settlement agreementssttitas of current IRS examinations and our undedsihg of how the tax authorities view
certain relevant industry and commercial mattefthdugh we have recorded all probable income t&xuads in accordance with Statement of
Financial Accounting Standards (SFAS) NoABcounting for ContingencigSFAS No. 5) and SFAS No. 108ccounting for Income Taxes,
(SFAS No. 109), our accruals represent accounstigates that are subject to the inherent uncei¢aiassociated with the tax audit process,
and therefore include certain contingencies. Weebelthat any potential tax assessments from thieustax authorities that are not covered
by our income tax provision will not have a mateadverse impact on our consolidated financial fimsior cash flows. However, they may be
material to our consolidated earnings of a futweeqa. Our overall tax strategies have resultegnireffective tax rate of 36.7% for 2005. A one
percentage point increase in our effective taxwadeld result in additional income tax expenseZod5 of approximately $6 million.

Legal Reserves and Insurance Receiva: We operate in an industry that is susceptiblgignificant product liability and intellectual

property claims. As a result, we are involved imuanber of legal proceedings, the outcomes of whrehnot in our complete control and may
not be known for extended periods of time. In adeace with SFAS No. 5, we record a liability in @ansolidated financial statements for
costs related to claims, including future legaltspsettlements and judgments where we have asisisgen loss is probable and an amount can
be reasonably estimated. We record a receivalie éuar product liability insurance carriers for amtsiexpected to be recovered. Product
liability claims may be brought by individuals sé@ekrelief for themselves or, increasingly, by gueiseeking to represent a class. In addition,
claims may be asserted against us in the futuateetto events that are not known to us at theeptesne. Our significant legal proceedings
discussed in detail in Note 5 to the Consolidatedifcial Statements. While it is not possible tedict the outcome for most of the legal
proceedings discussed in Note 5, the costs assdaidth such proceedings could have a materialraéweffect on our consolidated earnings,
financial position or cash flows of a future period

ACQUISITIONS & MINORITY INVESTMENTS
Acquisitions and minority investments can haverapact on the comparison of our operating resultsfexancial condition from year to year.

Acquisitions:  On December 30, 2005, we completed the acéprisif Savacor for $49.7 million, net of cash acqdij plus additional
contingent payments related to product developmelestones for regulatory approvals and to revemuexcess of minimum future targets.
Savacor was a development-stage company focustiteatevelopment of a device that measures leétlgiressure and body temperature to
help physicians detect and manage symptoms assdeidth progressive heart failure. Increased pressuthe left atrium is a predictor of
pulmonary congestion, which is the leading caudeospitalization for congestive heart failure pattse We recorded an IPR&D charge of $:
million associated with this transaction.

On November 29, 2005, we completed the acquisdfoliNS for $61.25 per share in cash. ANS desigesetbps, manufactures and markets
implantable neuromodulation devices used primacilgnanage chronic severe pain. ANS had been pyhitafled on the NASDAQ market
under the ticker symbol ANSI. Net considerationdpaas $1,353.9 million, which includes closing sost¢t of cash acquired. We recorded an
IPR&D charge of $107.4 million associated with thiansaction. ANS has become the Neuromodulatieis@n of St. Jude Medical.

On April 6, 2005, we completed the acquisition @lécimed for $70.9 million, net of cash acquireldispadditional contingent payments tiet
revenues in excess of minimum future targets, amilestone payment upon U.S. Food and Drug Adnriatisin (FDA) approval of the
Premere™ patent foramen ovale closure system fmribecember 31, 2010. Velocimed develops and matwrizs specialty interventional
cardiology devices. We recorded an IPR&D charg®l®.7 million associated with this transaction.

On January 13, 2005, we completed the acquisitidSd for $279.4 million, net of cash acquired. E&H been publicly traded on the
NASDAQ market under the ticker symbol ECSI. ESle&leps, manufactures and markets the E® System used for the navigation and
localization of diagnostic and therapeutic cathetesed by physician specialists to diagnose aiadl ¢erdiac rhythm disorders. We recorded an
IPR&D charge of $12.4 million associated with ttrensaction.

On October 7, 2004, we completed the acquisitioth@fremaining capital stock of IBI. IBI developsdasells EP catheter products used by
physician specialists to diagnose and treat carnthighm disorders. We had previously made a mipan¥estment in 1Bl in April 2003 throuc
our acquisition of Getz Japan. We paid $50.6 nmiliilo 2004 to acquire the remaining IBI capital &tdo connection with the acquisition of
IBI, we recorded an IPR&D charge of $9.1 million.December 2005, we made a contingent purchasédesaton payment of $4.8 million-
the applicable non-St. Jude Medical shareholdelBIods a result of FDA approval of the Cardiac &iwn Generator and Therapy™ EP
catheters.

On June 8, 2004, we completed the acquisition®fémaining capital stock of Epicor. Epicor is feed on developing products which use
HIFU to ablate cardiac tissue. We had previouslgena minority investment in Epicor in May 2003. Yad $185.0 million in 2004 to acqui
the remaining Epicor capital stock.

On April 1, 2003, we completed the acquisition @tsJapan, a distributor of medical technology potslin Japan and our largest volume
distributor in Japan. We paid 26.9 billion Japanéer in cash to acquire 100% of the outstandingroomstock of Getz Japan. N



consideration paid was $219.2 million, which ina@adlosing costs less cash acquired. We also &chjhie net assets of Getz Bros. & Co.
(Aust.) Pty. Limited and Medtel Pty. Limited (calkévely referred to as Getz Australia) relatedhe distribution of our products in Australia
for $6.2 million in cash, including closing cosiBsior to the acquisition of Getz Japan and Getzralia (collectively referred to as Getz), we
recognized revenue from the sale of our producGetz as our distributor. Subsequent to the adipnsilate, we recognized additional reve
from Getz related to the sale of non-St. Jude M&dianufactured products sold by Getz and the mergal revenue on the sale of St. Jude
Medical manufactured products.

Minority Investmen: On January 12, 2005, we made an initial egoigstment of $12.5 million in ProRhythm, a privgtéeld company th:

is focused on the development of a HIFU cathetsedablation system for the treatment of atriailfddion. The initial investment resulted in
approximately a 9% ownership interest. In connectiith making the initial equity investment, weakntered into a purchase and option
agreement with ProRhythm that provided us thetghih make an additional equity investment. In Jag2006, we made an additional $12.5
million investment in ProRhythm, increasing ourlaiwnership interest to 18%. We also have theusket right, but not the obligation,
through the later of three months after the datdRRythm delivers certain clinical trial data or Mir31, 2007, to acquire the remaining capital
stock of ProRhythm for $125.0 million in cash, wittiditional cash consideration payable to the nodi#le Medical shareholders after the
consummation of the acquisition if ProRhythm ach#&uertain performance-related milestones.

SEGMENT PERFORMANCE

As discussed in Note 11 to our Consolidated Firdr&tiatements, we formed the Cardiology Divisiod #re Atrial Fibrillation Division
effective January 1, 2005. As a result, the Daigdion has been realigned to these respectiveidngs The reportable segment information
all periods presented has been reclassified teattie new segment structure.

Our five operating segments are Cardiac Rhythm igameent (CRM), Cardiac Surgery (CS), Neuromodulafieuro), Cardiology (CD) and
Atrial Fibrillation (AF). We formed our Neuro opéigg segment in November 2005 in connection withdbquisition of ANS. Each operating
segment focuses on developing and manufacturindute for its respective therapy area. The prinpaoglucts produced by each operating
segment are: CRM — pacemaker and ICD systems; Gfeehanical and tissue heart valves and valve repadtucts; Neuro —
neurostimulation devices; CD — vascular closurdais; guidewires, hemostasis introducers and atberventional cardiology products; and
AF — EP catheters, advanced cardiac mapping sysiethgblation systems.

We aggregate our five operating segments into gpontable segments based primarily upon their amoiperational and economic
characteristics: CRM/CS/Neuro and CD/AF. Net safesur reportable segments include end-customamass from the sale of products they
each develop and manufacture. The costs includeddh of the reportable segments’ operating resutsde the direct costs of the products
sold to end-customers and operating expenses mabggeach of the reportable segments. Certain tipgrexpenses managed by our selling
and corporate functions are not included in ouoriggle segments’ operating profit. Because of tieigortable segment operating profit is not
representative of the operating profit of the pridun these reportable segments. The followintetplesents net sales and operating profit by
reportable segment (in thousands):

CRM/CS/Neuro CD/AF Other Total

Fiscal Year 200!

Net sale! $ 2,223,70. $ 691,57¢ $ — $ 2,915,28

Operating profi 1,231,144 263,210 (881,62Y) 612,73(
Fiscal Year 200:

Net sale: $ 1,748,74! $ 545,42 $ = $ 2,294,17.

Operating profi 1,015,62© 254,279 (733,93) 535,95¢
Fiscal Year 200:

Net sale: $ 1,511,30! $ 421,20¢ $ — $ 1,932,551

Operating profi 873,90« 202,00 (619,96¢) 455,94!

(@) Included in CRM/CS/Neuro 2005 operating profit BHR&D charges of $107.4 million and $45.7 milligglating to the
acquisitions of ANS and Savacor, respectively. Atsduded is an $11.5 million special credit relatio a reversal of a portion
of the Symmetry™ device product liability litigatiGepecial charge recorded in 2004, net of settl¢mests.

(b) Included in CD/AF 2005 operating profit are IPR&Barges of $13.7 million and $12.4 million relatitogthe acquisitions ¢
Velocimed and ESI, respective

© Included in CRM/CS/Neuro 2004 operating profit apecial charges of $35.4 million related to Symgiétdevice product line
discontinuance and product liability litigatic

(d) Included in CD/AF 2004 operating profit is an IPR&BDarge of $9.1 million relating to the 1Bl acqtiisn.



The following discussion of the changes in oursaés is provided by class of similar products inithur five operating segments, which is the
primary focus of our sales activities. This anaysifficiently describes the changes in our sasalts for our two reportable segments.

Cardiac Rhythm Management

2005 vs. 200 2004 vs. 200
(dollars in thousands 2005 2004 2003 % Change % Change
Pacemaker syster $ 917,95 $ 890,07¢ $ 826,12 3.1% 7.7%
ICD system: 1,006,891 583,69 414,25! 72.5% 40.%
$ 1,924,84 $ 1,473,77! $ 1,240,371 30.6% 18.8%

Cardiac Rhythm Management net sales increased 82305 over 2004. 2005 CRM net sales were favorafbacted by a 31% growth in u
volume driven by sales of traditional ICD produatsl the continued market penetration of produdtstime cardiac resynchronization therapy
(CRT) segments of the U.S. pacemaker and ICD maeeign currency translation had a favorable ichpa CRM net sales in 2005 as
compared with 2004 of approximately $12.2 millitmcreases in CRM net sales were offset by a loglsidigit percentage decline in global
average selling price. Net sales of pacemaker mystecreased 3% during 2005 due to a 6% increagademaker unit sales and approxime
$7.7 million of favorable impact from foreign cuney translation. These increases for the year wiset in part by low singleligit declines ir
global average selling price. Net sales of ICD ayst increased 73% in 2005, due to a 68% incred&Drunit sales, a low single-digit
increase in global average selling price and apprately $4.5 million of favorable impact from foggi currency translation.

Cardiac Rhythm Management net sales increased 42904 over 2003. CRM 2004 net sales were favoratghacted by growth in unit
volume driven by sales of traditional pacemaker kB1d products and the introduction of products itite CRT segments of the U.S.
pacemaker and ICD market. The Getz acquisitions@da@gpproximately $19.8 million to CRM 2004 net saleoreign currency translation also
had a favorable impact on CRM net sales in 200zbagpared with 2003 of approximately $49.3 millidime increases in CRM 2004 net sales
were partially offset by a 5% decline in global &ge selling price, which is primarily due to aglar portion of our sales mix coming from
lower-priced markets outside of the United Statét. sales of pacemaker systems increased 8% d20iy due to a 10% increase in
pacemaker unit volume, approximately $30.9 millidriavorable impact from foreign currency trangatand $12.5 million of favorable
impact from the Getz acquisitions. These incre&sethe year were offset in part by a 7% declinglwbal average selling price resulting from
a larger portion of our sales mix coming from lovpeiced markets outside of the United States ame@taylobal average selling price in the
United States. Net sales of ICD systems increa%étlith 2004, due to a 39% increase in ICD unit vawffset in part by a 1% decline in
global average selling price primarily due to g&rportion of our sales mix coming from lower-pdcmarkets outside of the United States.
Net sales of ICD systems in 2004 also included fabi@ impact from foreign currency translation ppeoximately $13.0 million

Cardiac Surgery
2005 vs. 200 2004 vs. 200:
(dollars in thousands 2005 2004 2003 % Change % Change
Heart valve: $ 254,44 $ 253,23¢ $ 250,84( 0.5% 1.C%
Other cardiac surgery
products 19,42¢ 21,74: 20,09¢ -10.6% 8.2%
$ 273,87 $ 274,97¢ $ 270,93 -0.4% 1.5%

Cardiac Surgery net sales remained essentiallyanysd in 2005 compared to 2004. While unit volum2d05 increased 2% and foreign
currency translation provided a $3.4 million favdeimpact, global average selling price declinpgreximately 3%. Heart valve net sales
increased 1% during 2005, due primarily to an iasesin unit volume of approximately 2% and apprataty $3.6 million of favorable impact
from foreign currency translation. These increasere offset by a 3% decline in global averagesglfirice primarily driven by a shift in
geography and product mix. Sales growth in tissethvalves and repair valves continue to be offgeteclines in mechanical heart valves
sales. Net sales of other cardiac surgery prodigteeased $2.3 million during 2005 compared to 2004

Cardiac Surgery net sales increased 2% in 200420@83. The increase in 2004 net sales was dueli® $illion of favorable impact from
foreign currency translation and $9.6 million ofdeable impact from the Getz acquisitions. Thesegases were offset by a global average
selling price declines of approximately 6% andwa $ingle-digit percentage decrease in unit volume. Heaxterakt sales increased 1% in



year 2004, due primarily to an increase in uniumod of approximately 1% and approximately $10.8iomilof favorable impact from foreig
currency translation and $4.6 million of favorabfgact from the Getz acquisitions. These increasze offset by a 6% decline in global
average selling price primarily due to a largettiporof our sales mix coming from lower-priced matkoutside of the United States. Net sales
of other cardiac surgery products increased 8%ndwD04 primarily due to $1.1 million of favoraliepact from foreign currency translation
and $5.0 million of favorable impact from the Gatzjuisitions. These increases for other cardiagesymproducts were offset by an 18%
decrease in unit sales and a 4% decrease in glubedge selling price.

Neuromodulation

(dollars in thousands 2005 2004 2003

Neuromodulation produc $ 24,98: $ — $ —

The acquisition of ANS in November 2005, added epipnately $25 million of neuromodulation net salk®luding net sales prior to our
acquisition, ANS had total 2005 net sales of $153illion. ANS'’s historical net sales as a standaglcompany were $120.7 million and $91.1
million for 2004 and 2003, respectively.

Cardiology
2005 vs. 200 2004 vs. 200
(dollars in thousands 2005 2004 2003 % Change % Change
Vascular closure devic $ 329,90: $ 287,93 $ 218,21 14.€% 31.9%
Other cardiology produc 107,86¢ 100,65« 78,15¢ 7.2% 28.8%
$ 437,76 $ 388,58¢ $ 296,36¢ 12.7% 31.1%

Cardiology net sales increased 13% during 2005 eoetpto 2004. Net sales for 2005 were favorablyeicted by growth in unit volume of
approximately 15% and a $1.7 million of favorabighact from foreign currency translation. Theseéases were offset by a 2% decrease in
global average selling price. Net sales of vasatltzsure devices increased 15% during 2005 duel@®@increase in Angio-Seal™ unit sales
and approximately $1.8 million of favorable imp#wcim foreign currency translation. These increagere partially offset by a 2% decline in
global average selling price. Net sales of othediodogy products increased 7% in 2005 due to a Irirease in unit sales that was offset by a
4% decline in global average selling price.

Cardiology net sales increased 31% during 2004 emetpto 2003. 2004 Cardiology net sales were fadlplienpacted by growth in unit

volume of approximately 26%, $11.8 million of fambte impact from foreign currency translation amctémental revenue of $12.9 million
resulting from the Getz acquisitions. These inazsagere offset by a 3% decrease in global avemegsprice, in part due to a larger portion
of our sales mix coming from lower-priced marketsside of the United States. Net sales of vasaltesure devices increased 32% during
2004 due to a 31% increase in Angio-Seal™ unitssatel approximately $7.8 million of favorable imp&om foreign currency translation.
These increases were partially offset by low sirditgt percentage declines in global average sgltirice due to a larger portion of our sales
mix coming from lower-priced markets outside of theited States. Net sales of other cardiology pet&lincreased 29% in 2004 due to a 12%
increase in unit volume, $4.0 million of favoraigpact from foreign currency translation and $1@iflion of sales of non-St. Jude Medical
manufactured products distributed by Getz Japaasé&lncreases were offset by low single-digit dedliin global average selling price.

Atrial Fibrillation

2005 vs. 200 2004 vs. 200
(dollars in thousands 2005 2004 2003 % Change % Change
Atrial fibrillation products $ 253,81 $ 156,84( $ 124,83¢ 61.6% 25.6%

Atrial Fibrillation net sales increased 62% durR@D5 compared to 2004. Unit volume of existing maid increased as well as sales of
products related to recent acquisitions. AF nedssadcreased 26% in 2004 compared to 2003 dud5&wincrease in unit volume and
approximately $5.4 million of favorable impact frdoreign currency translation in addition to a $milion favorable impact from the Getz
acquisitions



RESULTS OF OPERATIONS

Net Sales
2005 vs. 200 2004 vs. 200
(dollars in thousands 2005 2004 2003 % Change % Change
Net sale! $ 2,915,28 $ 2,294,17. $ 1,932,51. 27.1% 18.7%

Overall, net sales increased 27% in 2005 versud.Z0WD5 net sales were favorably impacted by grémtimit volume of approximately 28%
and incremental revenue of approximately $25 nmilliesulting from the ANS acquisition. Foreign cmey translation had a favorable impact
on net sales in 2005 as compared with 2004 of ajppedely $18.4 million due primarily to the strehghing of the Euro and the Japanese Yen
against the U.S. dollar. Overall, global averagkngeprice declines negatively impacted net s&e®005 by approximately 2% compared with
2004.

Overall, net sales increased 19% in 2004 versu3.200D4 net sales were favorably impacted by grémtimit volume of approximately 17%
and incremental revenue of $42.3 million resulfirggn the Getz acquisitions. The additional revefiam Getz was generated from the sale of
non-St. Jude Medical manufactured products solGétz and the incremental revenue on the sale duBie Medical manufactured products.
Prior to April 1, 2003, we recognized revenue fritva sale of our products to Getz as our distribuoreign currency translation had a
favorable impact on net sales in 2004 as compaitd2003 of approximately $73.0 million due pringito the strengthening of the Euro and
the Yen against the U.S. dollar. Overall, globarage selling price declines negatively impactedsakes in 2004 by approximately 5%
compared with 2003, due to a larger portion ofgales mix coming from lower-priced markets outsifithe United States.

Net sales by geographic markets based on locafitrecustomer were as follows (in thousan

2005 2004 2003
United State $ 1,709,911 $ 1,264,75 $ 1,129,05!
Internationa
Europe 683,01 577,05¢ 465,36
Japal 286,66( 267,72: 207,43:
Othel 235,69¢ 184,63t 130,65¢
1,205,36! 1,029,41 803,45¢
$ 2,915,28 $ 2,294,17. $ 1,932,51

Foreign currency translation relating to our intgional operations can have a significant impacbwnoperating results from year to year. As
discussed above, foreign currency translation haet davorable impact on 2005 net sales of apprateiy $18.4 million as compared to 2004
net sales. Additionally, foreign currency tranglathad a net favorable impact on 2004 net salepfoximately $73.0 million as compared to
2003 net sales. These favorable impacts were doaply to the strengthening of the Euro and thealeese Yen against the U.S. dollar.
However, these impacts to net sales are not inde&af the net earnings impact of foreign curretrapslation for 2005, 2004 and 2003 due to
partially offsetting unfavorable foreign currenegrislation impacts on cost of sales and operatipgreses.

Gross Profit

(dollars in thousands 2005 2004 2003
Gross profil $ 2,118,51! $ 1,615,12: $ 1,329,42
Percentage of net sal 72.1% 70.8% 68.£%

Gross profit for 2005 totaled $2,118.5 million,%#.7% of net sales, as compared with $1,615.1anijllor 70.4% of net sales, for 2004. Gross
profit percentage comparisons to last year werdipely impacted by a $12.1 million special chargeorded in the third quarter of 2004 for
the write-off of inventory and return of productsidh by customers related to the discontinuance@Bymmetry™ device product line (see
further details undeBpecial Chargey This special charge negatively impacted grosfitguercentage by 0.5 percentage points for 2004.
remaining 1.8 percentage point increase in our 20065s profit percentage relates to increased séleigher margin ICDs, lower cost of sa



in Japan from selling through, in 2004, the inveypiacquired in the Getz acquisition, increased nfeturing efficiencies and favorable imp:
from foreign currencies. These favorable items vpengially offset by an increase in inventory ressrrelated to expiring inventory and an
increase in warranty reserves. We estimate thatieecord approximately $6 million to $7 millioof stock-based compensation expense as
cost of sales in 2006. Including stock-based corsgiéon, we anticipate that our gross profit peragatwill increase to a range of 73.0% to
74.0% for 2006 due to the increased sales of higtaegin ICD systems and continual efficiency immgments in our manufacturing processes.

Gross profit for 2004 totaled $1,615.1 million, 4% of net sales, as compared with $1,329.4anijllor 68.8% of net sales, for 2003. The
increase in our gross profit percentage during 2004Aarily related to lower CRM cost of sales ipda of approximately 0.7 percentage po
as a result of selling through the CRM inventoryhamd at the time of the Getz acquisition, redunaterial costs and increased labor
efficiencies due to continued improvements in oRMCmanufacturing processes, and increased salgigloér margin ICD systems related
primarily to the launch of CRT products in the ditStates. These increases were partially offset$2.1 million special charge recorded in
the third quarter of 2004 for the write-off of imtery and return of products held by customergedi#o the discontinuance of the Symmetry™
device product line.

On April 1, 2003, we valued the Getz Japan-ownedniory of pacemaker systems and heart valvesratdie in accordance with acquisition
accounting rules. This fair value was establishetha price at which we had sold the inventory &zGAs these inventory items were sold
subsequent to April 1, 2003, our gross profit petage was reduced since the gross profit recogiiyedetz Japan was less than our historical
gross profit related to the sale of these itenSétz Japan as our distributor.

Selling, General and Administrative (SG& A) Expense

(dollars in thousands 2005 2004 2003
Selling, general and

administrative $ 968,88¢ $ 759,32( $ 632,39
Percentage of net sal 33.2% 33.1% 32.%

SG&A expense for 2005 totaled $968.9 million, or288 of net sales, as compared with $759.3 millar33.1% of net sales, for 2004.
Approximately 0.3% of the percentage point impacsG&A expense as a percent of net sales rela@$1®.0 million contribution to the St.
Jude Medical Foundation (the Foundation) in thedthuarter of 2005. Excluding the Foundation cdmittion, the decrease in SG&A as a
percentage of net sales is due to spreading ceghatively fixed elements of our selling and adistirative costs over a revenue base that grew
27% in 2005. We estimate that we will record apprately $49 million to $51 million of stock-basedrapensation costs as SG&A expense in
2006. Including stock-based compensation, we gratieithat SG&A expense as a percentage of netwdleange from 34% to 35% in 2006.

SG&A expense for 2004 totaled $759.3 million, or138 of net sales, as compared with $632.4 mill@r32.7% of net sales, for 2003. This
increase in SG&A as a percentage of net salesrigapity due to the full-year impact of the additiohthe Getz direct sales organization
beginning April 1, 2003, which included approxinigté00 sales, sales support and marketing persolhmatidition, we incurred increased
selling and marketing expenses in 2004 in conjoncivith our entry into the CRT segments of the p&emaker and ICD markets in 2004
primarily related to headcount additions to suppioetincreased sales activity. These headcourgases in our worldwide selling organizati
were offset, in part, by the effects of spreadiagain relatively fixed elements of our selling adinistrative costs over a revenue base that
grew 19% in 2004.

