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PART |
Iltem 1. Business.

We are a leader in the development, manufacturesaledof proprietary, disposable medical connedigsiems for use in vascular
therapy applications. Our devices are designguidtect patients from catheter related bloodstredettions and healthcare workers from
exposure to infectious diseases through accideetadlesticks. We are also a leader in the prooluct custom 1.V. systems and we
incorporate our proprietary products into manyhafse custom 1.V. systems. We are also a significemufacturer of critical care medical
devices, including catheters, angiography kits @ardiac monitoring systems.

Until the late 1990s, our primary emphasis in paidievelopment, sales and marketing was disposabtical connectors for use in
I.V. therapy, and our principal product was the GIEA In the late 1990s, we commenced a transitiomfa product-centered company to an
innovative, fast, efficient, low-cost manufactuoércustom I.V. systems, using processes that wieumetan be readily applied to a variety of
disposable medical devices. This strategy has edald to capture revenue on the entire 1.V. deliggstem, and not just a component of the
system.

In 1993, we launched the CLAVE, an innovative one-piece, needleless |.V. conoaalevice that accounted for approximately 38%
of our revenue in 2007, exclusive of CLAVES incaigted into custom I.V. systems. We believe thatGhAVE offers superior infection
control benefits for the patient and for healthgan@viders a combination of safety, ease of udihiéty and cost effectiveness that is superior
to any other protective 1.V. connection systemtmnmarket. It allows protected, secure and stekeconnections without needles and
without failure-prone mechanical valves used inltkle connection systems of some competitors. ThAVE is a successor to our protected
needle products first introduced in 1984. We desibthe CLAVE to eliminate needles from certainl@aions in acute care hospitals, home
healthcare, ambulatory surgical centers, nursimgd®) convalescent facilities, physicians’ offiamgdical clinics, and emergency centers.
Reduction in the use of needles not only decreasedlesticks but also reduces the number of netmlles disposed of and certain safety risks
inherent in needle handling and disposal.

We are reducing our dependence on our current jetapy products by introducing new products andesys. We are expanding our
custom products business through increased satasd@al product manufacturers and independerilalisors. We also contract with group
purchasing organizations and independent dealemonks for inclusion of our non-critical care CLAVd&hd custom products in the product
offerings of those entities. Under one of our H@sp\greements, we manufacture all new customgyétems for sale by Hospira and jointly
promote the products under the name SetSdtrde majority-owned subsidiary is developing a needical device for use in detecting
coronary heart disease; sales depend on the surfoeffsrts to develop and market the device, dile can be no certainty that those efforts
will succeed. In 2005, we acquired Hospira’s Salké City manufacturing facility and entered inte tanufacturing, Commercialization and
Distribution Agreement (“MCDA”) to produce Hospisainvasive monitoring, angiography products andageother products they had
manufactured at that facility. Custom .V., custontical care and custom oncology products accedifdr approximately $58.5 million or
31% of total revenue in 2007. Sales of criticakcaroducts, excluding custom critical care, werg.84nillion in 2007. T here is no assurance
that we will be successful in finding acquisitiopportunities, or in acquiring companies or produstghat we will successfully integrate them
into our existing business.

The principal products that we have introduceckeirent years are the SPIROS™ Closed Male Conné&gémie™ Closed Vial Access
Device and a line of custom 1.V. therapy sets djmdly designed for use in Oncology. A DyePod™ @ast Management System, TEGO™
Hemodialysis Connector, a new Y-CLAVE connectorhvittegral check valve and the Orbit 90™ diabet&ge will further expand our
custom sets market and angiography market wittouarspecialty components.

We currently sell substantially all of our produtdd.V. product manufacturers and independentibistors. Hospira, our largest
customer, accounted for 73% of our worldwide res=nin 2007.

First person pronouns used in this Report, suc¢ivas “us,” and “our,” refer to ICU Medical, Inc.ral its subsidiaries unless context
requires otherwise.

Our website address is http://www.icumed.com. \Wékeravailable our Annual Reports on Form 10-K, @rlr Reports on Form 10-
Q and Current Reports on Form 8-K free of chargeuwmwebsite as soon as reasonably practicablefdiftg them with the Securities and
Exchange Commission. We also have our code ofefiosted on our website. The information on oelpsite is not incorporated into this
Annual Report.




I.V. Products

I.V. therapy lines, used in hospitals, and ambujattinics, consist of a tube running from a botifeplastic bag containing an I.V.
solution to a catheter inserted in a patient’s vdihe tube typically has several injection port¥ esites (conventionally, entry tubes coveret
rubber caps) to which a secondary I.V. line casdiected to permit constant intravenous admiristraof medications, fluids and nutrients,
and to allow instantaneous intravenous administnatf emergency medication.

Prior to the introduction of needlesafe connectoosyentional practice was to make, primary .\&teyn connections by inserting an
exposed steel hollow-bore needle attached to theapy 1.V. line into an injection port connectedtte catheter. Conventional secondary I.V.
connections, so called piggyback connections, wexde by inserting an exposed steel hollow-borelredthched to a secondary I.V. line into
an injection port or other I.V. connector. In tedsV. connections, the needles, which typicallyeveecured only with tape, could detach from
the catheter or injection port resulting in discection and a serious and sometimes fatal inteoomf the flow of the I.V. solution to the
patient. The exposed needles could easily be con#ed by contact with unsterile objects or thitoggntact with fluid in the 1.V. lines.
Accidental needlesticks from contaminated neediesresult in infection to healthcare workers aedslfrequently, patients.

Hepatitis B and C and HIV are transmitted throufifotd and other body fluids, and workers who comegdntact with such infectious
materials are at risk of contracting these disea$eansmission may occur from needlesticks by amimated needles or exposure of mucous
membranes to infectious body fluids containing bltaces. Following each needlestick, the heafthemployer is required to perform a
series of tests on the healthcare worker for batpdtitis B and C and HIV, as well as track and re@@ach needlestick incident. Thus,
needlesticks result in time lost from work and $ab8al expense regardless of whether transmissiam infectious disease is detected. By
eliminating needles from primary and secondary ¢dhnections, our protective 1.V. connectors préaecidental needlesticks in those
applications.

Heightened awareness of the risk of infection freedlesticks and the substantial expense to headtipcoviders of complying with
regulatory protocols when needlesticks occur haded growing demand for safe medical devices sisobur needleless I.V. connectors. This
awareness has also lead to significant federabtatd legislation. The federal Needlestick Saéety Prevention Act, enacted in 2000,
modified standards promulgated by the OccupatiSa#tty and Health Administration (“*OSHA”") to reqeiiemployers to use needle-safe
systems where appropriate to reduce risk of injargmployees from needlesticks. This was a sicpuifi expansion of the previous OSHA
mandate that “universal precautions” be observeditomize exposure to blood and other body fluitts1998, the State of California enacted
the bloodborne pathogen standard under the stateigpational safety and health statute. This stahchandates use of needlestick prevention
controls, including needleless systems. Califowda the first state to enact such legislation,sinde then many other states have enacted
similar legislation. Our devices will allow a h#adare provider to be compliant with any of thetsmdards.

Hospital Acquired Infection (HAI) is a substant@ncern for healthcare providers today. HAI cardesed by a variety of issues, |
being having a vascular catheter which becomesaountted with bacteria. The result is what is kn@sra Catheter Related Bloodstream
Infection (CRBSI) and has a high rate of patientlmitity and mortality. In October 2008 The CentlensMedicare Services (CMS) will enac
ruling where they will cease reimbursement payni@nHAI that are a result of Vascular Catheter Agdated Infections. The average reported
cost for treatment of a single CRBSI is $60,000 #nedruling CMS will discontinue payment for theseenses fiscal year 2009. The CLAVE
technology is designed to prevent bacterial contation of the vascular catheter and will assisttheare facilities in the effort to reduce these
types of infections. We believe that the CLAVE kastain design features that are important foptieeention of CRBSI. Additionally, we
believe that these important design features aravailable in competitive products.

CLAVE Products

Prior to the introduction of needle-safe connegtarsonventional 1.V. line terminated with a maler connector to which a hollow-
bore needle would be attached to penetrate a tategn-latex rubber covered injection port to makaimary or secondary 1.V. connection.
With the CLAVE system, instead of attaching a heHbore needle to the male luer, a CLAVE is used atglof the injection port and the m
luer, without a needle, is simply threaded into@&AVE with a half turn. The CLAVE consists of glimdrical housing, which contains a
silicone compression seal and an internal blunbgkn As the luer tip enters the CLAVE housinglépresses the silicone seal back into the
housing and slides over the blunt cannula, whiafepates through the pre-slit silicone. Fluid ateda in the blunt cannula create a continuous
fluid pathway from the I.V. line, through the CLAMRto the primary 1.V. line and into the cathetdie luer tip creates a tight seal against the
top of the silicone thereby preventing contamindirtm entering the fluid pathway or fluid from epaag the connection. When the L.V. line is
disconnected from the CLAVE, the silicone comprassieal expands to again fill the housing and tekeapening. When the CLAVE is not
in use, the silicone compression seal fills thenopg in the housing and covers the internal blamnwla, thus completely sealing the connector
and presenting a flush surface that can be cleamgkdn alcohol swab. The CLAVE contains no natuabber latex.
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Emergency medications can be administered througICLAVE by using a standard syringe without a ldgranic needle attached.
The CLAVE can be used with any conventional penigpher central vascular access systems, both foows and arterial applications. The
resilience of the silicone compression seal permipgated connections and disconnections with@laécang the CLAVE.

The Y-CLAVE is designed to be integrated directljoi primary and secondary 1.V. sets, thus elimimathe need for special adapters,
pre-slit injection ports, or metal needles when imglpiggyback I.V. connections. The Y-CLAVE wilbhreplace CLAVE products used in
non-piggyback connections. Unlike the original GtRAsite, the Y-CLAVE is marketed exclusively to I.set manufacturers, such as Hospira,
to build directly into their I.V. sets or used by im our custom I.V. sets.

The CLAVE is our largest selling product line, aamtounted for $72.3 million of our revenue in 20@L.AVE products and Custom
I.V. systems including one or more CLAVEs accourftedb106.8 million of our revenue in 2007.

The MicroCLAVE ®is smaller than the standard CLAVE but is functibnsimilar. The MicroCLAVE has a feature whereamp
disconnection of an I.V. administration set or sg#, there is a neutral displacement of fluid. Etigsws clinicians to utilize known protocols
without the risk of device failure and a salinesfiregimen which reduces cost and exposure to kteddre MicroCLAVE is intended for use
on all peripheral and central catheters, whichvedl@ to be used throughout the Hospital and resllioe items that the Hospital may need to
carry and the educational burden of having multi@eices. The MicroCLAVE is being marketed as aeesion of the CLAVE product line
for use where the infection control, neutral displaent and saline flush features are advantageous.

Custom L.V. Systems

In the late 1990’s, we entered into the marketfmtom 1.V. systems. To promote the growth oftibsiness, we have developed
innovative software systems and manufacturing eeg known as SetMaker that permits us to desigistam 1.V. set to a hospital’'s or
clinician’s exact specifications, commence producin Mexico or Italy within less than a day afteg receive the customer order and ship
smaller orders of the custom |.V. sets to the austowithin three days of receipt. While we areatsp of meeting customer demand on this
accelerated three-day schedule, in normal circumstawe ship within twenty-one to thirty days afaipt of the customers’ order. This is a
fraction of the time required by other custom sanaofacturers. The use of sophisticated desigreriongl and order tracking systems and
streamlined assembly and distribution processes/alls to sell custom I.V. sets at prices substyilower than those charged by other
producers of custom L.V. sets.

Under a 2001 agreement with Hospira, we manufactilireew custom 1.V. sets for sale by Hospira, #reltwo companies jointly
promote the products under the name SetSource curnent term of the agreement extends to 2014es%d custom 1.V. systems continue to
increase as a result of the agreement and we efgpwdr significant increases in sales of custovh systems, although there is no assurance
that such increases will be achieved.

We have committed significant resources to thdegjia initiative to expand our custom 1.V. systeusibesses and expect to incur
additional expenses for continuing software develept and enhancements in the manufacturing prodesslate, most of the 1.V. set sales
volume is in custom I.V. systems, and we expesettihicontinue.

During 2007, net sales of custom 1.V. systems vepmroximately $45.3 million, 39% of the custom I94les were with domestic
distributors, 40% with Hospira and the balance fintarnational sales.

CLC2000®

The CLC2000 is a one piece, swabbable connectartaseonnect I.V. lines to catheters, which is eegred to prevent the back-flow
of blood into the catheter. The CLC2000 does roiit the use of needles, thereby ensuring comgiiavith needldree policies of healthca
providers. The CLC2000 also contains no natutalben latex. The CLC2000 was developed to redumtéireg) of catheters because of “back-
flow” when the I.V. line is disconnected. The CLAD® consists of a “T" shaped cylindrical housindpiet contains a poppet that is depressed
as the luer tip enters the CLC2000. Fluid flowsusud the poppet and through the housing and itac#theter. When the luer is removed from
the CLC2000, a portion of the fluid remaining i thousing is expelled out through the tip of thineser while a constant positive pressure is
maintained to prevent any back-flow into the cathet

The CLC2000 is typically used on central venoubetars where catheter occlusion is most prevaléenerally, when an I.V. line is
disconnected from the catheter, there is a badk-fibblood from the patient’s vein into the cathret&hat blood in time coagulates and
occludes the catheter. Occlusion (“clotting offf)catheters requires expensive drugs and procedor@lush” the catheter, or if those
procedures are not effective, replacement of thigetar. We concentrate the marketing of the CLC20086re its “no back-flowfeatures are ¢
maximum benefit in patient care. These are gelydtarapies that use long-term indwelling centthous catheters such as oncology and
long-term infusion of medication. CLC2000 accounfier $5.2 million of our revenue in 2007.
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102® valve

The 102 Valve is the first one-way or two-way ddedivery system. It functions as a single unitromiultiple “ganged” units as a
manifold, for use primarily in anesthesia and caiticare. It provides the safety features of donraatic oneway valve, yet allows aspiration,
two-way function by simply pushing a button. The22Valve can be used in place of products suchogeacks and check valve manifolds.
We actively commenced sales in April 2000. Our nfacturing focus has been on anesthesia and criaral usage and we are selling the 102
Valve only as part of I.V. sets that we manufactusales of |.V. sets containing 102 Valves wengraximately $6.3 million in 2007 and are
included in custom 1.V. systems.

Critical Care Products

Critical care products are used to monitor vitghsias well as specific physiological functionkey organ systems. On May 1, 2005,
we acquired Hospira’'s Salt Lake City manufactufiagjlity and entered into a twenty-year MCDA witlogpira, under which we produce for
sale, exclusively to Hospira, substantially all greducts that Hospira had manufactured at thattfacHospira retains commercial
responsibility for the products we are producimgluding sales, marketing, pricing, distributionstomer contracts, customer service and
billing. The critical care products we manufactare invasive hemodynamic monitoring systems ttetaed to monitor cardiac function and
blood flow in critically ill patients. They incluedall components of the invasive monitoring systertept capital equipment such as computers
and monitors, which continue to be manufacturedvefere by Hospira. Our sales of critical care potslwere $56.0 million in 2007. The
products we manufacture, almost all of which aspdsable, are the following.

Pressure monitoring deviceBisposable pressure-sensing devices provide aecanal continuous blood pressure readings and show
the immediate effect of fluid management and ddmiaistration. These products are used most corhnmmpatients with suspected
pulmonary disease or cardiovascular dysfunction.

Blood sampling systemBlood sampling systems provide the clinician vétbonvenient, needleless method to obtain a patielatod
sample and to administer 1.V. fluids or drugs imjcmction with blood pressure monitoring devic@hey are designed to protect the clinician
from exposure to bloodborne pathogens and redecesgk of 1.V. line contamination.

Angiography kitsA broad range of devices for use in the cardidkbeatarization laboratory enable physicians to nwrthe function o
the heart and examine the coronary arteries. aheyarious types of “Left Heart” and “Right Heaprbcedural kits which include manifolds,
syringes, stopcocks, specialized injection tubind dye management systems, many of which contasspre-sensing devices, and waste
management systems.

Advanced sensory cathete@atheters used to measure cardiac output and bkoggen levels. Depending on specific design,ghes
catheters contain up to five lumens and use filp¢ics to continuously measure mixed venous oxygéuration, blood pressure and cardiac
output. They may also permit administration ofdtiand drugs, monitoring patient temperature ardgures and blood sampling.

Pulmonary artery thermodilution catheteGatheters used for cardiac output determinatituisl, and drug administration,
temperature and pressures and blood sampling. ridépeon specific design, these catheters confaito dive lumens.

Multi lumen central venous cathete@atheters used for monitoring central venous pres®lood sampling, and simultaneous
administration of multiple 1.V. solutions or drugsindividual flow rates.

We manufacture all critical care products sold mspira in the United States and all catheters IsplHospira outside the United
States.

Custom Critical CareA substantial portion of the invasive monitoringlaangiography products are custom products designegtet
the specific needs of the customer. Most of tlitecat care products can be sold in custom systemngaining specific components to meet the
specific needs of the customer, and in some casstym made or acquired components. We believeawesignificantly expand the market
custom invasive monitoring and angiography prodttotsugh cost savings using our proprietary lowteoanufacturing techniques, although
there is no assurance that we will succeed in this.




Other Products and Revenues

We have a significant number of patents on thenelciyy in our products and methods used to manufachem. We have
continuing royalty, license fee and revenue shacerne from our technology and from time to time megeive license fees or royalties from
other entities for the use of our technology.

New Product:

We are developing several new products that weaéhte introduce in 2008 and later. We believe irative products continue to be
important to maintaining and increasing our sategls.

We have a 94% interest in a company developingramedical device for screening for heart diseaBee device in the design stage,
uses new technology, and completion of a marke@léce is expected to take at least several y@aaost somewhat in excess of our cut
investment. There is no assurance that a fundtamace will be developed or as to the timing otost of completing a marketable device.

In 2006, we launched, the TEGO Connector producgva connector for use as an infection control dedor use with dialysis
catheters. In 2006, we introduced the Orbit 9belies set. In 2007, we introduced SPIROS, a moadd luer connection device, and a line of
I.V. therapy products used primarily for the defiwef hazardous medications such as chemotheraphwifireleased can have harmful effe
to the healthcare worker and environment. Salésesfe new products were only $2.2 million in 2@@d were adversely impacted by
constraints on production capacity. We expectaeehadequate tooling and capacity in 2008. Thene isssurance as to the levels of sales we
will achieve with the new products or whether pretibn will have adequate capacity for a succedafuich of these products.

Marketing and Distribution

The influence of managed care and the growing tteward consolidation among healthcare provideeslae driving forces behind
our sales and marketing strategies. Many heakhmanviders are consolidating to create econonfigsale and to increase negotiating power
with suppliers. In an effort to further controlsts, many of these consolidated groups are entariagong-term contracts with medical
suppliers at fixed pricing. In this changing mangkace, we believe it is becoming increasingly amant to secure contracts with major buying
organizations in addition to targeting specific lttezare providers.

As of December 31, 2007, we employed 81 produatiafists worldwide to support our medical produ@mafacturing customers’
and our independent domestic distributors. Oudpcospecialists call on prospective customers,ahetnate products and support progran
train the salespeople and customers’ staffs iruigeof our products.

Medical Products Manufacturel

We have a strategic supply and distribution refediop with Hospira, a major 1.V. product suppli&hich has a significant share of-
U.S. I.V. set market under contract. The agreemerg to 2014 and confers to Hospira conditionalwesive and nonexclusive rights to
distribute certain of our CLAVE and other produtttcertain categories of customers both in theadn@tates and foreign countries.

Hospira purchases CLAVE products packaged sepwgratetiistribution to healthcare providers and irllofor assembly into
Hospira’s full range of 1.V. products. The MicroBVE, 102 Valve, CLC2000, Lopez Valve and Rhino prot are purchased and packaged
separately.

Under another agreement with Hospira that extemd®»tcember 2014, we have the exclusive right toufaature all new custom
gravity 1.V. sets for sale by Hospira, other thhage custom sets that Hospira was manufacturirgyéefe entered into the agreement in 2C
Hospira and we jointly promote the products untiername SetSource. Hospira is the exclusive aneeroasive distributor and co-promoter
of SetSource products to certain categories obousts, including SetSource products containing bothpanies’ proprietary products.

Under the MCDA with Hospira, which runs to 2025, manufacture produce for sale, exclusively to Hasubstantially all the
products that Hospira had manufactured at thels&k City facility that we purchased from Hospina2005. The majority of the products
under the MCDA are critical care products. Hospatains commercial responsibility for the produgtsproduce, including sales, marketing,
distribution, pricing, customer contracts, custosevice and billing. We manufacture all criticake products sold by Hospira in the United
States and all catheters sold by Hospira worldwide.

Worldwide sales to Hospira accounted for approxa@lyai 3%, 77% and 74% of revenue in 2007, 2006 &b 2respectively. The
loss of Hospira as a customer would have a sigmifiadverse effect on our business and operatsujtse
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Independent Domestic Distributc

As of December 31, 2007, we had approximately 88pendent distributors in the United States anca@amvho employ
approximately 675 salespeople in the aggregatevich accounted for approximately 16% of our revesniin 2007, 14% in 2006 and 16% in
2005. We include Canada as “domestic” for admiaiste purposes. Distributors purchase and stoclpooducts for resale to healthcare
providers.

No single independent distributor accounts for mbem three percent of revenue in 2007. Altholnghloss of one or more of our
larger distributors could have an adverse affeaarbusiness, we believe we could readily loc#herndistributors in the same territories who
could continue to distribute our products to thesaustomers.

International

International distribution is concentrated prindip#& Europe, Asia Pacific, Southeast Asia, Laimerica, South Africa and the
Middle East. Foreign sales (excluding Canada) autenl for approximately 13%, 10% and 8% of our nexs in each of the years ended
December 31, 2007, 2006 and 2005, respectivelyofAecember 31, 2007, we had approximately 4Zmatigonal distributors. Customers in
Europe are served by our distribution operatioltaty. We serve the rest of the world from ouriliies in the U.S. and Mexicowe have fou
business development personnel serving Europeiaseiving Asia Pacific , Southeast Asia, the Malflast, Africa and Latin America. We
expect to add more business development persam2€l08. Administrative operations are in Roncanoveorthern Italy (at the site of our
assembly plant) and San Clemente. Currently hihnsents from the United States are invoiced in.ddlars and sales from Italy are invoic
in Euros.

Under the MCDA, we manufacture all catheters saiside the United States by Hospira. We curresiélyver those products to
Hospira in the United States, for export by Hosparaship directly to a Hospira facility outsideetbnited States. Hospira retains commercial
responsibility for those products.

Manufacturing

Manufacturing of our products involves injectioniding of plastic and silicone parts, manual andmated assembly of the molded
plastic parts, needles and other components, gualittrol inspection, packaging and sterilizati?fle mold all of our proprietary components,
and perform all assembly, quality control, inspagtipackaging, labeling and shipping of our produgur manufacturing operations function
as a separate group, producing products for th&etiag and sales groups.

We own a fully integrated medical device manufaotyfacility in Salt Lake City, Utah with approxirtedy 450,000 square feet. This
building includes approximately 82,500 square tdetlass 100,000 clean room space, approximatej0B6square feet of other manufacturing
space, approximately 104,000 square feet of wasghspace and approximately 155,000 square fedticé space. We acquired the Salt Li
City manufacturing facility from Hospira in 20051 2006, we completed significant improvementshtat facility and moved all production in
San Clemente, consisting of molding and automasedrably of CLAVE and certain other products, ta Sake City. As of December 31,
2007, this facility was equipped with approximatéfyinjection molding machines and ancillary equémtnand approximately 40 automated or
semi-automated assembly machines. These soplestjdaghly automated assembly systems are destgmachimize human intervention and
assemble the CLAVE, Y-CLAVE, MicroCLAVE, CLAVE viaccess spike, CLC2000, 102 Valve, RF150 and aticadrcare products,
including catheters, angiography kits and cardiaitoring systems. The assembly systems are cusésigned and manufactured for us. A
mold maintenance shop supports the repair and erainte needs of our molding operation and manufsgome of our production molds.

In addition, the mold maintenance shop servesrasearch and development prototype shop, andagiizivanced computer assisted design
systems and automated machining equipment.