Research and Development (R& D) Expense

(dollars in thousands 2005 2004 2003
Research and developm $ 369,22 $ 281,93 $ 241,08
Percentage of net sal 12.7% 12.5% 12.5%

R&D expenses in 2005 totaled $369.2 million, or722.0f net sales, compared with $281.9 million, 213% of net sales, for 2004. The
increase in R&D expense was due primarily to oareased spending on the development of new produactselated clinical trials, including
our CRT devices, tissue valves and other prododieat emerging indications including atrial fllzdion. We will continue to invest in prodt
development activities in 2006. We estimate thatwiterecord approximately $18 million to $19 mdh of stock-based compensation costs as
R&D expense in 2006. Including stoblased compensation, we anticipate that R&D expassepercentage of net sales will range from 1:
14% in 2006.

R&D expenses in 2004 totaled $281.9 million, or322.0f net sales, compared with $241.1 million, &155% of net sales, for 2003. T



increase in the total 2004 R&D expense over 2066lted from our continuing focus on spending towate development of new products
related clinical trials, including our CRT devicasd other products to treat emerging indicatiorialing atrial fibrillation.

Purchased I n-Process Research and Development (1 PR& D) Charges

(dollars in thousands 2005 2004 2003

Purchased -process researt
and developme $ 179,17: $ 9,10( $ —

We are responsible for the valuation of purchasegrocess research and development. The fair \zsigned to IPR&D was estimated by
discounting each project to its present value uiegafter-tax cash flows expected to result fromgroject once it has reached technological
feasibility. We discount the after-tax cash flovesng an appropriate risk-adjusted rate of returtN$A- 17%, Velocimed — 22%, ESI — 16%,
IBI — 16%) that takes into account the uncertasugrounding the successful development of the ptejirough obtaining regulatory approval
to market the underlying products in an applicagj@egraphic region. In estimating future cash flows,also considered other tangible and
intangible assets required for successful developmiethe resulting technology from the IPR&D prtfeand adjusted future cash flows for a
charge reflecting the contribution of these otlamgible and intangible assets to the value of BR&ID projects.
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At the time of acquisition, we expect all acquitBiR&D will reach technological feasibility, but tleecan be no assurance that the commercial
viability of these projects will actually be aché: The nature of the efforts to develop the aeguiechnologies into commercially viable
products consists principally of planning, designamd conducting clinical trials necessary to abtagulatory approvals. The risks associated
with achieving commercialization include, but acg limited to, delay or failure to obtain regulat@pprovals to conduct clinical trials, failure
of clinical trials, delay or failure to obtain réced market clearances, and patent litigationothmercial viability were not achieved, we would
not realize the original estimated financial betsefixpected for these projects. We fund all castotplete IPR&D projects with internally
generated cash flows.

Fiscal Year 200!

Savacor, Inc: In December 2005, we acquired privately-helda8ar to complement our development efforts in tigdlure diagnostic and
therapy guidance products. At the date of acqaisitb45.7 million of the purchase price was expdrasel PR&D related to projects that had
not yet reached technological feasibility and haduture alternative use. The IPR&D acquired reddtein-process projects for a device in
clinical trials both in the United States and intgionally that measures left atrial pressure amtiytiemperature. We expect to incur
approximately $21 million to bring the device tawmercial viability on a worldwide basis within fiyears. Because Savacor was a
development-stage company, the excess of the meqitéce over the fair value of the net assetsiestjis allocated on a pro-rata basis to the
net assets acquired. Accordingly, the majorityhef ¢xcess purchase price was allocated to IPR&Dptimcipal asset acquired.

Advanced Neuromodulation Systems, : In November 2005, we acquired ANS to expandimiantable microelectronics technology
programs and provide us immediate access to themadulation segment of the medical device indugitythe date of acquisition, $107.4
million of the purchase price was expensed as IPR&lBted to projects that had not yet reached tdolgical feasibility and had no future
alternative use. The majority of the IPR&D acquiretates to in-process projects for next-generadiion™ and Genesis® rechargeable IPG
devices as well as next-generation leads thatetedilectrical impulses to targeted nerves thatausing pain.

A summary of the fair values assigned to each acgss project at the acquisition date and the astintiotal cost to complete each project as
of December 31, 2005, is presented below (in mmigijo

Assigned Estimated Total

Development Projects Fair Value Cost to Complete
Eon™ $ 67.2 $ 5.9
Genesis™ 15.: 2.7
Leads 23.7 0.4
Other 1.2 1.C
$ 107.¢ $ 10.C

In 2005, we incurred $0.5 million in costs relatedhese projects. We expect to incur an additi&3ah million in 2006, $4.6 million in 2007
and $1.9 million in 2008 to bring these technolsg® commercial viability



Velocimed, LLC In April 2005, we acquired Velocimed to furth@rhance our portfolio of products in the interi@mal cardiology market.
At the date of acquisition, $13.7 million of therpliase price was expensed as IPR&D related togisofer the Proxis™ embolic protection
device that had not yet reached technological liddgiin the U.S. and other geographies and hafuture alternative use. The device is use
help minimize the risk of heart attack or strokpléque or other debris is dislodged into the blstsdam during interventional cardiology
procedures. In 2005 we incurred $3.4 million intsaglated to these projects. We expect to incuadafitional $3.6 million in 2006 and $1.5
million in 2007 to bring this technology to commiatosiability.

Endocardial Solutions, In¢ In January 2005, we acquired ESI to further eshayur portfolio of products used to treat heaythim disorders.
At the date of acquisition, $12.4 million of therpliase price was expensed as IPR&D related torayspgrades that had not yet reached
technological feasibility and had no future altéiveause. These major system upgrades are paredEnsite® system which is used for the
navigation and localization of diagnostic and tiperetic catheters used in atrial fibrillation abdatiand other EP catheterization procedures. In
2005 we incurred $0.7 million in costs relatedhese projects and in the third quarter of 2005aereeved commercial viability and launched
Ensite® system version 5.1 and the Ensite® Verismsgffmentation tool.
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Fiscal Year 200«

Irvine Biomedical, Inc. In October 2004, we acquired IBI to further emte&our portfolio of products used to treat helaytirm disorders. At
the date of acquisition, $9.1 million of the pursbgrice was expensed for IPR&D related to projentan ablation system and therapeutic
catheters that had not yet reached technologieaitidity and had no future alternative use. Théomiiy of the IPR&D relates to devices that
are part of an ablation system in which cathetegscannected to a generator which delivers radiquency or ultrasound energy through the
catheter to create lesions through ablation ofiaartissue. In 2005 and 2004, we incurred $0.5ioniland $0.2 million, respectively, in costs
related to these projects and in the fourth quaft@005, we achieved commercial viability and reed FDA approval to market the Cardiac
Ablation Generator and Therapy™ EP catheters, edlipgrour therapeutic EP portfolio. The remaininR&D relates to a cool path ablation
catheter that allows for the infusion of salinetwl the catheter tip electrode. In 2005 and 28@tincurred $1.4 million and $0.1 million,
respectively, in costs related to this device. \geet to incur an additional $1.5 million in 20@6kiring this technology to commercial
viability.

Special Charges (Credits)

(dollars in thousands 2005 2004 2003
Cost of sales special charg $ — $ 12,07: $ —
Special charges (credi (12,500 28,81( —

$ (11,500 $  40,88: $ —

Fiscal Year 200!

Symmetry™ Bypass System Aortic Connector Litigatidburing the third quarter of 2005, over 90% o tases and claims asserted invol
the Symmetry™ device were resolved. As a resultraversed $14.8 million of the ptax $21.0 million special charge that was recotlidetie
third quarter of 2004 to accrue for legal feesanmection with claims involving the Symmetry™ deai@dditionally, we recorded a pre-tax
charge of $3.3 million in the third quarter of 20@5accrue for settlement costs negotiated in thesalved cases. These adjustments result
a net pre-tax benefit of $11.5 million that we nefml in the third quarter of 2005 related to Symmgi#t device product liability litigation. See
Note 5 of the Consolidated Financial Statements$uidher details on the outstanding litigation aghius relating to the Symmetry™ devi

Fiscal Year 200«

Symmetry™ Bypass System Aortic Connector Produaet Riscontinuance On September 23, 2004, we committed to a matigcontinue
developing, manufacturing, marketing and sellirgg Bymmetry™ device. The decision to discontinuesttgping, manufacturing, marketing
and selling the Symmetry™ device was primarily loase operating losses incurred related to the prooer the previous three years and the
prospect of ongoing operating losses, resultinpfeodecrease in the number of coronary artery Isygeeft surgery cases and an apparent
slowdown in the adoption of off-pump proceduresvidiich the Symmetry™ device was developed.

In conjunction with the plan, we recorded a predharge in the third quarter of 2004 of $14.4 ol The charge was comprised of $4.4
million of inventory write-offs, $4.1 million of fied asset write-offs, $3.6 million of sales rety$.3 million of contract termination and other
costs, primarily related to a leased facility addO$million in workforce reduction costs. Theseidties and all payments required in
connection with the charge have been comple



Symmetry™ Bypass System Aortic Connector LitigatioWe have been sued in various jurisdictions bynthnts who allege that our
Symmetry™ device caused bodily injury or might @bsdily injury. During the third quarter of 20@Ae number of lawsuits involving the
Symmetry™ device increased and the number of pserasserting claims outside of litigation increaasdvell. We determined that it was
probable future legal fees to defend the casesdumeiincurred and that the amount of such feesrggsonably estimable. As a result, we
recorded a pre-tax charge of $21.0 million in thiect quarter of 2004 to accrue for legal fees inrection with claims involving the
Symmetry™ device.

Edwards LifeSciences Corporatic In December 2004, we settled a patent infringgrtavsuit with Edwards LifeSciences Corporation an
recorded a pre-tax charge of $5.5 million.
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Other Income (Expense)

(dollars in thousands 2005 2004 2003
Interest incom $ 19,52: $ 10,09: $ 7,031
Interest expens (10,029 (4,810 (3,74¢)
Equity method losse — (2,097 (3,530
Other (821) (1,95%) (599
Other income (expens $ 8,674 $ 1,23¢ $ (83¢)

The increase in other income (expense) during 280& mpared with 2004 was due primarily to higbeels of interest income as a result of
higher average invested cash balances and thenation of equity method losses related to Epicdt ass acquired during 2004. These
increases were offset in part by an increase erést expense as a result of higher amounts ofworgs and higher interest rates. Specifically,
we issued convertible debt and commercial pap@rrtd a portion of our acquisition of ANS in Novemia905.

The increase in other income (expense) during 280ebmpared with 2003 was due primarily to higheels of interest income as a result of
higher average invested cash balances and a dedreaguity method losses related to Epicor asg acquired during 2004. These increases
were offset in part by interest expense as a re$tligher levels of borrowings and higher intemagés and the recording of equity method
losses related to the IBI investment.

Income Taxes
(as a percent of pretax incon 2005 2004 2003
Effective tax rate 36.7% 23.71% 26.(%

The effective tax rate for 2005 was negatively iotpd by 11.0 percentage points from $179.2 milébnon-deductible IPR&D charges
recorded during 2005. Additionally, $26.0 milliohincome tax expense associated with the repatriaif $500 million of cash from outside
the United States negatively impacted the 20058 tax rate by 4.2 percentage points. See Natetlie Consolidated Financial Statements
for discussion of the American Jobs Creation Ac2@®4. We also recorded a reversal of $13.7 milibpreviously recorded tax expense due
to the finalization of certain tax examinationssuking in a 2.2 percentage point benefit to the326ffective tax rate. We anticipate our 2006
effective tax rate will be approximately 27.0% %%, however, significant non-deductible expersseh as IPR&D charges can have a
significant impact on the actual 2006 effective tate.

The 2004 effective tax rate benefited 2.6 percenfagnts as we recorded a reversal of $14.0 mithiopreviously recorded tax expense due to
the finalization of certain tax examinations.

Net Earnings

2005 vs. 200 2004 vs. 200
(dollars in thousands 2005 2004 2003 % Change % Change

Net earning $ 393,49( $ 409,93 $ 336,77 -4.C% 21.71%




Net earnings were $393.5 million in 2005, a 4% dase over 2004, and diluted net earnings per stenee$1.04 in 2005, a 5% decrease «
2004. Our 2005 net earnings includes $179.2 mikiblPR&D charges, an aftéax $7.2 million special credit relating to a resarof a portior

of the Symmetry™ device product liability litigaticspecial charge recorded in 2004, net of settlérmests, an after-tax $6.2 million
contribution to the Foundation, $13.7 million oEame tax expense reversals and $26.0 million afriretax expense relating to repatriation of
foreign earnings. In total, these after-tax chamyes credits amounted to $190.5 million, or $0.60diluted share.

Net earnings were $409.9 million in 2004, a 22%éase over 2003, and diluted net earnings per stene$1.10 in 2004, a 21% increase (
2003. Our 2004 net earnings included $25.3 milbbaftertax special charges, $9.1 million of IPR&D chargesd $14.0 million of income te
expense reversals. In total, these after-tax clsaagd credits amounted to $20.4 million, or $0.86@luted share.
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NEW ACCOUNTING PRONOUNCEMENTS

In December 2004, the Financial Accounting Stansl&uolard (FASB) issued SFAS No. 123(Bhare-Based Paymef8FAS No. 123(R)),
which is a revision of SFAS No. 12B8¢ccounting for Stock-Based CompensafieRAS No. 123). SFAS No. 123(R) supersedes Accognti
Principles Board (APB) Opinion No. 2B¢ccounting for Stock Issued to Employ@eBB Opinion No. 25). Generally, the approach ilAS-
No. 123(R) is similar to the approach describe8HAS No. 123. However, SFAS No. 123(R) requirespamsation cost to be recognized
share-based payments to employees based on theirdgate fair values. Pro forma disclosure willoroger be an alternative.

SFAS No. 123(R) is effective for fiscal years beugiy after December 15, 2005 and we are requirediépt SFAS No. 123(R) effective
January 1, 2006. SFAS No. 123(R) permits public gamies to adopt its requirements using one of twthods. We plan to adopt SFAS No.
123(R) using the “modified-prospective method” ihigh compensation cost is recognized for new griastsed after the date of adoption and
for all unvested awards outstanding at the dateloption. Expense for the new grants will be deileechbased upon their grant date fair
values. Expense for outstanding unvested awarokssisd on the valuation determined in the pro fadiselosure under SFAS No. 123.

As permitted by SFAS No. 123, we have accountedliarebased payments to employees using the intrinsicevialethod under APB Opinit
No. 25 and, as such, had not recognized any corapensost for employee stock options and stocklpases under our employee st
purchase savings plan. Accordingly, adoption of SB¥0. 123(R) will have a significant impact on @onsolidated financial statements as
SFAS No. 123(R) requires compensation cost to begrzed for share-based payments to employeehalkeused the Black-Scholes
standard option pricing model for pro forma discies under SFAS No. 123 and will continue to ugeBlack-Scholes model to measure the
fair value of share-based payments upon adopti@F&fS No. 123(R).

SFAS No. 123(R) also amends SFAS No.St&tement of Cash Flow$y requiring that the benefits associated withtdx deductions in
excess of recognized stock-based compensation sgenreported as a financing cash flow, rather #saan operating cash flow as currently
reported. This requirement will reduce operatinghciows and increase financing cash flows in giiafter the SFAS No. 123 (R) adoption
date of January 1, 2006. These future amounts tdenestimated because they depend on, amongththgs, when employees exercise stock
options.

SeeStock-Based CompensationNote 1 to our Consolidated Financial Statemémténformation on the pro forma effect on net eags and
net earnings per share in 2005, 2004 and 2003ves lifad applied the fair value recognition provisiof SFAS No. 123. We estimate that we
will record approximately $73 million to $77 milloof pre-tax stock-based compensation expense(f. Zpproximately $9 million to $10
million of the estimated 2006 pre-tax stock compdios expense relates to unvested stock optionsestdcted stock that we assumed in
connection with the acquisition of ANS in NovemBRé&05.

In December 2004, the FASB issued two FASB staéitpms (FSP): FSP No. 109-Application of FASB Statement No. 109, Accounting f
Income Taxes, for the Tax Deduction Provided ta-Based Manufacturers by the American Jobs Creahicinof 2004FSP No. 109-1); and
FSP No. 109-2Accounting and Disclosure Guidance for the Forelignings Repatriation Provision within the Americimbs Creation Act «
2004(FSP No. 109-2). FSP No. 10%larified that the tax deduction for domestic mfacturers under the American Jobs Creation AQO%4
(the Act) should be accounted for as a special dégtuin accordance with SFAS No. 109. FSP No. 2@@evided enterprises more time
(beyond the financial-reporting period during whible Act took effect) to evaluate the Act’'s impantan enterprise’s plan for reinvestment or
repatriation of certain foreign earnings for pugm®sf applying SFAS No. 109. In 2005 we repatrig®d0 million of cumulative foreign
earnings invested outside the United States umdeprovisions of the Act. The additional income ¢apense associated with this repatriation
was $26.0 million.

FINANCIAL CONDITION
Liquidity

Our liquidity and cash flows remained strong dur@®5. Cash provided by operating activities wak653 million for 2005, up $112.0 million
from 2004. Accounts receivable increased in 200hasesult of higher sales volumes and the tinsihgales, however, our day sales
outstanding improved to 91 days at December 315 2@0n 94 days at December 31, 2004. Inventoryeiased as a result of maintain



higher finished goods inventory levels to suppant lsigher sales volumes, however, our inventorpressed as the number of days of cost of
sales on hand, improved to 159 days at the en6@5 om 176 days at the end of 2004. Our casmbataat the beginning of the year along
with cash flow generated from operations in 2005 wsed to fund the acquisitions of ESI, Velocimed Savacor as well as a significant
portion of the ANS acquisition.
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Cash provided by operating activities was $604 [anifor 2004, up $130.0 million from 2003. Accadsreceivable increased in 2004 as the
result of higher sales volumes, timing of sales amigher portion of sales mix coming from intefoaal customers who traditionally have
longer payment cycles. Inventory increased in 2894 result of maintaining higher finished goodeirtory levels to support our higher sales
volumes.

We expect to use our future cash flows to fundrirdedevelopment opportunities, reduce our debtfand acquisition opportunities. In
January 2006, we repaid all of the $216.0 millibe@mmercial paper borrowings outstanding at Deaam34, 2005 and made an additional
$12.5 million investment in ProRhythm.

At December 31, 2005, a portion of our cash antl eggiivalents were held by our nbhS. subsidiaries. These funds are only availadriei$e
by our U.S. operations if they are repatriated theoUnited States. On October 22, 2004, the Araariobs Creation Act of 2004 (the Act) v
signed into law by the President of the United &taThe Act allows U.S. corporations a one-timeudédn of 85% of certain “cash dividends”
received from controlled foreign corporations. Aating to the provisions of the Act, the Companyiscaint of eligible dividends was limited
to $500 million. Based on these requirements, B620ve repatriated $500 million of the earning$ooéign subsidiaries in accordance with the
Act.

Capital Resources

In December 2005, we issued $660.0 million aggeegencipal amount of 2.80% Convertible Senior D@bees (Convertible Debentures) that
mature on December 15, 2035. Interest paymentegtéred on a semi-annual basis. Contingent intésgsayable in certain circumstances
after December 15, 2006. We have the right to nrede@me or all of the Convertible Debentures fohcatsany time on or after December 15,
2006. We also may be required to repurchase sorak afrthe Convertible Debentures for cash onoasidates starting December 15, 2006
and upon the occurrence of certain events. The €tible Debentures are convertible under certaituoistances for cash and shares of our
common stock, if any, at a conversion rate of 18%€hares (or an initial conversion price of apprately $64.51 per share of common stc
Upon conversion, we would be required to satisfyaip00% of the principal amount of the ConvertiDiebentures solely in cash, with any
amounts above the principal amount to be satisfiethares of our common stock. See Note 4 to thes@mlated Financial Statements for
further details on the features of these Convertibdbentures.

In May 2003, we issued 7-year, 1.02% unsecuredsriotaling 20.9 billion Yen, or $176.9 and $200.@ion at December 31, 2005 and 2004,
respectively. Interest payments are required cem@-annual basis and the entire principal balari¢ken1.02% unsecured notes is due in May
2010.

Our commercial paper program provides for the issaaf short-term, unsecured commercial paper méturities up to 270 days. There was
$216.0 million and $33.9 million of outstanding amercial paper borrowings at December 31, 2005 &0d 2respectively. The weighted
average effective interest rate at December 315 20@ 2004 was 4.2% and 2.3%, respectively. Anyréutommercial paper borrowings we
make would bear interest at varying market rates.

On December 31, 2005, we had up to $750.0 millicavailable borrowings under our committed crediilities in the United States.
Borrowings under these credit facilities bear iegtrat variable rates tied to the London InterBaffiered Rate (LIBOR) and can be used for
general corporate purposes or to support our coaialgraper program. Internationally, we had upgpraximately $8.3 million of available
borrowings under our committed credit facilitieeeSurther discussion of our credit facilities intd 4 of the Consolidated Financial
Statements. There were no outstanding borrowingsmaour credit facilities at December 31, 2005 @042

Our 7-year, 1.02% notes, short-term bank credéeagent and revolving credit facilities contain vag operating and financial covenants.
Specifically, we must have a ratio of total debtdtal capitalization not exceeding 55%, have &iage ratio (defined as the ratio of total debt
to EBIT (net earnings before interest and incormegaor total debt to EBITDA (net earnings beforeiest, income taxes, depreciation and
amortization)) not exceeding 3.0 to 1.0, and aergdt coverage ratio (defined as the ratio of EBlihterest expense or the ratio of EBITDA
interest expense) not less than 3.0 to 1.0 ora315Q, as applicable. We also have limitations dditeonal liens or indebtedness and limitations
on certain acquisitions, investments and disposstiof assets. However, these agreements do natlaglrovisions for the termination of the
agreements or acceleration of repayment due togesain our debt ratings. We were in compliance witlof our debt covenants at December
31, 2005 and December 31, 2004.
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We believe that our existing cash balances, availatrrowings under our worldwide committed crddadilities and future cash generated fr
operations will be sufficient to meet our workingpital and capital investment needs over the nestive months and in the foreseeable future
thereafter. Should suitable investment opportusnitiese, we believe that our earnings, cash flavdstelance sheet position will permit us to
obtain additional debt financing or equity capithhecessary.

Share Repurchases

On October 11, 2004, the Board of Directors autteatia share repurchase program of up to $300 mitfi@ur outstanding common stock.
share repurchases can be made through transaictitresopen market and/or privately negotiateddaations, including the use of options,
futures, swaps and accelerated share repurchasaasnThis authorization expires on Decembe2BD6. We did not repurchase any of our
common stock during 2005 or 2004.

On July 22, 2003, the Board of Directors authoriaeshare repurchase program of up to $500 millfayuo outstanding common stock. In
August 2003, we repurchased approximately 18.5anikhares, or about five percent of our outstagn@mmmon stock for $520 million,
including related costs (see Note 6 to Consolid&iedncial Statements).

Dividends

We did not declare or pay any cash dividends dw2id@pb, 2004 or 2003. We currently intend to retain earnings for use in the operation and
expansion of our business and therefore do natipate paying any cash dividends in the foresedablee.

Off-Balance Sheet Arrangements and Contractual Obligations

We believe that our off-balance sheet arrangendmtsot have a material impact on our consolidatediegs, financial position or cash flows.
Our off-balance sheet arrangements principally isbio$ operating leases for various facilities @aghipment, purchase commitments and
contingent acquisition commitments.

In the normal course of business, we periodicaitgeinto agreements that require us to indemnitamers or suppliers for specific risks,
such as claims for injury or property damage agigint of our products or the negligence of our pengl or claims alleging that our products
infringe third-party patents or other intellectpabperty. Our maximum exposure under these indecatibn provisions cannot be estimated,
and we have not accrued any liabilities within coansolidated financial statements or included adginnification provisions in our
commitments table. Historically, we have not expecied significant losses on these types of indecatidns.

In December 2005, we issued Convertible Debentinagsare convertible into cash and shares of ommeon stock, if any, upon the occurre
of certain events or if the trading price of ounsnon stock reaches a certain amount (see Notéhé tGonsolidated Financial Statements for
further details on the conversion provisions of @@vertible Debentures). The convertible featafehe Convertible Debentures are
considered to be an equity-linked derivative whghot required to be reflected in our balance sh&gecause of certain features of the
Convertible Debentures, such as being able tatlwalConvertible Debentures for redemption in Decen®®06, we do not believe that the
equity-linked derivative currently exposes us toaerial amount of off-balance sheet risk.