Most of our manual assembly is done at our facilitiEnsenada, Baja California, Mexico. This fagilias approximately 241,000
square feet of production and warehousing spacearmdectron beam sterilizer. Principal produsteanbled manually are 1.V. therapy
systems and custom angiography systems and kit¢dpez Valve, and CLAVE ancillary products andessories and critical care products.

In 2007, we initiated a significant initiative tmprove production processes, called the “ICU PriddnSystem” or “IPS”, which we
believe will enable us to further improve our mauiéiring efficiency. We started IPS in our Mexfaoility in 2007 and are starting it in our
Salt Lake City facility in 2008.

Our state-of-the-art injection molding technologndaighly automated assembly systems are designeaintain a high level of
product quality and achieve high volume productibfow unit manufacturing costs. To achieve trebeantages and to gain greater control
over raw material and finished product deliverygsnwe mold our entire requirements of proprietaojded
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components. The raw materials for our molding apen are principally resins and silicones, andg¢hmaterials are available from several
sources. Generic, “off-the-shelf” items are pusgthfrom outside vendors unless significant coshga can be achieved by molding in-
house. We have no contracts with our supplierebeyhe terms of purchase orders issued.

The majority of the non critical care products wamafacture are sterilized in processes which wserelh beam (“e-beamtadiation.
Most critical care products and other certain pobslare currently sterilized in processes usingrgamadiation or ethylene oxide gas (“EO”).
The products we assemble in Italy are sterilizedgigamma radiation. We have our own sterilizafexility at our plant in Mexico that is
used to sterilize most of the product assemblédérico. All other sterilization is done by indepkamt contractors.

In 2006, we purchased a 21,000 square foot buildeay the facility we bought in northern Italy i608. We assemble 1.V. therapy
systems at that plant, and it also serves as owp€an distribution center.

We also have a 37,500 square foot facility in Vernmoonnecticut, where we previously manufacturedRbinctur-Guard products, a
product line we discontinued in January 2007. Bhiding is currently leased to an unrelated conypand MedScanSonics, Inc, our 94%
owned subsidiary, subleases a portion of the mgldiWe expect to sell the building, but the timafghe sale, if any, is uncertain.

In 2008, we will begin building a manufacturing plan China to use for molding components for prdduhat will be sold in markets
outside of China. We expect this facility to beeggtional in early 2009.

Government Regulation

Government regulation is a significant factor ie tlevelopment, marketing and manufacturing of eadpcts. The Food and Drug
Administration (“FDA”") regulates medical product mdacturers and their products under a numberatfitgts including the Food, Drug and
Cosmetic (“FDC") Act, and we and our products arkjact to the regulations of the FDA. The FDC privides two basic review procedures
for medical devices. Certain products may qudbfya submission authorized by Section 510(k) ef fIDC Act, under which the manufactu
gives the FDA a pre-market notification of the miaaturer’s intention to commence marketing the patd The manufacturer must, among
other things, establish that the product to be etarkis substantially equivalent to another legadfrketed product. Marketing may comme
when the FDA issues a letter finding substantialiejence. If a medical device does not qualifytfee Section 510(k) procedure, the
manufacturer must file a pre-market approval (“PNIApplication. This requires substantially moreeesive pre-filing testing than the
Section 510(k) procedure and involves a signifilgaloinger FDA review process. FDA approval of a Rlslpplication occurs only after the
applicant has established safety and efficacydcsétisfaction of the FDA. Each of our current ptd has qualified, and we anticipate that
new products that we are likely to market will gfyalfor the expedited Section 510(k) clearancecprture. However, certain of our new
products may require a lengthier time for clearahe® we have experienced in the past and thereeao assurance that a PMA application
will not be required. Further, there is no assoeathat other new products we develop or any matwfers that we might acquire, or claims
that we may make concerning those products, wali§ufor expedited clearance rather than the ntione consuming PMA procedure or that,
in any case, they will receive clearance from tB&F FDA regulatory processes are time consumirgyexpensive. Uncertainties as to time
required to obtain FDA clearances or approvalscadiersely affect the timing and expense of newdyet introductions. All of the regulat
products that we currently manufacture are classifis Class Il medical devices by the FDA. Classeldical devices are subject to
performance standards relating to one or more &spéthe design, manufacturing, testing and perforce or other characteristics of the
product in addition to general controls involvingnepliance with labeling and record keeping requisats.

We must comply with FDA and European Council Direx93/42/EEC (ISO) regulations governing medicalide manufacturing
practices. The FDA, State, Foreign Agencies ai@ &juire manufacturers to register and subjectufaaturers to periodic FDA, State,
Foreign Agencies and ISO inspections of their mactwfring facilities. We are a FDA and ISO registemedical device manufacturer, and
must demonstrate that we and our contract manutasteomply with the FDA'’s current Quality Systeragrlations (“QSR”). Under these
regulations, the manufacturing process must belaggriand controlled by the use of written procedwand the ability to produce devices that
meet the manufacturer’s specifications must bedatdid by extensive and detailed testing of evetical aspect of the process. They also
require investigation of any deficiencies in thenmfacturing process or in the products produceddstdiled record keeping. Further, the F
and ISO's interpretation and enforcement of thegglirements has been increasingly strict in regeats and seems likely to be even more
stringent in the future. Failure to adhere to QB8R KO standards would cause the products prodiodee considered in violation of the
applicable law and subject to enforcement actibhe FDA and ISO monitor compliance with these regaents by requiring manufacturers to
register with the FDA and ISO, and by subjectingntito periodic FDA inspections of manufacturinglfdes. If a FDA or ISO inspector
observes conditions that might be violative, thenafacturer must correct those conditions or expllagm satisfactorily, or face potential
regulatory action that might include physical remloof the product from the marketplace.
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We believe that our products and procedures agermpliance with all applicable FDA and ISO reguwas. There is nho assurance,
however, that other products we are developingadyrcts that we may develop in the future will beaced by the FDA and classified as
Class Il products, or that additional regulatioastricting the sale of our present or proposed ymtsiwill not be promulgated by the FDA, ISO
or agencies in other jurisdictions. In additiohanges in FDA, ISO or other federal or state healtivironmental or safety regulations or their
applications could adversely affect our business.

To market our products in the European Communi&C("), we must conform to additional requirementshef EC and demonstrate
conformance to established quality standards apticaple directives. As a manufacturer that desigmanufactures and markets its own
devices, we must comply with the quality managenstandards of EN ISO 13485. Those quality standarelsimilar to the QSR regulations.

Manufacturers of medical devices must also confareC Directives such as Council Directive 93/42IEEMedical Device
Directive”) and their applicable annexes. Thoggulations assure that medical devices are bothesafesffective and meet all applicable
established standards prior to being marketeddarEt. Once a manufacturer and its devices arerifoomance with the Medical Device
Directive, the “CE” Mark may be affixed to its dees. The CE Mark gives devices unobstructed ¢ataji the member countries of the EC.

We have demonstrated conformity to the regulatioBN ISO 13485 and the Medical Device Directive avelaffix the CE Mark to
our device labeling for product sold in member daes of the EC.

We believe our products and systems are in cong@iavith all EC requirements. There can be no asea; however, that other
products we are developing or products that we desglop in the future will conform or that additedmegulations restricting the sale of our
present or proposed products will not be promultyatethe EC.

Competition

The market for I.V. products and critical care prots is intensely competitive. We believe that ability to compete depends upon
our continued product innovation, the quality, cemience and reliability of our products, accesdistribution channels, patent protection, and
pricing. We encounter significant competition imsstmarket both from large established medical ciemanufacturers and from smaller
companies. Our ability to compete effectively degeeon our ability to differentiate our productséd on safety features, product quality, cost
effectiveness, ease of use and convenience, assvellr ability to perceive and respond to changusjomer needs. In the long term, we
expect that our ability to compete will continuebi affected by our ability to reduce unit manufisicly costs through improved production
processes and higher volume production.

Our present and future products compete with nézstid.V. connection systems like those marketeBdmter Healthcare
Corporation, B. Braun Medical, Inc. (“B. Braun”)aftlinal Healthcare (“Cardinal”), Becton Dickinsd®i) and others. Although we believe
that our needleless CLAVE has distinct advantages competing systems, there is no assurancettét be able to compete successfully
with these products.

The market for critical care devices is highly catifive. Competition is based on pricing, custosenvice and product features. 1
overall market for the critical care products wenmfacture has been declining in recent years, andtbat period, Hospira was losing market
share to its competitors. Under the MCDA we hastalgished specific resources to support the saldsnarketing efforts of these products
and are pursuing new products and new productresato increase the sales of these product lifasre is no assurance that these efforts will
be successful.

Manufacturers of products with which we currenthmpete, or might compete in the future, includgdéatompanies with an
established presence in the healthcare productsetreand substantially greater financial, marketing distribution, managerial and other
resources. In particular, Baxter, Cardinal, Hasphresenius and B. Braun are leading distribuibtd/. therapy systems, Edwards Life
Sciences has a significant share of the criticed catheter market, invasive monitoring disposablasket and arterial blood sampling system
market, while NAMIC, formerly part of Boston Sciditt, and Merit Medical are competitive in the aogiaphy kit market. Several of these
competitors have broad product lines and have beecessful in obtaining full-line contracts witlsignificant number of hospitals to supply
substantially all of their product requirementshiese areas. In order to achieve greater markettyzgion or maintain our existing market
position, we have established strategic relatigrshiith Hospira.

We believe the success of the CLAVE has, and wilitimue to motivate others to develop one-piecelleéess connectors, which may
incorporate many of the same functional and physicaracteristics as the CLAVE. We are aware ofiaber of such products. We believe
some of those products were developed by compariescurrently have the distribution or financiapedilities equivalent to or greater than
those that we have, and by other companies thédelieve do not have similar capabilities, althogsgme of those products may be distributed
in the future by larger companies that do have sagabilities. We believe these products have hada@erate impact on our CLAVE business
to date, but there is no assurance that our cuorefioture products will be able to successfullynpete with these or future products developed
by others.




In June 2004, Cardinal Health, Inc. (“Cardinal’fjaced Alaris. Alaris manufactures a connectot ttampetes with the CLAVE.
Cardinal is the largest distributor of healthcaredoicts in the United States, and the companies hamounced their intent to increase market
share growth beyond what Alaris might be able tuexe@ on its own. We believe the ownership of Bléy Cardinal could adversely affect
our market share and the prices for our CLAVE poisiu

We believe that our ability to compete in the costrroducts market depends upon the same factastiaf our existing products, t
will be particularly affected by cost to the custamand delivery times. While we believe we havesadiages in these two areas, there is no
assurance that other companies will not be abtetapete successfully with our custom products.

Patents

We have United States and certain foreign patemtbe® CLAVE, CLC2000, Orbit 90, 102 Valve, TEGOjdRILock technology,
Custom Set Design and Manufacturing Methods. Wee lagplications pending for additional United S¢edead foreign patents on TEGO, Y-
CLAVE with integral check value, Orbit 90, CLC200DI.AVE, SPIROS Closed Male Connector, Genie Cloged Access Device and
Custom Set Design and Manufacturing Methods. Hpéra&tion dates of our patents range from 20080232 While we no longer manufact
and sell the Click Lock and Piggy Lock, the patdrdse considerable value for potential use in otlesices.

Our success may depend in part on our ability tainlpatent protection for our products and to afgewithout infringing the
proprietary rights of third parties. While we hadaained certain patents and applied for additibiméted States and foreign patents covering
certain of our products, there is no assuranceaimatidditional patents will be issued, that thepscof any patent protection will prevent
competitors from introducing similar devices ortthay of our patents will be held valid if subseqtlechallenged. We also believe that
patents on the Click Lock products may have beed tlaat patent protection on the CLAVE may be, intgoat in preventing others from
introducing competing products that are as effectis our products. The loss of patent protectio@IoAVE, CLC2000 or Click Lock produc
could adversely affect our ability to exclude othenufacturers from producing effective competitiveducts and could have an adverse
impact on our financial results.

United States patents related to our principal petglexpire as follows:

Product Expiration dates
CLAVE® connectol 12/2011- 07/2016
CLC200(® connectol 12/2016

Click Lock® connectol 11/2014- 11/2015
Custom Set Design and Manufactur 01/2021

Orbit 9(® infusion set 03/2022- 11/2023

Hospira owns many patents on critical care andrggheducts manufactured under the MCDA and hastgdans a license to use those
patents to produce products under the MCDA. Any patents will be owned by us, Hospira or jointlyus and Hospira under terms speci
in the MCDA.

The fact that a patent is issued to us does noirgte the possibility that patents owned by otneaiy contain claims that are
infringed by our products.

There has been substantial litigation regardingmtadnd other intellectual property rights in thedical device industry. Litigation,
which would result in substantial cost to us andiirersion of our resources, may be necessaryfendais against claimed infringement of the
rights of others and to determine the scope anditsabf the proprietary rights of others. Advereterminations in such litigation could
subject us to significant liabilities to third piag or could require us to seek licenses from thadies and could prevent us from manufactu
selling or using our products, any of which couétvé a material adverse effect on our businesaddition, we have initiated litigation, and
will continue to initiate litigation in the futurég enforce our intellectual property rights agathese we believe to be infringing on our pate
Such litigation could result in substantial cosd aiversion of resources.
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Employees

At December 31, 2007 we had 1,696 full-time empésyeonsisting of 162 engaged in sales, marketidgadministration, and 1,534
in manufacturing, molding, product development guédlity control, including 1,042 in Mexico. We coantt with independent temporary
agencies to provide some production personnel whoat our employees. At December 31, 2007, tmebau of temporary production
personnel was 100.

Item 1A. Risk Factors.

In evaluating an investment in our common stockegtors should consider carefully, among othergshithe following risk factors, i
well as the other information contained in this AahReport and our other reports and registratiatesents filed with the Securities and
Exchange Commission.

Because we are dependent on Hospira for a subatgrtrtion of our sales, any change in our arrangens with Hospira causing a decline
our sales to it could result in a significant redioa in our sales and profits.

We depend on Hospira for a high percentage of aleissU.S. sales to Hospira were approximately F128llion in the year ended
December 31, 2007. The table below shows our tetednue and percentage of total revenue attribeitabyarious types of customers for 2007
and 2006 (dollars in millions):

Years Ended December 31

2007 2006
Hospira (U.S.) $ 129.7 69% $ 148.4 74%
Other manufacturel 2.7 1% 2.1 1%
Domestic distributor 29.k 16% 27.7 14%
International custome! 23.7 13% 20.€ 1C%
Other revenui 2.5 1% 2.8 1%

Our principal agreements with Hospira are the MCBAirategic supply and distribution agreementrfost of our other medical
devices in the domestic and international marketsem agreement to sell Hospira custom 1.V. systenospira; the latter two agreements
extend through 2014.

The U.S. market for critical care products has kdemiining in recent years and our sales of cilite@ae products to Hospira declined
in 2007 compared to 2006. We expect further deslin 2008. If the market for critical care conts to decline or if we have significant
decreases in our prices to Hospira under the MCizAdre not offset by increased sales volume, tical care sales could continue to
decline, resulting in a substantial reduction to gales and profits.

Under the terms of our agreements with Hospirduding the MCDA, we are dependent on the markeding sales efforts of Hospira
for a large percentage of our sales, and Hosptermines the prices at which the products thatelle® Hospira will be sold to its customers.
Hospira has conditional exclusive rights to sellXME and our other products as well as custom Iygtems under the SetSource program in
many of its major accounts, and exclusive rightsetb products we produce under the MCDA. If Hoap& unable to maintain its position in
marketplace, our sales and operations could berselyeaffected.

In 2004, Hospira substantially reduced its purchaseCLAVE products because it was reducing iteiteries of our products. This
caused a significant reduction in our sales anddeadnet loss in the third and fourth quarter@@d4. If the steps we have taken to monitor and
control the amount of Hospiminventory of CLAVE products to avoid future intery reductions are not successful we could expedeshar
fluctuations in sales of CLAVE products to Hosgimahe future.

Our ability to maintain and increase our marketgteation depends on the success of our arrangesigniospira and Hospira's
arrangements with major buying organizations amdlitlity to renew such arrangements, as to whiehetis no assurance. Our business could
be materially adversely affected if Hospira ternt@sats arrangement with us, negotiates lower prisells more competing products, whether
manufactured by themselves or others, or otheralises the nature of its relationship with us. Altlgh we believe that Hospira views us as a
source of innovative and profitable products, thiemnego assurance that our relationship with Hospitbcontinue in its current form.

In contrast to our dependence on Hospira, our m@hcompetitors in the market for protective Iddnnection systems are much
larger companies that dominate the market for prdducts and have broad product lines and largeniat distribution networks. In many
cases, these competitors are able to establishsixelrelationships with large hospitals, hospitadins, major buying organizations and home
healthcare providers to supply substantially athefir requirements for I.V. products. In additiove
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believe that there is a trend among individual itatpand alternate site healthcare providers twsalidate into or join large major buying
organizations with a view to standardizing and litg price advantages on disposable medical pitsditiese factors may limit our ability to
gain market share through our independent deateronke, resulting in continued concentration of satie and dependence on Hospira.

If we are unable to reduce substantially the cdshanufacturing products that we sell to Hospiralenthe MCDA, our financial performan
may be adversely affected.

The prices at which we sell products to Hospira tliedgross margins that we realize under the MCBpethd on the cost savings that
we expect to achieve in producing those producs blospira’s cost to manufacture the same prochidtse date we purchased the Salt Lake
City facility from Hospira. Achieving substantiabst reductions requires moving manufacturing op@matto lower-cost locations and the
development and implementation of innovative maciwfidng and assembly processes and techniqueseWhihave succeeded in reducing
costs to date, there is no assurance of the ldegarsuccess of these efforts, and recent dedlineduction volumes of critical care products
because of reduced sales of those products to Haspiffsetting some of the cost savings previpasiiained. If we are unable to achieve the
cost savings that we expect, our profits on praglo@nufactured under the MCDA will be adverselgetiéd.

Expansion of our manufacturing facilities may resuolinefficiencies which could have an adverseafbn our operations and financial resu

In the fourth quarter of 2006, we experienced giggnt production inefficiencies following a largecrease in production volume in
Mexico and the transfer of San Clemente produdtioBalt Lake City. In 2007, we expanded our MexXaxility and anticipate further
increases in volume at that facility, resultingaimincrease to the workforce. Turnover among nepleyees is unusually high in Mexico, and
the additional time spent in classroom training andhe job training could create production ireéncies in Mexico in the future. The
addition of new products will require additional leiag in Salt Lake City, manual assembly work inx¥® and eventually additional
automated assembly work in Salt Lake City. Theafbf any inefficiencies can be particularly exgiea in Salt Lake City because of the high
fixed costs in this highly automated facility. Exysions of our production capacity will requirensfigant management attention to avoid
inefficiencies of the type experienced in 2006.

If we are unable to manage effectively our intergralwth or growth through acquisitions of companigssets or products, our financ
performance may be adversely affec

We intend to continue to expand our marketing asttidution capability internally, by expanding csales and marketing staff and
resources and may expand it externally, by acdpistboth in the United States and foreign mark&ts.may also consider expanding our
product offerings through further acquisitions ofrgpanies or product lines. We intend to build addél production facilities or contract for
manufacturing in markets outside the United Stdteseduce labor costs and eliminate transportatiahother costs of shipping finished
products from the United States and Mexico to austs outside North America. In 2008, we expectegif building a manufacturing plant in
China to use for molding components for producés #ill be sold in markets outside of China. Weexot this facility to be operational in ec
2009. The expansion of our manufacturing, marketitstribution and product offerings both intetpand through acquisitions or by contract
may place substantial burdens on our managememiness and financial controls. Decentralizatiomsgembly and manufacturing could place
further burdens on management to manage thosetmpes,cand maintain efficiencies and quality cohtro

The increasing burdens on our management resoanckefnancial controls resulting from internal gtbvand acquisitions could
adversely affect our operating results. In addjtexguisitions may involve a number of specialgiskaddition to the difficulty of integrating
cultures and operations and the diversion of mamagés attention, including adverse short-terma#en our reported operating results,
dependence on retention, hiring and training of pessonnel, risks associated with unanticipatetlpros or legal liabilities and amortization
of acquired intangible assets, some or all of whiichld materially and adversely affect our operaiand financial performance.

Because we are dependent on the CLAVE for a majtiop of our sales, any decline in CLAVE salesldaasult in a significant reduction i
our sales and profits.

For the year ended December 31, 2007, CLAVE pradactounted for approximately 38% of our revenuks#96 of our revenue
including custom I.V. systems incorporating a CLAV®/e depend heavily on sales of CLAVE productpgeeilly sales of CLAVE products
to Hospira. Most of our CLAVE sales are in the @ditStates, where we expect our growth in salesobenate in the future as further
penetration of markets available to our existingtomers in the United States becomes increasinfiigult. Future significant sales increases
for CLAVE products may depend on increases in sallesistom 1.V. systems, expansion in the inteoratl markets or acquisition of new
customers in the United States. We cannot giveaasyrance that sales of CLAVE products will incegiaglefinitely or that we can sustain
current profit margins on CLAVE products indefiryte
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We believe that the success of the CLAVE has mtetaand will continue to motivate, others to depebne piece needleless
connectors. In addition to products that emulagectiaracteristics of the CLAVE, it is possible thtters could develop new product concepts
and technologies that are functionally equivalerguperior to the CLAVE. If other manufacturerssegsfully develop and market effective
products that are competitive with CLAVE produc@$ AVE sales could decline as we lose market staard/or we could encounter sustained
price and profit margin erosion.

If our efforts to increase our custom products hass are not successful or we cannot increase sal@her products and develop ne
commercially successful products, our sales maygrow.

Our future success may be dependent both on tlessiof our strategic initiative to increase sutis#ly our custom product
business and develop significant market sharemofgtable basis and on new product development.t@al sales of custom products
including custom L.V. products, custom critical€g@roducts and custom oncology products, were $88lion in the year ended December
2007, compared with $56.4 million in the year enBettember 31, 2006. Sales of custom 1.V. produci®ased by 15% in 2007 over 2006,
24% in 2006 over 2005, and 23% in 2005 over 20Bdles of custom critical care products decline&4y million in 2007 to $12.6 million.
The success of our custom product sales prograhnegilire a larger increase in sales in the futoas was achieved in 2007 and there is no
assurance that such an increase will be achievedstained. Although we are seeking to continugetgelop a variety of new products, there is
no assurance that any new products will be commiérauccessful or that we will be able to recoter costs of developing, testing, produc
and marketing such products. Certain healthcaréymtamanufacturers, with financial and distributiesources substantially greater than ours,
have developed and are marketing products intetudfdfill the same functions as our products.

International sales pose additional risks relateccbmpetition with larger international companiasdeestablished local companies, «
possibly higher cost structure, our ability to ofeneign manufacturing facilities that can operatefitably, higher credit risks and exchan
rate risk.

We have undertaken a program to increase signtficanr international sales, and have distributmrangements in all the principal
countries in Western Europe, the Pacific Rim antinLAmerica, and in South Africa. We plan to sellnhost other areas of the world.
Currently, we export from the United States and Mexnost of our products sold internationally. @uincipal competitors in international
markets are a number of much larger companies khsisvemaller companies already established ircthentries into which we sell our
products. Our cost structure is often higher the 6f our competitors because of the relativefjhigost of transporting product to the local
market as well as our competitors’ lower local labosts in some markets. For these reasons, antbagspwe expect to open manufacturing
facilities in foreign locations. In 2008, we expéztegin building a manufacturing plant in Chin&e expect this to be operational in early
2009. There is no certainty that we will be abl®pen local manufacturing facilities or that théeilities will operate on a profitable basis.

Our international sales are subject to higher tirégks than sales in the United States. Many ofdistributors are small and may not
be well capitalized. Payment terms are relativehgl Our prices to our international distributamstside of Europe, for product shipped to the
customers from the United States or Mexico are denated in U.S. dollars, but their resale pricessat in their local currency. A decline in
the value of the local currency in relation to th&. dollar may adversely affect their ability tafitably sell in their market the products they
buy from us, and may adversely affect their abtiitynake payment to us for the products they puwehlaegal recourse for non-payment of
indebtedness may be uncertain. These factors mtitibate to a potential for credit losses.

We distribute products in Europe through our subsjdin northern Italy. Sales and most other teatisns by this subsidiary are
denominated in Euros. As the Euro-denominated sadesase in relation to our total sales, a dedlinde value of the Euro in relation to the
U.S. dollar could have an adverse effect on ouontep operating results. There is no assurance the tgrowth of this subsidiary or its future
operating results.

Continuing pressures to reduce healthcare costs adagrsely affect our prices. If we cannot reduemufiacturing costs of existing and new
products, our sales may not grow and our profitéypinay decline

Increasing awareness of healthcare costs, pubécest in healthcare reform and continuing presBore Medicare, Medicaid and
other payers to reduce costs in the healthcaresindwas well as increasing competition from ofheatective products, could make it more
difficult for us to sell our products at currentgas. In the event that the market will not aceaptent prices for our products, our sales and
profits could be adversely affected. We believe tha ability to increase our market share and afgeprofitably in the long term may depend
in part on our ability to reduce manufacturing sash a per unit basis through high volume
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production using highly automated molding and asdemsystems. If we are unable to reduce unit mastufang costs, we may be unable to
increase our market share for CLAVE products or toag market share to alternative products, inagaiompetitors’ products. Similarly, if
we cannot reduce unit manufacturing costs of nemdyets as production volumes increase, we may aable to sell new products profitably
or gain any meaningful market share. Any of theseilts would adversely affect our future resultsdrations.

If we are unable to compete successfully on theslmproduct innovation, quality, conveniencegcprand rapid delivery with large
companies that have substantially greater resouasgblarger distribution networks, we may be unablenaintain market share, in which c
our sales may not grow and our profitability maydutversely affected.

The market for I.V. products is intensely compedtiWe believe that our ability to compete depeanuisn continued product
innovation, the quality, convenience and reliapitif our products, access to distribution chanmasent protection and pricing. The ability to
compete effectively depends on our ability to déftiate our products based on safety featuresluptajuality, cost effectiveness, ease of use
and convenience, as well as our ability to percaive respond to changing customer needs. We ersaighificant competition in our
markets both from large established medical dewiaaufacturers and from smaller companies. Manhede firms have introduced
competitive products with protective features nmvided by the conventional products and methody #re intended to replace. Most of our
current and prospective competitors have econondoogher resources substantially greater thananasare well established as suppliers to
the healthcare industry. Several large, establisbetbetitors offer broad product lines and havenlseecessful in obtaining full-line contracts
with a significant number of hospitals to supplyddltheir 1.V. product requirements. There is rez@rance that our competitors will not
substantially increase resources devoted to theldement, manufacture and marketing of productspsditive with our products. The
successful implementation of such a strategy byasmeore of our competitors could materially andexdely affect us.

We may not be able to significantly expand ourssafecustom 1.V. systems, or critical care produiét&e are unable to lower manufacturing
costs, price our products competitively and shordelivery times significantly.

We believe that the success of our I.V. systemsatipeis will depend on our ability to lower per umianufacturing costs and price
our products competitively and on our ability tmgkn significantly the time from customer ordedtdivery of finished product, or both. To
reduce costs, we moved labor intensive assemblgatipes to our facility in Mexico. To shorten dediy times, we developed proprietary
systems for order processing, materials handlnagking, labeling and invoicing and innovative pgrdares to expedite assembly and
distribution operations. Many of these systems@odedures require continuing enhancement and ogvelnt. There is a possibility that our
systems and procedures may not continue to be atlegund meet their objectives.

We are introducing many of the systems and pro@sdilvat we used in our 1.V. systems operationsthregroduction of critical care
products. If we are unable to complete this sudabgswe may not be successful in increasing safeitical care products.

If demand for our products were to decline sigaifidy, we might not be able to recover the costuwsfexpensive automated molding ¢
assembly equipment and tooling, which could havaduerse effect on our results of operations.

Our production tooling is relatively expensive, lwé@ach “module,” which consists of an automateérasdy machine and the molds
and molding machines which mold the componentdjrgpseveral million dollars. Most of the modules or the CLAVE and the integrated
Y-CLAVE. If the demand for either of these producksnges significantly, as might happen with ttss lof a customer or a change in product
mix, it might be necessary for us to account ferithpairment in value of the production tooling &ase its cost may not be recovered through
production of saleable product.

We have been and will be ordering production méddur new products such as the TEGO, Orbit 90REFS closed male luer and
Genie vial access device. We have ordered an atéohassembly machine for theQI-AVE connector with integrated check value andes
to have it in production in the first half of 20G8)d expect to order semi-automated or fully autethassembly machines for the other new
products in 2008. If we do not achieve significaales of these new products, it might be necedsans to account for impairment in value
the production tooling because it costs may naelevered through production of saleable product.

If we cannot obtain additional custom tooling amplipment on a timely enough basis to meet demaralifgoroducts, we might be unable
increase our sales or might lose customers, in wbhase our sales could decline.

We expanded our manufacturing capacity substapfiallecent years, and we expect continuing exjensill be necessary. Molds
and automated assembly machines generally haveggddad-time with vendors, often nine months oigkem Inability to secure such tooling in
a timely manner, or unexpected increases in prag@udemands, could cause us to be unable to megtroer orders. Such inability could
cause customers to seek alternatives to our preduct
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We are increasingly dependent on manufacturing @xieb. Any political or economic disruption in Mexior a change in the local economy
could have an adverse effect on our operations

We continue to expand our production in Mexico2@®7, production costs in Mexico were approxima$dg.1 million. Most of the
material we use in manufacturing is imported intexido, and substantially all the production in M&xis exported. We depend on our ability
to move goods across the border quickly. Any disompin the free flow of goods across the bordariddave an adverse effect on our
business.

As of December 31, 2007, we employed 1,042 peoptaii plant in Ensenada, Mexico and we expecttthiscrease in the number of
employees in Mexico during 2008. Business activitthe Ensenada area has expanded significantlyjging increased employment
opportunities. This could have an adverse effeatwwrability to hire or retain necessary persoramel result in an increase in labor rates. We
continue to take steps to compete for labor thraatglactive employment conditions and benefits,tbate is no assurance that these steps will
continue to be successful or that we will not fazeasing labor costs in the future.

Increases in the cost of petrole-based and natural gas-based products or loss pplsucould have an adverse effect on our profitgbil

Most of the material used in our products is regitestics and other material that depend upoorailatural gas as their raw material.
Crude oil markets are being affected by politicatertainty in the Middle East, and there is no emste that there will not be an interruption in
crude oil supplies. Any such interruption coulddan adverse effect on our ability to producepmroducts. Also, crude oil and natural gas
prices in 2007 reached record highs, and contiotle tsubstantially above historical levels. Ourmptigps have passed some of their cost
increases on to us, and if such prices are sustainecrease further, our suppliers may pass éurtiost increases on to us. In addition to the
effect on resin prices, transportation costs haeeeased because of the effect of higher crudericiés, and we believe most of these costs
been passed on to us. Our ability to recover thageer costs may depend upon our ability to rars=ep to our customers. In the past, we have
rarely raised prices and it is uncertain that weilkdoe able to raise them to recover higher prig@s our suppliers. Our inability to raise
prices in those circumstances could have an adedfeset on our profitability.

We could be adversely affected by turbulence irctedit markets

Developments in the credit markets may have anraewffect on the liquidity of the tax-exempt deéturities and corporate
preferred securities that we own. Auctions of éhescurities are conducted at prescribed interaal$ the securities are bought or sold
depending on the interest or dividend rates bidHersecurities; these securities are generallgat8huction rate securities.” Investment banks
generally purchased these securities for their aggount if auction demand was not sufficient to ptate the auction or customers desired to
sell securities between auction dates. Investianks are reported to have recently stopped purgh&sese securities for their own account;
this has adversely affected liquidity of these sigieis. In auctions at which the interest or desnd rates are reset, if there is not enough de
to sell the entire issue, the auction “fails”. Hels desiring to sell their securities cannotthelin at auction, and the interest or dividend rate
generally resets to a “penalty” rate. Without jgpation by investment banks, there is only a Venjted secondary market for these
securities. If an auction fails, the ability oktholder of the security to liquidate the secunityuld depend on the success of a subsequent
auction, whether the issuer raises other finantomgdeem the securities, or whether the holdablie to sell the securities to another party;
there is no assurance that any of these eventsetillr. At February 11, 2008, we had $87.9 millkdrauction rate securities; through
February 20, 2008, we sold $6.4 million of thenaattion, and auctions on $12.5 million of themddilind we continue to hold the securities.
Auctions for more of our auction rate securities ldcely to fail in the future. All of our secuigs are investment grade, and we do not expect
any credit losses, but we may not be able to kelkecurities, if necessary, to meet working chpé&ads. There can be no assurance as to
we will be able to sell additional securities anidether we will be able to sell them without incogilosses.

Because we depend to a significant extent on aurdeer for new product concepts, the loss of higises could have a material adverse ef
on our business.

We depend on Dr. George A. Lopez, our founder, e of the Board, President and Chief Executiviec&f for new product
concepts and manufacturing innovation. Dr. Lopez danceived substantially all of our current angppised new products and the systems
procedures to be used in the custom I.V. produaistiaeir manufacturing. We believe that the loshkisfservices could have a material adverse
effect on our business.
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Our business could be materially and adverselyctdfe if we fail to defend and enforce our pateifitsyr products are found to infringe pate
owned by others or if the cost of patent litigatmetomes excessive or as our key patents expire.

We have patents on certain products, software asihéss methods, and pending patent applicatiomsham intellectual property and
inventions. There is no assurance, however, thahgapending will issue or that the protectiomfrpatents which have issued or may issue in
the future will be broad enough to prevent competifrom introducing similar devices, that suchepad, if challenged, will be upheld by the
courts or that we will be able to prove infringerhand damages in litigation.

We are substantially dependent upon the patentgioproprietary products such as the CLAVE to prewethers from manufacturing
and selling products similar to ours. We had litig)a against Alaris, a part of Cardinal, for alldgafringement of our patents. We believe the
alleged infringement had and continues to havedaerae effect on our sales. Failure to prevailtigdtion we bring against for violating our
patents could adversely affect our sales.

We are substantially dependent upon the patentaioproprietary products to prevent others from ofacturing and selling products
similar to ours. We generally have multiple paterivering various features of a product, and ek patent expires, the protection affordec
that patent is no longer available to us, evendghqurotection of features that are covered by atinexpired patents may continue to be
available to us. The loss of patent protectiorcenain features may make it possible for othermaoufacture and sell products similar to o
even if our remaining patents would prevent otliensy manufacturing and selling a product substéiptihe same as ours until those patents
expire.

If others chose to manufacture and sell produatdiasi to or substantially the same as our produttuld have a material adverse
effect on our business through loss of unit volonerice erosion, or both, and could adverselycaféeir ability to secure new business.

In the past, we have faced patent infringementrdaielated to the CLAVE, the CLC2000 and TEGO. Wkele these claims had no
merit, and all have been settled or dismissedpagh a case involving the CLC2000 is on appeal. nvelg also face claims in the future. Any
adverse determination on these claims relatedattbAVE or other products, if any, could have aenial adverse effect on our business.

From time to time we become aware of newly issusdmts on medical devices which we review to evalaay infringement risk.
We are aware of a number of patents for I.V. cotioesystems that have been issued to others. Wiilbelieve these patents will not affect
our ability to market our products, there is nauaasace that these or other issued or pending ateight not interfere with our right or ability
to manufacture and sell our products.

There has been substantial litigation regardingmtadnd other intellectual property rights in thedical device industry. Patent
infringement litigation, which may be necessargidorce patents issued to us or to defend oursealyaisist claimed infringement of the rights
of others, can be expensive and may involve a aaobat commitment of our resources which may divesburces from other uses. Adverse
determinations in litigation or settlements couléject us to significant liabilities to third pag$, could require us to seek licenses from third
parties, could prevent us from manufacturing afighgeour products or could fail to prevent compets from manufacturing products similar
to ours. Any of these results could materially adglersely affect our business.

Our ability to market our products in the Unitedaféts and other countries may be adversely afféttad products or our manufacturing
processes fail to qualify under applicable standaoflthe FDA and regulatory agencies in other caest

Government regulation is a significant factor ie ttevelopment, marketing and manufacturing of eadgpcts. Our products are
subject to clearance by the United States Foodang Administration (“FDA”) under a number of stega including the Food Drug and
Cosmetics (“FDC"Act. Each of our current products has qualified] e anticipate that any new products we are likelsnarket will qualify
for clearance under the FDA'’s expedited pre-mankéification procedure pursuant to Section 510fiKhe FDC Act. However, certain of our
new products may require a longer time for cleaeathan we have experienced in the past and therbecao assurance that a PMA applica
will not be required. Further, there is no assoeathat other new products developed by us or amufacturers that we might acquire will
qualify for expedited clearance rather than a nione consuming pre-market approval procedure dt thany case, they will receive
clearance from the FDA. FDA regulatory processediare consuming and expensive. Uncertainties #ettime required to obtain FDA
clearances or approvals could adversely affectithieg and expense of new product introductionsaddition, we must manufacture our
products in compliance with the FDA’s Quality SystRegulations.
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The FDA has broad discretion in enforcing the FD&, &And noncompliance with the Act could resuldimariety of regulatory actions
ranging from warning letters, product detentiorejide alerts or field corrections to mandatory Hecaeizures, injunctive actions and civil or
criminal penalties. If the FDA determines that veé seriously violated applicable regulationspitld seek to enjoin us from marketing our
products or we could be otherwise adversely aftebtedelays or required changes in new productadtition, changes in FDA, or other
federal or state, health, environmental or safegutations or in their application could adversafgct our business.

To market our products in the European Communi&C("), we must conform to additional requirementshef EC and demonstrate
conformance to established quality standards apticaple directives. As a manufacturer that desigmenufactures and markets its own
devices, we must comply with the quality managenstardards of ISO 13485 (2003). Those quality stedglare similar to the FDA’s Quality
System Regulations but incorporate the quality ireguents for product design and development. Mastufars of medical devices must also
be in conformance with EC Directives such as Cdubicective 93/42/EEC (“Medical Device Directivednd their applicable annexes. Those
regulations assure that medical devices are bdé¢hasal effective and meet all applicable estabtissiandards prior to being marketed in the
EC. Once a manufacturer and its devices are inocore@nce with the Medical Device Directive, the “Clark maybe affixed to its devices.
The CE Mark gives devices an unobstructed entglltthe member countries of the EC. There is narasge that we will continue to meet the
requirements for distribution of our products inré&e.

Distribution of our products in other countries ntsysubject to regulation in those countries, &edet is no assurance that we will
obtain necessary approvals in countries in whiclwaet to introduce our products.

Product liability claims could be costly to defesmad could expose us to lo:

The use of our products exposes us to an inheisdnot product liability. Patients, healthcare werk or healthcare providers who
claim that our products have resulted in injurylddnitiate product liability litigation seeking ige damage awards against us. Costs of the
defense of such litigation, even if successful lddae substantial. We maintain insurance agairsdymet liability and defense costs in the
amount of $10,000,000 per occurrence. There issearance that we will successfully defend claifinany, arising with respect to products or
that the insurance we carry will be sufficient. dceessful claim against us in excess of insurangerage could materially and adversely af
us. Furthermore, there is no assurance that prdidbdity insurance will continue to be availatiteus on acceptable terms.

Our Stockholder Rights Plan, provisions in our deadocuments and Delaware law could prevent oaglel change in control, which could
reduce the market price of our common stock.

On July 15, 1997, our Board of Directors adopt&tackholder Rights Plan (the “Plan”) and, pursuarthe Plan, declared a dividend
distribution of one Right for each outstanding ghafrour common stock to stockholders of recorthatclose of business on July 28, 1997.
Plan expired in 2007 and our Board of Directorspteld an Amended and Restated Rights Agreementyir2007. Under its current
provisions, each Right entitles the registered éotd purchase from us one one-hundredth of a sifé8eries A Junior participating Preferred
Stock, no par value, at a purchase price of $22%pe oneaundredth of a share, subject to adjustment. Tae Bldesigned to afford the Bo
a great deal of flexibility in dealing with any ettpted takeover of and will cause persons inteddatacquiring us to deal directly with the
Board, giving it an opportunity to negotiate a saction that maximizes stockholder values. The Rlap, however, have the effect of
discouraging persons from attempting to acquire us.

Investors should refer to the description of thenRh this Report to the Securities and Exchangar@ission.

Our Certificate of Incorporation and Bylaws inclyai®visions that may discourage or prevent cettgies of transactions involving
an actual or potential change of control, includirsgisactions in which the stockholders might olise receive a premium for their shares
then current market prices. In addition, the BazrBirectors has the authority to issue sharesrefdPred Stock and fix the rights and
preferences thereof, which could have the effecketdlying or preventing a change of control otheendesired by the stockholders. In addit
certain provisions of Delaware law may discouratggay or prevent someone from acquiring or mergiith us.

The price of our common stock has been and mayneento be highly volatile due to many factors.

The market for small-market capitalization compardan be highly volatile, and we have experiendguifecant volatility in the price
of our common stock in the past. From December 20fi8igh December 2007, our trading price rangenhfa high of $45.02 per share to a
low of $31.96 per share. In mid-February 2008eitlthed to $27.48. We believe that factors suchuaster-to-quarter fluctuations in financial
results, differences between stock analysts’ egpiects and actual quarterly and annual results, preduct introductions by us or our
competitors, changing regulatory environmentggdition, changes in healthcare reimbursement pslisides or the perception in the market of
possible sales of common stock by insiders andtantial product orders could contribute to the tititg in the price of our common stock.
General economic trends unrelated to our perforeanch as recessionary cycles and changing intaitestmay also adversely affect the
market price of our common stock.
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Most of our common stock is held by, or includedatounts managed by, institutional investors anagars. Several of those
institutions own or manage a significant percentafgeur outstanding shares, with the ten largastésts accounting for 63% of our
outstanding shares. If one or more of the instingishould decide to reduce or eliminate its pmsith our common stock, it could cause a
decrease in the price of the common stock thatdcbelsignificant.

For the past several years there has been a s@mifishort” position in our common stock, consigtof borrowed shares sold, or
shares sold for future delivery which may not hbeen borrowed. We do not know whether any of tisbéset positions are covered by “long”
positions owned by the short seller. The shorttmsias reported by the Nasdaq Stock Market onalg31, 2008 was 2,752,154 shares, or
approximately 20% of our outstanding shares. Atgnapt by the short sellers to liquidate their gosibver a short period of time could cause
very significant volatility in the price of our canon stock.

We have outstanding stock options which may dihgeownership of existing shareholders

At December 31, 2007, we had outstanding stoclooptio purchase 3.7 million shares, 90% of whidh dma exercise price below the
market price of our stock. Exercise of those optiamould dilute the ownership interest of existihgreholders. In addition, we anticipate that
1,125,000 options, which will expire on Januar2@)9, will be exercised and the underlying sharfisoe sold prior to the end of 2008.

Continued compliance with recent securities legisfacould be uncertain and could substantiallyrgase our administrative expenses.

The Sarbanes-Oxley Act of 2002 imposed significew requirements on public companies. We have dethplith most of these
without undue effort or expense. However, compkawith Section 404 of the Sarbanes-Oxley Act of2#juiring management to document
and report on the effectiveness of internal coatosler financial reporting and our independentsteged public accounting firm to audit and
report on the design and effectiveness of our freletontrols over financial reporting has beeneaxtly expensive. Further, there is no
certainty that we will continue to receive unquatifreports on our internal controls over financégorting from our independent registered
public accounting firm and what actions might beetaby securities regulators or investors if welarable to obtain an unqualified report.

Iltem 1B. Unresolved Staff Comments.
None.
Item 2. Properties.

We own a 39,000 square foot building and a 28,@@@e foot building in San Clemente, Californi@5®,000 square foot building in
Salt Lake City, Utah, a 37,500 square foot buildimyernon, Connecticut, a 241,000 square footding on approximately 94 acres of land in
Ensenada, Baja California, Mexico, a 17,000 sqf@tand a 21,000 square foot building in Roncandtedy.

Item 3. Legal Proceedings

We have not been required to pay any penalty téRBefor failing to make disclosures required wiélspect to certain transactions
have been identified by the IRS as abusive orhiheae a significant tax avoidance purpose.

In an action filed June 16, 2004 entitled ICU Medlidnc. v. Alaris Medical Systems, Ina.the United States District Court for the
Central District of California, we alleged that Akinfringes ICU’s patent through the manufactanel sale of the SmartSite and SmartSite
Plus Needle-Free Valves and Systems. On Auguid® the Court denied our request for a preliminajynction. On December 27, 2004,
we amended our complaint to allege that Alarisimgfes three additional patents. On July 17, 2@@6Court issued an order interpreting
certain claims in the asserted patents in a mathagrif upheld, could significantly impair our #tyi to enforce those patents against Alaris and
potentially others. The Court also issued pastimhmary judgment in favor of Alaris based on on¢hoe interpretations. On January 22,
2007, the Court granted Alaris’ summary judgmentiaroof invalidity as to the remaining claims asedragainst Alaris and on February 22,
2007, the Court entered judgment dismissing thes®iming claims. The Court’s order affected ohly asserted claims of the patents in suit,
not other claims in the patents. Following entryhef judgment dismissing our case, the Court hasads’ motion to recover its fees, costs ¢
expenses, and on April 16, 2007, the Court gramigaurt Alaris’ motion. On June 28, 2007, the Gawarded Alaris $4.8 million in fees and
costs, which were later
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increased to $5.0 million, plus post judgment ies¢r We have appealed the Court’s decisions. uBectihe award of fees and costs is a
judgment against us and the outcome of the appeaddertain, we recorded a charge of $4.8 millioadr financial statements for the qual
ended June 30, 2007. We have not paid the judgmending outcome of the appeal.

In an action filed July 6, 2006 entitled Medegen BMnc. v. ICU Medical, Indiled in the United States District Court for ther@ral
District of California, Medegen alleged that ICU deal infringed one of its patents by offering &ale and selling the CLC2000 and TEGO.
Medegen sought monetary damages and injunctivef rdin March 2007, Medegen withdrew its actiortathe TEGO. On June 21, 2007, the
Court issued an order interpreting certain terntshrases of Medegen’s patent in a manner thatelevie supported our position. On
September 14, 2007, the Court issued an orderiggaotir summary judgment motion of non-infringemant entered judgment of non-
infringement, dismissing Medegen’s case with prigieidon October 19, 2007. On October 19, 2007Cinert also dismissed, without
prejudice, our counterclaims that the assertechp#&envalid and unenforceable due to inequitaioieduct by Medegen before the United
States Patent and Trademark Office. Medegen hzesasgrl the Court’s claim construction and summadginent orders. We intend to defend
ourselves in the appeal and to vigorously pursueclaims against Medegen.

In an action filed July 27, 2007 entitled ICU Medlicinc. v. RyMed Technologies, In¢RyMed”), in the United States District Court
for the District of Delaware, we alleged that RyMeftinges certain of ICU’s patents through the mnf@ecture and sale of certain products,
including its InVision-Plus valves. We seek momgt@amages and injunctive relief and intend to wagsly pursue this matter. RyMed has
denied our allegations and sued us in the UnitateStDistrict Court for the Central District of @ainia seeking a declaratory judgment of
non-infringement and invalidity of our patents aliéging that we have infringed RyMed'’s trademank @angaged in unfair competition and
other improper conduct. RyMed seeks monetary dasiagd injunctive relief. ICU has moved to disnitgdled’s California case and will
continue to defend ourselves vigorously in thigcact

We are from time to time involved in various otlheggal proceedings, either as a defendant or pifintost of which are routine
litigation in the normal course of business. Weaeyd that the resolution of the legal proceedimga/tich we are involved will not have a
material adverse effect on our financial positiomesults of operations.

Item 4. Submission of Matters to a Vote of SecungtHolders.

Not Applicable.
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Executive Officers of Registrant

The following table lists the names, ages, cenpaisitions and offices held by our executive officand key employees. Officers se
at the pleasure of the Board of Directors.