In connection with certain acquisitions, we maye&gto provide additional consideration paymentatpe achievement of certain product
development milestones, which may include but atdimited to: successful clinical trials and cémtproduct regulatory approvals. We may
also provide for additional consideration paymeatse made upon the achievement of certain levidistare product sales. Although the
timing and/or amount of these additional considengpayments is not certain, we have included ittontingent consideration payments in
the below table based upon our best estimatesBee#gmber 31, 2005.
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Presented below is a summary of our contractuéatibns and other commitments as of December 325 Zin thousands):

Payments Due by Perioc

More than
Less than 1-3 4-5
Total 1 Year Years Years 5 Years

Contractual obligations related to
off-balance sheet arrangemen
Operating lease $ 89,28¢ $ 24,52 $ 31,74 $ 20,15t $ 12,87:



Purchase commitments 244 ,54¢ 222,63 21,84 67 —
Contingent consideration
payments (b 269,33. 51,86¢ 50,34¢ 147,11! 20,00(

Total $ 603,16¢ $ 299,02¢ $ 103,93: $ 167,33! $ 32,87

Contractual obligations reflecte
in the balance shee
Lonc-term debt, including
current portion (c 1,079,41! 896,28« 3,64z 179,49: —

Total $1,682,58 $1,195,31 $ 107,57: $ 346,82 $ 3287

(& These amounts include commitments for inventorglpases and capital expenditures that do not exmeeprojected
requirements and are in the normal course of basiriEhe purchase commitment amounts do not refrrseantire anticipated
purchases and capital expenditures in the futurieobly those for which we are contractually oblegh

(b)  These amounts include contingent commitments taieegarious businesses involved in the distributié our products,
commitments to fund minority investments and ott@rtingent acquisition consideration payments. Whils not certain if
and/or when these payments will be made, we haledad the payments in the table based on ourdséistates of the dates
when the milestones and/or contingencies may be

(©) These amounts also include interest payments 0.8 %86 Convertible Debentures the 1.02% -denominated notes. See N
4 to the Consolidated Financial Statements fortamdil information on our lor-term debt obligation:

MARKET RISK

We are exposed to foreign currency exchange rattuthtions due to transactions denominated prignariEuros, Japanese Yen, Canadian
Dollars, Brazilian Reals, British Pounds, and Swhd{ronor. Although we elected not to enter intg hadging contracts during 2005, 2004 or
2003, historically we have periodically hedged aipa of our foreign currency exchange rate risiottgh the use of forward exchange or
option contracts. The gains or losses on thesegaistare intended to offset changes in the fdirevaf the anticipated foreign currency
transactions. We do not enter into contracts fditrg or speculative purposes. We continue to evalour foreign currency exchange rate risk
and the different mechanisms for use in managiny sisk. We had no forward exchange or option @u$ outstanding at December 31, 2005
or 2004. A hypothetical 10% change in the valuthefU.S. dollar in relation to our most significdoteign currency exposures would have

an impact of approximately $108.8 million on ouf8Met sales. This amount is not indicative oftiigpothetical net earnings impact due to
partially offsetting impacts on cost of sales apérating expenses.

With our acquisition of Getz Japan during 2003 sigmificantly increased our exposure to foreigrrency exchange rate fluctuations due to
transactions denominated in Japanese Yen. We électeaturally hedge a portion of our Yen-denonedatet asset exposure by issuing 1.02%
Yen-denominated 7-year notes, the proceeds of whéke used to repay the short-term bank debt teaised to fund a portion of the Getz
Japan purchase price. Excess cash flows from otzr 3a@an operations will be used to fund princgral interest payments on the Yen-
denominated borrowings. We have not entered inyoYam-denominated hedging contracts to mitigateranyaining foreign currency

exchange rate risk. We are also exposed to faireviask on our 1.02% Yen-denominated fixed-ratesof hypothetical 10% change in

interest rates would have an impact of approxirpe#6l8 million on the fair value of these notesjahhis not material to our consolidated
earnings or financial position.

In the United States, we issue short-term, unselccwenmercial paper that bears interest at varyiagket rates. We also have two committed
credit facilities that have variable interest raied to the London InterBank Offered Rate (LIBOR)r variable interest rate borrowings had a
notional value of $216.0 million at December 31020A hypothetical 10% change in interest ratesagsg the current level of borrowings
would have had an impact of approximately $0.9iamllon our 2005 interest expense, which is not rmat® our consolidated earnings.
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We are also exposed to equity market risk on ouketable equity security investments. We hold éemaarketable equity securities of
emerging technology companies. Our investmentséae companies had a fair value of $51.1 millicsh $84.4 million at December 31, 2005
and 2004, respectively, which are subject to thaetging price risk of the public equity markets.

COMPETITION AND OTHER CONSIDERATIONS

We expect that market demand, government regulatigihreimbursement policies, and societal pressuitesontinue to change the worldwi
healthcare industry resulting in further businemssolidations and alliances. We patrticipate witthustry groups to promote the use of adva
medical device technology in a c-conscious environmer



The global medical technology industry is highlyrquetitive and is characterized by rapid productdigwment and technological change. Our
products must continually improve technologicalhdarovide improved clinical outcomes due to thepetitive nature of the industry. In
addition, competitors have historically employeiétion to gain a competitive advantage.

The pacemaker and ICD markets are highly competitRapid technological change in these marketsgeaed to continue, requiring us to
invest heavily in R&D and to effectively market qunoducts.

The cardiac surgery markets, which include meclzhhieart valves, tissue heart valves and valveirgpaducts, are also highly competitive.
Cardiac surgery therapies have shifted to tissivesand repair products from mechanical heartesglvesulting in an overall market share
for us. Competition is anticipated to continue tacpg pressure on pricing and terms, including rediteward vendor-owned (consignment)
inventory at the hospitals. Also, healthcare refigraxpected to result in further hospital consatiimhs over time with related pressure on
pricing and terms.

The neuromodulation market is one of medical tetdmyds fastest growing segments. Competitive pressswill increase in the future as our
two principal competitors attempt to secure andwgtteeir positions in the neuromodulation marketh@tcompanies are attempting and will
attempt in the future to bring new products or éipées into this market. Barriers to entry for newnpetitors are high, due to a long and
expensive product development and regulatory agpmocess and the intellectual property and paiesitions existing in the market.
However, other larger medical device companies beagble to enter the neuromodulation market byrégiag their capabilities into the
neuromodulation field, thereby decreasing the @meé resources required to enter the market

The cardiology therapy area is also growing andriuaserous competitors. Over 75% of our sales mahéa are comprised of vascular closure
devices. The market for vascular closure devicéggisly competitive, and there are several comparireaddition to St. Jude Medical, that
manufacture and market these products worldwidelitAxhally, we anticipate other large companied esiter this market in the coming years,
which will likely increase competition.

The atrial fibrillation therapy area is broadentognclude multiple therapy methods. The marketplagrrently embraces multiple methods of
treating atrial fibrillation. Treatments includeudss, external electrical cardioversion and defiitin, implantable defibrillators and open-heart
surgery. As a result we have numerous competitotisd emerging atrial fibrillation market. Largemapetitors may expend their presence in
the atrial fibrillation market by leveraging th&RM capabilities.

We operate in an industry that is susceptiblegaificant product liability claims. These claims ynae brought by individuals seeking relief
themselves or, increasingly, by groups seeking@poasent a class. In addition, product liabilityitls may be asserted against us in the future
relative to events that are not known to us aptiesent time. Our product liability insurance cage is designed to help protect us against a
catastrophic claim. Our product liability insurarameserage for the period April 1, 2005 through Ju&e2006 is $400 million, with a $100
million deductible per occurrence.

Group purchasing organizations, independent dslimetworks and large single accounts, such as #tergns Administration in the United
States, continue to consolidate purchasing deddmnsome of our hospital customers. We have aotgrin place with many of these
organizations. In some circumstances, our inahbiditgbtain a contract with such an organizationdaualversely affect our efforts to sell our
products to that organization’s hospitals.
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CAUTIONARY STATEMENTS

In this discussion and in other written or oratetaents made from time to time, we have includetiraay include statements that may
constitute “forward-looking statements” with respexthe financial condition, results of operatippgns, objectives, future performance and
business of St. Jude Medical, Inc. and its subsetiaStatements preceded by, followed by or theltde words such as “may,” “will,”
“expect,” “anticipate,” “continue,” “estimate,” “pject,” “believes” or similar expressions are irded to identify some of the forward-looking
statements within the meaning of the Private Sg&earLitigation Reform Act of 1995 and are inclugatbng with this statement, for purposes
of complying with the safe harbor provisions oftthat. These forward-looking statements involvésiand uncertainties. By identifying these
statements for you in this manner, we are alegtmgto the possibility that actual results mayeliffpossibly materially, from the results
indicated by these forward-looking statements. \Weeutake no obligation to update any forward-logkstatements. Actual results may differ
materially from those contemplated by the forwkroking statements due to, among others, the eskisuncertainties discussed in the prev
section entitled “Competition and Other Considenadi’ and in Part 1, Iltem 1A, Risk Factors of oundal Report on Form 10-K as well as the
various factors described below. Since it is nagide to foresee all such factors, you shouldcoosider these factors to be a complete list of
all risks or uncertainties. We believe the mosh#igant factors that could affect our future ogemas and results are set forth in the list below.

1. Legislative or administrative reforms to the U.Seditare or Medicaid systems or similar reformsntéiinational reimbursement
systems in a manner that significantly reducesbanmsement for procedures using our medical deviceenies coverage for
such procedures, as well as adverse decisionggetatour products by administrators of such systén coverage or
reimbursement issue



Acquisition of key patents by others that havesdfiect of excluding us from market segments or irequs to pay royaltie:

Economic factors, including inflation, changesriterest rates and changes in foreign currency exgheates

Product introductions by competitors which haveaadbed technology, better features or lower pric

Price increases by suppliers of key componentsesafrwhich are so-sourced

A reduction in the number of procedures using awicks caused by cost-containment pressures arprefes for alternate

therapies

Safety, performance or efficacy concerns abounoanketed products, many of which are expected tmbéanted for many

years, leading to recalls and/or advisories withdttendant expenses and declining s

8. Changes in laws, regulations or administrative fizas affecting government regulation of our pradusuch as FDA laws ai
regulations, that increase papproval testing requirements for products or inepadditional burdens on the manufacture anc
of medical devices

9. Regulatory actions arising from the concern oveviBe Spongiform Encephalopathy, sometimes refetiweas “mad cow
disease,” that have the effect of limiting the Camys ability to market products using collagerglsas Angio-SealTM, or that
impose added costs on the procurement of colle

10. Difficulties obtaining, or the inability to obtaimappropriate levels of product liability insuran

11.  The ability of our Silzon® product liability insurers, especially Kemper, te@htheir obligations to u

12. A serious earthquake affecting our facilities imBywvale or Sylmar, California, or a hurricane afiieg our operations in Puer
Rico.

13.  Healthcare industry consolidation leading to densafod price concessions or the exclusion of sonpplérs from significan
market segment:

14.  Adverse developments in the investigation of bussnaactices in the cardiac rhythm management indbg the U.S.
Attorney's Office in Boston

15.  Adverse developments in litigation including protligbility litigation, patent litigation or othentellectual property litigatior

16. Inability to successfully integrate the businegbes we have acquired in recent years, includingsAéhd that we plan to
acquire.

17.  Adverse developments arising out of the investigahy the Office of the Inspector General, Departhod Health and Human
Services into certain business practices of A

18.  Failure to successfully complete clinical trials feew indications for our products and failure tiecessfully develop markets f

such new indication:

ok wN

~
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Report of Management
Managemer's Report on the Financial Statements

We are responsible for the preparation, integnityt abjectivity of the accompanying financial stagss. The financial statements were
prepared in accordance with accounting principksegally accepted in the United States and inciudeunts which reflect management’s best
estimates based on its informed judgment and ceregidn given to materiality. We are also respdeditr the accuracy of the related data in
the annual report and its consistency with therfaia statements.

Audit Committee Oversig

The adequacy of our internal accounting contrais,accounting principles employed in our finanoédorting and the scope of independent
and internal audits are reviewed by the Audit Cottemiof the Board of Directors, consisting soleflyotside directors. The independent
registered public accounting firm meets with, aad bonfidential access to, the Audit Committeeisouss the results of its audit work.

Managemer's Report on Internal Control Over Financial Regag

Management is responsible for establishing and taiaimg adequate internal control over financiglasing, as such term is defined in
Exchange Act Rules 13a-15(f). Under the supervisioth with the participation of the Company’s mamagat, including the CEO and the
CFO, we conducted an evaluation of the effectivermé®ur internal control over financial reportingsed on the framework in Internal Control
— Integrated Framework issued by the Committee ohSpring Organizations of the Treadway Commisdgased on this evaluation, the
CEO and CFO concluded that our internal controk dwancial reporting was effective as of DecemBgr2005. Management’s assessment of
the effectiveness of our internal control over figial reporting as of December 31, 2005 has beditezliby Ernst & Young LLP, our
independent registered public accounting firm,taged in their report which is included herein.

/s/ DANIEL J. STARKS

Daniel J. Starks
Chairman, President and Chief Executive Off



/s/  JOHN C. HEINMILLER

John C. Heinmiller
Executive Vice President and Chief Financial Office
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Report of Independent Registered Public Accountingrirm

Board of Directors and Shareholders
of St. Jude Medical, Inc.

We have audited management’s assessment, incladid section of the accompanying Report of Managerentited Management’s Report
on Internal Control Over Financial Reporting, tBatJude Medical, Inc. and subsidiaries maintagfézttive internal control over financial
reporting as of December 31, 2005, based on @itstablished in Internal Control—Integrated Fraorvissued by the Committee of
Sponsoring Organizations of the Treadway Commis@ioe COSO criteria). St. Jude Medical, Isanianagement is responsible for maintai
effective internal control over financial reportingd for its assessment of the effectiveness efniat control over financial reporting. Our
responsibility is to express an opinion on manageimassessment and an opinion on the effectivesfes® company’s internal control over
financial reporting based on our audit.

We conducted our audit in accordance with the stedgdof the Public Company Accounting Oversightfq®@nited States). Those standards
require that we plan and perform the audit to obtaasonable assurance about whether effectivenaiteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal cordgw@r financial reporting, evaluating
management’s assessment, testing and evaluatimp#ign and operating effectiveness of internatrobrand performing such other
procedures as we considered necessary in the @tanoes. We believe that our audit provides a redse basis for our opinion.

A company’s internal control over financial repogiis a process designed to provide reasonableaagsuregarding the reliability of financial
reporting and the preparation of financial statetméor external purposes in accordance with gelyesaktepted accounting principles. A
company'’s internal control over financial reportingludes those policies and procedures that (ftajpeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettiiansactions and dispositions of the assetseoédmpany; (2) provide reasonable assurance
that transactions are recorded as necessary tatgegaparation of financial statements in accor@awith generally accepted accounting
principles, and that receipts and expendituree®tbmpany are being made only in accordance witioaizations of management and
directors of the company; and (3) provide reasanabburance regarding prevention or timely deteafainauthorized acquisition, use, or
disposition of the company'’s assets that could lzareaterial effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or d¢t@isstatements. Also, projections of any
evaluation of effectiveness to future periods afgect to the risk that controls may become inadézjbecause of changes in conditions, or
the degree of compliance with the policies or pdates may deteriorate.

In our opinion, management’s assessment that 8 Medical, Inc. maintained effective internal cohbver financial reporting as of
December 31, 2005, is fairly stated, in all mateeapects, based on the COSO criteria. Also, mopinion, St. Jude Medical, Inc. maintained,
in all material respects, effective internal cohtreer financial reporting as of December 31, 20f#sed on the COSO criteria

We also have audited, in accordance with the stasdz the Public Company Accounting Oversight Bo@nited States), the consolidated
balance sheets of St. Jude Medical, Inc and swrgdias of December 31, 2005 and 2004, and theedetonsolidated results of their
operations and their cash flows for each of thedHiscal years in the period ended December 315 26d our report dated February 16, 2006
expressed an unqualified opinion thereon.

/sl ERNST & YOUNG LLF



Minneapolis, Minnesota
February 16, 2006
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Report of Independent Registered Public Accountingrirm

Board of Directors and Shareholders
of St. Jude Medical, Inc.

We have audited the accompanying consolidated balsimeets of St. Jude Medical, Inc. and subsidiaseof December 31, 2005 and 2004
and the related consolidated statements of earrmshgseholders’ equity, and cash flows for eacthefthree fiscal years in the period ended
December 31, 2005. These financial statementsareesponsibility of the Company’s management. i@sjponsibility is to express an opinion
on these financial statements based on our audits.

We conducted our audits in accordance with thedstais of the Public Company Accounting OversighamBlgUnited States). Those standards
require that we plan and perform the audit to sbteasonable assurance about whether the finestatements are free of material
misstatement. An audit includes examining, on aliasis, evidence supporting the amounts and digids in the financial statements. An a
also includes assessing the accounting princiged and significant estimates made by managemeniglhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements referredlbove present fairly, in all material respedts,¢onsolidated financial position of St. Jude
Medical, Inc. and subsidiaries at December 31, 20652004 and the consolidated results of theiradjwss and their cash flows for each of
the three fiscal years in the period ended Dece®bgeP005 in conformity with U.S. generally accepéecounting principles.

We also have audited, in accordance with the stasdz the Public Company Accounting Oversight Bo@nited States), the effectivenes:
St. Jude Medical, Inc.'s internal control over ficél reporting as of December 31, 2005, basediteria established in Internal Control—
Integrated Framework issued by the Committee ohSpong Organizations of the Treadway Commissiaha@ur report dated February 16,
2006 expressed an unqualified opinion thereon.

/sl ERNST & YOUNG LLP

Minneapolis, Minnesota
February 16, 2006
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CONSOLIDATED STATEMENTS OF EARNINGS
(In thousands, except per share amounts)

Fiscal Year Ended December 31 2005 2004 2003
Net sales $ 2,915,28 $ 2,294,17 1,932,51.
Cost of sales
Cost of sales before special char 796,76 666,97 603,09:
Special charge — 12,07: —
Total cost of sale 796,76 679,05( 603,09:
Gross profi 2,118,51! 1,615,12: 1,329,42:
Selling, general and administrative expe 968,88t 759,32( 632,39!
Research and development expe 369,22 281,93! 241,08
Purchased -process research and development che 179,17: 9,10( —
Special charges (credit (11,500 28,81( —
Operating profi 612,73( 535,95¢ 455,94!
Other income (expens 8,674 1,23¢ (83¢)
Earnings before income tax 621,40: 537,19: 455,10°
Income tax expens 227,91 127,25¢ 118,32¢
Net earning: $ 393,49( $ 409,93: 336,77¢
Net earnings per share
Basic $ 1.0¢ $ 1.1¢€ 0.9t
Diluted $ 1.04 $ 1.1C 0.91
Weighted average shares outstanding
Basic 363,61: 353,45: 353,91:
Diluted 379,10¢ 370,99: 370,75:
See notes to consolidated financial statements.
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CONSOLIDATED BALANCE SHEETS
(In thousands, except share amounts)
December 31 2005 2004

ASSETS
Current Assets



Cash and cash equivalel 534,56¢ 688,04(
Accounts receivable, less allowances for doubtfabants 793,92¢ 630,98
Inventories 378,45t 330,87:
Deferred income taxes, r 100,27: 92,751
Other 133,91¢ 120,56«
Total current asse 1,941,14. 1,863,21
Property, Plant and Equipment
Land, buildings and improvemer 176,41: 155,97!
Machinery and equipmel 566,25¢ 473,48t
Diagnostic equipmer 187,92: 182,74¢
Property, plant and equipment at c 930,59 812,20¢
Less accumulated depreciati (492,179 (485,229
Net property, plant and equipm 438,41¢ 326,98:
Other Assets
Goodwill 1,634,97. 593,79¢
Other intangible assets, r 572,24t 207,09¢
Other 258,06: 239,65¢
Total other asse 2,465,28. 1,040,54!
TOTAL ASSETS 4,844,841 3,230,74
LIABILITIES AND SHAREHOLDERS ' EQUITY
Current Liabilities
Current portion of lon-term deb! 876,00( —
Accounts payabl 169,29t 135,49¢
Income taxes payab 108,91( 101,25
Accrued expense
Employee compensation and related ben 204,08 166,15
Other 176,08 132,88!
Total current liabilitie: 1,534,38: 535,79¢
Long-term debt 176,97( 234,86!
Deferred income taxes, ne 157,44 56,56
Other liabilities 93,00( 69,59¢
Total liabilities 1,961,79! 896,81
Commitments and Contingencies (Notes 2 and — —
Shareholders Equity
Preferred stoc — —
Common stock (367,904,418 and 358,760,693 shageedsan(
outstanding at December 31, 2005 and 2004¢otisply) 36,79( 35,87¢
Additional paic-in capital 514,36( 277,14
Unearned compensatit (5,647 —
Retained earning 2,345,31. 1,951,82.
Accumulated other comprehensive income (Ic
Cumulative translation adjustme (29,23)) 53,85
Unrealized gain on availal-for-sale securitie 21,45¢ 15,23:
Total shareholde’ equity 2,883,04! 2,333,92i
TOTAL LIABILITIES AND SHAREHOLDERS ' EQUITY 4,844,841 3,230,74

See notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
(In thousands, except share amounts)

Common Stock

Accumulated

Additional Other Total
Comprehensive Shareholders’
Number of Paid-In Unearned Retained
Shares Amount Capital Compensatior Earnings Income (LosS) Equity
Balance at January 1, 200: 356,056,25 $35,60¢ $ 199,07 $ — $1,411,19. $ (69,149 $ 1,576,72
Comprehensive incom:
Net earning 336,77¢ 336,77¢
Other comprehensive incon
Unrealized gain on investmer
net of taxes of $4,1! 6,82¢ 6,82¢
Foreign currency translation
adjustment
net of taxes of $16,7. 69,14: 69,14:
Other comprehensive incor 75,96¢
Comprehensive incorr 412,74
Common stock issued under st
plans and other, n 8,469,16! 84¢ 88,85¢ 89,70
Tax benefit from stock plar 42,48¢ 42,48
Common stock repurchased, includ
related cost (18,497,09) (1,85() (312,089 (206,08¢) (520,02Y
Balance at December 31, 20C 346,028,33 34,60 18,32¢ — 1,541,88 6,82( 1,601,63!
Comprehensive incom
Net earning 409,93¢ 409,93:
Other comprehensive incon
Unrealized gain on investmer
net of taxes of $3,0: 4,167 4,167
Foreign currency translation adjustm
net of taxes of $(8,27 58,09" 58,091
Other comprehensive incor 62,26
Comprehensive incorr 472,19¢
Common stock issued under stc
plans and other, n 12,732,35 1,27/ 144,86 146,14
Tax benefit from stock plar 113,95: 113,95:
Balance at December 31, 20C 358,760,69 35,87¢ 277,14 — 1,951,82 69,08¢ 2,333,92
Comprehensive incom
Net earning 393,49( 393,49(
Other comprehensive income (los
Unrealized gain on investmer
net of taxes of $3,9t 6,22: 6,22:
Foreign currency translation adjustm
net of taxes of $1,8! (83,08) (83,087
Other comprehensive lo (76,859
Comprehensive incorr 316,63:
Options assumed in business combina 21,99° (6,152) 15,84t
Stocl-based compensatic 944 511 1,45t
Common stock issued under stc
plans and other, n 9,143,72! 914  125,19¢ 126,11



Tax benefit from stock plar 89,07: 89,07:
Balance at December 31, 20C 367,904,41 $36,79( $ 514,36( $ (5,641 $2,345,31 $ (7,77 $ 2,883,04!
See notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)
Fiscal Year Ended December 31 2005 2004 2003
OPERATING ACTIVITIES
Net earning: $ 393,49( $ 409,93 $ 336,77¢
Adjustments to reconcile net earnings to net cemsin operating activities
Depreciatior 76,36¢ 68,29 64,69¢
Amortization 53,84¢ 17,46! 11,98¢
Stocl-based compensatic 1,45¢ — —
Equity method losses of minority investments, of income taxe — 1,742 2,612
Purchased -process research and development che 179,17: 9,10(C —
Special charges (credi (11,500 40,88: —
Deferred income taxi 4,83: (9,340 33,14¢
Changes in operating assets and liabilities of business acquisitior
Accounts receivab (138,84¢) (102,409 (31,319
Inventorie: (23,695 (14,209 (17,389
Other current ass¢ 11,76% 164 (40,279)
Accounts payable and accrued expe 69,45¢ 25,79: 52,71«
Income taxes payat 99,96¢ 156,86 61,327
Net cash provided by operating activities 716,31 604,28: 474,28
INVESTING ACTIVITIES
Purchases of property, plant and equipn (158,76%) (89,469 (49,565
Proceeds from sale of marketable secur 153,38 —
Business acquisition payments, net of cash acq (1,775,52) (249,94) (230,839
Minority investment in Epicor Medical, In — — (15,509
Other (29,869 (68,399 (50,697
Net cash used in investing activitie (1,810,771 (407,809 (346,60()
FINANCING ACTIVITIES
Proceeds from exercise of stock options and stgikeic 126,11: 146,14: 89,70z
Common stock repurchased, including related ¢ — — (520,02
Net (payments) / borrowings under sl-term debt facilities — (11,969 9,45¢
Issuance of convertible debentu 660,00( — —
Issuance of lor-term notes — — 173,35(
Borrowings under debt facilitie 3,377,77! 2,285,77! 1,111,451
Payments under debt faciliti (3,195,71) (2,409,20i) (954,05()
Net cash provided by (used in) financing activitie 968,17( 10,75¢ (90,119
Effect of currency exchange rate changes on casltash equivalen (27,18%) 19,55¢ 21,823
Net increase (decrease) in cash and equivaler (153,477 226,78 59,39:
Cash and cash equivalents at beginning of ye 688,04( 461,25: 401,86(
Cash and cash equivalents at end of ye: $ 534,56¢ $ 688,04 $ 461,25

Supplemental Cash Flow Information



Cash paid during the year fc
Interes $ 9,392 $ 5,15¢ $ 3,557
Income taxe 124,51! 24,56¢ 57,21

See notes to consolidated financial statements.
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Notes to Consolidated Financial Statements
NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Company Overview: St. Jude Medical, Inc. (St. Jude Medical or@enpany) develops, manufactures and distributeimaascular medical
devices for the global cardiac rhythm managememtiac surgery, cardiology and atrial fibrillatititerapy areas and implantable
neuromodulation devices. The Company'’s five opegasiegments are Cardiac Rhythm Management (CRMli&@aSurgery (CS),
Neuromodulation (Neuro), Cardiology (CD) and Atri@brillation (AF). Each operating segment focusasleveloping and manufacturi
products for its respective therapy area. The Cayipgrincipal products in each of these operategments are as follows: CRM —
bradycardia pacemaker systems (pacemakers) angttadia implantable cardioverter defibrillator ssis (ICDs); CS — mechanical and tissue
heart valves and valve repair products; Neuro +osimulation devices; CD wvascular closure devices, guidewires, hemostatisdncers an
other interventional cardiology products; and A€lectrophysiology (EP) catheters, advanced camdggping systems and ablation systems.