Age Office Held
George A. Lopez, M.D. 60 Chairman of the Board, President and Chief ExeeuBfificer
Alison D. Burcar 35 Vice President of Marketin
Richard A. Costellc 44 Vice President of Sale
Scott E. Lamt 45 Controller
Francis J. (Brien 65 Chief Financial Office
Steven C. Rigg 49 Vice President of Operatiol

Dr. Lopez, Mr. Costello, Mr. @Brien, Mr. Riggs and Ms. Burcar have been empldyeds in their current positions for more than
years. Ms. Burcar is the niece of Dr. Lop

Mr. Lamb became Controller in April 2003. Priorjténing ICU, he held various finance positionsheTlast two were at GE Medical
Systems Information Technologies and Vitalcom, Inc.
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Part Il
ltem 5. Market for Registrant's Common Equity, Related Sto&holder Matters, and Issuer Purchases of Equity Serities.
Our Common Stock has been traded on the Nasdal Btaxdket National Market Tier under the symbol “ICWince our initial publi

offering on March 31, 1992. The following tablasstorth, for the quarters indicated, the high kowd closing prices for our Common Stock
guoted by the NASDAQ:

2007 High Low

First quarte $ 41.3: $ 38.01
Second quarte 44.6( 39.57
Third quartel 43.3¢ 32.6¢
Fourth quarte 40.1( 35.9¢
2006 High Low

First quarte $ 43.0¢ $ 33.72
Second quarte 43.9( 33.4¢
Third quartel 46.81 39.7¢
Fourth quarte 48.5] 39.8¢

We have never paid dividends and do not anticipayéng dividends in the foreseeable future as thar® of Directors intends to
retain future earnings for use in our busines® guurchase our shares. Any future determinatico asyment of dividends or purchase of our
shares will depend upon our financial conditiosutes of operations and such other factors as tadBof Directors deems relevant.

As of January 31, 2008, we had 108 stockholdersaifrd and we believe we have approximately 12t0ficial owners of our
Common Stock.

We have a 2003 Stock Option Plan under which we gnagt options to purchase our Common Stock tceoysloyees and have a
2001 Directors’ Stock Option Plan under which weyrgeant options to purchase our Common Stock tdDorectors. We had a 1993 Stock
Incentive Plan, under which we granted optionsuieipase Common Stock to the employees which expirddnuary 2005. We also have an
Employee Stock Purchase Plan. All plans were aygat®y our stockholders. Further information akibetplans is in Note 2 to the
Consolidated Financial Statements. Certain infoionaabout the plans at December 31, 2007, is lasfs:

Weighted-
average exercise
price of Number of shares remaining
Number of shares to be issued upon outstanding available for future issuance under
exercise of outstanding options, options, warrants equity compensation plans
warrants and rights and rights (excluding shares reflected in column (a))
(a) (b) (c)
3,698,87¢ $21.59 2,020,70t
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Issuer Repurchase of Equity Securities

We had a stock repurchase program, originally anced in July 2006. In August 2006, our Board afbiors authorized a program
to purchase $14.0 million of our common stock. sTriogram was terminated in January 2007 aftertasing shares with a cost of
approximately $8.0 million. Also in January 200#& announced an expanded program to purchase&g®tmillion of our common stock.
The January repurchase program was completed ite@bpr 2007. In September 2007, we announced gragyvam to purchase up to $20.0
million of our common stock. The September 20Qdurehase program was completed in November 20@iglitianal share repurchases may
be made as we deem appropriate based upon prevaitirket and business conditions.

The following is a summary of our stock repurchgsaativity during the fourth quarter of 2007:

Shares
purchased as Approximate
part of a dollar value that
Average publicly may yet be
Shared price paid announced purchased under
Period purchased per share program the program
10/1/2007- 10/31/2007 310,11: $ 38.51 310,11: $ 3,323,90!
11/1/2007- 11/30/2007 84,99¢ 39.11 84,99¢ —
12/1/2007 - 12/31/2007 — — — —
Fourth quarter 2007 tot 395,11( $ 38.6¢ 395,11( —
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COMPARISON OF CUMULATIVE TOTAL RETURN FROM JANUARM, 2003 TO DECEMBER 31, 2007 AMOUNT ICU MEDICAL,
INC., THE NASDAQ AND NASDAQ MEDICAL DEVICES INDEX

The following graph shows the total stockholdeunmeton our common stock based on the market pfidteeoCommon Stock from
December 31, 2002 to December 31, 2007 and thierétteins of the Nasdag Stock Market Tier Index BIASDAQ Medical Devices Index f
the same period.

$300

-

$225

$1580

- /’/—a’\_‘

$|:| T T T T T
1231/02 12431/03 12/31/04 12/31/05 123106 1231007
——|CU Medical, Inc. —=— Nasdag —— Masdag Medical Devices Index
12/31/02 12/31/03 12/31/04 12/31/05 12/31/06 12/31/07
ICU Medical, Inc. $ 100.0C $ 91.9: $ 733 $ 105.12 % 109.0¢ $ 96.5¢
Nasdac $ 100.0C $ 1495. $ 162.7: $ 166.1¢ $ 18257 $ 197.9¢
Nasdaq Medical Devices Ind $ 100.0C $ 14798 % 17331 % 190.3C $ 200.5¢ % 255.0:

Assumes $100 invested on December 31, 2002 in I@did4l Inc.’s Common Stock, the Nasdag Stock MaNatonal Market Tier
Index and the Nasdaq Medical Devices Index.
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Item 6. Selected Financial Data.

ICU MEDICAL, INC.

SELECTED FINANCIAL DATA

INCOME DATA:
Revenue
Net sales
Other
Total revenue

Cost of goods sold
Gross profi

Selling, general and administrative exper
Research and development exper
Gain on sale of building
Total operating expens:
Income from operations
Other income
Income before income taxes and minority interest
Provision for income taxe
Minority interest
Net income

Net income per common she
Basic
Diluted

Weighted average number of sha
Basic
Diluted

Cash dividends per share

CASH FLOW DATA:
Total cash flows from operatiol

BALANCE SHEET DATA:
Cash, cash equivalents and marketable secL
Working capital
Total asset
Stockholder equity

Year ended December 31,

2007

(in thousands, except per share data)

2006

2005

2004

2003

185,61 198,78 $ 15462 $ 72,70 102,72
2,52( 2,828 2,911 2,84¢ 4,62¢
188,13t 201,61 157,53 75,55( 107,35
109,89 120,92 88,12t 39,85: 48,44
78,24° 80,68 69,40: 35,69' 58,91(
45,48 44,24 36,99: 26,40¢ 23,02¢
8,111 7,65¢ 4,817 3,37¢ 1,75

— (2,099 — — —
53,50t 49,81 41,80¢ 29,78t 24,78¢
24,64¢ 30,87¢ 27,59¢ 5,917 34,12:
8,69¢ 4,46: 2,721 1,57¢ 1,12
33,34¢ 35,33t 30,31¢ 7,491 35,24’
(10,337 (10,240 (10,459 (2,600) (12,95()

70 56¢ 417 10¢ —
23,07¢ 2566( $  2027: $ 5,00( 22,29
1.62 17¢ $ 147 $ 0.37 1.6
1.51 1.6/ $ 1.3t $ 0.3 1.4¢
14,28: 14,41: 13,81: 13,69: 13,75
15,26¢ 15,59¢ 15,04( 14,96( 15,05(

— — 3 — 3 — —
41,51: 31,606 $ 2734 $ 2528 22,82¢
95,64: 11691t $  86,74. $ 87,34 73,13
131,78 155,51 123,87 109,59 102,93
242,59 244,24 204,53° 164,76 164,28t
213,90« 224.88° 189,19t 156,34t 156,00
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Iltem 7. Management’'s Discussion and Analysis of kancial Condition and Results of Operations

We are a leader in the development, manufacturesaledof proprietary, disposable medical connedigsiems for use in vascular
therapy applications. Our devices are designguidtect patients from catheter related bloodstradettions and healthcare workers from
exposure to infectious diseases through accideetadlesticks. We are also a leader in the proolucii custom 1.V. systems and we
incorporate our proprietary products into manyhafse custom 1.V. systems. We are also a significemufacturer of critical care medical
devices, including catheters, angiography kits @rdiac monitoring systems.

Critical Accounting Policies

Our significant accounting policies are summarizeNote 1 to the Consolidated Financial Statemehtgreparing our financial
statements, we make estimates and assumptionaftbett the expected amounts of assets and liasiland disclosure of contingent assets and
liabilities. We apply our accounting policies ooansistent basis. As circumstances change, thegomsidered in our estimates and judgments,
and future changes in circumstances could resal@mges in amounts at which assets and liabibtiesecorded.

Investment securities are all marketable and censii“available for sale”. See Item 7A. Quantitatand Qualitative Disclosures
about Market Risk. Under our current investmentqgies, the securities in which we invest have mgmigicant difference between cost and fair
value. If our investment policies were to changel there were differences between cost and faireyahat difference, net of tax effect, would
be reflected as a separate component of stocklsolelguity.

We record sales and related costs when ownershiigegiroduct transfers to the customer and coligityi is reasonably assured.
Under the terms of all our purchase orders, ownetsansfers on shipment. If there are significdotibts at the time of shipment as to the
collectibility of the receivable, we defer recogmit of the sale in revenue until the receivabledlected. Most of our customers are medical
product manufacturers or distributors, althougbwa &re end-users. Our only post-sale obligatioesvarranty and certain rebates. We warrant
products against defects and have a policy pengittie return of defective products. We record sty returns as an expense and amounts
have been insignificant. With certain exceptionstomers do not retain any right of return andeghgmo price protection with respect to
unsold products. Returns from customers with retigints have not been significant. We accrue rebasea reduction in revenue based on
agreements and historical experience. Adjustmdrgstonates of warranty claims, rebates or retussch have not been, and are not expe
to be material, affect current operating resultemwthey are determined.

Accounts receivable are stated at net realizableevén allowance is provided for estimated coileetiosses based on the age of the
receivable or on specific past due accounts fockviie consider collection to be doubtful. We retypsior payment trends, financial status
other factors to estimate the cash which ultimatélybe received. Such amounts cannot be knowh wértainty at the financial statement
date. We regularly review individual past due batmfor collectibility. Loss exposure is princigallith international distributors for whom
normal payment terms are long in comparison todltdour other customers and, to a lesser extentegtic distributors. Many of these
distributors are relatively small and we are vultide to adverse developments in their business¢s#m hinder our collection of amounts due.
If actual collection losses exceed expectationsgowdd be required to accrue additional bad deperse, which could have an adverse effect
on our operating results in the period in whichdlerual occurs.

Inventories are stated at the lower of cost (firsfirst out) or market. We need to carry many poments to accommodate our rapid
product delivery, and if we misestimate demand oustomer requirements change, we may have conmgoireinventory that we may not be
able to use. Most finished products are made ditdy we receive orders except for certain standaot-custom) products which we will carry
in inventory in expectation of future orders. Fimighed products in inventory, we need to estimaiat may not be saleable. We regularly
review inventory for slow moving items and writd afl items we do not expect to use in manufactyror finished products we do not expect
to sell. If actual usage of components or saldgighed goods inventory is less than our estimatescould be required to write off additional
inventory, which could have an adverse effect onamerating results in the period in which the endff occurs.

Property and equipment is carried at cost and degiesl on the straight-line method over the estahaiseful lives. The estimates of
useful lives are significant judgments in accoupfior property and equipment, particularly for molhd automated assembly machines that
are custom made for us. We may retire them on eeleated basis if we replace them with larger orartechnologically advanced tooling.
The remaining useful lives of all property and gupent are reviewed regularly and lives are adjusteaksets written off based on current
estimates of future use. As part of that reviewpprty and equipment is reviewed for other indicataf impairment. An unexpected shorten
of useful lives of property and equipment that gigantly increases depreciation provisions, orestbircumstances causing us to record an
impairment loss on such assets, could have an seleéfect on our operating results in the periodfich the related charges are recorded.
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New Accounting Pronouncements

Statement of Financial Accounting Standards No, 15dir Value Measurements” (“SFAS 157”), definag fvalue, establishes a
framework for measuring fair value in accordancthwienerally accepted accounting principles, amgheals disclosures about fair value
measurements. We adopted the provisions of SFARfE&Ctive January 1, 2008. We do not expect SFBBtd have a material impact on our
results of operations, financial position, or césivs.

In February 2007, the FASB issued SFAS 159, “The Walue Option for Financial Assets and Finantigbilities” (SFAS 159)
which permits entities to choose to measure margnfiial instruments and certain other items atvaline that are not currently required to be
measured at fair value. SFAS 159 became effectivdaouary 1, 2008. The provisions of SFAS 15%Hetive, and we have not determined
whether and to what extent we may implement it¥igions or how if implemented, it might affect durancial statements.

In December 2007, the FASB issued SFAS 141R, “BassrCombinations” (SFAS 141R). SFAS 141R amendsetiigrements for
accounting for business combinations. SFAS 141Roeieffective for financial statements issuedffscal years beginning after December
2008. Accordingly, any business combinations wgage in will be recorded and disclosed followingsgrg accounting principles until
December 31, 2008.

We have implemented all new accounting pronouncésrtbat are in effect and that may impact our cbdated financial statements
and do not believe that there are any other newwsting pronouncements that have been issued tight tmave a material impact on our
consolidated financial statements.

Business Overview

Until the late 1990s, our primary emphasis in padievelopment, sales and marketing was disposadtical connectors for use in
I.V. therapy, and our principal product was the GIEA In the late 1990s, we commenced a transitiomfa product-centered company to an
innovative, fast, efficient, low-cost manufactuoércustom 1.V. systems, using processes that wieumetan be readily applied to a variety of
disposable medical devices. This strategy has edals to capture revenue on the entire |.V. deliggstem, and not just a component of the
system.

Our largest customer is Hospira. Our relationstiith Hospira has been and will continue to be nfjsiar importance to our growth.
In the years ended 2007, 2006 and 2005, our regeinom® worldwide sales to Hospira were 73%, 77% a4fb, respectively, of total
revenues. We expect this percentage will be miaiediain the future as a result of sales of CLAVEdarcts, custom I.V. systems, new prodi
and critical care products to Hospira. Hospiradaggnificant share of the 1.V. set market in th&., and provides us access to that market.
We expect that Hospira will be important to ourwtio for CLAVE, custom products, and our other pratguvorldwide.

We believe the success of the CLAVE has motivated, will continue to motivate others to develop-pexe, swabbable, needleless
connectors that may incorporate many of the sametifunal and physical characteristics as the CLAWE. are aware of a number of such
products. We have patents covering the technolagyodied in the CLAVE and intend to enforce thoseepts as appropriate. If we are not
successful in enforcing our patents, competitiemfisuch products could adversely affect our maskate and prices for our CLAVE
products. Although overall pricing has been stabtently, the average price of our CLAVE produnty decline in the future. There is no
assurance that our current or future productsheilable to successfully compete with products dpes by others.

We are reducing our dependence on our current igtapy products by introducing new products andesys and acquiring product
lines. Under one of our Hospira Agreements, weuferiure custom 1.V. systems for sale by Hospir jamtly promote the products under
the name SetSource. In 2004, we made our initiedstment in a company developing a new medicalcgeBales depend on the success of
efforts to develop and market the device, and tharebe no certainty that those efforts will sudcér 2005, we acquired Hospira’s Salt Lake
City manufacturing facility and entered into the BI& to produce their invasive monitoring, angiogrgpinoducts and certain other products
they had manufactured at that facility. We alsptract with group purchasing organizations and jrehelent dealer networks for inclusion of
our non-critical care CLAVE and custom productshie product offerings of those entities. We angaexling our custom products business
through increased sales to medical product manufers and independent distributors. Custom |.\st@m oncology and custom critical care
products accounted for approximately $58.5 milliwr81% of total revenue in 2007. We expect comtthincreases in sales of custom
products. As part of this effort, we have recemttyoduced a number of new products: the TEGQufar in dialyses, the Orbit 90 diabetes set,
and a line of oncology
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products including the SPIROS male luer connecteia, the Genie vial access device and custorsdt¥ and ancillary products specifically
designed for oncology therapy. T here is no asmrshat we will be successful in finding acquisitopportunities, or in acquiring companies
or products or that we will successfully integréitem into our existing business.

Custom L.V. systems and new products will be oféasing importance to us in future years. We expeatinued growth in our
CLAVE products in the U.S., but at a modest growtie. We also potentially face substantial inaesas competition in our CLAVE
business. Growth for all of our products outsite t).S. could be substantial, although to datastleen relatively modest. Therefore, we are
directing increasing product development, acquisjtsales and marketing efforts to custom |.V.ayst and other products that lend
themselves to customization and new products itutle and international markets, and increasingeoyphasis on markets outside the U.S.

On May 1, 2005, we acquired Hospira’s Salt Lakey @iinufacturing facility, related capital equipmant entered into a 20-year
MCDA with Hospira, under which we produce for sagclusively to Hospira, substantially all the puots, primarily critical care, that Hosp
had manufactured at that facility. Hospira retaiosymercial responsibility for the products we pireducing, including sales, marketing,
pricing, distribution, customer contracts, custosenvice and billing. The U.S. market for mosttad critical care products that we sell to
Hospira has been declining in recent years. UtideMCDA, we manufacture the products and Hosgir@sponsible for sales to end
customers, and we have little ability to directifliience Hospira’s sales and marketing efforts, @ndsales under the MCDA are subject to
fluctuations over which we have little control.

We have also committed to fund certain researchdandlopment to improve critical care products dedelop new products for sale
to Hospira and to provide sales specialist suppOrr prices and our gross margins on the produetsell to Hospira under the MCDA are
based on cost savings that we are able to achigm®ducing those products over Hospira’'s cost anufacture those same products at the
purchase date. We record revenue net of any sdttlctions. There is no assurance as to the amofifusire sales or profits under the
MCDA.

We believe that achievement of our growth objectmerldwide will require increased efforts by ussales and marketing and proc
development in these markets.

There is no assurance that we will be successfahjilementing our growth strategy. The custom potsimnarket is small, and we
could encounter customer resistance to custom pteddrurther, we could encounter increased comnmets other companies see
opportunity. Product development or acquisiticior$ may not succeed, and even if we do develggrquire products, there is no assurance
that we will achieve profitable sales of such prtdu An adverse change in our relationship witlspila, or a deterioration of Hospira’'s
position in the market, could have an adverse effeais. Increased expenditures for sales andetiagkand product acquisition and
development may not yield desired results when etege or at all. While we have taken steps torobtihose risks, there are certain of those
risks which may be outside of our control, and ¢hisrmo assurance that steps we have taken wikgdc

The following table sets forth, for the periodsioated, total revenues by product as a percentbgead revenues:

Product line 2007 2006 2005

CLAVE 38% 34% 40%
Custom product 31% 28% 27%
Critical care (excluding custom produc 23% 25% 20%
CLC2000 3% 3% 3%
Other product: 4% 9% 8%
License, royalty and revenue sh 1% 1% 2%
Total 10C% 10C% 10C%

Critical care, including critical care custom prothiand excluding products we no longer manufagageounted for 30%, 33% and
26% of total revenue for the years ended Decembe2@7, 2006 and 2005, respectively. Customdygtems, excluding critical care custom
products, were 24%, 20% and 20% of total revenoethe years ended December 31, 2007, 2006 and 2&s}iectively.

Most custom 1.V. systems include one or more CLAVEstal CLAVE sales including custom 1.V. systewith at least one CLAVE
were $106.8 million or 57% of total revenue in 20897.9 million or 49% of total revenue in 2006 &8®6.0 million or 55% of total revenue
2005.

We sell our I.V. administration products to indegent distributors and through agreements with Hasgpid certain other medical
product manufacturers. Most independent distritsub@ndle the full line of our I.V. administratipnoducts. We sell our invasive monitoring,
angiography and 1.V. administration products thitotiyree agreements with Hospira (the “Hospira
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Agreements”). Under a 1995 agreement, Hospirahases CLAVE products, principally bulk, neterile connectors and the CLC2000. Ui
a 2001 agreement, we sell custom L.V. systems &plim under a program referred to as SetSource.1985 and 2001 agreements with
Hospira provide Hospira with conditional exclusasd nonexclusive rights to distribute all existi@d) Medical products worldwide with
terms that extend to 2014. Under the MCDA, a 28@®ement, we sell Hospira invasive monitoringj@ggphy and other products which
they formerly manufactured at the Salt Lake Citilfy. The terms of the MCDA extend to 2025. \Also sell certain other products to a
number of other medical product manufacturers.

We believe that as healthcare providers continugther consolidate or join major buying organiaa$, the success of our products
will depend, in part, on our ability, either indeently or through strategic relationships sucbwsHospira relationship, to secure long-term
contracts with large healthcare providers and majying organizations. As a result of this mankgtand distribution strategy we derive most
of our revenues from a relatively small numberisfributors and manufacturers. The loss of aagiatrelationship with a customer or a
decline in demand for a manufacturing customerglpcts could have a material adverse effect oroparating results.

We have an ongoing program to increase systemdbitiéipa, improve manufacturing efficiency, reduedor costs, reduce time
needed to produce an order, and minimize investindntentory. These include the use of automatestmbly equipment for new and
existing products and use of larger molds and mgldiachines. In 2006, we centralized our propyetgolding in Salt Lake City and
expanded our production facility in Mexico whiclokoover the majority of our manual assembly presipulone in Salt Lake City. In 2007,
we initiated a significant initiative to improveqatuction processes, called the “ICU Production &wstor “IPS”, which we believe will enable
us to further improve our manufacturing efficiend/e started IPS in our Mexico facility in 2007 aar@ starting it in our Salt Lake City
facility in 2008. We plan to begin building a méacturing facility in China in 2008 to manufactuwemponents for products that will be sold
in domestic and international markets. We exgastfacility will be operational in early 2009. Weay establish additional production
facilities outside the U.S. There is no assuras® the benefits of IPS or our success in estahtj manufacturing facilities in China and
elsewhere outside the U.S.

We distribute products through three distributiblarenels. Product revenues for each distributi@mohl as a percentage of total
channel product revenue were as follows:

Channel 2007 2006 2005

Medical product manufacture 71% 76% 76%
Independent domestic distributc 16% 14% 16%
International customers 13% 10% 8%
Total 100% 100% 10C%

Sales to international customers do not includ& RWAVE products sold to Hospira in the U.S., baed in I.V. products
manufactured by Hospira and exported. Those sateBcluded in sales to medical product manufecsur Other sales to Hospira for
destinations outside the U.S. are included in dalésternational customers.

Quarterly results:The healthcare business in the United States jeciio seasonal fluctuations, and activity teradditminish
somewhat in the summer months of June, July andistugrhen iliness is less frequent than in wintenths and patients tend to postpone
elective procedures. This typically causes sedd$mauations in our business. In addition, wa experience fluctuations in net sales as a
result of variations in the ordering patterns of laugest customers, which may be driven more loglpetion scheduling and their inventory
levels, and less by seasonality. Our expensen dfieot fluctuate in the same manner as net salésh may cause fluctuations in operating
income that are disproportionate to fluctuationsun revenue.

Year-to-Year Comparisons

We present summarized income statement data in@te®elected Financial Data. The following tabilews, for the three most rece
years, the percentages of each income statemetircaprelation to revenue
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Percentage of Revenues

2007 2006 2005

Revenue
Net sales 99% 99% 98%
Other 1% 1% 2%
Total revenues 10(% 10(% 10C%
Gross profit 42% 40% 44%
Selling, general and administrative exper 24% 22% 23%
Research and development expet 5% 3% 3%
Gain on sale of building —% 1% —%
Total operating expens: 29% 24% 26%
Income from operations 13% 16% 18%
Other income 5% 2% 2%
Income before income taxes and minority interest 18% 18% 20%
Income taxe: 6% 5% 7%
Minority interest 0% 0% 0%
Net income 12% 13% 13%

Comparison of 2007 to 2006

Revenues were $188.1 million in 2007, compared@l$ million in 2006. Revenues in 2006 includéd.$ million of sales from a
product we discontinued manufacturing under the M@DOctober 2006 and sales of the Punctur Guasdymt line that was discontinued in
January 2007. Revenues for 2007 and 2006, exdutigtontinued products, were $188.1 million an87Q million.

Distribution channels: Net U.S. sales to Hospira in 2007 were $129.Hanilcompared to net sales of $148.4 million iD@0a
decrease of $18.7 million or 13%. Sales in 20@&ushe $10.1 million from discontinued product sal&xcluding these sales, 2006 sales were
$138.3 million compared to $129.7 million in 20@7decrease of $8.6 million. The change in revevas primarily from a decrease in all
critical care products of $10.9 million from $66rlion to $55.3 million, partially offset by incesed custom I.V. system sales of $2.0 million.
Of the decrease, $6.1 million was in critical careducts, excluding custom products, and $4.8 onillvas in custom critical care products.
The decreases in critical care and custom critiae¢ sales were due to lower unit sales in mostymts and lower prices under the MCDA.
The increased sales in custom L.V. systems weradinereased unit volumes. Custom L.V. systerasalere $18.4 million in 2007 compared
to $16.3 million in 2006, an increase of 13%. CLAW¥ales to Hospira were $53.1 million in 2007, treédy unchanged from $52.8 million in
2006. We expect our 2008 sales to Hospira wiktmmparable to 2007 as increased sales from salesAVE, custom 1.V. systems and new
oncology products are offset by declines in crit@ze and custom critical care products, althatigine is no assurance that these expectations
will be realized.

Net sales to independent domestic distributorOBi7including Canada) were $29.5 million compa@#27.7 million in 2006. Sal
in 2006 include $3.1 million of Punctur Guard sal&xcluding Punctur Guard sales, 2006 sales wa4e5$illion, for a $4.9 million or 20%
increase in 2007. The increased sales were pfinfeoim increases of $3.3 million in custom prodaates, $0.9 million in new product sale
TEGO and oncology products and $0.5 million in CLAWroduct sales. The increases in custom produtCAAVE sales were due to
increased unit volumes. We expect significantéases in domestic distributor sales in 2008 prailyigrom growth in our custom I.V. system
business and new product sales, although there éssurance that these expectations will be rehlize

Net sales to international customers (excludinga@ah were $23.7 million in 2007, compared with $2@illion in 2006. Sales in
2006 include $1.4 million of Punctur Guard sal&xcluding Punctur Guard sales, 2006 sales were2$hflion, for a $4.5 million or 24%
increase in 2007. The increased sales were pfinfeoim increases of $2.9 million in CLAVE produsdles and $1.1 million in custom prod
sales. These increases were due to increasedalumihes. Approximately 76% of the increase washattable to increased sales in Europe
13% of the increase was attributable to increaatassn the Pacific Rim. We expect significantr@eses in international customer sales across
all areas in 2008, primarily from increased CLAViilacustom product sales and new oncology prodles salthough there is no assurance
that these expectations will be realized.
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Product and other revenue:Net sales of CLAVE products (excluding custom GIEALV. systems) increased from $68.4 million in
2006 to $72.3 million in 2007, an increase of $8ifion or six percent. This increase was primadule to increased international sales of
million and increased domestic distributor sale$@b million. Sales of CLAVE products and custb¥h systems including one or more
CLAVE connectors combined were $106.8 million irD2Z&ompared with $97.9 million in 2006. This irese was due to increased unit sales
of CLAVE and custom CLAVE products in all our dibtition channels. We expect moderate increas€LAVE product sales in 2008
compared to 2007.

Critical care product sales, excluding customaaltcare products and products we no longer maturigovere $43.4 million in 2007
compared to $49.5 million in 2006. This decreass due to lower unit sales and lower prices to iHagmder the MCDA. We expect further
price decreases in 2008 and 2009 compared to 2@Dfeher unit volume decreases in 2008 comparétD7.

Net sales of custom products, including custonicatlitare products and custom oncology productse $88.5 million in 2007
compared to $56.4 million in 2006. Custom |.V.teys sales were $45.3 million in 2007, or an inceeafs$5.8 million from 2006 sales of
$39.5 million. This increase was due to increagatisales across all channels. Custom criticad sales decreased by $4.2 million in 2007
from 2006 to $12.6 million. This decrease was tulewer unit sales and lower prices to Hospiraartie MCDA. We expect increases in
custom I.V. system sales and new custom oncololgg s&dVe expect decreases in custom critical aes $rom price decreases and unit
volume decreases in 2008 compared to 2007. Weeafsect price decreases in 2009 for custom critiae¢ products.

Net sales of CLC2000 in 2007 were $5.2 million cangal to $5.4 million in 2006. The decrease wasfnoodest decreases in
purchases from Hospira and domestic distributagjally offset by higher international sales.

Sales of other products were $6.2 million and $192007 and 2006, respectively. The 2006 saleside $9.4 million of sales of a
product we no longer manufacturer under the MCDA $5.2 million of Punctur-Guard product sales (egaig royalties), which was
terminated in January 2007.

Other revenue consists of license, royalty andmegeshare income and was approximately $2.5 milhid@007 and $2.8 million in
2006. We may receive other license fees or ra@glti the future for the use of our technology erEhis no assurance as to amounts or timing
of any future payments, or whether such paymerntdwireceived.

Gross margingor 2007 and 2006 were 42% and 40%, respectiviehpduction and gross margins were relatively stabthe first an
second quarters of 2006. In the third and foudhrters of 2006, gross margins declined to 39%3&8d, respectively. The decline was cat
by temporary production inefficiencies at our fagtm Salt Lake City and production inefficienciasour factory in Mexico because of
increased production volumes, turnover of new pareband changes in production processes and ceai-recurring charges. The
production inefficiencies in Salt Lake City and Mexwere reduced in 2007. Gross margin was faugiaipacted by certain government
incentives and unfavorably impacted by a decreagedduction volumes.

We estimate our gross margin in 2008 will approxan&b%. There is no assurance that these expedatiill be realized.

Selling, general and administrative expensg¢SG&A”) were $45.5 million and 24% of revenues in 2007, parad with $44.2
million and 22% of revenues in 2006. The incrdasmsts was primarily due to increased sales amdketing compensation and benefits of
$0.9 million, increased stock compensation expen$®.6 million, increased sales and marketingealaests of $1.1 million, increased sales
and marketing promotional costs, such as trade shof$0.9 million, offset by decreased litigatexpenses of $2.8 million. We expect
SG&A in 2008 to be approximately 26% of revenuehite increase principally from the addition ofesapersonnel, including travel, and
increased compensation and stock compensation sgp€here is no assurance that these expectatibtewealized.

Research and development expen§#s&D” ) were $8.1 million and four percent of revenue i@2@ompared to $7.7 million and
three percent of revenue in 2006. We expect R&P0B8 to be four to five percent of revenue, althotligere is no assurance that these
expectations will be realized.

Other incomeincreased $4.2 million to $8.7 million in 2007 coangd to $4.5 million in 2006. Other income in 200dludes $4.4
million of interest income, an $8.0 million payméatus for a settlement of litigation against a Fw that formerly represented us in patent
litigation, and $1.0 million of payment under aratisettlement agreement, partially offset by a $8illlon charge for an award against us in
our litigation with Alaris Medical Systems. OthHacome in 2006 includes $3.7 million of interestame and $0.8 million of payment under a
settlement agreement. The increase in interestrivovas due to an increase in average investea famdihigher yield rates.
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Minority interestwas $0.1 million in 2007 compared to $0.6 millien2006 and represents the minority interest shiaifeeonet loss ¢
the company developing a new medical device foriusereening heart disease. The minority intdrastbeen insignificant since our interest
in the company increased to 94% in February 2007.

Income taxesvere accrued at an effective tax rate of 31% in728@mpared to 29% in 2006. The 2007 rate différech the statutory
corporate rate of 35% because of tax credits, xax@t interest and dividends and Domestic Prodndiictivities exclusions. We expect our
effective rate to be approximately 31% in 2008.

Comparison of 2006 to 2005
Revenues increased $44.1 million to $201.6 millimB006, compared to $157.5 million in 2005.

Distribution channels: Net U.S. sales to Hospira in 2006 were $148.4anilcompared to net sales of $115.0 million i©20an
increase of $33.4 million or 29%. Net sales of GIEAproducts to Hospira, excluding custom CLAVE Is8ystems, increased to $52.7 million
in 2006 from $49.2 million in 2005, an increas&/®§ on increased unit volume. Sales to Hospira uthgeSetSource program approximated
$15.8 million in 2006 compared to $14.3 million2005, an increase of 11%. The SetSource increaséributed to unit sales increases in the
custom set market. Sales to Hospira under the MGi#ch began in May 2005, were $75.8 million oP@88f total revenue in 2006 and were
$46.7 million or 30% of total revenue in 2005. Fhicludes sales of $9.4 million and $5.7 milliar2006 and 2005, respectively, for a product
we discontinued manufacturing of under the MCDADictober 2006.

Net sales to independent domestic distributordyding Canada) were $27.7 million, an increaseppiraximately $3.3 million or
13%, from $24.4 million in 2005. Independent dotitedistributors had a 14% or $1.9 million increaseustom |.V. systems and a 15%, or
$0.8 million, increase in CLAVE product sales. Baicreases are principally because of an incrieaseit volume.

Net sales to international customers (excludinga@dahwere $20.6 million in 2006, compared with $1illion in 2005, an increase
of 58%. Approximately 87% of the increase waslaitable to increased sales in Europe, 9% of theese was attributable to increased sales
in South Africa. The principal product lines shagiincreases were custom |.V. systems and CLAVH bo increased unit volumes.

Product and other revenue:Net sales of CLAVE Products (excluding custom GIEAI.V. systems) increased from $62.5 million in
2005 to $68.4 million in 2006, an increase of $biflion or 10%. This increase was primarily dudrioreased sales to Hospira of $3.5 million
from 2005 and increased international sales of #iillon. Sales of CLAVE products and custom Isystems including one or more CLAVE
connectors combined were $97.9 million in 2006 cared with $85.9 million in 2005. This increase wag to increased purchases of
CLAVE and custom CLAVE products in all our distrtimn channels.

Sales to Hospira of critical care products, exalgdiustom critical care products and products wiwnger manufacture, were $49.5
million in 2006 and $30.2 million from May to Decber 2005.

Net sales of custom products, including custonicalitare products, were $56.4 million in 2006 canegl to $42.6 million in 2005.
The $13.8 million and 32% increase over 2005 waxfmally from increased unit volume sales. Thghierr revenue was from increases in
custom critical care product sales under the MCD&61 million which was due to higher sales anth®inclusion of only the last eight
months of 2005 under the MCDA, international sae$4.3 million, the SetSource program with Hosmif&1.5 million and domestic
distributors of $1.9 million.

Net sales of CLC2000 in 2006 were $5.4 million canggl to $5.2 million in 2005. The increase wasfroodest increases in
domestic and international distributors, offsetidyer purchases by Hospira.

Sales of other products were $19.1 million and $14 2006 and 2005, respectively. The 2006 and2@(es include $9.4 million a
$5.7 million of sales of a product we no longer mfacturer under the MCDA. Other product sales aistude net sales of Punctur-Guard
products (excluding royalties) of $5.3 million i0@6 and $4.2 million in 2005, which was phasedadyiroduction in the first quarter of 2007.

Other revenue consists of license, royalty andmegeshare income and was approximately $2.8 milhid@2006 and $2.9 million in
2005.
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Gross margindor 2006 and 2005 were 40% and 44%, respectivielpduction and gross margins were relatively stabthe first
two quarters of 2006 and reflected further costings at our Salt Lake City and Mexico plants.tha third quarter, the margin was negatively
impacted by approximately $3.0 million of non-red@ug costs including unabsorbed overhead as theC&amente plant was shut down and
production commenced in Salt Lake City, costs of/img machinery, and severance costs in Sam Clamafthile all costs directly related to
the move from San Clemente to Salt Lake City weraglete by the end of the third quarter, we inaditesmporary production inefficiencies in
the fourth quarter. Those inefficiencies and lomerduction scheduling through the holiday seasotise fourth quarter negatively impacted
our gross margin by approximately $2.8 million.

In addition, in the first three quarters of 2006 agkled significant production volume in Mexico, btlirough new business and
transfer of production from Salt Lake City. To rhdds volume we increased headcount from approtema50 people to approximately 1,:
people. This was more than needed based on prodwatiumes, but was necessary in the short termaimtain quality and meet delivery
schedules. Bringing on new employees createdidigficies because turnover among new employeeéghsamd time is spent on training. In
addition, we started instituting changes in ourdpigiion processes in the fourth quarter which wltimately increase our efficiencies, but in
the short term will decrease efficiency as producpersonnel and supervisors adapt to the new ggese The combined effect of these factors
in Mexico negatively impacted our gross margin ppraximately $2.1 million.

Other negative impacts were $0.7 million of changgated to the termination of Punctur-Guard prasland approximately $0.5
million of excess freight costs because of delay®teiving materials and in shipping product tetomers.

Selling, general and administrative expens¢SG&A”) increased by $7.3 million to $44.2 million, and @@2% of revenues in
2006, compared with 23% in 2005. The increasetscwas partially due to $4.1 million of increasethpensation and benefit expenses,
including the addition of new sales personnel,@ased bonuses and increased pay rates. Travelsxpereases accounted for $1.1 millio
the increase. Computer related costs, which irdwwbftware expenses, maintenance costs and hosstsy increased by $1.0 million as we
continued to upgrade our systems and network. Amation of intangibles accounted for $0.5 milliohthe increase.

Research and development expen§d&&D” ) were $7.7 million and three percent of revenued@&compared to $4.8 million and
three percent of revenue in 2005. This increasepniagarily from R&D activity associated with a $218illion increase in R&D on critical care
products.

Gain on sale of buildingof $2.1 million was from the sale of one of ourldirigs in San Clemente in 2006. The building wsedifor
manufacturing prior to moving the manufacturingto Salt Lake City facility.

Other incomeincreased $1.7 million to $4.5 million in 2006 coemgd to 2005. Other income in 2006 includes $3lifom of interest
income and $0.8 million of payment under a settlenagreement. Other income in 2005 includes $2llibmof interest income and $0.5
million of payment under a settlement agreemerite ificrease in interest income was primarily du@dcoeased investment earnings due to
higher yield rates and higher invested balances.

Minority interestwas $0.6 million in 2006 compared to $0.4 millien2Z005 and represents the minority interest shiafeeonet loss ¢
the company developing a new medical device foriusereening heart disease.

Income taxesvere accrued at an effective tax rate of 29.0%0i62compared to 34.5% in 2005. The 2006 raterdifférom the
statutory corporate rate of 35% because of taxitsrétat are higher than expected on a recurrirsishbtax exempt interest and dividends, and
because of tax benefits of foreign tax lossesjgiBroffset by state taxes and tax losses of apanmy not included in our consolidated tax
return.

Liquidity and Capital Resources

During 2007, our cash, cash equivalents and mdrleetacurities decreased by $21.3 million.

Operating Activities Our cash provided by operating activities tendstoease over time because of our positive opeyaigaults.
However, it is subject to fluctuations, principallpm the impact of integrating new locations fragquisitions, changes in net income,
accounts receivable, inventories and the timintarfpayments.

During 2007, 2006 and 2005, cash provided by ojeratvas $41.5 million, $31.6 million and $27.4Iroih, respectively. The 2007
operating cash was mainly comprised of net incofi8.1 million, depreciation and amortization dfl$8 million, $1.1 million of stock

compensation expense, offset by changes in ouatipgrassets and liabilities.
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Investing Activities: During 2007, we used cash of $10.3 million in istweg activities. This was primarily comprisedaafsh paid for
acquired assets of $3.2 million, purchases of ptg@nd equipment of $23.6 million which were prihafor the building expansion of our
Mexico facility, equipment additions and mold adtis, offset by net investment sales of $16.0 onilli

We estimate that capital expenditures in 2008, bglapproximately $20.0 million. Amounts of spemgare estimates and actual
spending may substantially differ from those ameunt

Financing Activities: During 2007, we used cash of $37.0 million. Cpsivided by stock options and the employee stackhmase
plan, including tax benefits, was $4.0 million frdhe sale of 131,951 shares. The tax benefits fhenexercise of stock options fluctuates
based principally on when employees choose to eseeticeir vested stock options.

In January 2007, we announced an expanded prograor¢hase up to $20.0 million of our common stoltkSeptember 2007, we
announced another program to purchase up to atiaddi$20.0 million of our common stock. The fathount from each program was
purchased, along with $1.0 million from a 2006 peoyg for a total 2007 purchase of $41.0 million of oommon stock. Additional share
repurchases may be made as we deem appropriatmaed upon prevailing market and business condition

We have a substantial cash and marketable se@asition generated from profitable operations aodkssales, principally from the
exercise of employee stock options. We maintamgbsition to fund our growth, meet increasing kitog capital requirements, fund capital
expenditures, and to take advantage of acquisifpportunities that may arise. Our primary investtgoal is capital preservation, as further
described in Item 7A. Quantitative and Qualitatdisclosures about Market Risk. Our liquid invesirsehave very little credit risk or market
risk.

Most of our marketable securities are investedaunction rate securities.Our auction rate securities are tax exempt dehtrigies anc
corporate preferred securities. Auctions of treesaurities are conducted generally at seven tg-farte day intervals, depending on the terms
of the security, and the securities are boughblet depending on the interest or dividend rateddnidhe securities. Up until February 2008,
the auction rate securities market was highly dquburing the week of February 11, 2008, a sultislamumber of auctions “failed,” meaning
that there was not enough demand to sell the dsitee at auction; the immediate effect of a fadladtion is that holders cannot sell the
securities and the interest or dividend rate orstwirity generally resets to a “penalty” ratearifauction fails, the ability of the holder of the
security to liquidate the security would dependimmsuccess of a subsequent auction, whethergherisaises other financing to redeem the
securities, or whether the holder is able to $mllgecurities to another party; there is no assertirat any of these events will occur. See P
Item 1A. Risk Factor§Ve could be adversely affected by turbulence irctbdit markets All of our securities are investment grade, Hrel
Company does not expect any credit losses, but ayermat be able to sell our securities to meet waykiapital needs. We have succeeded in
selling some of these securities at par and agenating to sell more at par, but there can be saorasce as to when we will be able to sell
additional securities and whether we will be ablesell them without incurring losses. We plandowse credit lines to provide working capital
if necessary, but there is no assurance we witlldde to secure credit and if we can, whether tevitide acceptable.

We are considering investment alternatives forftihere. We intend to continue our objectives obiding credit and market risk, but
there is no assurance that investment yield witdmparable, on an after-tax basis, to the yiefdawrtion rate securities.

We believe that our existing cash, cash equivalamtsmarketable securities along with funds expetide generated from future
operations will provide us with sufficient fundsftoance our current operations for the next twehanths, and that we will be able to secure
credit if needed because of illiquidity in our mat&ble securities.

Off Balance Sheet Arrangements

In the normal course of business, we have agreealémnnify our officers and directors to the maximextent permitted under
Delaware law and to indemnify customers as to oeitdellectual property matters related to salesw products. There is no maximum limit
on the indemnification that may be required untiesé agreements. We have never incurred, nor dexpect to incur, any liability for
indemnification. Except for indemnification agresmis, we do not have any “off balance sheet arrapgés”.

Contractual Obligations

We have contractual obligations of approximately dmounts set forth in the table below. These amsaexclude purchase orders for
goods and services for current delivery. The mjarf our purchase orders are blanket purchasa®tbat represent an estimated forecast of
goods and services. We do not have a commitmehilityaon the blanket purchase orders. Since waatchave the ability to separate out
blanket purchase orders from non-blanket purcheder® for goods and services for current delivilrgse amounts are excluded from the table
below. The commitments under the MCDA are thodeital certain research and development to
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improve critical care products and develop new potsifor sale to Hopsira and to provide sales gfists focused on critical care. We believe
that our existing cash and liquid investments alaith funds expected to be generated from futurraons will provide us with sufficient
funds to meet commitments under all of our contralopbligations. There are no obligations past 20@Sthousands)

2008 2009
MCDA $ 8,801 % 5,50(
Property and equipment 2,42¢ —
Total $ 11,22¢ $ 5,50(

Forward Looking Statements

Various portions of this Report, including this Mg@ment Discussion and Analysis, describe trends in asiness and finances tl
we perceive and state some of our expectationdeliefs about our future. These statements abeuiutiure are “forward looking statements,”
and we identify them by using words such as “be&jétexpect,” “estimate,” “plan,” “will,” “continu¢” “could,” “may,” and by similar
expressions and statements about aims, goals ansl. glhe forward looking statements are based@beht information currently available to
us and assumptions that we believe are reasoralileje do not intend the statements to be repratens as to future results. They include,

among other things, statements about:

»  future operating results and various elements efating results, including future expenditures ales and
marketing and product development, future salesuaitdzolumes of products, future license, royalhd
revenue share income, production costs, gross mgtgigation expense, SG&A, R&D expense, futuosts
of expanding our custom L.V. systems business,nmgdosses, cash flow, changes in working capiahs
such as receivables and inventory, selling priaed,income taxes;

» factors affecting operating results, such as shigs® specific customers, reduced dependence roentu
proprietary products, expansion in internationatkats, selling prices, future increases or deceassales of
certain products and in certain markets and digtioh channels, increases in systems capabiliiesduction
and sales of new products, warranty claims, rebatesluct returns, bad debt expense, inventoryirements,
manufacturing efficiencies and cost savings, urhuofacturing costs; establishment of productiailifees
outside the U.S., adequacy of production capamsults of R&D, asset impairment losses, relocation
manufacturing facilities and personnel, effect xj@nsion of manufacturing facilities on production
efficiencies and resolution of production ineffictées, business seasonality and fluctuations imtera
results, customer ordering patterns and the efffatew accounting pronouncements;

* new or extended contracts with manufacturers aythgworganizations, dependence on a small number of
customers, effect of the acquisition of Hospiraedt 8ake City manufacturing facility and the manctfae of
products for Hospira under the MCDA, cost savings ase of our systems and procedures under the MCDA
and the outcome of our strategic initiatives; ragniy approvals and compliance; outcome of litigati
competitive and market factors, including contirqudevelopment of competing products by other
manufacturers, consolidation of the healthcare igevmarket and downward pressure on selling pritgsre
purchases of treasury stock; working capital rezraents; liquidity and realizable value of our maakdée
securities, outcome of future auctions of auctime securities, securing of credit lines, futureestment
alternatives, foreign currency denominated findriostruments; capital expenditures; acquisitiohstber
businesses or product lines; indemnification liéibs; contractual liabilities.

The kinds of statements described above and sifoitarard looking statements about our future penfance are subject to a number of
risks and uncertainties which one should considevialuating the statements. First, one shouldidenthe factors and risks described in the
statements themselves. Those factors are unceatainif one or more of them turn out differenthathwe currently expect, our operating res

may differ materially from our current expectations
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Second, one should read the forward looking statésria conjunction with the Risk Factors in Item @fthis Annual Report to the
Securities and Exchange Commission. Also, our &fitiare operating results are subject to otherartgmt factors that we cannot predict or
control, including among others the following:

» general economic and business conditions;

« the effect of price and safety considerations @enhalthcare industry;

»  competitive factors, such as product innovationy technologies, marketing and distribution streregytl
price erosion;

* unanticipated market shifts and trends;

» the impact of legislation affecting government reimsement of healthcare costs;

» changes by our major customers and independenibdigtrs in their strategies that might affect thefforts to
market our products;

e unanticipated production problems; and
» the availability of patent protection and the aofsénforcing and of defending patent claims.

We disclaim any obligation to update the statements announce publicly the result of any revisiomny of the statements contained
herein to reflect future events or developments.

Item 7A. Quantitative and Qualitative Disclosuresabout Market Risk

We have a portfolio of corporate preferred stoaks federal-taxexempt state and municipal government debt seesrilihe securitie
are all “investment grade” and we believe that aeehvirtually no exposure to credit risk. Divideguald interest rates reset at auction for most
of the securities at seven to forty-nine day intés\so we have very little market risk, that iskrihat the fair value of the security will change
because of changes in market interest rates. Bgoémber 31, 2007 and 2006, we had no declindgeimbrket values of these securities.

Up until early February 2008, the market for ouswséies was highly liquid. Liquidity has been stémtially impaired since then. See
Part |, Item 1A. Risk FactoM/e could be adversely affected by turbulence irctedit marketsand Part |, Iltem 7. Management Discussion and
Analysis of Financial Condition and Results of Ggiiems, Liquidity and Capital Resourc&snancing Activities We intend to continue our
objectives of avoiding credit and market risk ie fature.

Our future earnings are subject to potential ineeear decrease because of changes in short-tezreshtrates. Generally, each one-
percentage point change in the discount rate &ilke our overall yield to change by two-thirdshi@é-quarters of a percentage point,
depending upon the relative mix of federal-esempt securities and corporate preferred stockseiportfolio and market conditions specific
the securities in which we invest.

Foreign currency exchange risk for financial instamts on our balance sheet, which consist of @sfounts receivable and accounts
payable, is not significant to our financial stagts. Sales from the U.S. and Mexico to foreigtrihistors are all denominated in U.S. dollars.
We have manufacturing, sales and distribution it&slin several countries and we conduct busitr@ssactions denominated in various
foreign currencies, principally the Euro and Mexid2eso. Cash and receivables in those countriestieen insignificant and are generally
offset by accounts payable and accruals in the $ama@n currency, except for Italy, where our Bero asset position at December 31, 2007
and 2006 were approximately €4.4 million and €2ilfion. We expect that in the future, with the gitbmof our European distribution
operation, that net Euro denominated instrumeniscamtinue to increase. We currently do not hedgeforeign currency exposures.