The Company markets and sells its products pris#tiilough a direct sales force. The principal gapgic markets for the Compasyproduct
are the United States, Europe and Japan.

Principles of Consolidatio: The consolidated financial statements inclidegccounts of the Company and its wholly ownedisiidries.
Significant intercompany transactions and balamee® been eliminated in consolidation.

Reclassification: Certain prior period reportable segment infaiora(see Note 11) and certain prior period balasteset amounts (see Note
10) have been reclassified to conform to the ctiryear presentation.

Fiscal Year: The Company utilizes a 52/53-week fiscal yaatieg on the Saturday nearest December 31. Follisityf presentation, the
Company describes all periods as if the year efetember 31. Fiscal years 2005 and 2004 congi$te?l weeks and fiscal year 2003
consisted of 53 weeks.

Use of Estimates Preparation of the Company’s consolidated foi@rstatements in conformity with accounting pijphes generally accepted
in the United States requires management to makaatss and assumptions that affect the reportezbats in the consolidated financial
statements and accompanying notes. Actual resulisl differ from those estimates.

Cash Equivalents The Company considers highly liquid investmenits an original maturity of three months or légde cash equivalents.
Cash equivalents are stated at cost, which appaiggmarket. The Company’s cash equivalents indtad& certificates of deposit, money
market funds and instruments, commercial papersimvents and repurchase agreements collateralizedSygovernment agency securities.
The Company performs periodic evaluations of thatire credit standing of the financial institut®and issuers of its cash equivalents and
limits the amount of credit exposure with any cssuer.

Marketable Securitie: Marketable securities consist of publicly-trdasuity securities that are classified as avasldbt-sale securities and
investments in mutual funds that are classifiettading securities. The investments in mutual fumesheld in a rabbi trust for the purpose of
paying benefits under the Company’s deferred comsg@m plan (see Note 10). On the balance sheaitable-for-sale securities and trading
securities are classified as other current asset®ther long-term assets, respectively.

Available-for-sale securities are recorded atff@@rket value based upon quoted market prices. Unedagains and losses, net of related
incomes taxes, are recorded in accumulated otlepi@hensive income (loss) in shareholders’ eqiiiye following table summarizes the
Company’s available-for-sale securities as of Ddman31 (in thousands):

2005 2004
Adjusted cos $ 15,82( $ 9,40¢
Gross unrealized gait 35,67 25,04¢

Gross unrealized loss (413 _




Fair value $ 51,08( $ 34,45¢
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Realized gains and losses from the sale of availfstsale securities are recorded in other inc@@mpense) and are computed using the
specific identification method. During 2005, ther@many sold an available-for-sale security for dized gain of $1.4 million, which is
included in other income (expense). The other cemgmsive income (loss) reclassification adjustrfemthe realized gain on the sale of this
marketable security, net of income taxes, was §0li8on.

The Company’s policy for assessing recoverabilftiioavailable-for-sale securities is to recorcharge against net earnings when the
Company determines that a decline in the fair vafug security drops below the cost basis and jsidigat decline to be other-than-temporary.
During 2005, 2004 and 2003, the Company recordégdowns of $0.6 million, $1.3 million and $1.0lkain, respectively, on certain
available-for-sale securities, which is includeaiher income (expense). Other comprehensive indtmes) reclassification adjustments for
realized losses on the write-down of certain abégldor-sale securities, net of income taxes, V& million, $0.9 million and $0.6 million in
2005, 2004 and 2003, respectively.

The Company’s investments in mutual funds thathatd in a rabbi trust are not available for geneoaporate purposes and are subject to
creditor claims in the event of insolvency. Thesgestments are specifically designated as avaitaltlee Company solely for the purpose of
paying benefits under the Company’s deferred cosgagon plan. The fair value of these investmentiaed approximately $93 million and
$70 million at December 31, 2005 and 2004, respelgti

Accounts Receivab: The Company grants credit to customers in tirenal course of business, but generally does mptire collateral or ar
other security to support its receivables. The Camypmaintains an allowance for doubtful accountgpfiiential credit losses. The allowance
for doubtful accounts was $33.3 million at Decem®Er2005 and $31.3 million at December 31, 2004.

Inventories: Inventories are stated at the lower of cosharket with cost determined using the first-instfiout method. Inventories consist of
the following at December 31 (in thousands):

2005 2004
Finished good $  262,64( $ 237,57:
Work in proces: 34,53 33,98¢
Raw materialt 81,28¢ 59,31t
$  378,45¢ $ 330,87:

Property, Plant and Equipme: Property, plant and equipment are recordedsttand are depreciated using the straight-lindnateover

their estimated useful lives, ranging from 15 toy8@rs for buildings and improvements, three teseaxears for machinery and equipment and
four to eight years for diagnostic equipment. Diagjit equipment primarily consists of programméi fare used by physicians and health
professionals to program and analyze data fromrpaker and ICD devices. The estimated useful lifeékis equipment are based on
management’s estimates of its usage by the physieiad healthcare professionals, factoring in remhmology platforms and rollouts by the
Company. To the extent that the Company experietitaisges in the usage of this equipment or intribolue of new technologies to the
market, the estimated useful lives of this equiphmeay change in a future period. Diagnostic equipni@d a net carrying value of $88.6
million and $85.8 million at December 31, 2005 &004, respectively. Property, plant and equipmesndapreciated using accelerated
methods for income tax purposes.

Goodwill and Other Intangible AssetsGoodwill represents the excess of cost ovefdhievalue of identifiable net assets of businssse
acquired. Other intangible assets consist of custdists and relationships, purchased technologlypatents, distribution agreements and
licenses and are amortized on a straight-line hesiigy lives ranging from 3 to 20 years. Otherngihle assets also consist of trademarks
which are an indefinite-lived intangible asset.

Statement of Financial Accounting Standards (SAA&)142,Goodwill and Other Intangible AssdiSFAS No. 142), requires that goodwill
each reporting unit be reviewed for impairmentatt annually. The Company has five reporting wati@ecember 31, 2005, consisting of its
five operating segments (see Note 11). The Compestg goodwill for impairment using the two-stepgass prescribed in SFAS No. 142. In
the first step, the Company compares the fair vafugach reporting unit, as computed primarily bgsent value cash flow calculations, to its
book carrying value, including goodwill. If the faialue exceeds the carrying value, no further wemlequired and no impairment loss is
recognized. If the carrying value exceeds thevaiue, the goodwill of the reporting unit is poteily impaired and the Company would then
complete step 2 in order to measure the impairtesst In step 2, the Company would calculate thdied fair value of goodwill by deducting
the fair value of all tangible and intangible nssets (including unrecognized intangible assetf)efeporting unit from the fair value of the
reporting unit (as determined in step 1). If thelied fair value of goodwill is less than the céamg value of goodwill, the Company wot



recognize an impairment loss equal to the diffeeenc
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Management also reviews other intangible assetsfjpairment at least annually to determine if adyease conditions exist that would
indicate impairment. If the carrying value of otlmangible assets exceeds the undiscounted aash,fthe carrying value is written down to
fair value in the period identified. Indefinite-#id intangible assets are reviewed at least annfaaliynpairment by calculating the fair value of
the assets and comparing with their carrying valuassessing fair value, management generalliizesipresent value cash flow calculations
using an appropriate risk-adjusted discount rate.

During the fourth quarters of 2005 and 2004, mameye completed its annual goodwill and other inillegasset impairment reviews with no
impairments to the carrying values identified.

Technology License AgreemenfThe Company has a technology license agreethanprovides access to a significant number céigat
covering a broad range of technology used in theamy’'s pacemaker and ICD systems. The agreemevidped for payments through
September 2004, at which time the Company was edaafully paid-up license to the underlying pagemhich expire at various dates through
the year 2014. The costs deferred under this leans recorded on the balance sheet in other knngdssets and are being recognized as an
expense over the term of the underlying patentssli The license had a net carrying value of $168l#n and $132.9 million at December
31, 2005 and 2004, respectively.

Product Warranties The Company offers a warranty on various preglube most significant of which relate to paceeradnd ICD systems.
The Company estimates the costs that may be irccurrder its warranties and records a liabilityia amount of such costs at the time the
product is sold. Factors that affect the Compamgdsranty liability include the number of units sphdstorical and anticipated rates of warranty
claims and cost per claim. Changes in the Compagmpduct warranty liability during 2005 and 2004revas follows (in thousands):

2005 2004
Balance at beginning of ye $ 13,23t $ 15,22
Warranty expense recogniz 9,56¢ 567
Warranty credits issue (2,909 (2,559
Balance at end of ye: $ 19,897 $ 13,23t

Revenue Recognitic The Company sells its products to hospitalmprily through a direct sales force. In certairinational markets, the
Company sells its products through independentibligbrs. The Company recognizes revenue when psigel evidence of a sales arranger
exists, delivery of goods occurs through the tranef title and risks and rewards of ownership,46king price is fixed or determinable and
collectibility is reasonably assured. A portiontllé Company’s inventory is consigned at hospitatsvhich revenue is recognized at the time
the Company is notified that the consigned inventas been used by the customer. For productsthatot consigned, revenue recognition
occurs upon shipment to the hospital or, in the adslistributors, when title transfers under tbatcact. The Company records estimated sales
returns, discounts and rebates as a reductiontafates in the same period revenue is recognized.

Research and Developme¢: Research and development costs are chargeghémee as incurred.

Purchased I-Process Research and Development (IPR&DWhen the Company acquires another entity, threhase price is allocated, as
applicable, between IPR&D, other identifiable irgdrie assets, tangible assets and goodwill. Deténgithe portion of the purchase price
allocated to IPR&D requires the Company to makeifigant estimates.

The Company’s policy defines IPR&D as the valuegresd to those projects for which the related potslhave not yet reached technological
feasibility and have no future alternative use. phmary basis for determining the technologicalsibility of these projects is obtaining
regulatory approval to market the underlying prdduic an applicable geographic region. In accordamith accounting principles generally
accepted in the United States, the value attribtdedose projects is expensed in conjunction thithacquisition. The Company recorded
IPR&D of $179.2 million and $9.1 million in 2005 2004, respectively.

The Company uses the income approach to estahlistidlues of IPR&D as of the acquisition date.sTapproach establishes fair value by
estimating the after-tax cash flows attributable faroject over its useful life and then discougtihese after-tax cash flows back to a present
value. The Company bases revenue assumptionsiorates of relevant market sizes, expected marketihrrates, expected trends in
technology and expected product introductions bypetitors. In arriving at the value of the projetke Company considers, among other
factors, the stage of completion, the complexityhef work completed as of the acquisition date cthsts already incurred, the projected costs
of completion, the contribution of core technolegénd other acquired assets, the expected intiodwtate and the estimated useful life of the
technology. The discount rate used is determindldeatime of acquisition, and includes consideratibthe assessed risk of the project not
being developed to commercial feasibility. For BBR&D acquired in connection with recent acquisisiprisl-adjusted discount rates rangi



from 16% to 22% were used in 2005 and a risk-adfldiscount rate of 16% was used in 2004 to discouajected cash flows. The Company
believes that the IPR&D amounts recorded reprebentair value at the date of acquisition and doexeceed the amount a third party would
pay for the projects.
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Litigation: The Company accrues a liability for costs edato claims, including future legal costs, setteis and judgments where it has
assessed that a loss is probable and an amoubea@asonably estimated.

Stock-Based CompensationPrior to December 31, 2005, the Company acealfdr its stock-based employee compensation faesNote
6) under the recognition and measurement principiésccounting Principles Board (APB) Opinion N, Zccounting for Stock Issued to
Employee(APB Opinion No. 25) and related interpretatiomsatcordance with the provisions of SFAS No. 128iged 2004)Share-Based
Paymen(SFAS No. 123(R)), the Company will adopt the faitue method of accounting for its stock-based camsption arrangements with
employees at January 1, 2006. The following tdhistrates the effect on net earnings and net egsnper share if the Company had applied
the fair value recognition provisions of SFAS N@31Accounting for Stock-Based Compensafi®RAS No. 123) to its stock-based
compensation plans (in thousands, except per simaoents):

2005 2004 2003

Net earnings, as report $393,49( $409,93- $336,77¢

Add: Total stoc-based compensation expe!

included in net earnings, net of related taxaff 90z — —
Less: Total stoc-based compensation expel

determined under fair value based method fc

awards, net of related tax effe (45,94¢) (50,88%) (38,030

Pro forma net earning $348,44¢ $359,04¢ $298,74¢

Net earnings per shat

Basic-as reportet $ 1.0¢ $ 1.1¢ $ 0.9t
Basic-pro forma $ 0.9¢ $ 1.0z $ 0.84
Dilutec-as reportet $ 1.04 $ 1.1 $ 0.91
Dilutec-pro forma $ 0.9 $ 0.9¢ $ 081

The following table provides the weighted averagje falue of options granted with exercise pricgsas to the market price of the Company’s
common stock on the grant dates and the relatesirg®ns used in the Black-Scholes standard opti@ing model:

2005 2004 2003
Fair value of options grante $ 14.71 $  12.7¢ $ 10.8¢
Assumptions usec
Expected life (years 4.4 4.8 4.8
Risk-free rate of retur 4.4% 3.5% 3.2%
Volatility 26.1% 29.(% 35.(%
Dividend yield 0% 0% 0%

As discussed in Note 6, in connection with the &itjan of ANS, the Company assumed ANS employeeksbptions that had exercise prices
less than the market price of the Compargdmmon stock on the acquisition date. The wethaterage fair value of the ANS options assu
and the related assumptions used in the Black-8stathndard option pricing model are as follows:

2005

Fair value of options grante $ 27.7¢



Assumptions usec

Expected life (years 3.2
Risk-free rate of retur 4.4%
Volatility 26.(%
Dividend yield 0%
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Net Earnings Per Shai:  Basic net earnings per share is computed higlidiy net earnings by the weighted average numbeuistanding
common shares during the period, exclusive oficett shares. Diluted net earnings per share igoted by dividing net earnings by the
weighted average number of outstanding common staa@ dilutive securities.

The table below sets forth the computation of basitt diluted net earnings per share (in thousanagpt per share amounts):

2005 2004 2003
Numerator:
Net earning: $ 393,49( $ 409,93: $ 336,77¢
Denominator
Basi-weighted average shares outstant 363,61. 353,45¢ 353,91¢
Effect of dilutive securities
Employee stock optior 15,46( 17,52¢ 16,81¢
Restricted share 34 13 21
Dilutec-weighted average shares outstanc 379,10¢ 370,99: 370,75:
Basic net earnings per sh: $ 1.0¢ $ 1.1€ $ 0.9t
Diluted net earnings per she $ 1.04 $ 1.1C $ 0.91

Diluted-weighted average shares outstanding hat/been adjusted for certain employee stock optigmsre the effect of those securities
would not have been dilutive. For 2005, 2004 an@32@tock options to purchase approximately 4.%ianil 4.8 million and 7.9 million shares
of common stock, respectively, were excluded fromdiluted net earnings per share computation Isectiney were anti-dilutive.

As discussed in Note 4, diluted-weighted averageeshoutstanding have not been adjusted for thep@oys $660.0 million of 2.80%
Convertible Senior Debentures (Convertible DebergurBecause the principal value of the Converfil#bentures is required to be settled
only in cash, the dilutive impact would be equalhte number of shares needed to satisfy the imtrirsdue of the Convertible Debentures,
assuming conversion. The potentially dilutive conmnsbares related to the Convertible Debenturesdvanlly be included in diluted-weighted
average shares outstanding when the Company’s ptaxkrises above the conversion price of $64.51.

Foreign Currency Translatio: Sales and expenses denominated in foreign cueace translated at average exchange rateseict eff
throughout the year. Assets and liabilities of fgneoperations are translated at period-end exdhaaitgs. Gains and losses from translation of
net assets of foreign operations, net of relatedrire taxes, are recorded in accumulated other edrapsive income. Foreign currency
transaction gains and losses are included in aticeme (expense).

New Accounting Pronouncemer: In December 2004, the Financial Accounting Stadsi®oard (FASB) issued SFAS No. 123(Rhare-
Based Paymel(SFAS No. 123(R)), which is a revision of SFAS N&3,Accounting for Stock-Based CompensafieRAS No. 123). SFAS
No. 123(R) supersedes APB Opinion No. Accounting for Stock Issued to Employg&BB Opinion No. 25). Generally, the approach in
SFAS No. 123(R) is similar to the approach describeSFAS No. 123. However, SFAS No. 123(R) reqzempensation cost to be
recognized for share-based payments to employesesilmn their grant date fair values. Pro formaldssoe will no longer be an alternative.

SFAS No. 123(R) is effective for fiscal years bemig after December 15, 2005 and is required tadmpted by the Company effective
January 1, 2006. SFAS No. 123(R) permits public gamies to adopt its requirements using one of twthods. The Company plans to adopt
SFAS No. 123(R) using the “modified-prospective noel’ in which compensation cost is recognized ®wmgrants issued after the date of
adoption and for all unvested awards outstandinbeatiate of adoption. Expense for the new graiitdesdetermined based upon their grant
date fair values. Expense for outstanding unvesteatds is based on the valuation determined iptbdorma disclosure under SFAS No. 1



31

As permitted by SFAS No. 123, the Company has atteoufor shardsased payments to employees using the intrinsicevalethod under AF
Opinion No. 25 and, as such, had not recognizeccampensation cost for employee stock options ok purchases under the Company’s
employee stock purchase savings plan. Accordiragigption of SFAS No. 123(R) will have a significémpact on the Company’s

consolidated financial statements as SFAS No. 1P&{fuires compensation cost to be recognizedharesbased payments to employees. The
Company has used the Black-Scholes standard gpticing model for its pro forma disclosures undBAS No. 123 and will continue to use
the Black-Scholes model to measure the fair vafishare-based payments upon adoption of SFAS Ng(R)2

SFAS No. 123(R) also amends SFAS No.Statement of Cash Flow®y requiring that the benefits associated withtdx deductions in
excess of recognized stock-based compensation s&nreported as a financing cash flow, rather fisaan operating cash flow as currently
reported. This requirement will reduce operatinghciows and increase financing cash flows in pkviafter the SFAS No. 123 (R) adoption
date of January 1, 2006. These future amounts tdenestimated because they depend on, amongtbthgs, when employees exercise stock
options.

Refer to the summary of the Company’s stock-basetpensation significant accounting policy aboveifidormation on the pro forma effect
on net earnings and net earnings per share in 2008, and 2003 as if the Company had applied theditue recognition provisions of SFAS
No. 123. The Company estimates that it will recapgroximately $73 million to $77 million of f-tax stock-based compensation expense in
2006. Approximately $9 million to $10 million of ¢hestimated 2006 pre-tax stock compensation expefates to unvested stock options and
restricted stock that the Company assumed and daaviem connection with the acquisition of ANS ilmwember 2005.

In December 2004, the FASB issued two FASB stafitioms (FSP): FSP No. 109-Application of FASB Statement No. 109, Accounting f
Income Taxes, for the Tax Deduction Provided ta-Based Manufacturers by the American Jobs Creaticnof 2004 FSP No. 109-1); and
FSP No. 109-2Accounting and Disclosure Guidance for the Foreligrnings Repatriation Provision within the Americdobs Creation Act «
2004(FSP No. 109-2). FSP No. 109-1 clarifies that thededuction for domestic manufacturers under thieican Jobs Creation Act of 2004
(the Act) should be accounted for as a special démtuin accordance with SFAS No. 1@8;counting for Income Tax¢SFAS No. 109). FSP
No. 10¢-2 provided enterprises more time (beyond the firefreporting period during which the Act tookef) to evaluate the Act’s impact
on an enterprise’s plan for reinvestment or reptitm of certain foreign earnings for purposespyflging SFAS No. 109. In 2005, the
Company repatriated $500 million of cumulative fgreearnings invested outside the United Stateguth@ provisions of the Act. The
additional income tax associated with this reptitmawas $26.0 million.

NOTE 2 — ACQUISITIONS AND MINORITY INVESTMENTS
Acquisitions

The results of operations of businesses acquired been included in the Company’s consolidateditestioperations since the dates of
acquisition. Other than the acquisition of Advanteliromodulation Systems, Inc., pro forma resultspgrations have not been presented for
these acquisitions since the effects of these basiacquisitions were not material to the Compéthgrindividually or in aggregate.

Fiscal Year 200!

Advanced Neuromodulation Systems, Inc. (£ On November 29, 2005, the Company completealcitgiisition of ANS for $61.25 per share
in cash. Net consideration paid was $1,353.9 mijlishich includes closing costs less $5.1 millidrcash acquired. The ANS acquisition did
not provide for the payment of any contingent cdesation. ANS had been publicly traded on the NASDWarket under the ticker symbol
ANSI. ANS designs, develops, manufactures and nsikglantable neuromodulation devices used prignesimanage chronic severe pain.
The ANS acquisition expands the Company’s impldetaticroelectronics technology programs and pravithe Company an immediate
presence in the neuromodulation segment of theaakdevice industry. The Company recorded an IPR&Brge of $107.4 million associat
with this transaction.

The aggregate ANS purchase price was allocatedpoealiminary basis to the assets acquired andiligsiassumed based on their estimated
fair values at the date of acquisition. The pureharice allocation is preliminary as a result & tincertainty surrounding the finalization of
certain legal matters. Upon finalization, therelddae a change in the current liabilities and goididw
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The goodwill recorded as a result of the ANS adtjaisis not deductible for income tax purposes @ allocated entirely to the Company’'s
Neuro operating segment. The goodwill recogniz@deasents future product opportunities that didhaote regulatory approval at the date
acquisition. In connection with the acquisition/flS, the Company recorded $249.3 million of develbpnd core technology intangible
assets and $23.3 million of trademarks and tradesa@ollectively, these acquired intangible askat® estimated useful lives of 15 ye:



In connection with the acquisition of ANS, the Canp granted replacement unvested stock optionsestdcted stock to ANS employees
who had unvested stock options and restricted siatdtanding at the date of acquisition. As a teghuk Company recorded $15.8 million of
purchase consideration relating to the value cdetlreplacement awards. These awards were valusgl thei Black-Scholes standard option
pricing model. ANS employees are required to reffideire service in order to vest in the replacens¢émtk options and restricted stock.