Our exposure to commodity priceraes relates primarily to certain manufacturingrapens that use resin. We manage
our exposure to changes in those prices througlprmeaurement and supply chain management pradcitgshe effect of price changes has not
been material. We are not dependent upon any ssoglece for any of our principal raw materials afidsuch materials and products are re:
available.

Item 8. Financial Statements and Supplementary Dat
[THE REMAINDER OF THIS PAGE LEFT INTENTIONALLY BLAN K]
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Report of Independent Registered Public Accountingdrirm

To the Board of Directors and Stockholders
ICU Medical, Inc.

We have audited the consolidated balance she¢é® bMedical, Inc. and subsidiaries as of Decemidgr2B07 and 2006, and the related
consolidated statements of income, stockholdensite@nd comprehensive income and cash flows foh @di the three years in the period
ended December 31, 2007. Our audits also incltiiefinancial statement schedules of ICU Mediaad, listed in Item 15(a). These financial
statements and schedules are the responsibiltyea€ompany’s management. Our responsibility xjaress an opinion on these financial
statements and schedules based on our audits.

We conducted our audits in accordance with thedstais of the Public Company Accounting OversighamBlogUnited States). Those stand:
require that we plan and perform the audit to obtaasonable assurance about whether the finatataiments are free of material
misstatement. An audit includes examining, onstltasis, evidence supporting the amounts andodis@s in the financial statements. An
audit also includes assessing the accounting ptesiused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thiataudits provide a reasonable basis for our opini

In our opinion, the consolidated financial statetaerferred to above present fairly, in all materégpects, the financial position of ICU
Medical, Inc. and subsidiaries as of December B072and 2006, and the results of their operatioistiaeir cash flows for each of the three
years in the period ended December 31, 2007, ifocmity with U.S. generally accepted accountingipiples. Also, in our opinion, tt

related financial statement schedules, when coreside relation to the basic consolidated finanstatements taken as a whole, present fairly
in all material respects the information set fdrtérein.

We also have audited, in accordance with the stasdz the Public Company Accounting Oversight Bo@snited States), ICU Medical,
Inc.’s and subsidiaries’ internal control over ficéal reporting as of December 31, 2007, basediteria established imternal Control—
Integrated Frameworissued by the Committee of Sponsoring Organizatidrise Treadway Commission (COSO) and our repatedi
February 21, 2008 expressed an unqualified opiaiothe effectiveness of ICU Medical Inc.’s andgdlaries’ internal control over financial
reporting.

/s/ McGladrey & Pullen, LLF
Irvine, California
February 21, 200
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ICU MEDICAL, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(Amounts in thousands, except share and per slatag d

ASSETS
CURRENT ASSETS

Cash and cash equivalel
Marketable securitie

Cash, cash equivalents and marketable securities
Accounts receivable, net of allowance for doub&fttounts of $655 in 2007 and $310 in 2!
Inventories
Prepaid income taxe
Prepaid expenses and other current a:
Deferred income taxes - current portion

Total current asse

PROPERTY AND EQUIPMENT, ne
INTANGIBLE ASSETS, ne

DEFERRED INCOME TAXES- non current portiol
TAXES RECEIVABLE - nor-current portior
OTHER ASSETS

LIABILITIES AND STOCKHOLDERS EQUITY
CURRENT LIABILITIES:
Accounts payabl
Accrued liabilities
Total current liabilities

COMMITMENTS AND CONTINGENCIES
DEFERRED INCOME TAXES- non current portiol
INCOME TAXES PAYABLE - non current portiol
MINORITY INTEREST

STOCKHOLDER? EQUITY:

Convertible preferred stock, $1.00 par value Autter—500,000 shares; Issued and outstar—
none

Common stock, $0.10 par value - Authorized—80,000 $hares; Issued 14,746,951 shares in 2
and 2006, outstanding 13,689,450 and 14,620,42&sla 2007 and 2006, respectiv

Additional paic-in capital

Treasury stock, at co— 1,057,501 and 126,530 shares in 2007 and 2006 ctreply

Retained earning

Accumulated other comprehensive income
Total stockholder equity

December 31,

2007 2006
$ 787 $ 13,15:
87,77( 103,76
95,64: 116,91¢
26,11 26,53:
19,50« 16,31¢
2,74( 4,541
4,74¢ 4,25¢
4,50¢ 2,87¢
153,25' 171,43
72,70¢ 59,03
11,88« 9,781
2,43: 2,87¢
1,84¢ —
465 1,11¢
$ 24259: $ 244,24
$ 8,43¢ $ 8,13(
13,03¢ 7,78¢
21,47 15,91¢
4,32t 3,08¢
2,89( —
— 35¢
1,47¢ 1,47¢
74,80 74,48¢
(40,776) (5,389)
177,00« 153,92
1,39¢ 381
213,90 224,88
$ 242,59 $ 244,24

The accompanying notes are an integral part oktbessolidated financial statements.
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ICU MEDICAL, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
(Amounts in thousands, except share and per slagag d

For the years ended December 31,

2007

2006

2005

REVENUES:
Net sale: $ 185,61¢ $ 198,78t $ 154,62:
Other 2,52( 2,82¢ 2,911
TOTAL REVENUE 188,13t 201,61: 157,53:
COST OF GOODS SOLD 109,89! 120,92¢ 88,12¢
Gross profit 78,24 80,68¢ 69,40
OPERATING EXPENSES
Selling, general and administrati 45,48¢ 44.,24¢ 36,99:
Research and developme 8,111 7,65¢ 4,817
Gain on sale of buildin — (2,097 —
Total operating expenses 53,59¢ 49,811 41,80¢
Income from operations 24,64¢ 30,87: 27,59¢
OTHER INCOME 8,69¢ 4,467 2,721
Income before income taxes and minority interest 33,34¢ 35,33¢ 30,31¢
PROVISION FOR INCOME TAXES (20,33Y) (20,240 (20,459
MINORITY INTEREST 70 56& 417
NET INCOME $ 23,07¢ $ 25,66( $ 20,27«
NET INCOME PER COMMON SHARI
Basic $ 162 $ 176 $ 1.47
Diluted $ 151 $ 164 $ 1.3F
Weighted average number of sha
Basic 14,281,69 14,411,69 13,810,51
Diluted 15,265,10 15,599,13 15,039,89

The accompanying notes are an integral part oktheasolidated financial statements.
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ICU MEDICAL, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS ' EQUITY AND COMPREHENSIVE INCOME
(Amounts in thousands, except share data)

Common Stock

Accumulated

Number Additional Other
of Shares Paid-In Treasury Retained Comprehensive Comprehensive
Outstanding Amount Capital Stock Earnings Income Total Income
BALANCE, December 31, 2004 13,574,96 $ 1,41¢ $ 61,75 $ (15,290 $ 107,99: $ 48C % 156,34¢ $ 5,30:
Exercise of stock options and related income tax
benefits 541,06 — (2,42)) 14,137 — — 11,71¢
Proceeds from employee stock purchase 20,26¢ — (63) 544 — — 481
Research and development tax credit originatinm
stock options — — 887 — — — 887

Comprehensive incomr
Net income — — — — 20,27¢ — 20,27:  $ 20,27¢
Other comprehensive income, net of tax ben
Foreign currency translation adjustment net of

tax effect of $26. — — — — — (50¢) (50¢€) (508)
BALANCE, December 31, 2005 14,136,29 1,41¢ 60,15« (609) 128,26" (28) 189,19¢ $ 19,76¢
Purchase of treasury sto (165,32) — — (6,98¢€) — — (6,98¢)
Exercise of stock options and related income tax
benefits 604,24( 57 13,52¢ 1,28: — — 14,867
Proceeds from employee stock purchase 45,20¢ 2 32C 93C — — 1,252
Stock compensatic — — 487 — — — 487

Comprehensive incomnr
Net income — — — — 25,66( — 25,66( $ 25,66(
Other comprehensive income, net of tax ben
Foreign currency translation adjustment net of

tax effect of $(127 — — — — — 40¢ 40¢ 40¢
BALANCE, December 31, 2006 14,620,42 $ 1,47 $ 74,48¢ $ (5,389 $15392¢ $ 381 % 22488 $ 26,06¢
Purchase of treasury sto (1,062,92) — — (41,000 — — (41,000
Exercise of stock options and related income tax
benefits 89,25: — (56€) 3,74¢ — — 3,18(
Proceeds from employee stock purchase 42,69¢ — (459) 1,861 — — 1,40z
Stock compensatic — — 1,052 — — — 1,052
Minority interest share transf — — 28¢ — — — 28¢
Comprehensive incomr
Net income — — — — 23,07¢ — 23,07¢ % 23,07¢

Other comprehensive income, net of tax ben
Foreign currency translation adjustment ne
tax effect of $(472 — — — — — 1,01t 1,01t 1,01f

BALANCE, December 31, 2007 13,689.45 $ 1,47¢ $ 74,80 $ (40,779 $ 177,000 $ 13% $ 21390: $ 24,09¢

The accompanying notes are an integral part oktheasolidated financial statements.
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ICU MEDICAL, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in thousands)

For the years ended December 31,

2007 2006 2005
CASH FLOWS FROM OPERATING ACTIVITIES
Net income 23,07¢ $ 2566( $ 20,27:
Adjustments to reconcile net income to net cashigeal by operating activitie:
Depreciation and amortizatic 11,79¢ 11,23! 9,69¢
Provision for doubtful accoun 331 (273) (181)
Stock compensation exper 1,052 487 —
Minority interest (70 (565) (4179)
Write-off of in-process research and developn — — 374
Gain on sale of asset| (130 (2,099 —
Cash provided (used) by changes in operating agrdtfabilities, net of assets purcha
Accounts receivabl 523 (2,359 (14,65¢)
Inventories (3,039 (78%) 3,06¢
Prepaid expenses and other as (240 (1,504 (2,247
Accounts payabl 25C 3,03¢ 2,21(
Accrued liabilities 5,14¢ (1,147 3,26:
Prepaid and deferred income ta 2,81( (90) 1,647
Tax benefits from exercise of stock options in 2005 — — 4,33¢
Net cash provided by operating activit 41,51: 31,60¢ 27,37:
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property and equiprmr (23,645 (19,617 (5,509
Proceeds from sale of ass 504 6,06z —
Cash paid for acquired ass (3,224 — (32,60¢)
Proceeds from finance loan repayme 73 2,881 2,64¢
Purchases of marketable securi (38,867 (43,729 (60,419
Proceeds from sale of marketable secur 54,85¢ 19,847 62,25(
Net cash used in investing activities (10,299 (34,546 (33,629
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from exercise of stock optir 2,09( 8,491 7,17¢
Proceeds from employee stock purchase 1,40z 1,252 481
Tax benefits from exercise of stock options in 2@@d 200¢ 551 6,512 —
Purchase of treasury sto (41,000 (6,986 —
Net cash provided by (used in) financing activities (36,957 9,27¢ 7,651
Effect of exchange rate changes on cash 462 (38) (162)
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENT (5,280() 6,29¢ 1,23¢
CASH AND CASH EQUIVALENTS, beginning of yei 13,15 6,854 5,61¢
CASH AND CASH EQUIVALENTS, end of year 7,87 $ 13,15 $ 6,854
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATIO!
Cash paid during the year for income taxes $ 747¢ $ 4001 $  4,46F

The accompanying notes are an integral part oktheasolidated financial statements.
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ICU MEDICAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2007, 2006 and 2005
(Amounts in tables in thousands, except share ancepshare data)

Note 1: Summary of Significant Accounting Policies

a. Introduction

The accompanying consolidated financial statemiesne been prepared in accordance with accountingiples generally accepted
the United States of America.

ICU Medical, Inc. (the “Company”a Delaware corporation) operates principally in baosiness segment engaged in the develop
manufacturing and marketing of disposable mediealaks. The Company’s devices are sold principallgistributors and medical product
manufacturers throughout the United States andadl portion internationally. All subsidiaries amdholly or majority owned and are included
in the consolidated financial statements. All intanpany balances and transactions have been atiin

b. Cash and Cash Equivalents

Cash equivalents are liquid investments with agioal maturity of three months or less.

c. Inventories

Inventories are stated at the lower of cost or mtankth cost determined using the first-in, firsttanethod. Inventory costs include
material, labor and overhead related to the matwfiag of medical devices.

Inventories consist of the following at December 31

2007 2006
Raw materia $ 15,62: $ 9,99¢
Work in proces: 1,712 3,25¢
Finished good 2,17( 3,061
Total $ 19,50¢ $ 16,31¢
d. Property and Equipment
Property and equipment, stated at cost, consisteofollowing at December 31:
2007 2006

Machinery and equipme $ 4550 % 38,37:
Land, building and building improvemer 48,54¢ 38,33¢
Molds 14,02¢ 10,95¢
Computer equipment and softwe 8,927 7,251
Furniture and fixture 1,982 2,14z
Construction in progres 4,90( 5,25(
Total property and equipment, c 123,88 102,31¢
Accumulated depreciation (51,179 (43,28)
Net property and equipme $ 72,708 $ 59,03
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The Company uses the straight-line method for degtieg property and equipment over their estimateeful lives. Estimated useful lives
are:

Buildings 15- 30 year
Building improvement: 15 year
Machinery and equipme! 2-10 year
Furniture, fixtures and molc 2-5year
Computer equipment and softws 3-5year

The Company follows the policy of capitalizing erpéures that materially increase the life of thlated assets; maintenance and
repairs are expensed as incurred. The costs &atddeccumulated depreciation applicable to ptymerd equipment sold or retired are
removed from the accounts and any gain or lossfisated in the statements of income at the timdisgosal. Depreciation expense was $10.1
million, $9.4 million and $8.0 million in the yeaended December 31, 2007, 2006 and 2005, resplgctire2006, the Company accelerated
the depreciation of fixed assets related to itethloollection needle products purchased in 20@&rieng an additional $0.4 million of
depreciation. This amount is included in the defat®on expense noted above.

e. Intangible Assets
Intangible assets, amortized on a straight-linesishare carried as cost less accumulated amaotizvaere as follows:

December 31, 200’

Amortization Accumulated

Life in Years Cost Amortization Net
Patents and licenses 10 $ 7,04, $ 1,74. $ 5,30z
MCDA contract * 10 8,571 2,28¢ 6,28t
Royalty agreement 6 1,39¢ 1,18¢ 21¢
Non compete agreeme 5 81¢ 73€ 82
Total $ 17,83: $ 594¢ $ 11,88

December 31, 2006

Amortization Accumulated

Life in Years Cost Amortization Net
Patents and licens 10 $ 3,20C $ 1,27¢ $ 1,921
MCDA contract * 10 8,571 1,42¢ 7,14z
Royalty agreement 6 1,39¢ 92¢ 472
Non compete agreeme 5 81¢ 57¢ 24¢
Total $ 13,98¢ $ 4207 $ 9,781

*MCDA contract: Manufacturing, CommercializationdaDevelopment Agreement (Note 5)

In 2006, the Company wrote off the cost and accatedlamortization of patents and “oth@rtangibles related to the blood collect
needle products purchased in 2002 for impairmenbimection with the decision to discontinue prdituncof this product. The impairment
loss was $0.2 million in 2006 and was charged linge general and administrative expenses. Thaainment loss was determined by
comparing non-discounted future cash flows to thekvalue of these intangibles.

In 2007, the Company paid $2.8 million for certpatents related to the Company’s products.

Amortization expenses in 2007, 2006 and 2005 wag Billion, $1.8 million and $1.3 million, respently, including $0.2 million in
2006 for impairment related to the blood collectimedle products. Estimated annual amortizatioedch of the next five years is
approximately $1.8 million for 2008, $1.5 millionrf2009, $1.5 million for 2010, $1.5 million for 20 and $1.4 million for 2012.

f. Impairment or Disposal of Lorgved Assets

The Company accounts for any impairment or disposking-lived assets in accordance with SFAS N, TAccounting for
Impairment or Disposal of Long-Lived Assets.” TRIBAS requires a periodic review of long-lived &sder indicators of impairment.

No impairment charges, other than discussed in ll@ed Note 3, were recorded in the years endedrbeer 31, 2007, 2006 and
2005.
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g. Research and Development

The Company expenses research and developmentsasisurred.

h. NetIncome Per Share

“Basic” earnings per share is computed by dividietincome by the weighted average number of conshares outstanding.
“Diluted” earnings per share is computed by dividitet income by the weighted average number of comshares outstanding plus dilutive
securities. Dilutive securities are outstandingiowmn stock options (excluding stock options witheaercise price in excess of average me
value), less the number of shares that could haee burchased with the proceeds from the exer€ige @ptions, using the treasury stock
method.

i. Marketable Securities

The Company accounts for investments in accordasitbeStatement of Financial Accounting Standard®&HAS") No. 115,
“Accounting for Certain Investments in Debt and Eg$ecurities,” as amended. That statement requirat securities classified as available
for sale be carried at their fair values and charige¢he securities’ fair values be recorded, fiédh@aome tax effect, as a separate component of
stockholders’ equity. Debt securities that the @any would intend to hold to maturity would be @adrat amortized cost reduced only for
other-thantemporary impairment in values; the Company hadeta securities that it intends to hold to maturiys of December 31, 2007 ¢
2006, the Company has no temporary or other-thaapoeary impairment on its securities.

j- Income Taxes

The Company accounts for income taxes in accordaitbeSFAS 109 “Accounting for Income Taxes” usiihg asset and liability
approach. Under this approach, deferred taxesetezrdined based on the differences between thedialstatements and the tax bases using
rates as enacted in the laws. A valuation allowasestablished if it is “more likely than not” thal or a portion of the deferred tax assets will
not be realized.

In July 2006, the FASB issued FASB Interpretatian Ki8, “Accounting for Uncertainty in Income Taxgah interpretation of FASB
Statement No. 109 (“FIN 48"), which provides crigefor the recognition, measurement, presentatimhdisclosure of uncertain tax positions.
A tax benefit from an uncertain position may beogrdzed only if it is “more likely than not” thate position is sustainable based on its
technical merits. The provisions of FIN 48 are etfifee for fiscal years beginning after December2@)6 and the Company has adopted the
new requirements in its fiscal first quarter of 200he adoption of FIN 48 did not have a materifida on our consolidated financial condition
or results of operations.

The Company recognizes interest and penaltiescktatunrecognized tax benefits and penaltiesdridh provision. The Company
has not recorded any material interest or penaliieiig any of the years presented.

The Company elected a new accounting policy in 20G@®njunction with the adoption of FAS 123(R) awipermitted by
interpretations of FAS 123(R), related to intraipértax allocation of tax benefits that the Compaggeives upon exercise of stock options.
The indirect tax benefits of these deductions, sagcthose recognized for research and developmeditcand Domestic Production Activities
Deductions, are recorded as net reductions ofatherovision. The direct tax benefits of share dasmmpensation will continue to be recorded
through additional-paid-in capital.

k. Revenue Recognition

All of Company’s product sales are FOB shippingnpa@ind ownership of the product transfers to thetaruer on shipment by the
Company. The Company records sales and relateésl wben ownership of the product transfers to tietamer and collectibility is reasonably
assured. Most of the Company’s customers ardlalistrs or medical product manufacturers, althothggne are some sales to end-users. The
Company’s only post-sale obligations are warramiy eertain rebates. With certain exceptions, ensts do not retain any right of return and
there is no price protection with respect to ungwletiuct; returns from customers with return righdise not been historically significant,
therefore no accrual is recorded for this.

The Company warrants products against defects as@ policy permitting the return of defective prog. The Company assesses if
a reserve for warranty returns is needed. Totatamdly expense has been insignificant. The Companyues rebates based on agreements an
on historical experience as a reduction in reveatule time of sale; adjustments to amounts acdnagd not been significant.

43




Other revenue consists of license, royalty andmegesharing payments. Payments expected to beedare estimated and recorded
in the period earned, and adjusted to actual arsomhén reports are received from payers; if theiagufficient data to make such estimates,
payments are not recorded until reported by thezay

l. Accounts Receivable

Accounts receivable are stated at net realizallleevaAn allowance is provided for estimated cdilat losses based on an assessment
of various factors. The Company considers prigmpent trends, the age of the accounts receivatéambes, financial status and other factors
to estimate the cash which ultimately will be reeei. Such amounts cannot be known with certaintjeafinancial statement date. The
Company regularly reviews individual past due bedarfor collectibility.

m. Postretirement and Postmployment Benefits

The Company does not provide retirement or posti@ynpent benefits to employees. The Company maiataiSection 401
(k) retirement plan for employees. Company contidns to the plan in 2007, 2006 and 2005 were@pprately $0.8 million, $0.3 million
and $0.3 million, respectively.

n. Accounting Estimates

The preparation of financial statements in conftymiith generally accepted accounting principleguisees management to make
estimates and assumptions that affect the repartexiints of assets and liabilities and disclosuireofingent assets and liabilities at the da
the financial statements and the reported amodms/enues and expenses during the reporting pedatiual results could differ from those
estimates.

0. New Accounting Pronouncements

Statement of Financial Accounting Standards No, 15dir Value Measurements” (“SFAS 157”), definag fvalue, establishes a
framework for measuring fair value in accordancthwienerally accepted accounting principles, arngheas disclosures about fair value
measurements. The Company will adopt the provistdr&AS 157 effective January 1, 2008. The Commhes not expect SFAS 157 to h
a material impact on its results of operationsafiicial position, or cash flows.

In February 2007, the Financial Accounting Standd@dard (“FASB”) issued SFAS 159, “The Fair Valuption for Financial Assets
and Financial Liabilities” which permits entities thoose to measure many financial instrumentsartdin other items at fair value that are
not currently required to be measured at fair vaBAS 159 will be effective on January 1, 2008 Phovisions of SFAS 159 are elective, .
the Company has not determined whether or to witahewe may implement its provisions or how if iepented, it might affect the
Company'’s financial statements.

In December 2007 the FASB issued SFAS 141R, “Busit@mbinations”. SFAS 141R amends the requirenfentgccounting for
business combinations. SFAS 141R is effectivdif@ncial statements issued for fiscal years bdgmafter December 15, 2008.
Accordingly, any business combinations the Compangages in will be recorded and disclosed follovérigting accounting principles until
December 31, 2008.

Note 2: Share Based Awards

At December 31, 2007, the Company has stock opiims for employees and directors, a subsidiaryatsteck option plan and the
Company has an employee stock purchase plan.

Prior to the January 1, 2006 adoption of the Firmeccounting Standards Board (“FASB”) Statemeiot M123 (revised 2004),
“Share-Based Payment” (“SFAS 123R”), the Compargpanted for stock-based compensation granted tdogexqs and directors under
Accounting Principles Board Opinion No. 25 “Accoungt for Stock Issued to Employees” (“APB No. 25hdarelated interpretations as
permitted by SFAS No. 123 “Accounting for Stock-Bd€Compensation” (“SFAS 123"Accordingly, because the exercise price of theomg
equaled the fair market value of the underlyingsbat the date of grant and because rights tdhpaecstock under the 2002 Employee Stock
Purchase Plan (“ESPP”) were noompensatory under the provisions of APB No. 25¢coimpensation cost was recognized by the Compa
stock-based compensation.

Effective January 1, 2006, the Company adopteddinealue recognition provisions of SFAS 123R ngsthe modified-prospective
transition method. Under this transition methdd¢k-based compensation cost was recognized iodhsolidated financial statements for all
share based payments after January 1, 2006. Trasde stock options, and rights to purchase stoaler the ESPP, because the related
purchase discounts for the ESPP exceeded the aralbawed under SFAS 123R for non-
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compensatory treatment. Compensation cost recegmizludes the estimated expense for the portidineovesting period after January 1,
2006 for share based payments prior to, but ndedess of January 1, 2006, based on the granfalatealue estimated in accordance with the
original provisions of SFAS 123. Results for pri@riods have not been restated, as provided fagntheé modified-prospective method.
Shares to be issued to satisfy future stock omi@rcises and stock purchase rights under the BEPe issued either from authorized but
unissued shares or from treasury shares.

Prior to the adoption of SFAS 123R, the Compang@méed all tax benefits resulting from the exeroisgtock options as operating
cash inflows in the consolidated statements of flas¥s, in accordance with the provisions of thedfging Issues Task Force (“EITF”") Issue
No. 0C-15, “Classification in the Statement of Cash Flafithe Income Tax Benefit Received by a Compargnupxercise of a Nonqualified
Employee Stock Option.” In the Company’s casetadlbenefits received were tax benefits of tax dédos in excess of stock compensation
cost recognized because no stock compensatiomesstecognized under APB No. 25. SFAS 123R reguire benefits of tax deductions in
excess of the compensation cost recognized foetbpsons to be classified as financing cash infloather than operating cash inflows, on a
prospective basis. This amount is shown as “tarefis from exercise of stock options” on the cditsted statement of cash flows. Other
than this classification change, the effect of dishgpSFAS 123R had no effect on the Company’s Clitsted Statement of Cash Flows.

The following information shows the effect on netéme and net income per share for the year endrblger 31, 2005 had
compensation cost been recognized based upontthrags] fair value on the grant dates of stockasj and ESPP, in accordance with SFAS
123R.

2005
Net income, as reporte $ 20,27
Deduct: stoc-based compensation expense determined under fae reethod, ne

of tax (1,949
Net income, pro form $ 18,32¢

Net income per shai

Basic, as reporte $ 1.47
Diluted, as reporte $ 1.3
Basic, pro form: $ 1.3¢
Diluted, pro forme $ 1.22

Total stock-based compensation cost recognizeltkityéars ended December 31, 2007 and 2006 wasilidh and $0.5 million,
respectively, for stock options and the ESPP. takébenefit from the stock-compensation cost reeghin 2006 was $1.5 million, consisting
of $0.1 million benefit from stock compensation erpe and $1.4 million of indirect tax benefit ttret Company received upon the exercise of
stock options. These tax benefits exclude digecbenefits from exercise of stock options, whitd separately reported in the consolidated
statement of cash flows. The indirect benefit uprarcise of stock options relates to researchdandlopment tax credits and other tax credits
which were recorded as a reduction of income tgerge in 2007 and 2006 as permitted by interpogtati SFAS 123R; in prior years, such
benefits were recorded as credits to additional-paicapital. The effect of the adoption SFAS 128Rthe Company’s basic and diluted
earning per share was an increase of $.08 and per0share, respectively, for the year ended Deeeib, 2006.

Stock Option Plans

The 2003 Stock Option Plan (“2003 Plan”) has 1,600,shares of common stock reserved for issuanemfdoyees. Options may be
granted with exercise prices at no less than fairket value at date of grant. Options granted uttteP003 Plan may be “nonstatutory stock
options” which expire no more than ten years fratedf grant or “incentive stock options” as defirie Section 422 of the Internal Revenue
Code of 1986, as amended. Upon exercise of nostgtstock options, the Company is generally Etito a tax deduction on the exercise of
the option for an amount equal to the excess dweexercise price of the fair market value of tharss at the date of exercise; the Company is
generally not entitled to any tax deduction oneRercise of an incentive stock option. The 2003 Rialudes conditions whereby options not
vested are cancelled if employment is terminafBal date, all options granted under the 2003 Plamanstatuatory stock options.

Options were previously granted to employees uttteed 993 Stock Incentive Plan (the “1993 PlarThe 1993 Plan had terms sim
to those of the 2003 Plan, except that optionsregpio more than eleven years from issuance, anti3B3 Plan did not provide for issuanci
incentive stock options. As of January 2005, apgtimay no longer be granted under the 1993 Plan.
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The Company also has the 2001 Directors’ Stockddgd@lan (the “Directors’ Plan”), which had 750, ares reserved for issuance
to members of the Company’s Board of Directorsti@ys not vested terminate if the directorshigeisrinated.

The fair value of stock grants is calculated ushmBlack-Scholes option valuation model. Graots2005 were valued using the
following weighted-average assumptions: rigke interest rate of 4.3 percent, expected opiierof 4.0 years, expected volatility of 52 pert
and no dividends. The weighted average exercise for 2005 option grants was $33.04. The Compgaanted 40,000 options in 2006,
valued at $0.7 million. These grants were valugdgithe following weighted-average assumptionsk-free interest rate of 4.9 percent,
expected option life of 6.0 years, expected vatptdf 36 percent and no dividends. The expectechtwas based on expected future employee
behavior. The Company granted 302,500 option®8v2valued at $5.3 million. These grants weree@lusing the following weighted-
average assumptions: risk-free interest ratepércent, expected option life of 7.6 years, etgubgolatility of 37 percent and no dividends.
The expected term was based on expected futureogegbehavior. The Company estimates the volatfiits common stock at the date of
grant based on the historical volatility of its amon stock. As of December 31, 2007, the Compary$ha3 million of unamortized stock
compensation cost of which approximately $1.2 wrillvill amortize annually in 2008 through 2010, $nillion will amortize in 2011 and
$0.6 million will amortize in 2012. As of Decemb#t, 2007, the Company had one unvested performzased grant of 15,000 options ant
unvested time-based grants totaling 322,500 optiwh&h vest between 2012 and 2017. Vested andateg to vest stock options equal the
Company'’s total outstanding options at DecembefB80y.

A summary of the Company'’s stock option activity flee year ended December 31, 2007 is as follows:

Exercise Price

Weighted

Shares Range Average
Outstanding at December 31, 2( 3,453,700 $ 5.06—$ 41.9¢ $ 20.41
Grantec 302,50( 35.0(— 39.4¢ 35.42
Exercisec (89,257 5.54— 37.0¢ 23.3¢
Forfeited (2) 17.1+— 19.4¢ 18.27
Outstanding at December 31, 2( 3,666,95. $ 5.06—$ 41.9¢ $ 21.5¢
Exercisable at December 31, 2( 3,329,45. $ 5.0e—$ 39.5¢ $ 20.17

Available for grant at December 31, 20!

2003 Plar 959,50(
Director's Plan 462,75(
1,422,25I

The intrinsic value of stock options exercisedha year ended December 31, 2007, 2006 and 200$Wasnillion, $17.1 million and
$12.4 million, respectively. The intrinsic valukaptions outstanding and options exercisable aeb#er 31, 2007 was $53.7 million and
$53.2 million, respectively, based on the Companidsing stock price of $36.01 on December 31, 2007e above intrinsic values are before
applicable taxes. The weighted average remairomgractual term of options outstanding and optiexercisable at December 31, 2007, was
4.3 years and 3.8 years, respectively.

The number of options that are anti-dilutive beesth®ir exercise price exceeded the average maricet of the Company’s common
stock approximated 55,000, 17,000 and 791,000 @7 2R006 and 2005, respectively.
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A summary of the Company’s weighted average fdineséor stock option activity in 2007 is as follows

Weighted

Average

Grant Date

Shares Fair Value
Nonvested at December 31, 2( 55,66¢ $ 13.8¢
Granted 302,50( 17.4z2
Vested (20,669 6.7(C
Forfeited — —
Nonvested at December 31, 2( 337,500 $ 17.4¢

The weighted average grant date fair value of ogtigranted in 2007, 2006 and 2005 was $17.42, $&hd $13.68, respectively.

A majority-owned subsidiary of the Company adomextock option plan under which 300,000 shares wnétally reserved for
issuance to employees and directors. This planineasased to 400,000 in 2006. The terms are sitdlthe Company’s 2003 Plan. The
subsidiary granted 256,000 options with exerciseegrequal to the fair market value at the datgraft and granted 144,000 options with
exercise prices that are greater than the fair etarddue at the date of grant. Total option graft00,000 represent approximately 16.0% of
the outstanding shares of the subsidiary. As afebwer 31, 2006, 396,750 stock options were owutstgrunder this plan, at an average
exercise price of $2.00 and an average grant datedlue of $0.63. As of December 31, 2007, 366 $tock options are outstanding under
plan, 333,501 are exercisable, at an average erepcice of $2.00. The weighted average remaicimgractual life and weighted average
grant date fair value of outstanding options atdédelser 31, 2007 was 7.8 years and $0.60. Duringegheended December 31, 2007 there
were 3,250 options granted at an exercise pri®&2df0, and an average grant date fair value o6s&n@ there were 334 forfeited and no
exercises. The weighted average grant date faievaf options granted in 2006 and 2005 was $0@ab$9.94, respectively. The weighted
average grant date fair value of options veste&2DDV was $0.50. The weighted average grant datedafae of the 66,165 and 163,834 non-
vested options at December 31, 2007 and 2006 was $0d $0.33, respectively. The total fair vadfieptions at grant date which vested
during each year ended December 31, 2007, 200@@0®sIwas $0.1 million, $0.1 million and $0.1 miliicrespectively. Total stock-based
compensation cost in 2007 and 2006 was less thandillion in each year.

Employee Stock Purchase P!

The Company has an Employee Stock Purchase PI&PPE under which U.S. employees may purchase $g2%000 annually of
Common Stock at 85% of its fair market value atlibginning or the end of a six-month offering parizhichever is lower. There are 750,000
shares of Common Stock reserved for issuance uhdd&SPP, which is subject to an annual increasigedesser of 300,000 shares or two
percent of the shares outstanding or such a nuatbdetermined by the Board. To date, there hage be increases. The ESPP is intended to
constitute an “employee stock purchase plan” withenmeaning of Section 423 of the Internal Revebode. Employees purchased 42,699,
45,206 and 20,266 shares of Common Stock unde&e P Plan in the years ended December 31, 2008,82@D2005, respectively. As of
December 31, 2007, there are 598,455 shares aleaitalfuture issuance.

The fair value of rights to purchase shares urtte ESSPP shares is calculated using the Black-Stloplion valuation model. Rights
for the 2007, 2006 and 2005 purchase periods waltees using the following weighted average assummpti risk-free interest rate of 4.7
percent, 4.8 percent and 2.3 percent, respectiegfyected option life of 0.5 years, expected vithatdf 25 percent, 28 percent and 34 percent,
respectively, which is based on the historical tilitya of the Company’s stock, and no dividendss &f December 31, 2007, the Company has
less than $0.1 million of unamortized stock comp¢ins expense from the ESPP which will be recoghirethe first quarter of 2008. The
intrinsic value of ESPP shares at their date ofipase by employees in 2007, 2006 and 2005 wasdidi@n, $0.3 million and, $0.1 million,
respectively.

Note 3: Asset Dispositions

As a result of the relocation of manufacturing frite Company’s San Clemente location to its Satel@ity location in 2006, one
building in San Clemente was no longer needed.S&stember 1, 2006, the Company sold the San Clemesartufacturing building for $6.1
million, net of fees and expenses. The net bodkevaf the land and building was $4.0 million, iéisg in a gain on the sale of the land and
building of $2.1 million.
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In the fourth quarter of 2006, the Company deciediscontinue production on the blood collecti@edle products purchased in
2002. Accordingly, depreciation and amortizaticerevaccelerated for the fixed assets, patents thed imtangibles related to those products.
This resulted in a $0.4 million charge to cost obds sold for depreciation and a $0.2 million ceaselling, general and administrative
expenses for the intangible amortization. Theddug and a royalty agreement remain as assets.Cohgany has leased the building in
Connecticut to October 2008. This lease may benglad for an additional twelve months. Tampany does not anticipate a loss in the €
of a sale of the Connecticut building. In Deceni®@®d7, the Company sold the inventory and machinad/equipment from the discontinued
blood collection needle products line for $1.1 iaiil net of costs, $0.5 million payable at closamgl $0.6 million payable in 2008. The
Company deferred recognition of $0.6 million reverand will recognize this upon receipt of paymeont the buyer.

Note 4: Litigation Matters

In January 2007, the Company received $8.0 miiliogettlement of litigation against a law firm thatmerly represented the
Company in patent litigation matters. This is ugd in Other Income in the Consolidated Statemafritscome for the year ended
December 31, 2007.

On June 28, 2007 the United States District Caurtte Central District of California ordered ICUeRlical, Inc. to pay Alaris Medic
Systems, Inc. (now part of Cardinal Health, In$4.,8 million of fees and costs, which was lateréased to $5.0 million, plus post judgment
interest. The Court’s decision was pursuant to #androught by Alaris for reimbursement of lega¢$ following dismissal of the Company’s
claim of patent infringement against Alaris. Then@any intends to appeal the Court’s judgment disimjsthe Companyg’ claims in the pate
case. Because the order is a judgment againstdhmg&ny and the outcome of the appeal is uncett@nCompany recorded a charge of $5.0
million in Other Income in the Consolidated Statetaf Income for the year ended December 31, 200% Company has not paid the
judgment, pending outcome of the app

Note 5: Asset Purchase

In 2005, the Company acquired a Salt Lake City hUteanufacturing facility, related capital equipmeagrtain inventories and
assumed liabilities from Hospira, Inc. (“Hospirddy approximately $31.8 million in cash and $0.8liom in acquisition costs. The Company
has a twenty-year MCDA with Hospira under which @@mpany produces for sale to Hospira on an ex@usasis substantially all the
products that Hospira had manufactured at thalitiadiHospira retains commercial responsibility tbe products the Company is producing,
including sales, marketing, pricing, distributi@mustomer contracts, customer service and billing.

The Company moved all molding and automated assefridh its San Clemente location to its Salt Laky @cation and has moved
substantially all manual assembly previously donitsi Salt Lake City facility to the production flity in Mexico.

Hospira reimbursed the Company for severance epstsertain other termination costs for workers leygal at the Salt Lake City
plant at the date of purchase that are involuytéeilminated within two years of the May 1, 200%edaf purchase. The Company expensed the
costs of relocating personnel to Salt Lake City] amoving machinery to and installing it in Salt leaRity as these costs were incurred. The
Company paid one-time termination benefits to éemmployees. Total facility moving costs, relooatcosts and termination benefit costs
charged to expense in the year ended DecembeNB&,#hd 2005 were approximately $1.8 million and$tillion, respectively and are
included in cost of good sold. All amounts accrhasie been paid and activity in 2007 was not sicguit. The purchase price and costs were
allocated as follows: property and equipment $dilfion, inventory $10.2 million, intangible asset- MCDA $8.6 million and liabilities
assumed ($1.1) million.

Note 6: MedScanSonics, Inc.

The Company has a 94% interest in MedScanSonics("MSS”), a company developing a new medical devbr use in detecting
coronary heart disease. Its only asset is teclggalelated to the device, which will require prerket submission to the Food and Drug
Administration. The Company’s interest has incegafsom 57% in September 2004 to 94% in Februaf72®ith the interest of other
shareholders shown as minority interest. MSS’y antivity has been research and development gmakiincurred a loss of $4.8 million since
inception, all of which has been funded by the Camyp
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Note 7: Marketable Securities

The Company’s marketable securities, all of whigh@nsidered “available for sale,” consist primadiyp of corporate preferred stocks
and federal-tax-exempt state and municipal govemrebt securities that reset dividend or interatgs at auction, principally from between
seven and forty-nine day intervals. They are cdraiecost, which closely approximates both faiuesind par value throughout the period they
are held. They are readily saleable at par at@udates, and can normally be sold at par betweetioa dates. All securities are “investment
grade” and there have been no gains or losseseandiBposal. Balances consist of the followingpatember 31.:

2007 2006
Corporate preferred securities $ 19,25( % 18,42¢
Federal ta-exempt debt securitie 67,62¢ 84,12t
United States government securities 89t 1,21¢

$ 87,77C  $ 103,76!

The scheduled maturities of the debt securities&8@.6 million between 2015-2025 and $37.0 millbmitween 2026-2040.

Investment income, including, money market funds fimance loans, consisted of the following fortegear:

2007 2006 2005
Corporate dividend $ 521 $ 621 $ 50¢
Tax-exempt interes 3,34 2,61¢ 1,30(
Other interest 491 474 392

$ 4,35¢ $ 3,711 $ 2,19

Note 8: Accrued Liabilities
Accrued liabilities consist of the following at Derober 31:

2007 2006
Salaries and benefi $ 3,47¢ $ 3,56¢
Professional fee 78t 1,024
Legal judgment plus interest (Note 5,14¢ —
Incentive compensatic 1,891 1,84«
Other 1,10€ 1,35
$ 12,40¢ $ 7,78¢

Note 9: Stockholder Rights Plan

In July 1997, the Board of Directors adopted a Bitotder Rights Plan. This plan expired in 2007 amduly 2007, the Board of
Directors adopted an Amended and Restated Rightsefxgent. The Company distributed a Preferred Sharehase Right (a “Rightfpr eact
share of the Company’s Common Stock outstandirtge Rights generally will not be exercisable unfilexson or group has acquired 15% or
more of the Company’s Common Stock in a transadtiahis not approved in advance by the Board oé®ors or ten days after the
commencement of a tender offer which could resué person or group owning 15% or more of the ComBimck.

On exercise, each Right entitles the holder todng share of Common Stock at an exercise pric@25.$In the event a third party or
group were to acquire 15% or more of the Compaaytstanding Common Stock without the prior apprafahe Board of Directors, each
Right will entitle the holder, other than the aaguito buy Common Stock with a market value otmihe exercise price, for the Right’s then
current exercise price. In addition, if the Comparere to be acquired in a merger, shareholdefs wiexercised Rights could purchase
common stock of the acquirer with a value of twtloe exercise price of the Rights.

The Company'’s Board of Directors may redeem théaRifpr a nominal amount at any time prior to theth business day following
an event that causes the Rights to become exeleis@ihe Rights will expire unless previously reaeel or exercised on August 8, 2017.
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Note 10: Income Taxes

The provision (benefit) for income taxes for thaggeended December 31, 2007, 2006, 2005 is asvillo

2007 2006 2005
Current:
Federa $ 9,68t $ 741C $ 12,20¢
State 712 2,13¢ 502
Foreign 352 (175) —
10,75: 9,37( 12,70¢
Deferred:
Federal (85€) 3,99¢ (1,629
State 20C (2,799 102
Foreign 24C (330) (723)
(41€) 87C (2,249
$ 10,337 $ 10,24C $ 10,45¢

Current income taxes payable were reduced froraitih@unts in the above table by $0.5 million, $6.8iom, and $4.3 million in 200’
2006, and 2005, respectively, equal to the diecbenefit that the Company receives upon exeafiseock options by employees and
directors. That benefit is allocated to stockhaddequity. The Company has accrued for tax contieges for potential tax assessments, and in
2007 has recognized a $0.6 million net increasecofuals of which $0.4 million relates to state taserves.

A reconciliation of the provision for income taxatsthe statutory rate to the Company’s effectivertde is as follows:

2007 2006 2005
Amount Percent Amount Percent Amount Percent

Federal tax at the expected statut

rate $ 11,67: 35.(% $ 12,36( 35.(% $ 10,61: 35.(%
State income tax, net of federal eff 44¢ 1.3 (243) (0.7 93¢ 3.1
Tax credits (839) (2.5 (1,469 (4.2 (2,039 3.9
Tax-exempt interest and dividen (1,360 4.7 (1,037 (2.9 (530 .7
Domestic production activities/oth (285) (0.8 521 1.5 — —
Loss of domestic subsidiary n

consolidated for tax purpos 10z 0.3 602 1.7 482 1kt
Foreign income ta 59/ 1.8 (509 (1.9 — —

$ 10,33" 31.% $ 10,24( 29.(% $ 10,45¢ 34.5%

Tax credits in 2007, 2006, and 2005 consist pradtyof research and developmental tax credit20@7 and 2006, the indirect effect
of nonstatutory stock options exercised on reseanchdevelopment tax credits and other tax credit® recorded as reductions of the effec
tax provision as permitted by interpretations of=223(R); benefits related to tax credits prioR®@5 were a reduction in additional paid-in-
capital.

The components of the Company’s deferred incometaxision for the years ended December 31, 20006 2and 2005, are as
follows:

2007 2006 2005

Allowance for doubtful accounts $ 11  $ 148 $ 10C
Inventory reserve 11z (282 (344)
Accruals (2,680 (305) (23€)
State income taxe (225) 1,577 (1,57%)
Acquired future tax deductior 30C (86) 322
Depreciation and amortizatic 497 1,81« 207
Net operating loss*NOL") carryforward 47€ (330 (723
Tax credits 92 (1,666€) —

$ (41¢) $ 87C $ (2,249
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The components of the Company’s deferred incomasarts (liabilities) are as follows:

2007 2006
Current deferred tax assets (liabilitie
Allowance for doubtful accoun $ 88 ¢ 99
Inventory reserve 1,03¢ 1,14¢
Accruals 2,94: 1,27
Tax credits 30C 30C
Foreign 101 10z
State income taxe 44 (48
$ 450¢ $ 2,87¢
Non-current deferred tax ass
State income taxe $ (340 $ (22%)
Tax credits stat 1,95¢ 2,05(
Net operating loss carry forwar 1,732 2,10¢
Valuation allowanct (1,15€) (1,059
Foreign 23€ —
$ 2,43 % 2,87¢
Non-current deferred tax liability
Depreciatior $ (5,575 $ (4,899
Acquired future tax deductiot 2,24¢ 2,54¢
State income taxe (40%) (652)
SFAS 123 (R — 29
Foreign currency translation adjustme (599 (112)
$ (4,327 $ (3,089

Acquired future tax deductions are the tax benéfithided in the Company’s consolidated incomeré&urns originating in Bio-
Plexus, Inc., an entity purchased in 2002, pridtd@cquisition by the Company. They consist af:thie net tax benefit of items expensed for
financial statement purposes but capitalized anorired for tax purposes of $1.9 million at acquisi date, less $1.2 million realized since
acquisition; most of the balance of $0.7 milliorlwe realized in approximately equal amounts dhernext six years, and (b) by the tax
benefited portion of Bio-Plexus’s NOL carryforwasti$1.8 million, less $0.9 million realized sincegaisition, which will be realized in
approximately equal amounts over the next 15 yéander Section 382 of the Internal Revenue Cod#aiceownership changes limit the
utilization of the NOL carryforwards, and the ambahBio-Plexus federal NOL carryforwards recordedhe net federal benefit available.
Bio-Plexus also has approximately $18.0 milliorCainnecticut state NOL carryforwards expiring thrio@§22. Realization of any significant
portion of these NOLs is unlikely, and the Compéaag not ascribed any value to them.

The accounting for the benefits of the acquiredreitax deductions as described above will not lzeyedirect impact on the net
income in the future. However, if any benefits @alized in excess of those recorded, they wilhllecated to reduce non-current intangible
assets related to the acquisition (royalty rightsjl that amount is reduced to zero, with any esdfien recognized as a reduction in tax
expense.

MedScanSonics, Inc., a domestic subsidiary notaataed for tax return purposes until February2b8s a NOL of $3.3 million
expiring through 2027. The realization of the bé&r&fthis NOL is uncertain and has been offsetlyaluation allowance.

A foreign subsidiary has a NOL carryforward of appmately $1.7 million with an indefinite expiratigperiod. The Company fully
expects to utilize this NOL.

Foreign currency translation adjustments, andedl&ax effects, are an element of “other comprekieriscome” and are not included
in net income.

In July 2006, the FASB issued FASB Interpretatian M8, “Accounting for Uncertainty in Income TaxXean interpretation of FASB
Statement No. 109 (“FIN 48"), which provides crigefor the recognition, measurement, presentatimhdisclosure of uncertain tax positions.
A tax benefit from an uncertain income tax positinay be recognized only if it is “more-likely-tharot” that the position is sustainable based
on its technical merits.
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The Company adopted the provisions of FIN 48 oudgnl, 2007. The total gross amount of unrecaghtax benefits as of the date
of adoption was $2.5 million and as of December2BD7 was $3.6 million that, if recognized, wouftkat the effective tax rate. The Comp:
does not anticipate that unrecognized tax benefitsignificantly increase or decrease within 12mths of the reporting date.

The Company is subject to taxation in the Uniteatét and various states and foreign jurisdictidhe. Company’s United States
federal income tax returns for tax years since 20@lIsubject to examination by the Internal Reve®erice. The Internal Revenue Service
recently concluded their examination of tax yearsuigh 2004. The Company’s principal state incéaxereturns for tax years since 1998 are
subject to examination by the state tax authorities

The following table summarizes our cumulative gneseecognized tax benefits under FIN 48:

Balance at January 1, 20 $ 2,53
Increases to prior year tax positic 1,37¢
Increases to current year tax positir 15C
(Decrease) related to settlements (502)
Balance at December 31, 2007 $ 3,55¢

Note 11: Products, Major Customers and Concentratins of Credit Risks

All of the Company’s products are disposable mddiezices. The Company’s principal product iSGtsAVE needleless I.V.
connection system which accounted for $72.3 miJli68.4 million and $62.5 million of revenues in0Z0 2006 and 2005, respectively.
Custom L.V. systems, many of which incorporateGh&\VE connector, accounted for $45.3 million, $3gn#llion and $31.8 million of
revenues in 2007, 2006 and 2005, respectivelyalToitical care products, including custom criticare products but excluding products that
we no longer manufacture under the MCDA, accoufie$56.0 million, $66.6 million and $41.0 milliasf revenues in 2007, 2006 and 2005,
respectively.