The following unaudited pro forma information pretsethe consolidated results of operations of tom@any and ANS as if the acquisition of
ANS had occurred as of the beginning of each op#téods presented (in thousands, except per sinaoents):

Unaudited
2005 2004
Revenue $ 3,043,42 $ 2,414,91
Net earning: 432,21¢ 398,22¢
Net earnings per shat
Basic $ 1.1¢ $ 1.1¢
Diluted $ 1.14 $ 1.07

Pro forma adjustments relate to amortization offdied intangible assets, interest expense reguftiom acquisition financing and certain
other adjustments together with related incomeeféects. Pro forma net earnings for 2005 include$h07.4 million IPR&D charge that was a
direct result of the acquisition. Pro forma neinézgs for 2005 also include an $85.2 million pre-gain on the sale of ANS’s investment in
common stock of Cyberonics, Inc., which was recdrolg ANS in their historical 2005 results of opéyas. The unaudited pro forma
consolidated results of operations are for compargiurposes only and are not necessarily indieatfwresults that would have occurred had
the acquisition occurred as of the beginning offbBods presented, nor are they necessarily itidécaf future results.

Endocardial Solutions, Inc. (ES: On January 13, 2005, the Company completegtigsiisition of ESI for $279.4 million, which incled

closing costs less $9.4 million of cash acquire8l Ead been publicly traded on the NASDAQ marketarrthe ticker symbol ECSI. ESI
develops, manufactures and markets the EnSite@msyssed for the navigation and localization of dizggic and therapeutic catheters used by
physician specialists to diagnose and treat carthigtym disorders. The Company acquired ESI tangtieen its portfolio of products used to
treat heart rhythm disorders. The Company recoaelPR&D charge of $12.4 million associated witts tinansaction in the first quarter of
2005.

The goodwill recorded as a result of the ESI adtjoisis not deductible for income tax purposes amd allocated entirely to the Company’s
AF operating segment. The goodwill recognized repmés future product opportunities that did noteheagulatory approval at the date of
acquisition. In connection with the acquisition&#l, the Company recorded $39.2 million of devetbprd core technology intangible assets
that have estimated useful lives of 15 years an8l $ifllion of customer relationships and distriloutiagreements intangible assets that have
estimated useful lives of 5 years.

Velocimed, LLC (Velocimed) On April 6, 2005, the Company completed itswasigion of the businesses of Velocimed for $70iBiom,

which includes closing costs less $6.7 million a$le acquired. Velocimed develops and manufactyesadty interventional cardiology
devices. The Company acquired Velocimed to stresmgits portfolio of products in the interventioralrdiology market. The Company
recorded an IPR&D charge of $13.7 million assodatéth this transaction in the second quarter &0

The goodwill recorded as a result of the Velociraeduisition is not deductible for income tax puggand was allocated entirely to the
Company’s CD operating segment. The goodwill recgghrepresents future product opportunities tichhdt have regulatory approval at the
date of acquisition. In connection with the acdiosi of Velocimed, the Company recorded $61.9 mnillof developed and core technology
intangible assets that have estimated useful btd$ years.
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Certain funds held in escrow by the Company amtwft million and are to be released in the foguhrter of 2006 provided certain
conditions are met, as defined in the purchasecaggat. Additionally, contingent payments of up 1®@ million are due if future revenue
targets are met through 2008, and a milestone patyoieip to $80 million is tied to U.S. Food andugrAdministration (FDA) approval of the
Premere™ patent foramen ovale closure system,noittmilestone payment being made if approval ocafies December 31, 2010. All future
payments made by the Company will be recorded ditialal goodwill.

Savacor, Inc. (Savacor) On December 30, 2005, the Company acquiredc®avar $49.7 million which includes closing costss $0.4
million in cash acquired, plus additional contingpayments related to product development milestdoeregulatory approvals and related to
revenues in excess of minimum future targets. Savwaeas a developmestage company focused on the development of aelévid measure
left atrial pressure and body temperature to hblsigians detect and manage symptoms associategmigressive heart failure. The
Company recorded an IPR&D charge of $45.7 milliescgiated with this transactic



Because Savacor is a development-stage compangxtless of the purchase price over the fair valulkeonet assets acquired is allocated on a
pro-rata basis to the net assets acquired. Acaglsdithe majority of the excess purchase price allasated to IPR&D, the principal asset
acquired.

The following table summarizes the estimated falugs of the assets acquired and liabilities asduase result of significant acquisitions
made by the Company in 2005:

Total
(in thousands ANS ESI Velocimed Savacor Activity
Current asset $ 247,31t $ 13,61° $ 1,232 $ — $ 262,16!
Goodwill 826,69¢ 201,51: 8,22 — 1,036,43;
Other intangible asse 272,60( 46,70( 61,90( — 381,20(
Purchased -process researt
and developmer 107,40( 12,40( 13,70( 45,67 179,17:
Deferred income taxe — 23,13¢ — 4,12( 27,25¢
Other lon¢-term asset 35,66( 2,981 1,84z 10t 40,58¢
Total assets acquir: $ 1,489,67. $ 300,34¢ $ 86,89 $  49,89¢ $ 1,926,81
Current liabilities $ 28,74¢ $ 20,94¢ $ 3,83: $ 24E $ 53,77:
Deferred income taxe 106,39: — 12,20: — 118,59
Other liabilities 603 — — — 602
Total liabilities assume 135,74 20,94¢ 16,03« 24F 172,96¢
Net assets acquire $ 1,353,93 $ 279,40( $ 70,86 $  49,65¢ $ 1,753,85

During 2005, the Company entered into two addititmsiness combinations for a total purchase fc&l4.9 million, net of cash acquired.
The Company also acquired various businesses iegalvthe distribution of the Company’s product2@95 for aggregate cash consideration
of $17.8 million which was recorded as other inialggassets.

Fiscal Year 200«

Irvine Biomedical, Inc. (IBI: On October 7, 2004, the Company completedcidgigition of the remaining capital stock of IBRBIIdevelops
and sells EP catheter products used by physicieciafsts to diagnose and treat cardiac rhythmrdess. The Company acquired 1Bl to
strengthen its product portfolio of products usetréat heart rhythm disorders. In April 2003, @@mpany had acquired a minority investment
of 14% in IBI through the Company’s acquisition®étz Bros. Co., Ltd. Net consideration paid to &egthe remaining 86% of IBI capital
stock was $50.6 million, which includes closingtsdess cash acquired. The original investmentds $illion was accounted for under the
cost method of accounting until the date the remgishares were purchased. As a result, the Comglidnyot recognize any portion of IBI's
losses during this period. In the fourth quarte2@d4, in accordance with step-acquisition accogntieatment, the Company recorded a $0.8
million charge, net of tax, which represented tbeipn of IBI's losses attributable to the Compangiwnership from the date of the purchas
Getz Bros. Co., Ltd. in April 2003 until the finatquisition of IBI in October 2004. This amount wen reflected retroactively to prior periods
as it was not material. Net consideration paidiiertotal acquisition was $54.8 million, which in@és closing costs less $5.9 million of cash
acquired. The Company recorded an IPR&D chargé®df fillion in the fourth quarter of 2004 assoaditweth this transaction.

The goodwill recorded as a result of the IBI acitigis is not deductible for income tax purposes w@d allocated entirely to the Company’s
AF operating segment. The goodwill recognized asgfahe acquisition represents future productarpmities that did not have regulatory
approval at the date of acquisition. In connectidgth the acquisition of I1BI, the Company recordezb6$! million of developed and core
technology intangible assets that have useful bfel2 and 14 years, respectively.
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Epicor, Inc. (Epicor): On June 8, 2004, the Company completed itsisitigun of the remaining capital stock of Epicopi€or develops
products which use high intensity focused ultrasb{khiFU) to ablate cardiac tissue. The Company &edUEpicor to strengthen its product
portfolio related to the treatment of atrial filtetion. In May 2003, the Company had made an irftl&.0 million minority investment in
Epicor and acquired an option to purchase the mangaownership of Epicor prior to June 30, 2004%$@85.0 million. Pursuant to the option,
the Company paid $185.0 million in cash to acqtlieeremaining outstanding capital stock of Epicoddane 8, 2004. The original investment
was accounted for under the cost method of acaoginititil the date the remaining shares were puethass a result, the Company did not
recognize any portion of Epicor’s losses during fieriod. At the date of the subsequent acquisititoaccordance with step-acquisition
treatment, the Compa’s historical financial statements were adjustexagtively to reflect the portion of Epic's operating losse



attributable to the Company’s ownership from theedd the original investment until the final puasie and the Company’s portion of IPR&D
that would have been recognized as of the datieeodtiginal investment. These amounts totaled 88liéon, net of tax, for the period
described, and were recognized in other incomeefesg). Net consideration paid for the total actjoisiwvas $198.0 million, which includes
closing costs less $2.4 million of cash acquired.

The goodwill recorded as a result of the Epicorggition is not deductible for income tax purpoaes was allocated entirely to the
Company’s AF operating segment. The goodwill reéogphrepresents future product opportunities tichhdt have regulatory approval at the
date of acquisition. In connection with the acdiosi of Epicor, the Company recorded a $21.7 millpurchased technology intangible asset
that has a useful life of 12 years.

The following table summarizes the estimated faluges of the assets acquired and liabilities asduamsea result of significant acquisitions
made by the Company in 2004

Total

(in thousands Epicor IBI Activity
Current asset $ 2,86i $ 6,69 $ 9,562
Goodwill 159,12: 21,74¢ 180,86t
Other intangible asse 21,70( 26,40( 48,10(
Purchased -process researt

and developmet — 9,10( 9,10(
Deferred income taxe 15,08¢ — 15,08¢
Other lon¢-term asset 743 1,45z 2,19¢

Total assets acquirt $ 199,51 $ 65,39 $ 264,90¢
Current liabilities $ 2,70% $ 3,85 $ 6,55i
Deferred income taxe — 7,58¢ 7,58¢

Total liabilities assume 2,70 11,43¢ 14,14
Net assets acquire $ 196,81( $ 53,95¢ $ 250,76

During 2004, the Company also acquired variousrassies involved in the distribution of the Comparproducts for aggregate cash
consideration of $21.8 million which was recordedther intangible assets.

Fiscal Year 200:

Getz Bros. Co., Ltd. (Getz Japan)On April 1, 2003, the Company completed itsuasiion of Getz Japan, a distributor of medicahteology
products in Japan and the Company'’s largest voldistabutor in Japan. The Company paid 26.9 billi@panese Yen in cash to acquire 100%
of the outstanding common stock of Getz Japanchiesideration paid was $219.2 million, which in@sdlosing costs less $12.0 million of
cash acquired. The Company also acquired the setsasf Getz Bros. & Co. (Aust.) Pty. Limited anedfel Pty. Limited (collectively referre

to as Getz Australia) related to the distributiéthe Company’s products in Australia for $6.2 ioifl in cash, including closing costs.

The Company acquired Getz Japan and Getz Aus(raliectively referred to as Getz) in order to hat strengthen its presence in the Jape
and Australian medical technology markets. The gdlbdecognized as part of the Getz acquisitionates primarily to the operating
efficiencies that these businesses were able teshnd the increased levels of efficiencies grdied in the future as the Company expands
its presence in the Japanese and Australian medidahology markets. The goodwill recorded in catio@ with the Getz acquisition was
allocated entirely to the Company’s CRM operatiagreent and is not deductible for income tax purpokeconnection with the acquisitions
of Getz, the Company recorded intangible assetdhthze estimated useful lives of 10 years. Amobtizéntangible assets include distribution
agreements of $44.9 million, customer lists andtre@hships of $9.5 million, and licenses and othfe$5.6 million. Additionally, the Company
recorded indefinite-lived trademarks of $4.1 mitlio
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The following table summarizes the estimated falues of the assets acquired and liabilities asduame result of the Getz acquisitions:

(in thousands

Current assel $124,96:
Goodwill 67,46¢



Other intangible asse 64,10¢

Other lon¢-term asset 33,94
Total assets acquirt $290,47
Current liabilities $ 27,72«
Deferred income taxe 25,39(
Total liabilities assume 53,11«
Net assets acquire $237,36!

During 2003, the Company also acquired variousnassies involved in the distribution of the Compamroducts for aggregate cash
consideration of $5.4 million which was recorded#ser intangible assets.

Minority Investment

ProRhythm, Inc. (ProRhythr: On January 12, 2005, the Company made anlirijiaity investment of $12.5 million in ProRhythen,
privately-held company that is focused on the dgwelent of a HIFU catheter-based ablation systenthiotreatment of atrial fibrillation. The
initial investment resulted in approximately a 9%nership interest. In connection with making thiéahequity investment, the Company also
entered into a purchase and option agreement tbeided the Company the ability to make an addélayuity investment. In January 2006,
the Company made an additional $12.5 million inmestt in ProRhythm, increasing our total ownershipriest to 18%, that is being accour
for under the cost method of accounting.

The Company also has the exclusive right, but m@wobligation, through the later of three monthsrahe date ProRhythm delivers certain
clinical trial data or March 31, 2007, to acquine remaining capital stock of ProRhythm for $12%i0ion in cash, with additional cash
consideration payable to the non-St. Jude Medhwaleholders after the consummation of the acqaiisifiProRhythm achieves certain
performance-related milestones.

Contingent Consideration Payment

Irvine Biomedical, Inc: In December 2005, the Company paid $4.8 mildboontingent purchase consideration to the applEnonSt. Jude
Medical shareholders of IBI. This contingent paymerhich was recorded as goodwill, was earnedrasuat of IBI receiving FDA approval |
the IBI-1500T6 Cardiac Ablation Generator and Thgf® Dual-8™ ablation catheters prior to a milestdate. These devices are part of an
ablation system in which the catheters are conddota generator which delivers radiofrequencylmasound energy through the catheter to
create lesions through ablation of cardiac tissuaddition, the purchase agreement provides fditiatal contingent purchase consideratio
up to $6.5 million to the non-St. Jude Medical shalders if IBl receives FDA approval by certairsified dates in 2006 of other certain EP
catheter ablation systems currently in developm&lhfuture payments will be recorded as additiogabdwill.
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NOTE 3 — GOODWILL AND OTHER INTANGIBLE ASSETS

The changes in the carrying amount of goodwilldach of the Company’s reportable segments forislealfyears ended December 31, 2005
and 2004 are as follows (in thousands):

CRM/CS/Neuro CD/AF Total

Balance at December 31, 2C $ 352,14 $ 54,86¢ $ 407,01:

Foreign currency translatic 5,44( 44 5,48¢



Acquisition of Epicol — 159,12: 159,12:

Acquisition of IBI — 21,74¢ 21,74¢
Other 43€ — 43¢
Balance at December 31, 2C $ 358,02( $ 235,77! $ 593,79¢
Foreign currency translatic (14,34 (1249 (14,47
Acquisition of ESI — 201,51: 201,51:
Acquisition of Velocimec — 8,22 8,22
Acquisition of ANS 826,69¢ — 826,69¢
Contingent acqusition payment to | — 4,83: 4,83:
Other 14,04: 33¢ 14,38(
Balance at December 31, 2C $ 1,184,41. $ 450,56 $ 1,634,97

The following table provides the gross carrying amtoof other intangible assets and related accuedimortization at December 31 (in
thousands):

2005 2004
Gross Accumulated Gross Accumulated
carrying carrying
amount amortization amount amortization
Amortized intangible asset
Purchased technology and patt $ 474,99: $ 41,40: $ 124,47¢ $ 26,61(
Distribution agreemen 42,16¢ 11,48¢ 46,85 8,19¢
Customer lists and relationsh 98,28: 23,00¢ 73,87: 13,59(
Trademarks and tradenan 23,30( 12¢ — —
Licenses and oth 7,18¢ 1,76 6,921 1,30(C
$ 645,92: $ 77,79: $ 252,12! $ 49,69¢
Indefinite intangible asset
Trademark: $ 4,117 $ 4.67(

Amortization expense of other intangible assets $&fs1 million, $17.5 million and $12.0 million fehe fiscal years ended December 31,
2005, 2004 and 2003, respectively.

Expected amortization expense for other intangalsieets recorded as of December 31, 2005 followth gimsands):

After
2006 2007 2008 2009 2010 2010
Amortization expens $ 49,12 $ 48,99¢ $ 48,79 $ 48,53 $ 46,90¢ $ 325,77
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NOTE 4 — DEBT
The Company’s long-term debt consisted of the foity at December 31 (in thousands):

2005 2004

2.80% Convertible Senior Debentul $ 660,00( $ —
1.02% Yel-denominated note 176,93 200,88¢



Commercial paper borrowing 216,00( 33,90(

Other 33 76
Total lon¢-term debt $ 1,052,97 $ 234,86
Less: current portion of loi-term debt 876,00( —
Long-term debi $ 176,97( $ 234,86

The 2.80% Convertible Senior Debentures, that reatarDecember 15, 2035, are classified as curtibp of long-term debt because the
Company may be required to redeem these obligatiori3ecember 15, 2006. The Company normally cliassé#ll of its commercial paper
borrowings as long-term debt as the Company haalitiéy to repay any short-term maturity with aeéie cash from its existing long-term,
committed credit facilities. Because the Compaipaie its entire commercial paper borrowings in Z3n2006, the Company has classified
the December 31, 2005 balance as current portitangfterm debt.

2.80% Convertible Senior Debenturesin December 2005, the Company issued $660./lomihggregate principal amount of 2.80%
Convertible Senior Debentures (Convertible Deba#uthat mature on December 15, 2035. Interest@Convertible Debentures is payable
on June 15 and December 15 of each year, begiomdgine 15, 2006. In addition, starting with therabnth period beginning on December
15, 2006, and for each of the six-month periodseihfter, the Company will pay contingent interéshé average trading price of a Convertible
Debenture for the five consecutive trading days é@diately before the last trading day before theuaht six-month period equals or exceeds
120% of the principal amount of the Convertible Betures. The contingent interest payable per CoibleDebenture with respect to any
applicable six-month period will equal 0.25% pearef the average trading price of a Convertibl&&weure for the five consecutive trading
day period referred to above. The Company may radamsme or all of the Convertible Debentures fohaasany time on or after December
2006. Holders of the Convertible Debentures canireghe Company to repurchase for cash some of #le Convertible Debentures on
December 15 in the years 2006, 2008, 2010, 201XK),2D25 and 2030. Holders may also convert theim@rtible Debentures at an initial
conversion rate of 15.5009 shares of the Compasgrismon stock per $1,000 principal amount of thew@dtiible Debentures (an initial
conversion price of approximately $64.51) underftilowing circumstances: (1) when, during any éisguarter, the last reported sale price of
the Company’s common stock is greater than 1308%eo€onversion price for at least 20 trading daythe 30 tradingiay period ending on tl
last trading day of the preceding fiscal quartg);,during the five trading days immediately aftay dive consecutive trading-day period in
which the trading price of a Convertible Debentiareeach day of that period was less than 98% @ptieduct of the closing price of the
Company’s common stock and the applicable convessiate; (3) if the Company calls the ConvertibebBntures for redemption; (4) on or
after December 15, 2034; or (5) upon the occurrefoertain corporate transactions. Upon converstoe Company is required to satisfy
100% of the principal amount of the Convertible Befures solely in cash, with any amounts abovetimeipal amount to be satisfied in
shares of the Company’s common stock. If certamlémental changes occur on or prior to Decembe2d®;, the Company will in certain
circumstances increase the conversion rate by dauaf additional shares of common stock or, io tleereof, the Company may in certain
circumstances elect to adjust the conversion rader@lated conversion obligation so that the CadtillerDebentures are convertible into shares
of the acquiring or surviving company. There areaotingently issuable shares included in dilutedhngs per share because the Company’s
common stock price is below the conversion pricebtdssuance costs of approximately $2.6 millionlaging amortized to interest expense
over one year, the period until the first date dricl the holders can require the Company to re@selthe Convertible Debentures.

The Convertible Debentures are unsecured and urdinbted obligations and rank equal in prioritytwétl of the Company’s existing and
future unsecured and unsubordinated indebtednelsseamor in right of payment to all of the Compangkisting and future subordinated
indebtedness. The Convertible Debentures will fecéfely subordinated to the claims of creditangjuding trade creditors, of our
subsidiaries.

1.02% Yen-denominated notesn May 2003, the Company issued 7-year, 1.02%eaured notes totaling 20.9 billion Yen, or $1 78
$200.9 million at December 31, 2005 and 2004, retbgedy. Interest payments are required on a semisal basis and the entire principal
balance is due in May 2010.

Commercial paper borrowings The Company’s commercial paper program provideshe issuance of short-term, unsecured commilerci
paper with maturities up to 270 days. There was$Rfhnillion and $33.9 million of outstanding comtiet paper borrowings at December 31,
2005 and 2004, respectively. The weighted averffgetve interest rate at December 31, 2005 andi208s 4.2% and 2.3%, respectively. The
Company repaid its entire commercial paper borrgwiim January 2006. Any future commercial paperdwings made by the Company
would bear interest at varying market rates.

Credit facilities: In June 2005, the Company obtained a 1.0 hien unsecured revolving credit facility (equivaléo approximately $8.3
million) that expires in June 2006. Borrowings unttes credit facility bear interest at the flogfimokyo InterBank Offered Rate (TIBOR) plus
0.50% per annum. This credit facility replaced@Hillion Yen credit facility which expired in Jur905. There were no outstanding
borrowings under either credit facility at DecemB&r 2005 or 2004.
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In September 2004, the Company entered into a $480lion unsecured revolving credit agreement vatbonsortium of lenders that expil



in September 2009. The Company can draw on thititdeility for general corporate purposes or tipgort its commercial paper program.
Borrowings under the credit agreement bear interelghited States Dollar LIBOR plus 0.39%, or ie #vent over half of the facility is drawn
on, United States Dollar LIBOR plus 0.515%, in eaake subject to adjustment in the event of a aghamthe Company’s debt ratings. There
were no outstanding borrowings under this creditifsg at December 31, 2005 or 2004.

In September 2003, the Company obtained a $350l@minsecured revolving credit agreement wittoasortium of lenders that expires in
September 2008. The Company can draw on this didiity for general corporate purposes or to supfis commercial paper program. This
credit facility bears interest at United StateslBoLIBOR plus 0.60% per annum, subject to adjusthire the event of a change in the
Company’s debt ratings. There were no outstandargolvings under this credit facility at December 3005 or 2004.

NOTE 5 — COMMITMENTS AND CONTINGENCIES
Leases

The Company leases various facilities and equipmedér noncancelable operating lease arrangentaritg.e minimum lease payments under
these leases are as follows: $24.5 million in 2CK1%.5 million in 2007; $13.2 million in 2008; $B0million in 2009; $9.9 million in 2010; and
$12.9 million in years thereafter. Rent expensecuiadl operating leases was $23.0 million, $17.Bioni and $16.5 million in 2005, 2004 and
2003, respectively.

Litigation

Silzone® Litigation and Insurance Receivahle$n July 1997, the Company began marketing meicahheart valves which incorporated
Silzone® coating. The Company later began markdtesyt valve repair products incorporating Silzore®ting. Silzone® coating was
intended to reduce the risk of endocarditis, adréitinfection affecting heart tissue, which is@siated with replacement heart valve surgery.
In January 2000, the Company initiated a volunfaatg action for products incorporating Silzone®atiog after receiving information from a
clinical study that patients with a Silzone®-coake@rt valve had a small, but statistically sigfit, increased incidence of explant due to
paravalvular leak compared to patients in thai@dinstudy with heart valves that did not incorger&ilzone® coating.

Subsequent to the Company’s voluntary field actiba,Company has been sued in various jurisdictignrsome patients who received a
product with Silzone® coating and, as of Februa@y2D06, such cases are pending in the UnitedsSt@nada, United Kingdom, Ireland and
France. Some of these claimants allege bodily ieguais a result of an explant or other complicatievhich they attribute to Silzone®-coated
products. Others, who have not had their Silzone@ted heart valve explanted, seek compensatigmefstrand future costs of special
monitoring they allege they need over and abovertbdical monitoring all replacement heart valvegrds receive. Some of the lawsuits
seeking the cost of monitoring have been initiddggatients who are asymptomatic and who have parapt clinical injury to date. The
Company has vigorously defended against the cléiaishave been asserted and expects to contirdeego with respect to any remaining
claims.