The Company sells products, which are sold on ttedins on an unsecured basis, principally throughtte United States to medical
product manufacturers, independent medical supptyilolitors, and in selected cases to hospitalsh@ntecare providers. The manufacturers
and distributors, in turn, sell the Company’s praguo healthcare providers. For the years endegber 31, 2007, 2006 and 2005, the
Company had worldwide sales to one manufacturespita, of 73%, 77% and 74%, respectively, of codstéd revenue. As of December
2007 and 2006, the Company had accounts receifrainteHospira of 53% and 61%, respectively, of cdidsted accounts receivable.

Export sales and sales outside the United Statt€anada accounted for 13%, 10% and 8% of totames in 2007, 2006 and 2005,
respectively.

As of December 31, 2007, approximately $41.3 millid the Company’s long-lived assets, principallggerty and equipment, were
located outside the United States: approximate8:CGaillion in Mexico and approximately $6.3 milfian Italy. As of December 31, 2006,
approximately $28.9 million of the Company’s lorigeld assets, principally property and equipmentewecated outside the United States:
approximately $23.4 million in Mexico and approxielg $5.5 million in Italy.

Note 12: Commitments and Contingencies

The Company is from time to time involved in vasdagal proceedings, most of which are routingdiiion, in the normal course of
business. In the opinion of management, the résalof the legal proceedings in which the Companiynvolved will not have a material
adverse impact on the Company’s financial positioresults of operations.

In the normal course of business, the Company tweed to indemnify officers and directors of then@@any to the maximum extent
permitted under Delaware law and to indemnify comos as to certain intellectual property mattelatee to sales of the Company’s products.
There is no maximum limit on the indemnificatiomtimay be required under these agreements. Th@&ugnhas never incurred, nor do we
expect to incur, any liability for indemnificatiorExcept for indemnification agreements, the Comypdmes not have any “off balance sheet
arrangements”.
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Note 13: Quarterly Financial Data - Unaudited

Quarter Ended

March 31 June 30 Sept. 30 Dec. 31

2007
Total revenu $ 48,83: $ 48,89( $ 44.86¢ $ 45,547
Gross profit 19,21¢ 20,63¢ 19,36¢ 19,02:
Net income 9,81¢ 2,54¢ 4,707 6,01:
Net income per shar

Basic $ 067 $ 0.1¢ $ 03: % 0.44

Diluted $ 0.6 $ 0.1€ $ 031 $ 0.41
2006
Total revenue $ 48,78. $ 51,42 $ 48,60( $ 52,80
Gross profit 21,35( 23,07« 18,85( 17,41(
Net income 6,36¢ 6,292 6,14: 6,86(
Net income per shar

Basic $ 0.4t $ 044 $ 04z $ 0.47

Diluted $ 041 $ 04C $ 03¢ $ 0.44

Iltem 9. Changes in and Disagreements with Accoumntés on Accounting and Financial Disclosure.
None.
Item 9A. Controls and Procedures.

Disclosure Controls and Procedures

Our principal executive officer and principal fir@al officer have concluded, based on their evamadf our disclosure controls and
procedures (as defined in Regulations 13a-14(c)1&ad 4(c) under the Securities Exchange Act of 1934j)fdake end of the period covered
this Report, that our disclosure controls and pdaces are effective to ensure that the informatierare required to disclose in the reports that
we file or submit under the Exchange Act is accuated and communicated to our management, incluglingprincipal executive officer and
principal financial officer, as appropriate to alldimely decisions regarding required disclosurd #rat such information is recorded,
processed, summarized and reported within the pien@ds specified in the rules and forms of theuBges Exchange Commission. There
were no significant changes in our internal comstianl in other factors that could significantly affeur internal controls subsequent to the date
of the principal executive officer's and princigaancial officer’s evaluation, including any coctieve actions with regard to significant
deficiencies and material weaknesses.

Managemeris Annual Report on Internal Control over Finan&eaborting

Management of the Company is responsible for estiaby and maintaining adequate control over then@any’s financial reporting.

Management has used the criteridriternal Control — Integrated Framewoigsued by the Committee of Sponsoring Organizations
of the Treadway Commission to evaluate the effecidss of its internal control over financial repuayt

Management of the Company has concluded that tihep@oy has maintained effective internal controlrotgfinancial reporting as
of December 31, 2007 based on the criterimiarnal Control — Integrated Framewoissued by the Committee of Sponsoring Organizations
of the Treadway Commission.

The Company’s internal control over financial repay is a process designed under the supervisitimeo€ompany’s principal
executive and principal financial officers and eféal by the Company’s Board of Directors, managensstd other personnel to provide
reasonable assurance regarding the reliabilitynaiicial reporting and the preparation of finansiatements for external purposes in
accordance with generally accepted accounting ipleee The Company’s internal control over finaheceporting includes those policies and
procedures that (1) pertain to the maintenanceadrds that, in reasonable detail, accurately aimlty freflect the transactions and dispositions
of the assets of the Company; (2) provide reasenadgurance that transactions are recorded assaecés permit preparation of financial
statements in accordance with generally accepteouating principles, and that receipts and expenekt of the Company are being made only
in accordance with authorizations of managementdinedtors of the Company; and (3) provide reastmabsurance regarding prevention or
timely detection of unauthorized acquisition, usedisposition of the Company’s assets that coakkera material effect on the financial
statements.
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Because of the inherent limitations of internaltcohover financial reporting, material misstatersedue to error or fraud may not be
prevented or detected on a timely basis. Alsgeptmns of any evaluation of the effectivenesghefinternal control over financial reporting
future periods are subject to the risk that thetrmdsimay become inadequate because of changesiditions, or that the degree of compliance
with the policies or procedures may deteriorate.

The Company’s independent registered public acaogifirm that audited the financial statementsideld in this Annual Report on
Form 10-K has issued to the Company an attestatjport on Management’s Assessment of the Compantgsnal Control over Financial
Reporting and that report is included on the folloywpage.
Item 9B. Other Information

None
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders
ICU Medical, Inc.

We have audited ICU Medical, Inc.’s and subsid&rieternal control over financial reporting aslzécember 31, 2007, based on criteria
established itnternal Control—Integrated Framewoiksued by the Committee of Sponsoring Organizatirike Treadway Commission
(COSO0). ICU Medical, Inc.’s management is respaedior maintaining effective internal control ovfi@arancial reporting and for its
assessment of the effectiveness of internal coatret financial reporting included in the accomgagyManagement’s Annual Report on
Internal Control over Financial Reporting. Ourpessibility is to express an opinion on the compsumternal control over financial reporting
based on our audit.

We conducted our audit in accordance with the stedgdof the Public Company Accounting Oversightq&@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 cordwar financial reporting, assessing the risk
that a material weakness exists, and testing aaldiaing the design and operating effectivenesstefnal control based on the assessed risk.
Our audit also included performing such other pdoces as we considered necessary in the circunestade believe that our audit provide
reasonable basis for our opinion.

A company’s internal control over financial repogiis a process designed to provide reasonableaassuregarding the reliability of financial
reporting and the preparation of financial statetméor external purposes in accordance with gelyeaatepted accounting principles. A
company'’s internal control over financial reportingludes those policies and procedures that (ftaipeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettitansactions and dispositions of the assetseofdmpany; (2) provide reasonable assurance
that transactions are recorded as necessary tatgegaparation of financial statements in accor@awih generally accepted accounting
principles, and that receipts and expenditureb®itbmpany are being made only in accordance withoaizations 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 lrareterial 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 agjext to the risk that controls may become inadégjbecause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.

In our opinion, ICU Medical, Inc. and subsidiarieaintained, in all material respects, effectiveintal control over financial reporting as of
December 31, 2007, based on criteria establishédémal Control—Integrated Frameworksued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO).

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@inited States), the consolidated
balance sheets of ICU Medical, Inc. and subsidiaaie of December 31, 2007 and 2006, and relatezbidated statements of income,
stockholders’ equity and comprehensive income asth lows for each of the three years in the peginded December 31, 2007, and our
report dated February 21, 2008 expressed an ufigdadipinion.

/s McGladrey & Pullen, LLF
Irvine, California
February 21, 2008
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PART Il
Item 10. Directors and Executive Officers of Regtsant and Corporate Governance.

The information about Registrant’s directors argtitisure of Form 3, 4 or 5 delinquent filers caliedby Item 10, Part Il of
Form 10-K is set forth in Registrant’s definitiveoRy Statement filed or to be filed pursuant to Bation 14A within 120 days of Registrant’s
fiscal year ended December 31, 2007 and such irftiomis incorporated herein by reference. Pursteamstruction G(3) to Form 10-K and
Instruction 3 to Item 401(b) of Regulation S-K,dnhation about Registrant’s executive officersazllor by Item 10, Part IIl of Form 10-K is
set forth in Part | of this Report in a separagenittaptioned “Executive Officers of Registrant.”
ltems 11 though 14.

The information called for by Part 11l of Form 10{Kem 11 - Executive Compensation, Item 12 - Sisg@wnership of Certain
Beneficial Owners and Management and Related Stdd&hMatters, Item 13 - Certain Relationships Retated Transactions and Item 14 —
Principal Accountant Fees and Services) is sel fiorRegistrant’s definitive Proxy Statement filedto be filed pursuant to Regulation 14A
within 120 days of Registrant’s fiscal year endest&@mber 31, 2007, and such information is incotgdrlaerein by this reference.

PART IV
Item 15. Exhibits, Financial Statement Schedules
(a) The following documents are filed as part @ Report:

1. Financial Statements

Form 10-K
Page No.
The financial statements listed below are set fortitem 8 of this Annual Repot
Report of Independent Registered Public Accourfimm 36
Consolidated Balance Sheets at December 31, 2QDZG06 37
Consolidated Statements of Income for the YearsBzecember 31, 2007, 2006 and 2 38
Consolidated Statements of Stockholdé&guity and Comprehensive Income for the Years Erdscember 31, 2007, 20 39
and 200t
Consolidated Statements of Cash Flows for the YEeaded December 31, 2007, 2006 and Z 40
Notes to Consolidated Financial Stateme 41
2. Financial Statement Schedules
The Financial Statement Schedules required tolée dis a part of this Report are:
Schedule I— Valuation and Qualifying Accoun 61

Schedules other than those listed above are onsitee they are not applicable, not required olif@rmation required to be set fol
therein is included in Consolidated Financial Stegats or Notes thereto included in this Report.

3. Exhibits

Exhibits required to be filed as part of this rapre:

Exhibit

Number Description

2.1 Asset Purchase Agreement dated February 25, 200&é&e Registrant and Hospira, Inc. (

2.2 Letter Agreement dated May 1, 2005 between Registiad Hospira, Inc. (11

2.3 Real Estate Purchase Agreement dated Februan@5,l#tween Registrant and Hospira, Inc.
2.4 Transition Services Agreement dated May 1, 200&éen Registrant and Hospira, Inc. (.
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2.5

2.6

3.1

3.2

10.1

10.2

10.3

10.4

10.5

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

10.19

21

List of schedules and exhibits to Asset Purchasedgent, Letter Agreement, Real Estate Purchaseefggnt and
Transition Services Agreement. (1

Letter Agreement dated July 13, 2005 between Ragisand Hospira, Inc. re: Asset Purchase Agreenteted
February 25, 2005 (1+

Registrar’s Certificate of Incorporation, as amended.
Registrar’s Bylaws, as amended. (

Form of Indemnity Agreement with Executive Offic€t3
Registrar’s Amended and Restated 1993 Incentive Stock P

Manufacture and Supply Agreement dated Septemher9B8 between Registrant and B.Braun, Inc. redatinthe
Protected Needle product.(

Supply and Distribution Agreement dated April 395%etween Registrant and Abbott Laboratories, rieleting to the
CLAVE product.(4)

Amended and Restated Rights Agreement dated Oct@)@007 between Registrant and American Stochsfea &
Trust Company as Rights Agent.(]

SafeLine Agreement effective October 1, 1999 by laeitveen Registrant and B.Braun Medical, Inc

Amendment to April 3, 1995 Supply and Distributiagreement, dated January 1, 1999, between RedistnahAbbott
Laboratories.(6

Ca-Promotion and Distribution Agreement, dated Felyr@ar, 2001 between Registrant and Abbott Laborasof8)
Registrar’s 2001 Director Stock Option Plan.(1(

Registrar’s 2002 Employee Stock Purchase Plan.

Registrar’s 2003 Stock Option Plan.(1

Amendment to April 3, 1995 Supply and Distributiagreement, dated as of January 14, 2004, betwegistrRant and
Abbott Laboratories.(1z2

Amendment to February 27, 2001 Co-Promotion andribigion Agreement, dated as of January 14, 2betyeen
Registrant and Abbott Laboratories.(:

Manufacturing, Commercialization and Developmentelggnent between Registrant and Hospira, Inc. éffedlay 1,
2005 (15)

Employment Agreement between Registrant and Gebrgepez, M.D. effective January 1, 2006 (:
Form of Employment Agreements between RegistratttarExecutive Officers effective January 1, 2008)
Form of ICU Medical, Inc. 2005 Long Tem RetentidarP(13)

Letter Agreement dated July 8, 2005 between Regisand Hospira, Inc. re: Manufacturing, Commeizsgion anc
Development Agreement effective May 1, 2005 (

Settlement and Release Agreement dated as of Ja2u2007 between ICU Medical, Inc. and Fulwidett®alee &
Utecht, LLP. (16

Subsidiaries of Registrar
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23.1

311

31.2

32

Consent of McGladrey & Pullen LLI
Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002
Certification of Chief Financial Officer pursuait $ection 302 of the Sarba-Oxley Act of 200z

Certifications of Chief Executive Officer and Chlghancial Officer pursuant to Section 906 of tlaelfane-Oxley Act of
2002

Exhibit 100.INS XBRL Instance Documer

Exhibit 100.SCF  XBRL Taxonomy Extension Schema Docum

Exhibit 100.CAL  XBRL Taxonomy Extension Calculation Linkbase Docutr

Exhibit 100.LAB  XBRL Taxonomy Extension Label Linkbase Docum

Exhibit 100.PRE ~ XBRL Taxonomy Extension Presentation Linkbase Doent

1)

()

3)

(4)

(5)
(6)
(7)
(8)
(9)
(10)

(11)

(12)

(13)

(14)

Filed as an exhibit to Registrant’s Registratioat&nhent Form S-1 (Registration No. 33-45734) fded-ebruary 14, 1992, and
incorporated herein by referen:

Filed as an Exhibit to Registrasttlefinitive Proxy Statement filed pursuant to Ration 14A on March 4, 1999 and incorporated he
by reference

Filed as an exhibit to Registrant’s Quarterly Répor Form 10-Q for the Quarter ended Septembet 383, and incorporated herein by
reference

Filed as an exhibit to Registrant’s Quarterly Répor Form 10-Q for the Quarter ended March 31, 1888 incorporated herein by
reference

Filed as an exhibit to Registris Current Report on Forn-K dated June 18, 1999, and incorporated hereireteyence

Filed as an exhibit to Registr’s Current Report on Forn-K dated February 23, 1999, and incorporated hdxgireference

Filed as an exhibit to Registr’s Registration Statement on For-A/A dated February 9, 1999 and incorporated hdvgireference
Filed as an exhibit to Registris Current Report on Forn-K dated March 7, 2001 and incorporated herein greace

Filed as an Exhibit to Registris Registration Statement on Form 8A/A dated May2D02, and incorporated herein by referel

Filed as an exhibit to Registrant’s definitive Pr&statement filed pursuant to Regulation 14A onilAr2002 and incorporated herein
by reference

Filed as an exhibit to Registrant’s definitive Pyc&Statement filed pursuant to Regulation 14A onil&%, 2003 and incorporated herein
by reference

Filed as an exhibit to Registris Current Report on Forn-K dated January 15, 2004, and incorporated heseneference

Filed as an Exhibit to Registris Quarterly Report on Form -Q for the Quarter ended March 31, 2005, and inaatpd herein b
reference

Filed as an Exhibit to Registrant’s Quarterly Remor Form 10-Q for the Quarter ended June 30, 2808 incorporated herein by
reference
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(15) Filed as an Exhibit to Registrant’s Quarterly Remor Form 10-Q for the Quarter ended June 30, 2806 ncorporated herein by
reference

(16) Filed as an Exhibit to Registrant’s Annual RepartForm 10-K for the year ended December 31, 2006 jrecorporated herein by
reference

(17) Filed as an exhibit to Registris Registration Statement on For-A/A dated October 18,, 2007, and incorporated Inelogireference
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SIGNATURES

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

ICU MEDICAL, INC.
By: /sl George A. Lopez, M.L

George A. Lopez, M.C
Chairman of the Boar

Dated: February 22, 200

SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, this Report has been signed bbipothe following persons on
behalf of Registrant and in the capacities ancherdiates indicated.

Signature Title Date

/s/ George A. Lopez, M.L Chairman of the Board, President, February 22, 2008
George A. Lopez, M.C and Chief Executive Office

(Principal Executive Officer
/s/ Francis J. 'Brien Chief Financial Office| February 22, 200
Francis J. ¢ Brien (Principal Financial Officer)
/s/ Scott E. Lam| Controller February 22, 2008
Scott E. Lamt (Principal Accounting Officer)
/sl Jack W. Browt Director February 22, 2008

Jack W. Browr

/s/ John J. Connol Director February 22, 200
John J. Connot

/s/ Michael T. Kovalchik, 1ll, M.D Director February 22, 200
Michael T. Kovalchik, 111, M.D.

/s/ Joseph R. Sauce Director February 22, 2008
Joseph R. Saucel

/s/ Richard H. Sherman, M.I Director February 22, 2008
Richard H. Sherman, M.L

/s/ Robert S. Swinney, M.[ Director February 22, 200
Robert S. Swinney, M.L
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ICU MEDICAL, INC.

VALUATION AND QUALIFYING ACCOUNTS

SCHEDULE 1l

(Amounts in thousands) Additions
Balance at Charged to Balance
Beginning of Costs and Charged to Write-off/ at End
Description Period Expenses Other Accounts Disposals of Period
For the year ended December 31, 2(
Allowance for doubtful accounts $ 91z $ (181) $ — 3 (13¢) $ 59:
For the year ended December 31, 2(
Allowance for doubtful accounts $ 59: $ (273 $ — 3 (10) $ 31C
For the year ended December 31, 2(
Allowance for doubtful accounts $ 31C $ 34§ — $ — 3 65¢
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Subsidiaries of Registrant

Name

State of Incorporation

Exhibit 21

ICU Medical Sales, Inc

ICU Finance, Inc

Budget Medical Products, In

ICU MedEurope Limited (in liquidatior
ICU MedEurope (NZ) Limited (in liquidatior
ICU Medical de Mexico, S.A. de C.)
ICU Medical Europe S.r.
MedScanSonics, Ini

ICU Medical (Utah), Inc

ICU World, Inc.

ICE Rink, Inc.

ICU (Yantai) Medical Material Co. Ltc

Delaware
California
California
United Kingdom
New Zealanc
Mexico

Italy
Delaware
Delaware
Delaware
Delaware

China




Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We consent to the incorporation by reference iniRegion Statement (Nos. 333-04171, 333-58024; 3382, 333-90464, 333-115654, 333-
115653, and 333-04167) on Form S-8 of ICU Medikal, of our reports dated February 21, 2008 redgtinour audits of the consolidated

financial statements, the financial statement sgleednd internal control over financial reportimghich appear in this Annual Report on
Form 10-K of ICU Medical, Inc. for the year endedd@mber 31, 2007.

/sl McGladrey & Pullen, LLF

Irvine, California
February 21, 200




Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT T O SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002

I, the George A. Lopez, certify that:
1. I have reviewed this annual report on Fof¥Klof ICU Medical, Inc.:

2.  Based on my knowledge, this report doesantain any untrue statement of a material factmit to state a material fact
necessary to make the statements made, in lightdafircumstances under which such statementsmwade, not misleading with respect to the
period covered by this report;

3. Based on my knowledge, the financial statésjend other financial information included iistreport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in this report;

4. The registrant’s other certifying officerdahare responsible for establishing and maintgmiisclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Bgd)) and internal control over financial repogtiias defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

a) designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifg prepared;

b) designed such internal control over financial réipgr or caused such internal control over finahetporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atanoce with generally accepted accounting principles

c) evaluated the effectiveness of the registrant’sldésire controls and procedures and presentedsimgport our conclusions
about the effectiveness of the disclosure contintbprocedures, as of the end of the period covgydhis report based on
such evaluation; and

d) disclosed in this report any change in the registsanternal 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 materiallyeaft, the registrant’s internal control over finaeeporting;

5. The registrant’s other certifying officerdahhave disclosed, based on our most recent etv@tuef internal control over financial
reporting, to the registrant’s auditors and theitee@mmittee of registrant’s board of directors parsons performing the equivalent functions):

a) all significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting
which are reasonably likely to adversely affectribgistrant’s ability to record, process, summaaad report financial
information; and

b) any fraud, whether or not material, that involveanagement or other employees who have a significéain the
registrant’s internal control over financial repogt

Date: February 22, 2008

/sl George A. Lopez, M.C
Chief Executive Office




Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT T O SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002

[, the Francis J. O'Brien, certify that:
1. I have reviewed this annual report on Form 10-KGi§ Medical, Inc.:

2. Based on my knowledge, this report doesantain any untrue statement of a material factmit to state a material fact
necessary to make the statements made, in lightdafircumstances under which such statementsmwade, not misleading with respect to the
period covered by this report;

3. Based on my knowledge, the financial statesjend other financial information included iistreport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in this report;

4. The registrant’s other certifying officerdahare responsible for establishing and maintgmiisclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Bgd)) and internal control over financial repogtiias defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

a) designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifg prepared;

b) designed such internal control over financial réipgr or caused such internal control over finahetporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atanoce with generally accepted accounting principles

c) evaluated the effectiveness of the registrant’sldésire controls and procedures and presentedsimgport our conclusions
about the effectiveness of the disclosure contintbprocedures, as of the end of the period covgydhis report based on
such evaluation; and

d) disclosed in this report any change in the registsanternal 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 materiallyeaft, the registrant’s internal control over finaeeporting;

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatigrterhal control over financial
reporting, to the registrant’s auditors and theitee@mmittee of registrant’s board of directors parsons performing the
equivalent functions):

a) all significant deficiencies and material weaknedsethe design or operation of internal contralsrdinancial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaad report financial
information; and

b) any fraud, whether or not material, that involvemniegement or other employees who have a significéain the
registrant’s internal control over financial repogt

Date: February 22, 2008

/s/ Francis J. ( Brien
Chief Financial Office




Exhibit 32

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of ICU Mediclc. (the “Company”) on Form 10-K for the periedded December 31, 2007 as filed
with the Securities and Exchange Commission ortéte hereof (the “Report”), |, George A. Lopez, &lixecutive Officer of the Company,
certify, pursuant to 18 U.S.C. § 1350, as adoptedyant to § 906 of the Sarbanes-Oxley Act of 200&x;

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities Exg®Act of 1934; and

(2) The information contained in the Report faphesents, in all material respects, the finanmaldition and result of operations of the
Company.

February 22, 200 /s/ George A. Lopez, M.L
George A. Lopez, M.L

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of ICU Medichic. (the “Company”) on Form 10-K for the periedded December 31, 2007 as filed
with the Securities and Exchange Commission ort#tie hereof (the “Report”), I, Francis J. O’'Bri@hief Financial Officer of the Company,
certify, pursuant to 18 U.S.C. § 1350, as adoptedyant to § 906 of the Sarbanes-Oxley Act of 200&x;

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities Exag®Act of 1934; and

(2) The information contained in the Report faphesents, in all material respects, the finanmaldition and result of operations of the
Company.

February 22, 2008 /sl Francis J. 'Brien
Francis J. ¢ Brien