In 2001, the U.S. Judicial Panel on Multi-Distrigtigation ruled that certain lawsuits filed in U.®deral district court involving products with
Silzone® coating should be part of Multi-Distridtigation proceedings under the supervision of UDBtrict Court Judge John Tunheim in
Minnesota (the District Court). As a result, actian federal court involving products with Silzone®ating have been and will likely continue
to be transferred to Judge Tunheim for coordinatecbnsolidated pretrial proceedings.

The District Court ruled against the Company onisisee of preemption and found that the plaintiéfstuses of action were not preempted by
the U.S. Food and Drug Act. The Company soughppeal this ruling, but the appellate court detesdithat it would not review the ruling at
that point in the proceedings.

Certain plaintiffs requested the District Courtattow some cases to proceed as class actions.irBhedmplaint seeking class-action status was
served upon the Company on April 27, 2000 andighteoriginal class-action complaints were consatiédi into one case by the District Court
on October 22, 2001. One proposed class in theotidaged complaint seeks injunctive relief in tioeni of medical monitoring. A second class
in the consolidated complaint seeks an unspeciirdunt of monetary damages. In response to theeségjof the claimants in these cases, the
District Court issued several rulings concernirgsslaction certification. The Company requestedetgkth Circuit Court of Appeals (the

Eighth Circuit) to review the District Court’s ckasertification orders.
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On October 12, 2005, the Eighth Circuit issued @gilen reversing the District Court’s class cectfiion rulings. More specifically, the Eighth
Circuit ruled that the District Court erred in dBfing a consumer protection class seeking dambagesd on Minnesota’s consumer protection
statutes, and required the District Court in furtheceedings to conduct a thorough conflicts-ef-tnalysis as to each plaintiff class member
before applying Minnesota law. In addition, in@stober 12, 2005 opinion, the Eighth Circuit alsked that the District Cous’certification o

a medical monitoring class was an abuse of disorethd thus reversed the District Cositertification of a medical monitoring class inviog
the products with Silzoi® coating.



The District Court has issued a briefing schedatdtie parties to provide the court with their gs& concerning next steps in the proceedings,
including the conflicts-of-law issue mentioned abol is expected that the District Court will hakee oral argument concerning the issues
being briefed in April 2006.

In addition, as of February 16, 2006, there arendiidual Silzone® cases pending in various fetleoairts where plaintiffs are requesting
damages ranging from $10 thousand to $120.5 milliwah, in some cases, seeking an unspecified ambuafirst individual complaint that
was transferred to the MDL court was served upendbmpany on November 28, 2000, and the most rémdintdual complaint that was
transferred to the MDL court was served upon then@any on September 15, 2004. These cases, whidoaselidated before the District
Court, are proceeding in accordance with the sdiveglarders rendered. Actions involving productshagilzone® coating in various state
courts in the United States may or may not be doatedd with the matters presently before the Qistiourt.

There are 24 individual state court suits conceri@ilzone® products pending as of February 16, 208®lving 32 patients. These cases are
venued in Florida, Minnesota, Missouri, Nevada,igivania and Texas. There is also a case in Twkah has been dismissed but remains
on appeal. The first individual state court compiaias served upon the Company on March 1, 200Qtenthost recent individual state court
complaint was served upon the Company on JanuargQlb. The complaints in these state court caspsest damages ranging from $10
thousand to $100 thousand and, in some casesaragispecified amount. These state court casgg@reeding in accordance with the orders
issued by the judges in those matters.

In addition, a lawsuit seeking a class action fbparsons residing in the European Economic Um@mber jurisdictions who have had a heart
valve replacement and/or repair procedure usingduet with Silzone® coating was filed in Minnesastate court and served upon the
Company on February 11, 2004, by two Europeanerisavho now live in Canada. The complaint seeksag@shin an unspecified amount for
the class, and in excess of $50 thousand for eadftiff. The complaint also seeks injunctive rélie the form of medical monitoring. The
Company is opposing the plaintiffs’ pursuit of tiesse on jurisdictional, procedural and substargieeinds.

There are also four class-action cases and onédoa@i case pending against the Company in Caradme such case in Ontario, the court
certified that a class action may proceed invoh&ilgone® patients. The Company’s request for ldawppeal the rulings on certification was
rejected, and the trial of the initial phase ofthiatter is now scheduled for September 2007. Arakcase seeking class action in Ontario has
been stayed pending resolution of the other Ontaiimn, and a case seeking class action in Bi@slumbia is also proceeding but is in its
early stages. A court in the Province of Quebecdeatified a class action, and that matter is pedagg in accordance with the orders in that
court. Additionally, on December 22, 2005, the Campwas served with a lawsuit by the Quebec Praalih@alth insurer. The lawsuit asserts
a subrogation right to recover the cost of insugedices furnished or to be furnished to class nemin the class action pending in Quebec.
The complaints in these cases each request damaygsag from the equivalent of $1.3 million to $hillion.

In the United Kingdom, one case involving one piffits pending as of February 16, 2006. The Patftics of Claim in that case was served on
December 21, 2004. The plaintiff in this case retgmdamages equivalent to approximately $0.3 millio

In Ireland, one case involving one plaintiff is pérg as of February 16, 2006. The complaint in tlise was served on December 30, 2004,
and seeks an unspecified amount in damages.

In France, one case involving one plaintiff is pagdas of February 16, 2006. It was initiated bywéan Injunctive Summons to Appear that
was served on November 3, 2004, and requests darragecess of the equivalent of $3.5 million.

The Company is not aware of any unasserted cladtaged to Silzone®-coated products. Company managebelieves that the final
resolution of the Silzone® cases will take sevgedrs.
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The Company has recorded an accrual for probagée tosts that it will incur to defend the variaases involving Silzone®-coated products,
and the Company has recorded a receivable fropraduct liability insurance carriers for amountpected to be recovered. The Company has
not accrued for any amounts associated with prebsdttlements or judgments because managementtecaasonably estimate such amounts.
Any Silzone® litigation settlement or judgment nageestablished by the Company is not based oartf@int of the claims because, based on
the Company’s experience in these types of casegrhount ultimately paid, if any, often does reditbany relationship to the amount claimed
by the plaintiffs and is often significantly lesgah the amount claimed. Furthermore, managememicexthat no significant claims will
ultimately be allowed to proceed as class actinrthé United States and, therefore, that all set@hgs and judgments will be covered under the
Company’s remaining product liability insurance emge (approximately $134 million at February 186, subject to the insurance
companies’ performance under the policies, whidfissussed below. As such, management expectarigatosts (the material components of
which are settlements, judgments, legal fees amer oelated defense costs) not covered by the Coyfgproduct liability insurance policies

or existing reserves will not have a material adgaffect on the Company’s consolidated finanasitpn, although such costs may be
material to the Company’s consolidated earningscasth flows of a future period.

A summary of the activity relating to the Silzone&erve is as follows (in thousands):



Customer

Legal and returns
monitoring and
related
costs costs Total
Balance at December 31, 20 $ 13,39 $ 50¢ $ 13,89¢
Cash payment (1,206) (22 (1,229
Reclassification of legal accrue 15,72 — 15,72:
Balance at December 31, 2C 27,90¢ 48¢€ 28,39:
Cash payment (1,471 (305) (1,77¢)
Balance at December 31, 2C 26,43¢ 181 26,61¢
Accrued cost: 9,80( — 9,80(
Cash payment (1,32¢) — (1,32¢)
Balance at December 31, 20 $ 34,907 $ 181 $ 35,08¢

During the fourth quarter of 2003, the Companyassified $15.7 million of receivables from the Ca@nyp's insurance carriers recorded in the
Silzone® special charge accrual to other curresetas This amount related to probable future legals associated with the Silzone® litigation
that is expected to be reimbursable by the Compgangurance carriers. In the fourth quarter of 2068 Company determined that the
Silzone® reserves should be increased by $9.8amillis a result of an increase in management'’s atgtiof the probable future legal costs that
would be incurred. The Company also increaseddbeivable from the Company'’s insurance carrieth@sompany expects such costs to be
reimbursable by the Company’s insurance carrierécember 31, 2005 and 2004, the Company’s relskeigdrom insurance carriers were
$24.1 million and $15.7 million, respectively.

The Company'’s product liability insurance for Site® claims consists of a number of layers, eachihoéh is covered by one or more
insurance companies. The Company’s present layiesofance, which is a $30 million layer of whigbpaoximately $29 million has been
reimbursed or otherwise paid as of February 166230covered by Lumberman’s Mutual Casualty Insoea a unit of the Kemper Insurance
Companies (collectively referred to as Kemper). iKents credit rating by A.M. Best has been downgdaidea “D” (poor). Kemper is current

in “run off,” which means that it is not issuingmolicies and is, therefore, not generating any revenue that could be used to cover claims
made under previously-issued policies. In the e@mhper is unable to pay claims directed to it, @menpany believes the other insurance
carriers in its insurance program will take theipos that the Company will be directly liable fany claims and costs that Kemper is unable to
pay, and that insurance carriers at policy layeliewWing Kemper’s layer will not provide coveraga Kemper's layer. Kemper also provides
part of the coverage for Silzone® claims in the @any’s final layer of insurance ($20 million of tfiral $50 million layer). It is possible that
Silzone® costs and expenses will reach the limidrgd or both of the Kemper layers of insurance e and it is possible that Kemper will
be unable to meet its full obligations to the Comypadf this were to happen, the Company could irexpense of up to approximately $21
million as of February 16, 2006. The Company hasacorued for any such losses as potential logsggassible, but not estimable, at this
time.
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Symmetry™ Bypass System Aortic Connector Litigatidn September 2004, management committed thep@aynto a plan to discontinue
developing, manufacturing, marketing and sellisgSymmetry™ Bypass System Aortic Connector (Symyfigtdevice). The Company has
been sued in various jurisdictions by claimants watege that the Company’s Symmetry™ device cabseaily injury or might cause bodily
injury. The Company determined that it was probdiblere legal fees to defend the cases would beried and that the amount of such fees
was reasonably estimable. As a result, the Compegorded a préax charge of $21.0 million in the third quarter2804 (see Note 7) to accl
for legal fees in connection with claims involvitige Symmetry™ device.

The Company’s Symmetry™ device was cleared thraugh0(K) submission to the FDA, and therefore,Gboenpany is unable to rely on a
defense under the doctrine of federal preemptiahghch suits are prohibited. Given the Comparsffsissured retention levels under its
product liability insurance policies, the Companypects that it will be solely responsible for thésesuits, including any costs of defense,
settlements and judgments.

Although four cases asserted against the Compamjving the Symmetry™ device sought claggion status, no class actions were certifie
those cases. In one of those matters seekingatéiss status, the case was dismissed by the amdtthe plaintiff appealed the dismissal. In
another, a Magistrate Judge recommended that #eerga proceed as a class action. In the third tasdrial judge denied class certificatior



a July 26, 2005 decision which was not appealedmidtion requesting the court to certify a classosctvas ever pursued in the fourth case.
Therefore, as of February 16, 2006, no class astiawe been certified in cases involving the Symyfétdevice, and all four cases where ¢
actions were initially sought have now been reshwecluding the case where the plaintiff appedledcourt’s dismissal of the case.

As of February 16, 2006, all but three of the cagleish allege that the Symmetry™ device causedipaajury or might cause bodily injury
have been resolved. One of the three unresolvexs eeas initiated in the first quarter of 2006. Tinee unresolved cases involving the
Symmetry™ device are pending in state court in Mguota and state court in California. The firsthef tinresolved cases involving the
Symmetry™ device was commenced against the Compadyne 17, 2004, and the most recently initiatedsolved case was commenced
against the Company on January 26, 2006. Eacteafdimplaints in these unresolved cases requestggenimaexcess of $50 thousand. In
addition to this litigation, some persons have madans against the Company involving the SymmetryéVice without filing a lawsuit,
although, as with the lawsuits, the vast majorityhe claims that the Company has been made avia® af February 16, 2006 have been
resolved.

With the resolution of over 90% of the cases aaihts asserted involving the Symmetry™ device, tben@any recorded a pre-tax special
credit of $11.5 million in the third quarter of ZD(see Note 7). Potential losses arising from &isattlements or judgments of unresolved ¢
and claims are possible, but not estimable, attitmis. Moreover, the Company currently expects #mt costs (the material components of
which are settlements, judgments, legal fees amer oelated defense costs) not covered by any remgaieserve will not have a material
adverse effect on the Company’s consolidated firuposition, although such costs may be mateoighé Company’s consolidated earnings
and cash flows of a future period.

Guidant 1996 Patent Litigation In November 1996, Guidant Corporation (Guidaogd the Company in federal district court for Huaither,
District of Indiana alleging that the Company dit have a license to certain patents controlle@bidant covering ICD products and alleging
that the Company was infringing those patents. Cbmpany’s contention was that it had obtainedenke from Guidant to the patents at issue
when it acquired certain assets of Telectroniddamember 1996. In July 2000, an arbitrator reje¢ctedCompany’s position, and in May 2001,
a federal district court judge also ruled that@wdant patent license with Telectronics had rentdferred to the Company.

Guidant’s suit originally alleged infringement a@iuir patents by the Company. Guidant later dismigsezlaim on one patent and a court ruled
that a second patent was invalid. This determinaticinvalidity was appealed by Guidant, and thei€of Appeals upheld the lower court’s
invalidity determination. In a jury trial involvinthe two remaining patents (the ‘288 and ‘472 pafethe jury found that these patents were
valid and that the Company did not infringe the82fatent. The jury also found that the Companyimfighge the ‘472 patent, though such
infringement was not willful. The jury awarded dagea of $140.0 million to Guidant. In post-trialings, however, the judge overseeing the
jury trial ruled that th¢472 patent was invalid and also was not infrinpgdhe Company, thereby eliminating the $140.0iomllverdict

against the Company. The trial court also maderathimgs as part of the post-trial order, incluglia ruling that the ‘288 patent was invalid on
several grounds.

In August 2002, Guidant commenced an appeal oéicedf the trial judge’s post-trial decisions périag to the ‘288 patent. Guidant did not
appeal the trial court’s finding of invalidity ambn-infringement of the ‘472 patent. As part ofdfpeal, Guidant requested that the monetary
damages awarded by the jury pertaining to the gat2nt ($140.0 million) be transferred to the ‘288ent infringement claim.
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On August 31, 2004, a three judge panel of the Cafukppeals for the Federal Circuit (CAFC) issweriling on Guidant’s appeal of the trial
court decision concerning the ‘288 patent. The CA&&rsed the decision of the trial court judgé tha ‘288 patent was invalid. The court
also ruled that the trial judge’s claim constructadf the ‘288 patent was incorrect and, thereftire jury’s verdict of non-infringement was set
aside. Guidant's request to transfer the $140.0amito the 288 patent was rejected. The court also ruled barassues that were raised by
parties. The Company’s request for re-hearing efttatter by the panel and the entire CAFC courtnegsted.

The case was returned to the district court indndiin November 2004, but since that time, furdpgellate activity has occurred. In this
regard, the U.S. Supreme Court rejected the Compaaguest that it review certain aspects of the CAEcision. In addition, further appell
review has occurred after Guidant brought motiothandistrict court seeking to have a new judgéassl to handle the case in lieu of the
judge that oversaw the prior trial. On a motiornoresideration, the judge reversed his initial decish response to Guid¢ s motion and agret

to have the case reassigned to a new judge, ltettfied the issue to the CAFC. On July 20, 20886 CAFC ruled that the original judge
should continue with the case. The court has ndwedgled the matter for trial beginning July 31, 208 hearing on claims construction issues
and various motions for summary judgment broughbdty parties was held on December 20, 2005, angdlties are presently awaiting
rulings from the Court following this hearing. Thmatter is proceeding in accordance with other deasllestablished by the Court.

The 288 patent expired in December 2003. Accorngintye final outcome of the lawsuit involving th288 patent cannot result in an injunc
precluding the Company from selling ICD productsha future. Sales of the Company’s ICD productichviGuidant asserts infringed thzg88
patent were approximately 18% and 16% of the Coryiparonsolidated net sales during the fiscal yeaded December 31, 2003 and 2002,
respectively.

The Company has not accrued any amounts for legiésents or judgments related to the Guidant J88ént litigation. Although th



Company believes that the assertions and clairtteege matters are without merit, potential lossiséng from any legal settlements or
judgments are possible, but not estimable, attitimis. Any potential losses could be material to@menpan’s consolidated earnings, financial
position and cash flows.

Guidant 2004 Patent Litigation In February 2004, Guidant sued the Compangdefal district court in Delaware alleging that the
Company’s Epic® HF ICD, Atlas®+ HF ICD and Fronfirdevices infringe U.S Patent No. RE 38,119E (fli9'patent). A competitor of the
Company, Medtronic, Inc., which has a license ®'1119 patent, is contending in a separate lawsitlit Guidant in the same court that the

‘119 patent is invalid. In July 2005, the courtedilagainst Medtronic’s claim of invalidity, but Meghic is appealing that decision. By
agreement with Guidant, Medtronic had presenteddoirarguments of invalidity in its case and did address infringement. On January 6,
2006, the Court ruled against the Company in respom a motion for summary judgment it had filedime 2005. The Company expects to
assert invalidity arguments that were not made leglfvbnic and also defend against Guidant’s claifisfingement. Pursuant to a recent
order of the Court, this matter is presently setifial in March 2007, and it is otherwise procewrgin accordance with deadlines established by
the Court.

Guidant also sued the Company in February 2004ialiethat the Company’s QuickSite® 1056K pacinglledringes U.S. Patent No.
5,755,766 (the ‘766 patent). This second suit wékted in federal district court in Minnesota. i@ant is seeking an injunction against the
manufacture and sale of these devices by the Coyripahe United States and compensation for whelitns are infringing sales of these
products up through the effective date of the injiom. It is expected that this matter will be &ettrial in 2007, and it is otherwise proceeding
in accordance with deadlines established by thatCou

The Company has not accrued any amounts for legdéents or judgments related to the Guidant 22Qént litigation. Potential losses
arising from any legal settlements or judgmentspassible, but not estimable, at this time. Anyeptial losses could be material to the
Company’s consolidated earnings, financial positiad cash flows.

Advanced Bionics Patent Litigatic The Company’s recently acquired subsidiary, AN& outstanding legal proceedings with Advanced
Bionics, a subsidiary of Boston Scientific Corpayat After ANS initially filed a lawsuit for patenibfringement against Advanced Bionics,
Advanced Bionics filed a First Amended Answer ammi@erclaims against ANS in March 2005, assertingong other things, that ANS is
infringing Advanced Bionics’ U.S. Patent Nos. 6,386 and 6,516,277. These patents relate to chguogierational parameters sets and to a
specific type of rechargeable spinal cord stimalagystem, respectively.
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This matter is venued in the U.S. District Courttfee Eastern District of Texas, Sherman Divisiorthe counterclaims it has asserted,
Advanced Bionics claims that the Company is infimggthe patents identified above at least by mangednd selling GenesisRC™
rechargeable IPG systems, and Advanced Bionicehdasated that it will assert that the Company'semgtly-approved Eon™ system infringes
these patents as well. The counterclaims seek temprestraining orders, permanent injunctions, pensatory damages, exemplary damages
including treble damages, pre-judgment and pogfught interest, attorneys’ fees and such othegfrat the court may grant. On May 18,
2005, the court granted ANS’s motion to sever tlemseterclaims from ANS'’s claims against Advanceéohis and ordered that the
counterclaims proceed separately. A hearing orohstruction and interpretation of the patent ctaahissue is scheduled in the counterclaim
case for May 2006, and trial is tentatively schedubr November 2006. ANS has asserted that it doesfringe these patents and that the
patents are invalid. ANS intends to continue tovimgisly defend itself against these counterclaims.

The Company has not accrued any amounts for legidéments or judgments related to Advanced Bidmicanterclaims against ANS.
Potential losses arising from any legal settlemenjadgments are possible, but not estimabléyiattime. Management currently expects that
any costs (the material components of which artesetnts, judgments, legal fees and other relagéeinde costs) will not have a material
adverse effect on the Company’s consolidated filghposition, although such costs may be mateoigthé Company’s consolidated earnings
and cash flows of a future period.

Securities Class Action Litigatian The Company’s recently acquired subsidiary, AN& outstanding securities class action legal
proceedings. In late May 2005, the U.S. Districu@dor the Eastern District of Texas, Sherman 8iom, granted an order consolidating three
previously filed cases which sought class actiatustfor claims asserted against ANS and certaiheoindividuals who were serving as ANS’
officers and directors at that time (the Class étLitigation), on behalf of purchasers of ANS s#ées between April 24, 2003 and February
16, 2005, inclusive (the Class Period).

The court also granted an order appointing leadiarsbn counsel and appointing the lead plaintifthe Class Action Litigation. The three
previously filed suits each alleged that ANS viethfederal securities laws by allegedly issuingdand misleading statements to the market
regarding ANS’s financial performance throughow @lass Period, which statements allegedly haéffieet of artificially inflating the market
price of the ANS’s securities. In particular, tHaims alleged that improper marketing and salestjmes accounted for ANS’s revenue growth,
citing, among other things, ANS’s public announcetmeade on February 17, 2005 that the Company é@&vwed a subpoena from the Office
of the Inspector General, Department of Health ldathan Services, requesting documents related ¢s sad marketing, reimbursement,
Medicare and Medicaid billing and other businesefices. The plaintiffs in the Class Action Litigat are seeking unspecified compensatory
damages and costs and expenses of litigation. &&s ¢las been certified at this time. The plaintikésl an amended consolidated complain



September 2005. By agreement with the plaintifidSAfiled its Motion to Dismiss on January 13, 2006e Company intends to vigorously
defend against the claims made in the Class Adtfitigation and believe the claims asserted in thes€ Action Litigation are without merit.

Other Litigation and Governmental Investigation kas: The Company has been named in the report dhttependent Inquiry Committee
into the United Nations (U.N.) Oil-For-Food Prognam as having made payments to the Iraqi governmernnection with certain product
sales made by the Company to Irag under the U.NF@tFood Programme in 2001, 2002 and 2003. Thaamy is investigating the
allegations. In February 2006, the Company receisdbpoena from the U.S. Securities and Exchaogen@ssion (SEC) requesting the
Company to produce documents concerning transactioder the U.N. Oil-for-Food Programme. The Conggarcooperating with the SEC’s
request.

In late January 2005, ANS received a subpoena then®ffice of the Inspector General, Departmertieélth and Human Services (OIG),
requesting documents related to certain of itsssafel marketing, reimbursement, Medicare and Méllltidling, and certain other business
practices of ANS. The Company is cooperating with ©1G’s request for documents.

In October 2005, the Company received a subpoamdofiuments relating to business practices indtdiac rhythm management business
from the U.S. Attorney’s Office in Boston as pafrao industry-wide investigation. The Company isperating with the investigation.

The Company is also involved in various other patdiability lawsuits, claims and proceedings thdse in the ordinary course of business.
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NOTE 6 - SHAREHOLDERS' EQUITY

Capital Stock: The Company has 500,000,000 authorized sharg8.90 par value per share common stock. The Coynplan has
25,000,000 authorized shares of $1.00 par valushmee preferred stock. The Company has desigiat@@,000 of the authorized preferred
shares as a Series B Junior Preferred Stock feh@éeeholder rights plan (s8bkareholders’ Rights Plapelow for further discussion). There
were no shares of preferred stock issued or outstgrduring 2005, 2004 or 2003.

Share Repurchase:On October 11, 2004, the Company’s Board of @es authorized a share repurchase program af 800 million of
the Company’s outstanding common stock. The sleggmerchases can be made through transactions optgremarket and/or privately
negotiated transactions, including the use of mgtidutures, swaps and accelerated share repurcbasacts. This authorization expires on
December 31, 2006. The Company did not repurchagefats common stock during 2004 or 2005.

On July 22, 2003, the Company’s Board of Directrhorized a share repurchase program of up to 86i6n of the Companys outstandin
common stock. On August 7, 2003, the Company réyased approximately 18.5 million shares, or abivetfercent of its outstanding
common stock, for $500 million under a privatelygogated transaction with an investment bank. Fivestment bank borrowed the 18.5
million shares to complete the transaction andlpased replacement shares in the open market dhezeamonth period which ended on
November 7, 2003. The Company entered into a eklteelerated stock buyback contract with the sarestment bank which, in return fol
separate payment to the investment bank, inclugetea-protection feature. The price-protectiontdea provided that if the investment bank’s
per share purchase price of the replacement shastower than the initial share purchase priceter18.5 million shares ($27.03), then the
investment bank would, at the Company'’s electioakena payment or deliver additional shares to th@@ny in the amount of the difference
between the initial share purchase price and tepiacement price, subject to a maximum amourdadttition, the price-protection feature
provided that if the investment bank’s replacenggite was greater than the initial share purchase pthe Company would not be required to
make any further payments. The Company recordeddsieof the shares repurchased and the paymettifqrice-protection feature, totaling
$520.0 million, as a reduction of shareholders’iggon the date of share repurchase (August 7, 2@3 November 7, 2003, the investment
bank completed its purchase of replacement sh@hesmarket price of the Company’s shares duringrégplacement period exceeded the
initial purchase price, resulting in no additiorathange of consideration.

Shareholders’ Rights Plan: The Company has a shareholder rights plan titdtes shareholders to purchase one-tenth of eegifeSeries B
Junior Preferred Stock at a stated price, or talmse either the Company’s shares or shares afopiirig entity at half their market value,
upon the occurrence of certain events which réswdtchange in control, as defined by the Plan. figigs related to this plan expire in 2007.

Employee Stock Purchase Savings P The Company’s employee stock purchase saviragsallows participating employees to purchase,
through payroll deductions, newly issued shargb@Company’s common stock at 85% of the fair mavkéue at specified dates. Employees
purchased 0.6 million shares each year in 20054 20@ 2003 under this plan. At December 31, 2005irillion shares of additional common
stock were available for purchase under the plan.

Stock Compensation Plans:The Company’s stock compensation plans provadéhie issuance of stock-based awards, such agredtstock

or stock options, to directors, officers, employaed consultants. Stock option awards under thieses generally have an eight to ten year life,
an exercise price equal to the fair market valu¢gherdate of grant and a four-year vesting terndédithe Company’s current stock plans, a
majority of the stock option awards have an eigranjife. At December 31, 2005, the Company hadapmately 2.0 million shares of
common stock available for grant under these p



In connection with the acquisition of ANS in Noveent2005, the Company assumed ANS employee sto@dnspdnd restricted stock. The
Company issued 790,737 replacement St. Jude Mestmek options having a weighted average exergise pf $24.00 and a weighted
average remaining contractual term of 7.85 yeadslitfonally, the Company issued 209,364 sharegpifaicement St. Jude Medical restricted
stock awards at a weighted average fair value 8fi%4 which vest over a four year period.

In addition to the shares of restricted stock agglim connection with the acquisition of ANS, thenipany also granted 12,776 shares of
restricted common stock during 2005 under the Cayigastock compensation plans at a weighted avefi@gealue of $42.53. The value of
restricted stock awards as of the date of gract@sged to expense over their vesting period, renfyjom one to four years.
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The following table summarizes stock option acgivihder all stock compensation plans, includingams assumed in connection with
acquisitions, during each of the three years im#rgod ended December 31, 2005:

Options Weighted Average
Outstanding Exercise Price

Balance at January 1, 20 59,389,84 $ 12.61
Grantec 9,104,67. 30.02
Cancele: (1,442,49) 15.71
Exerciset (7,925,730 10.1¢
Balance at December 31, 2C 59,126,29 15.5¢
Grantec 5,136,87 40.8¢
Cancele: (2,086,28) 10.9C
Exerciset (12,157,62) 19.517
Balance at December 31, 2C 50,019,26 19.11
Grantec 5,622,95! 46.8¢
Cancele: (1,382,75) 28.5¢
Exerciset (8,372,11) 13.2(
Balance at December 31, 2C 45,887,34 $ 23.3¢

Stock options totaling 30.5 million, 30.7 milliomé 32.6 million were exercisable at December 3052@004 and 2003, respectively. These
options had weighted average exercise prices aB81613.80 and $11.08 at December 31, 2005, 2002@03, respectively.

The following tables summarize information concegnstock options outstanding and exercisable ae®éer 31, 2005:

Options Outstanding Options Exercisable
Weighted
Weighted Average Weighted
Ranges ol Average Remaining Average
Exercise Number Exercise Contractual Number Exercise
Prices Oustanding Price Life (years) Oustanding Price
5.02-
$ 9.9¢ 8,485,21. $ 7.8¢ 1.8 8,125,21. $ 7.7
10.05-
17.3¢ 12,447,40 15.2% 4.1 10,497,25 14.9¢
17.38
30.0z 8,693,81 19.4: 4.6 7,304,43 18.7¢
30.07-
41.4: 8,016,03: 32.12 6.1 3,470,62 31.4¢
41.47-
51.91 8,244,88! 47.1: 7.5 1,075,99! 42.8:¢

45,887,34 $ 23.3¢ 4.8 30,473,52 $ 16.8-




NOTE 7 - PURCHASED IN-PROCESS RESEARCH AND DEVELOPMENT (IPR&D) AND SPECIAL CHARGES (CREDITS)
IPR&D Charges

The Company is responsible for the valuation othased in-process research and development. Theafae assigned to IPR&D was
estimated by discounting each project to its pregalue using the after-tax cash flows expectegsoilt from the project once it has reached
technological feasibility. The Company discounts #fter-tax cash flows using an appropriate rigkstdd rate of return (ANS — 17%,
Velocimed — 22%, ESI — 16%, IBI16%) that takes into account the uncertainty sumdmg the successful development of the projectsutyt
obtaining regulatory approval to market the undagyproducts in an applicable geographic regioredtimating future cash flows, the
Company also considered other tangible and intdéamgifsets required for successful developmenteofabulting technology from the IPR&D
projects and adjusted future cash flows for a ahaeflecting the contribution of these other tategénd intangible assets to the value of the
IPR&D projects.

At the time of acquisition, the Company expectsaaatjuired IPR&D will reach technological feasilyilibut there can be no assurance that the
commercial viability of these projects will actyable achieved. The nature of the efforts to devélepacquired technologies into commerci
viable products consists principally of planningsigining and conducting clinical trials necessarglitain regulatory approvals. The risks
associated with achieving commercialization inclualg are not limited to, delay or failure to olotaggulatory approvals to conduct clinical
trials, failure of clinical trials, delay or failarto obtain required market clearances, and phtigation. If commercial viability were not
achieved, the Company would not realize the origiastimated financial benefits expected for thewgegts. The Company funds all costs to
complete IPR&D projects with internally generatedic flows.
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Fiscal Year 200!

Savacor, Inc: In December 2005, the Company acquired priyateld Savacor to complement the Company’s devetoprafforts in heart
failure diagnostic and therapy guidance productghA date of acquisition, $45.7 million of the pluase price was expensed as IPR&D related
to projects that had not yet reached technolodézdibility and had no future alternative use. TRR&D acquired relates to in-process projects
for a device in clinical trials both in the Unit&dates and internationally that measures leftlgiressure and body temperature. The Company
expects to incur approximately $21 million to brithg device to commercial viability on a worldwidasis within five years. Because Savacor
is a development-stage company, the excess ofuttelgse price over the fair value of the net assesired is allocated on a pro-rata basis to
the net assets acquired. Accordingly, the majafitthe excess purchase price was allocated to IPRB®principal asset acquired.

Advanced Neuromodulation Systems, | In November 2005, the Company acquired ANS fmaex the Company’s implantable
microelectronics technology programs and provigeGompany immediate access to the neuromodulagigment of the medical device
industry. At the date of acquisition, $107.4 mitliof the purchase price was expensed as IPR&Derklat projects that had not yet reached
technological feasibility and had no future alteéivewnuse. The majority of the IPR&D acquired retate in-process projects for next-generation
Eon™ and Genesis® rechargeable implantable pulserg®r (IPG) devices as well as next-generatiaddehat deliver electrical impulses to
targeted nerves that are causing pain.

A summary of the fair values assigned to each acgss project acquired and the estimated totaltoasimplete each project as of the
acquisition date is presented below (in millions):

Assigned Estimated Total

Development Projects Fair Value Cost to Complete
Eon™ $ 67.2 $ 5.¢
Genesis™ 15.Z 2.7
Leads 23.7 0.4
Other 1.2 1.C
$ 107.¢ $ 10.C

In 2005, the Company incurred $0.5 million in castisited to these projects. The Company expedteto an additional $3.5 million in 2006,
$4.6 million in 2007 and $1.9 million in 2008 tary these technologies to commercial viability.

Velocimed, LLC: In April 2005, the Company acquired the busir@sgelocimed to further enhance the Company’sfpba of products in

the interventional cardiology market. At the datacquisition, $13.7 million of the purchase prigas expensed as IPR&D related to projects
for the Proxis™ embolic protection device that natlyet reached technological feasibility in th&Uand other geographies and had no future
alternative use. The device is used to help mirgrtiie risk of heart attack or stroke if plaque threo debris is dislodged into the blood stream
during interventional cardiology procedures. In 20the Company incurred $3.4 million in costs retdbto these projects. The Company exj



to incur an additional $3.6 million in 2006 and %illion in 2007 to bring this technology to commmial viability.

Endocardial Solutions, Inc In January 2005, the Company acquired ESI tindurenhance the Company’s portfolio of productdus treat
heart rhythm disorders. At the date of acquisit®&t.4 million of the purchase price was expenseldPR&D related to system upgrades that
had not yet reached technological feasibility aad ho future alternative use. These major systegnagies are part of the Ensite® system
which is used for the navigation and localizatidrnliagnostic and therapeutic catheters used ialdtbrillation ablation and other EP
catheterization procedures. During 2005, the Comjracurred $0.7 million in costs related to thesejects and in the third quarter of 2005,
Company achieved commercial viability and launckedite® system version 5.1 and the Ensite® Verisnsg@mentation tool.

Fiscal Year 200«

Irvine Biomedical, Inc. In October 2004, the Company acquired IBI taHer enhance the Compasyportfolio of products used to treat he
rhythm disorders. At the date of acquisition, $®illion of the purchase price was expensed for IBR&Ilated to projects for an ablation
system and therapeutic catheters that had noegehed technological feasibility and had no futlternative use. The majority of the IPR&D
relates to devices that are part of an ablatiotesysn which catheters are connected to a genendtimh delivers radiofrequency or ultrasound
energy through the catheter to create lesions gfirablation of cardiac tissue. In 2005 and 2004 Gbmpany incurred $0.5 million and $0.2
million, respectively, in costs related to thesej@cts and in the fourth quarter of 2005, the Camypachieved commercial viability and
received FDA approval to market the Cardiac Ablaf@enerator and Therapy™ EP catheters, expandin@Gompany’s therapeutic EP
portfolio. The remaining IPR&D relates to a cootlpablation catheter that allows for the infusidrsaline to cool the catheter tip electrode. In
2005 and 2004, the Company incurred $1.4 millioth 0.1 million, respectively, in costs relatedhistdevice. The Company expects to incur
an additional $1.5 million in 2006 to bring thiglwology to commercial viability.
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Special Charges (Credits)
Fiscal Year 200!

Symmetry™ Bypass System Aortic Connector Litigatiduring the third quarter of 2005, over 90% of tases and claims asserted involving
the Symmetry™ device were resolved. As a reswgtGbmpany reversed $14.8 million of the pre-tax.@2dillion special charge that was
recorded in the third quarter of 2004 to accrudégal fees in connection with claims involving tBgmmetry™ device. Additionally, the
Company recorded a pre-tax charge of $3.3 milliothe third quarter of 2005 to accrue for settleno@ists negotiated in these related cases.
These adjustments resulted in a net pre-tax beofe$it 1.5 million that the Company recorded in thied quarter of 2005 related to
Symmetry™ device product liability litigation. SBete 5 for further details on the outstanding &tign against the Company relating to the
Symmetry™ device.

Fiscal Year 200«

Symmetry™ Bypass System Aortic Connector Produaet Riscontinuance On September 23, 2004, management committeGadhgany to
a plan to discontinue developing, manufacturingrkating and selling its Symmetry™ device. The diecigo discontinue developing,
manufacturing, marketing and selling the Symmetmyé¥ice was primarily based on operating lossesriedurelated to the product over the
previous three years and the prospect of ongoirgatipg losses, resulting from a decrease in tinebeun of coronary artery bypass graft
surgery cases and an apparent slow down in thetiadagf off-pump procedures for which the Symmetrgi#vice was developed.

In conjunction with the plan, the Company recordgute-tax charge in the third quarter of 2004 &f.8Imillion. The charge was comprised of
$4.4 million of inventory write-offs, $4.1 millioof fixed asset write-offs, $3.6 million of saleswes, $1.3 million of contract termination and
other costs, primarily related to a leased facdityl $1.0 million in workforce reduction costs. $aeactivities and all payments required in
connection with the charge have been completed.

Symmetry™ Bypass System Aortic Connector Litigatiothe Company has been sued in various jurisdistity claimants who allege that the
Company’s Symmetry™ device caused bodily injurynight cause bodily injury. During the third quart#r2004, the number of lawsuits
involving the Symmetry™ device increased and thalmer of persons asserting claims outside of litigaincreased as well. The Company
determined that it was probable future legal feedefend the cases would be incurred and thatrtfoeiat of such fees was reasonably
estimable. As a result, the Company recorded dgxeharge of $21.0 million in the third quarter2®04 to accrue for legal fees in connection
with claims involving the Symmetry™ device.

Edwards LifeSciences Corporatic In December 2004, the Company settled a patémigement lawsuit with Edwards LifeSciences
Corporation and recorded a pre-tax charge of $3lliom

NOTE 8 — OTHER INCOME (EXPENSE)



(in thousands 2005 2004 2003
Interest incomu 19,52: $ 10,09 7,031
Interest expens (10,029 (4,810 (3,746
Equity method losse — (2,09 (3,530
Other (821 (1,95¢) (593
Other income (expens 8,67¢ $ 1,23¢ (83¢)
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NOTE 9 — INCOME TAXES
The Company'’s earnings before income taxes wererged from its U.S. and international operationfodlows (in thousands):
2005 2004 2003
u.s. $ 347,28: $ 327,61 281,68:
International 274,12 209,57! 173,42
Earnings before income tax $ 621,40« $ 537,19: 455,10°
Income tax expense consists of the following (iougands):
2005 2004 2003
Current:
U.S. federe 158,07! $ 96,15¢ 55,82
U.S. state and oth 22,88: 9,81« 4,213
Internationa 42,12¢ 30,62¢ 25,14¢
Total curren 223,08: 136,59¢ 85,18:
Deferred 4,83: (9,340 33,14¢
Income tax expens 227,91 $ 127,25¢ 118,32¢

The tax effects of the cumulative temporary differes between the tax bases of assets and liabditié their carrying amounts for financial

statement purposes are as follows (in thousands):

2005 2004
Deferred income tax asse
Net operating loss carryforwar 58,39¢ $ 22,44
Tax credit carryforwarc 33,80( 51,10¢
Inventories 83,53¢ 58,40¢
Accrued liabilities and otht 12,42 —
Deferred income tax ass 188,15¢ 131,95
Deferred income tax liabilitie:
Unrealized gain on availa-for-sale securitie (13,809 (9,81¢)
Property, plant and equipmt (21,21 (22,839
Intangible asse (210,31) (61,28)
Accrued liabilities and oth: — (1,820
Deferred income tax liabilitit (245,33() (95,759




Net deferred income tax (liability) ass $ (57,17) $ 36,19¢

The Company has not recorded any valuation alloéaicits deferred tax assets as of December 315 202004 as the Company believes
that its deferred tax assets, including the netaipey loss and tax credit carryforwards, will loélyf realized based upon its estimates of future
taxable income.

A reconciliation of the U.S. federal statutory inoe tax rate to the Company’s effective income &g s as follows (in thousands):

2005 2004 2003

Income tax expense at the U.S. fed

statutory rate of 35¢ $ 217,49: $ 188,01 $ 159,28
U.S. state income taxes, net of federal tax be 16,22¢ 12,91% 12,42°
International taxes at lower rat (47,606 (40,409 (39,03
Tax benefits from extraterritorial income exclus (9,149 (7,945 (7,177)
Tax benefits from domestic manufacturer's deduc (3,955 — —
Research and development cre: (23,509 (14,03) (12,019
Non-deductible IPR&D charge 68,08¢ 3,18t —
Section 965 repatriatic 26,00( — —
Finalization of tax examinatior (13,700 (13,982 —
Other (2,979 (4949) 3,83:
Income tax expens $ 227,91« $ 127,25t $ 118,32¢
Effective income tax rat 36.7% 23.1% 26.(%
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The 2005 effective income tax rate includes $26l0am of income tax expense on the repatriatio$500 million under the American Jobs
Creation Act of 2004 partially offset by the rearsf approximately $13.7 million previously recertincome tax expense due to the
finalization of certain tax examinations. The 2@ffective income tax rate includes the reversapygroximately $14.0 million previously
recorded income tax expense due to the finalizaifarertain tax examinations.

The Company’s effective income tax rate is favoraifected by Puerto Rican tax exemption grantctvinésult in Puerto Rico earnings being
partially tax exempt through the year 2012.

At December 31, 2005, the Company has $159.7 mitioU.S. federal net operating loss carryforwadd $3.3 million of U.S. tax credit
carryforwards that will expire from 2008 through?20f not utilized. The Company also has stateopetrating loss carryforwards of $27.4
million that will expire from 2010 through 2013 atak credit carryforwards of $44.9 million that lesan unlimited carryforward period. These
amounts are subject to annual usage limitations.ddmpany’s net operating loss carryforwards apoearily from acquisitions.

The Company has not recorded U.S. deferred incareston $405 million of its non-U.S. subsidiariesdistributed earnings, because such
amounts are intended to be reinvested outside tiited)States indefinitely.

NOTE 10 — RETIREMENT PLANS

Defined Contribution Plan: The Company has a 401(k) profit sharing plat grovides retirement benefits to substantiallyudl-time U.S.
employees. Eligible employees may contribute agréege of their annual compensation, subject &rtial Revenue Service limitations, with
the Company matching a portion of the employeestrdoutions. The Company also contributes a portibits earnings to the plan based upon
Company performance. The Company’s matching anfit giwaring contributions are at the discretiortttd Company’s Board of Directors. In
addition, the Company has defined contribution paots for employees in certain countries outsidduhiged States. Company contributions
under all defined contribution plans totaled $3®i0ion, $27.7 million and $24.0 million in 2005024 and 2003, respectively.

The Company has a non-qualified deferred compesrsatan that provides certain officers and emplsythe ability to defer a portion of their
compensation until a later date. The deferred artsoamd earnings thereon are payable to participantiesignated beneficiaries, at specified
future dates, upon retirement or death. The Compgaeg not make contributions to this plan or guasearnings. Funds in the plan are held
in a rabbi trust, which is a funding vehicle usegtotect deferred compensation benefits from warievents, excluding bankruptcy or
insolvency of the Company. The assets held indbeirtrust are not available for general corpopatgoses and are subject to creditor cle



in the event of insolvency. In accordance with EN®: 97-14 Accounting for Deferred Compensation Arrangemertend Amounts Earned
are Held in a Rabbi Trustthe assets of a rabbi trust are to be consotidaith those of the Company. The deferred compénséability,

which is recorded as a component of other long-tehilities, and the related assets held in thdorérust, which are recorded as a component
of other long-term assets, were approximately $8omand $70 million at December 31, 2005 and £0@spectively. During fiscal year
2005, the Company reclassified the deferred congimsliability from current liabilities to long-te liabilities.

Defined Benefit Plan: The Company has funded and unfunded definedfligrians for employees in certain countries ale¢ghe United
States. The Company had an accrued liability toga$il7.6 million and $17.1 million at December 2@05 and 2004, respectively, which
approximated the actuarially calculated unfundetility. The related pension expense was not nateri

NOTE 11 —- SEGMENT AND GEOGRAPHIC INFORMATION

Segment Information Effective January 1, 2005, the Company realigiteoperating segments and formed the Cardioligision and Atrial
Fibrillation Division. As a result, the Daig Divisn has been realigned to these respective divisidmesreportable segment information for all
periods presented has been reclassified to refleatew segment structure.

The Company’s five operating segments are CardiadtRn Management (CRM), Cardiac Surgery (CS), Nenardulation (Neuro),
Cardiology (CD) and Atrial Fibrillation (AF). Thednpany formed the Neuro operating segment in Now#r2b05 in connection with the
acquisition of ANS. Each operating segment focusedeveloping and manufacturing products for ispestive therapy area. The primary
products produced by each operating segment arkt €pRacemaker and ICD systems; CS — mechanicalissuk heart valves and valve
repair products; Neuro — neurostimulation devi€3;— vascular closure devices, guidewires, hemgstdtoducers and other interventional
cardiology products; and AF — EP catheters, adwhoaediac mapping systems and ablation systems.
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The Company has aggregated the five operating segritgo two reportable segments based upon theilas operational and economic
characteristics: CRM/CS/Neuro and CD/AF. Net safehe Company’s reportable segments include emstibawer revenues from the sale of
products they each develop and manufacture. Ths tududed in each of the reportable segmentstaijygy results include the direct costs of
the products sold to erxlsstomers and operating expenses managed by etteh r@portable segments. Certain operating exgense@aged b
the Company'’s selling and corporate functions atdncluded in the reportable segments’ operatiaditp Because of this, reportable segment
operating profit is not representative of the opiegaprofit of the products in these reportablersegts. Additionally, certain assets are man.
by the Company’s selling and corporate functiomsgpally including end-customer receivables, intggy, corporate cash and cash
equivalents and deferred income taxes. For managiemeorting purposes, the Company does not coropjptal expenditures by reportable
segment and, therefore, this information has nehlesented as it is impracticable to do so. dhewing table presents certain financial
information by reportable segment (in thousands):

CRM/CS/Neuro CD/AF Other Total

Fiscal Year 200!

Net sale $ 2,223,70. $ 691,57 $ — $ 2,915,28

Operating profi 1,231,14@ 263,210 (881,629 612,73(

Depreciation and amortization expe 67,76 21,79¢ 40,65 130,20¢

Total asset 1,936,91! 679,97: 2,227,95: 4,844,841
Fiscal Year 200-

Net sale: $ 1,748,74 $ 545,42 $ = $ 2,294,17.

Operating profi 1,015,62© 254,27(® (733,93) 535,95¢

Depreciation and amortization expe 38,53: 11,10¢ 36,117 85,75¢

Total asset 695,33( 339,09( 2,196,32 3,230,74
Fiscal Year 200:

Net sale $ 1,511,30! $ 421,20 $ — $ 1,932,5L

Operating profi 873,90: 202,00° (619,96¢) 455,94!

Depreciation and amortization expe 29,83¢ 8,301 38,54( 76,68:

Total asset 639,72: 147,27( 1,766,48! 2,553,48.

(@) Included in CRM/CS/Neuro 2005 operating profit BR&D charges of $107.4 million and $45.7 millialating to the
acquisitions of ANS and Savacor, respectively. Atsduded is an $11.5 million special credit relatio a reversal of a portion
of the Symmetry™ device product liability litigatiepecial charge recorded in 2004, net of settl¢mests.

(b) Included in CD/AF 2005 operating profit are IPR&Barges of $13.7 million and $12.4 million relatitogthe acquisitions ¢
Velocimed and ESI, respective



(c) Included in CRM/CS/Neuro 2004 operating profit apecial charges of $35.4 million related to Symgiétdevice product line
discontinuance and product liability litigatic
(d) Included in CD/AF 2004 operating profit is an IPR&Darge of $9.1 million relating to the IBI acqtiisn.

Net sales by class of similar products were ag¥el (in thousands

Net Sales 2005 2004 2003
Cardiac rhythm manageme $1,924,84 $1,473,77 $1,240,37!
Cardiac surget 273,87 274,97¢ 270,93
Neuromodulatiol 24,98: — —
Cardiology 437,76 388,58: 296,36
Atrial fibrillation 253,81( 156,84( 124,83t

$2,915,28I $2,294,17. $1,932,51.
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Geographic Information The following tables present certain geographiinancial information (in thousands):

Net Sales (a 2005 2004 2003
United State $ 1,709,91. $ 1,264,75! $ 1,129,05!
Internationa

Europe 683,01 577,05¢ 465,36
Japal 286,66( 267,72: 207,43:
Other (b 235,69! 184,63t 130,65¢
1,205,36! 1,029,41 803,45¢

$ 2,915,28! $ 2,294,17. $ 1,932,51.

(@) Net sales are attributed to geographies basedcatidn of the custome
(b) No one geographic market is greater than 5% ofalafeted net sale:

Long-Lived Assets 2005 2004 2003
United State $ 2,596,51. $ 1,042,69I $ 744,44:
Internationa

Europe 100,06¢ 102,17 96,52(
Japal 125,96: 148,31 152,77:
Othel 81,15¢ 74,35¢ 67,40¢
307,18t 324,84( 316,70(

$ 2,903,69! $ 1,367,53! $ 1,061,14!

NOTE 12 —- QUARTERLY FINANCIAL DATA (UNAUDITED)

Quarterly financial data for 2005 and 2004 is defes (in thousands, except per share amounts):

Quarter
First Second Third Fourth
Fiscal Year 2005
Net sale: $ 663,90¢ $ 723,65! $ 737,78( $ 789,93t
Gross profi 476,02¢ 522,63 537,04! 582,81
Net earning 119,35:(a) 101,48:(b) 167,78(c) 4,871(d)

Basic net earnings per sh $ 0.3: $ 0.2¢ $ 0.4¢€ $ 0.01



Diluted net earnings per shi

Fiscal Year 2004
Net sale
Gross profi
Net earning
Basic net earnings per sh
Diluted net earnings per shi

0.3z

548,57t
384,33:
95,15/
0.27
0.2¢

$ 0.27

$ 556,60:
395,15!
98,84:

$ 0.2¢
$ 0.27

$ 0.4¢ $
$ 578,31
400,32
91,17¢e)
$ 0.2€ $
$ 0.2¢ $

0.01

610,67(

435,31

124,75)
0.3t
0.3¢

@) Includes an IPR&D charge of $12.4 million relatiagthe acquisition of ES

(b) Includes an IPR&D charge of $13.7 million relatiagthe acquisition of Velocimed, as well as incaaeexpense of $27.0
million on the repatriation of $500 million undéret provisions of the American Jobs Creation AQ@d4.

(©) Includes a special credit of $7.2 million, netatés, for the reversal of a portion of the Symni#tigevice product liability
litigation special charge recorded in 2004, nedetflement costs. Also includes a $13.7 milliorersal of previously recorded
income tax expense due to the finalization of ¢eiiEx examinations as well as a contribution aP38illion, net of taxes, to the

Foundation

(d) Includes IPR&D charges of $153.1 million relatingthe acquisitions of ANS and Savacor, as well edaction in income tax
expense of $1.0 million on the repatriation of $B@0ion under the provisions of the American J@hrgation Act of 2004
(e) Includes special charges of $21.9 million, netaxes, relating to the discontinuance of the Symyi#tdevice product line and

product liability litigation.

® Includes an IPR&D charge of $9.1 million relatirgthe acquisition of IBI, as well as a special ¢geanf $3.4 million, net o
taxes, resulting from the settlement of certairepginfringement litigation. Also includes a $14ndllion reversal of previously
recorded income tax expense due to the finalizaifarertain tax examination

Five-Year Summary Financial Data

(In thousands, except per share amounts)

2005 (a) 2004 (b) 2003 2002 2001 (c)
SUMMARY OF OPERATIONS FOR THE
FISCAL YEAR:
Net sales $2,915,28 $2,294,17. $1,932,51. $1,589,92! $1,347,35
Gross profil $2,118,51! $1,615,12. $1,329,42. $1,083,98. $ 888,19°
Percent of net sali 72.1% 70.4% 68.8% 68.2% 65.5%
Operating profit $ 612,73( $ 535,95¢ $ 455,94 $ 369,95 $ 235,81¢
Percent of net sali 21.(% 23.4% 23.6% 23.2% 17.5%
Net earning: $ 393,49( $ 409,93: $ 336,77 $ 276,28 $ 172,59.
Percent of net sali 13.5% 17.$% 17.2% 17.2% 12.&%
Diluted net earnings per she $ 1.04 $ 1.1C $ 0.91 $ 0.7t $ 0.4¢
FINANCIAL POSITION AT YEAR END:
Cash and cash equivale $ 534,56¢ $ 688,04( $ 461,25 $ 401,86( $ 148,33
Working capital (d 406,75¢ 1,327,41 1,031,19 770,30« 500,87¢
Total asset 4,844,841 3,230,74 2,553,48; 1,951,37! 1,628,72
Long-term debt, including current portic 1,052,97 234,86! 351,81: — 123,12¢
Shareholdel" equity $2,883,04! $2,333,92! $1,601,63! $1,576,72 $1,183,74!
OTHER DATA:
Diluted weighted averac
shares outstandir 379,10¢ 370,99: 370,75: 366,00: 357,53:

Fiscal year 2003 consisted of 53 weeks. All otleral years noted above consisted of 52 weeksChimepany did not declare or pay any cash

dividends during 2001 through 2005.

€) Results for 2005 include $179.2 million of IPR&Dathes relating to the acquisitions of ANS, Savavetocimed and ESI.
Additionally, the Company recorded an after-taxciglecredit of $7.2 million for the reversal of artion of the Symmetry™



device product liability litigation special chargerorded in 2004, net of settlement costs. The Gayplso recorded after-tax
expense of $6.2 million as a result of a contrimutio the St. Jude Medical Foundation. The Comdsry recorded the reversal
of $13.7 million of previously recorded income &xpense due to the finalization of certain tax eérations, as well as $26.0

million of income tax expense on the repatriatié®®00 million under the provisions of the Americéobs Creation Act of
2004. The impact of all of these items on 2005eaehings was $190.5 million, or $0.50 per diluthdrs.

(b) Results for 2004 include af-tax special charges of $21.9 million relating te tiscontinuance of the Symmetry™ de\
product line and product liability litigation, aselas an after-tax special charge of $3.4 milliesulting from the settlement of
certain patent infringement litigation. Additionalthe Company recorded $9.1 million of IPR&D imgunction with the
acquisition of IBI. Also, the Company recorded teeersal of $14.0 million of previously recordeddme tax expense due to
finalization of certain tax examinations. The impatall of these items on 2004 net earnings was4tillion, or $0.06 per

diluted share

© Results for 2001 include aftéax special charges of $20.5 million and IPR&D ¢fesr of $10.0 million. The impact of all of th
items on 2001 net earnings was $30.5 million, oL ¥@er diluted shar

(d) Total current assets less total current liabilit

Certifications

The Company has filed as exhibits to its Annuald&epn Form 10-
K for the year ended December 31, 2005, the Chiethtive Office
and Chief Financial Officer certifications requirey section 302 of
the Sarbanes-Oxley Act. The Company has also stesfrilte
required annual Chief Executive Officer certificats to the New
York Stock Exchange.

Transfer Agent

Requests concerning the transfer or exchange oéshast stock
certificates, duplicate mailings, or change of agddrshould be
directed to the Company’s Transfer Agent at:

Computershare Trust Company, N.A.

P.O. Box 43023

Providence, Rhode Island 02940-3023
1.877.498.8861

www.equiserve.confAccount Access Availability)
Hearing impaired #TDD: 1.800.952.9245

Annual Meeting of Shareholders

The annual meeting of shareholders will be hel@t3® a.m. on
Wednesday, May 10, 2006, at the Minnesota Histb@eater, 345
Kellogg Boulevard West, St. Paul, Minnesota, 55102.

Investor Contact

To obtain information about the Company call 1.86Q.7664, visit
our website atvww.sjm.conor write to:

Investor Relations

St. Jude Medical, Inc.

One Lillehei Plaza

St. Paul, Minnesota 55117-9983

The Investor Relations (IR) section on St. Jude v website
includes all SEC filings, a list of analyst covezag/ebcasts and
presentations, financial information and a calermdampcoming

Corporate Governance
(See Company Information on website — www.Ssjm)com

 Principles of Corporate Governance
» Code of Business Conduct
e SEC Filings

Company Stock Splits

2:1 on 4/27/79, 1/25/80, 9/30/86, 3/15/89, 4/30800/02 and
11/1/04
3:2 on 11/16/95

Stock Exchange Listings

New York Stock Exchang
Symbol: STJ

The range of high and low prices per share foiGbmpany’s
common stock for fiscal 2005 and 2004 is set foelow. As of
February 14, 2006, the Company had 3,025 sharetsobdeecord.

Fiscal Year Ended

December 31 2005 2004
Quarter High Low High Low
First $41.8¢ $35.8( $39.5: $29.9(
Seconc $44.5( $34.4¢ $39.4¢ $35.0(C
Third $48.3¢ $42.8¢ $38.07 $31.1:
Fourth $52.8( $44.0C $42.9( $35.6¢
Trademarks

All product names appearing in this document eadegmarks owned
by, or licensed to, St. Jude Medical. Inc.



earnings announcements and IR events. St. JudeMadi

Newsroom features press releases, company bacldymofommation
fact sheets, executive bios, a product photo plastfand other med
resources. Patient profiles can be found on ousitelincluding the
patients featured in this year’'s annual report.

©2006 St. Jude Medical, In



Exhibit 21
ST. JUDE MEDICAL, INC.

SUBSIDIARIES OF THE REGISTRANT
as of 12/31/05

St. Jude Medical, Inc. Wholly Owned Subsidiaries:

» Pacesetter, Inc. — Sylmar, California, Scottsdatezona and Maven, South Carolina (Delaware crapion) (doing business as St. Jude
Medical Cardiac Rhythm Management Divisic

e St. Jude Medical S.C., In- Austin, Texas (Minnesota corporatic
—  Bio-Med Sales, Inc. (Pennsylvania corporati
—  Pacesetter Associates Il, Inc. (Ohio corporat
—  Pacesetter Associates, Inc. (Ohio corporat

e St. Jude Medical Europe, Ir- St. Paul, Minnesota (Delaware corporati
—  Brussels, Belgium branc

» St. Jude Medical Canada, I Mississauga, Ontario and St. Hyacinthe, Quebecai@ntCanada corporatio

* St. Jude Medical (Shanghai) Co., L- Shanghai, China (Chinese corporati
—  Beijing, Shanghai and Guangzhou representativeed

e St. Jude Medical (Hong Kong) Limite~ Central, Hong Kong (Hong Kong corporatic
—  Beijing, China representative offi
—  Korean and Taiwan branch offic
—  Mumbai, New Delhi, Calcutta, Chennai and Bangalbrdia branch office
—  Singapore representative offi

e St. Jude Medical, Inc., Cardiac Assist DivisioBt-Paul, Minnesota (Delaware corporation) (AssétSt. Jude Medical, Inc., Cardiac
Assist Division sold to Bard 1/19/9

» St. Jude Medical Australia Pty., L+~ Sydney, Australia (Australian corporatic

e St. Jude Medical Brasil, Ltd— Sao Paulo and Belo Horizonte, Brazil (Brazilianpmration)
» St. Jude Medical, Daig Division, In- Minnetonka, Minnesota (Minnesota corporati
e St. Jude Medical Colombia, Ltd- Bogota, Colombia (Colombian corporatic

e St. Jude Medical ATG, In~ Maple Grove, Minnesota (Minnesota corporati

» St. Jude Medical (Thailand) Co., Li- Bangkok, Thailand (Thailand corporatic

» Epicor Medical, Inc— Sunnyvale, California (Delaware corporatic

» Irvine Biomedical, Inc- Irvine, California (California corporatior

* Frank Merger Corporatio— (Delaware corporatior

» Velocimed, Inc— Maple Grove, Minnesota (Delaware corporati

* Velocimed DMC, Inc- Maple Grove, Minnesota (Delaware corporati

* Velocimed PFO, Inc- Maple Grove, Minnesota (Delaware corporati

* Endocardial Solutions, In— St. Paul, Minnesota (Delaware corporati
—  Endocardial Solutions NV/SA (Belgian Corporati

e Savacor, Inc- Los Angeles, California (Delaware Corporati

» Light Merger Corporatior (Delaware Corporatior



« St. Jude Medical Argentina S.I- Buenos Aires, Argentina (Argentinean corporati

» Advanced Neuromodulation Systems, |- Plano, Texas (Texas Corporatic
—  Quest Acquisition Corf— Plano, Texas (Texas Corporatic
—  Hi-Tronics Designs, In— Budd Lake, New Jersey (New Jersey Corporal
—  Neurc-Regeneration, In— Plano, Texas (Texas Corporatic
—  Micronet Medical, Inc- Plano, Texas (Minnesota Corporati
—  Hug Centers of America I, In— Plano, Texas (Delaware Corporatic
—  SPAC Acquisition Corp— Wilmington, Delaware (Delaware Corporatic

—  ANS Germany GmbH (German corporatic

— Advanced Neuromodulation Systems, UK Limited (Udiikingdom corporation

— Advanced Neuromodulation Systems Australia Pty teéchi(Australian corporatior
—  Advanced Neuromodulation Systems France S.A.Sn(ffreorporation

e SJM International, Inc— St. Paul, Minnesota (Delaware corporati

—  Tokyo, Japan branc
—  St. Jude Medical Delaware Holding LLC (Delawareited liability company’

SJM International, Inc. Wholly Owned Legal Entiti&irectly and Indirectly):

* St. Jude Medical Holland Finance C.V. (Netheriliwhited partnership) (ownership of St. Jude Mabdolland Finance C.V. is shared by
SJIM International, Inc. and St. Jude Medical Delantdolding LLC)
—  St. Jude Medical Luxembourg S.a r.l. (Luxemboungpocation) (wholly owned subsidiary of St. Jude adlHolland Financi
C.V.)
—  St. Jude Medical Investments B.V. (Netherlands a@ion headquartered in Luxembourg) (wholly owsatsidiary of
St. Jude Medical Luxembourg S.a r
—  St. Jude Medical Nederland B.V. (Netherlands oafion) (wholly owned subsidiary of St. Jude Medlic
Investments B.V.
—  St. Jude Medical Enterprise AB (Swedish corporatieadquartered in Luxembourg) (wholly owned sulasjdof
St. Jude Medical Investments B.\
—  St. Jude Medical Puerto Rico B.V. (Netherlands ooapon) (wholly owned subsidiary of St. Jude Medi
Enterprise AB]
—  Puerto Rico branch of St. Jude Medical Puerto Bida
—  St. Jude Medical Coordination Center (Belgium braotSt. Jude Medical Enterprise A
—  St. Jude Medical AB (Swedish corporation) (whollyred subsidiary of St. Jude Medical Enterprise .
—  St. Jude Medical Holdings B.V. (Netherlands cogpion) (wholly owned subsidiary of St. Jude Medlica
Investments B.V.
—  Getz Bros. Co. Ltd. (Japanese corporation) (whmiyed subsidiary of St. Jude Medical Holdings B
—  St. Jude Medical India Private Limited (Indian congtion) (wholly owned subsidiary of St. Jude Medi
Holdings B.V.)
—  St. Jude Medical (Singapore) Pte. Ltd. (Singagomorporation) (wholly owned subsidiary of St.dud
Medical Holdings B.V.!
- St. Jude Medical (Malaysia) Sdn Bhd (Malaysian ooafion) (wholly owned subsidiary of St. Jude Mat

Holdings B.V.)

—  St. Jude Medical Taiwan Co. (Taiwan corporatiomdlly owned subsidiary of St. Jude Medical Holdi
B.V.)

—  St. Jude Medical Korea YH (Korean corporationh@ily owned subsidiary of St. Jude Medical Holdings
B.V.)

e St. Jude Medical Sweden AB (Swedish corporat

e St. Jude Medical Danmark A/S (Danish corporat

e  St. Jude Medical (Portuge Distribuicdo de Produtos Médicos, Lda. (Portugwesgoration)
* St. Jude Medical Export Ges.m.b.H. (Austrian coafion)

e St. Jude Medical Medizintechnik Ges.m.b.H. (Austgarporation

e St. Jude Medical Italia S.p.A. (Italian corporait



St.

St.

Jude Medical Belgium (Belgian corporatis

Jude Medical Espafia S.A. (Spanish corpora

St.

St.

St.

St.

St.

St.

St.

Jude Medical France S.A.S. (French corpora

Jude Medical Finland O/y (Finnish corporati

Jude Medical Sp.zo.o. (Polish corporati

Jude Medical GmbH (German corporati

Jude Medical Kft (Hungarian corporatic

Jude Medical UK Limited (United Kingdom corptioa)

Jude Medical AG (Swiss corporatic

UAB “St. Jude Medical Balt” (Lithuanian corporation

St.

Jude Medical Medizintechnik AG (Swiss corpaaji

H-Solutions SA (French corporatio

Nexus Medical Sarl (French corporatic




Exhibit 23
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We consent to the incorporation by reference is Arinual Report (Form 10-K) of St. Jude Medicat. lof our reports dated February 16,
2006, with respect to the consolidated financialeshents of St. Jude Medical, Inc., St. Jude Médita. management’s assessment of the
effectiveness of internal control over financigboeting, and the effectiveness of internal contnegr financial reporting of St. Jude Medical,
Inc., included in the 2005 Annual Report to Shaldéis of St. Jude Medical, Inc.

Our audits also included the financial statemehedale of St. Jude Medical, Inc. listed in Itema)§?). This schedule is the responsibility of
St. Jude Medical, Inc.’s management. Our respditgiis to express an opinion based on our autfiteur opinion, as to which the date is
February 16, 2006, the financial statement scheddézred to above, when considered in relatiothéobasic financial statements taken as a
whole, presents fairly in all material respectsitifermation set forth therein.

We also consent to the incorporation by referendbé Registration Statement No. 33-9262, Registr&@tatement No. 33-41459, Registration
Statement No. 33-48502, Registration StatemenBRx4435, Registration Statement No. 333-42945jdRegjon Statement No. 333-42658,
Registration Statement No. 333-42668, Registrafitmtement No. 333-96697, Registration StatemenBR8.127381 and Registration
Statement No. 333-130180 on Form S-8 of St. Judaiddk Inc. of our reports dated February 16, 20G& respect to the consolidated
financial statements of St. Jude Medical, Inc.J8tle Medical, Inc. management’s assessment effbetiveness of internal control over
financial reporting, and the effectiveness of intrcontrol over financial reporting of St. Juded¥al, Inc., incorporated herein by reference,
and our report included in the preceding paragkaitin respect to the financial statement schedulstofude Medical, Inc. included in this
Annual Report (Form 10-K) of St. Jude Medical, Inc.

/sl Ernst & Young LLP
Minneapolis, MN
March 10, 2006




Exhibit 24

POWER OF ATTORNEY

KNOW ALL BY THESE PRESENTS, that each person whsig@ature appears below constitutes and appoimgDa& Starks, John C.
Heinmiller and Kevin T. O’Malley, each with full peer to act without the other, his or her true aaafll attorney-in-fact and agent with full
power of substitution, for him or her and in hisher name, place and stead, in any and all capsctt sign the Annual Report on Form 10-K
of St. Jude Medical, Inc. for the fiscal year en@stember 31, 2005, and any or all amendmentsdoAsmual Report, and to file the same,
with all exhibits thereto, and other documentsanreection therewith, with the Securities and Exgga@ommission, and to file the same with
such other authorities as necessary, grantingeath such attorney-ifact and agent full power and authority to do aetdfigrm each and eve
act and thing requisite and necessary to be doaedrabout the premises, as fully to all intent$ purposes as he or she might or could do in
person, hereby ratifying and confirming all thatkeauch attorney-in-fact and agent, or his sulistitmay lawfully do or cause to be done by
virtue hereof.

IN WITNESS WHEREOF, this Power of Attorney has bsgmed on this 18 day of March, 2006, by the following persons.

/s/ DANIEL J. STARKS /s/ MICHAEL A. ROCCA
Daniel J. Stark Michael A. Rocce
Chairman, President and Chief Executive Off Director

(Principal Executive Officer

/s/ JOHN C. HEINMILLER /s/ DAVID A. THOMPSON
John C. Heinmille David A. Thompsor
Executive Vice President ai Director

Chief Financial Office!
(Principal Financial and Accounting Office

/s/ JOHN W. BROWN /s STEFAN K. WIDENSOHLEF
John W. Browr Stefan K. Widensohle

Director Director

/s/ RICHARD R. DEVENUTI /s/ WENDY L. YARNO

Richard R. Devenu Wendy L. Yarnc

Director Director

/s/ STUART M. ESSIG /s/ FRANK C-P YIN

Stuart M. Essi¢ Frank C-P Yin

Director Director

/sl THOMAS H. GARRETT Il

Thomas H. Garrett Il
Director




Exhibit 31.1

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Daniel J. Starks, certify that:

1. | have reviewed this annual report on Forr-K of St. Jude Medical, Inc

2. Based on my knowledge, this report does not comtajnuntrue statement of a material fact or ométéde a material fa
necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading
with respect to the period covered by this ref

3. Based on my knowledge, the financial statement$,atimer financial information included in this repdairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented
in this report;

4, The registrar’s other certifying officer and | are responsibledstablishing and maintaining disclosure contanid procedure
(as defined in Exchange Act Rules 13a-15(e) and1Hd)) and internal control over financial repogtias defined in Exchange
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and proceduregused such disclosure controls and procedures ¢esigned under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is
made known to us by others within those entitiestigularly during the period in which this rep@tbeing preparec

b) Designed such internal control over financial réjpg; or caused such internal control over finahaporting to be
designed under our supervision, to provide readeregsurance regarding the reliability of finanecegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registrant’sld&ire controls and procedures and presentedsimgjort our
conclusions about the effectiveness of the disctosantrols and procedures, as of the end of tHegeovered by this
report based on such evaluation; i

d) Disclosed in this report any change in the regmtsanternal control over financial reporting tratcurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has
materially affected, or is reasonably likely to ev@lly affect, the registra’s internal control over financial reporting; ¢

5. The registrar' s other certifying officer and | have disclosedsdrhon our most recent evaluation of internal amver financia
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions

a) All significant deficiencies and material weaknessethe design or operation of internal contradiofmancial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaaad report financial
information; anc

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

Date: March 16, 2006

/s/ DANIEL J. STARKS

Daniel J. Starks
Chairman, President and Chief Executive Officer




Exhibit 31.2

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, John C. Heinmiller, certify that:

1. | have reviewed this annual report on Forr-K of St. Jude Medical, Inc

2. Based on my knowledge, this report does not comtajnuntrue statement of a material fact or ométéde a material fa
necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading
with respect to the period covered by this ref

3. Based on my knowledge, the financial statement$,atimer financial information included in this repdairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented
in this report;

4, The registrar’s other certifying officer and | are responsibledstablishing and maintaining disclosure contanid procedure
(as defined in Exchange Act Rules 13a-15(e) and1Hd)) and internal control over financial repogtias defined in Exchange
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and proceduregused such disclosure controls and procedures ¢esigned under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is
made known to us by others within those entitiestigularly during the period in which this rep@tbeing preparec

b) Designed such internal control over financial réjpg; or caused such internal control over finahaporting to be
designed under our supervision, to provide readeregsurance regarding the reliability of finanecegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registrant’sld&ire controls and procedures and presentedsimgjort our
conclusions about the effectiveness of the disctosantrols and procedures, as of the end of tHegeovered by this
report based on such evaluation; i

d) Disclosed in this report any change in the regmtsanternal control over financial reporting tratcurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has
materially affected, or is reasonably likely to ev@lly affect, the registra’s internal control over financial reporting; ¢

5. The registrar' s other certifying officer and | have disclosedsdrhon our most recent evaluation of internal amver financia
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions

a) All significant deficiencies and material weaknessethe design or operation of internal contradiofmancial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaaad report financial
information; anc

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

Date: March 16, 2006

/s/ JOHN C. HEINMILLER

John C. Heinmiller
Executive Vice President and Chief Financial Office




Exhibit 32.1

CERTIFICATION PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of St. JudedMal, Inc. (the “Company”) on Form 10-K for therjgel ended December 31, 2005 as filed

with the Securities and Exchange Commission (theptit”), |, Daniel J. Starks, Chief Executive Oéfimf the Company, certify, pursuant to
18 U.S.C. 81350, as adopted pursuant to SectioroBe Sarbanes-Oxley Act of 2002, that:

1. The Report fully complies with the requirementsSetction 13(a) or 15(d) of the Securities Exchangeof1934; anc

2. The information contained in the Report fairly gets, in all material respects, the financial ctodiand results of operations
the Company

/s/ DANIEL J. STARKS

Daniel J. Starks

Chairman, President and Chief Executive
Officer

March 16, 2006




Exhibit 32.2

CERTIFICATION PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of St. JudedMal, Inc. (the “Company”) on Form 10-K for therjgel ended December 31, 2005 as filed

with the Securities and Exchange Commission (theptiRt”), |, John C. Heinmiller, Chief Financial @#r of the Company, certify, pursuant
to 18 U.S.C. 81350, as adopted pursuant to Se@06rof the Sarbanes-Oxley Act of 2002, that:

1. The Report fully complies with the requirementsSetction 13(a) or 15(d) of the Securities Exchangeof1934; anc

2. The information contained in the Report fairly gets, in all material respects, the financial ctodiand results of operations
the Company

/s/ JOHN C. HEINMILLER

John C. Heinmiller

Executive Vice President and
Chief Financial Officer

March 16, 2006




