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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the quarterly period ended: September 30, 200

Or

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from: to

Commission File No.: 0-19974

ICU MEDICAL, INC.

(Exact name of Registrant as specified in its @nart

Delaware 33-0022692
(State or Other Jurisdiction (I.LR.S. Employe
Incorporation or Organizatiol Identification No.)
951 Calle Amanecer, San Clemente, Californi 92673
(Address of Principal Executive Office (Zip Code)

(949) 366-2183
(Registrant’s Telephone No. Including Area Code)

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pastags. Ye&x] No O

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, maccelerated filer or a smaller reporting
company. See the definitions of “large acceleréited, “accelerated filer” and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange
Act:

Large accelerated file[d Accelerated filer[x] Non-accelerated fileid Smaller reporting compan[]

Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the Exgfe Act):
YesO No

Indicate the number of shares outstanding of ehtiiedssuer’s classes of common stock, as ofdtest practicable date:

Class Outstanding at October 15, 200¢
Common 14,367,44:
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ICU Medical, Inc. and Subsidiaries
Condensed Consolidated Balance Sheets
(Amounts in thousands, except share and per sladag d

ASSETS
CURRENT ASSETS
Cash and cash equivalel
Marketable securities
Cash, cash equivalents and marketable securitiestiments

Accounts receivable, net of allowance for doub#fttounts of $292 and $655 as of September 30,

2008 and December 31, 2007, respecti
Inventories
Prepaid income taxe
Prepaid expenses and other current a:
Deferred income taxes - current portion
Total current assets
PROPERTY AND EQUIPMENT, net
INTANGIBLE ASSETS, ne
DEFERRED INCOME TAXE:- nor-current
INCOME TAXES RECEIVABLE- nor-current
OTHER ASSETS

LIABILITIES AND STOCKHOLDERS

CURRENT LIABILITIES:
Accounts payabl
Accrued liabilities
Total current liabilities

DEFERRED INCOME TAXES- nor-current portior
INCOME TAXES PAYABLE - nor-current portior
COMMITMENTS AND CONTINGENCIES

STOCKHOLDERY EQUITY:

Convertible preferred stock, $1.00 par value- Auattenl - 500,000 shares, issued and outstandi

none

Common stock, $0.10 par value- Authorized — 80,000 ,shares, issued 14,746,951 shares at

September 30, 2008 and December 31, :
Additional paic-in capital

Treasury stock, at cost - 379,509 and 1,057,506eshs September 30, 2008 and December 31,

2007, respectivel
Retained earning
Accumulated other comprehensive income, net of tax
Total stockholders’ equity

9/30/08 12/31/07
(unaudited) (1)
$ 61,57¢ 7,87:
55,82( 87,77(
117,39! 95,64
32,31¢ 26,11°¢
19,15¢ 19,50
2,487 2,74C
4,602 4,74¢€
4,702 4,50¢
180,66: 153,25’
73,061 72,70¢
10,98’ 11,88¢
2,68¢ 2,432
1,84¢ 1,84¢
465 465
$ 269,71¢ 242,59
" EQUITY
$ 7,58¢ 8,43¢
14,71 13,03¢
22,30z 21,47¢
4,32t 4,32t
3,12¢ 2,89(
1,47¢ 1,47¢
60,19: 74,80¢
(14,656 (40,776
192,31¢ 177,00
63€ 1,39¢
239,96! 213,90
$ 269,71¢ 242,59:

(1) December 31, 2007 balances were derived fraiitediconsolidated financial statements.

The accompanying notes are an integral part oetbeadensed consolidated financial statements.
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ICU Medical, Inc. and Subsidiaries
Condensed Consolidated Statements of Income
(Amounts in thousands, except share and per sladag d

(unaudited)
Three months ended September 3( Nine months ended September 3(
2008 2007 2008 2007
REVENUES:
Net sales $ 54,37: $ 4437¢ $ 146,42° $ 140,41.
Other 361 48¢ 1,554 2,17¢
TOTAL REVENUE 54,73t 44,86¢ 147,98: 142,59:
COST OF GOODS SOLD 29,78¢ 25,50: 84,45¢ 83,37:
Gross profit 24,94 19,36¢ 63,52: 59,22(
OPERATING EXPENSES
Selling, general and administrati 13,57: 11,48¢ 40,36¢ 34,98¢
Research and development 857 2,234 4,32¢ 6,24(
Total operating expenses, net 14,42¢ 13,71¢ 44,69: 41,22¢
Income from operatior 10,51¢ 5,647 18,83( 17,99:
OTHER INCOME 994 1,37¢ 3,68¢ 7,37¢
Income before income taxes and minority interest 11,51 7,02¢ 22,51¢ 25,36¢
PROVISION FOR INCOME TAXES (3,86¢) (2,319 (7,204 (8,372
MINORITY INTEREST — — — 70
NET INCOME $ 7,645 $ 4,707 $ 15,31 $ 17,06¢
NET INCOME PER SHARE
Basic $ 0.5 $ 03z $ 1.0¢ $ 1.1¢
Diluted $ 05z $ 031 $ 1.0€ $ 1.1C
WEIGHTED AVERAGE NUMBER OF SHARE!
Basic 14,327,21 14,346,76 14,016,14 14,460,76
Diluted 14,685,12 15,290,20. 14,481,38 15,457,81

The accompanying notes are an integral part obtheadensed consolidated financial statements.
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ICU Medical, Inc. and Subsidiaries
Condensed Consolidated Statements of Cash Flows
(Amounts in thousands)

(unaudited)
Nine months ended September 3l
2008 2007
CASH FLOWS FROM OPERATING ACTIVITIES
Net income 15,31¢ $ 17,06¢
Adjustments to reconcile net income to net caskigenl by operating activitie:
Depreciation and amortizatic 10,71« 8,42¢
Provision for doubtful accoun (297) 38€
Minority interest — (70
Stock compensatic 1,357 583
Cash provided (used) by changes in operating asedtiabilities
Accounts receivabl (6,125 (1,34¢)
Inventories 301 (1,299
Prepaid expenses and other as (637) (581)
Accounts payabl (83€) (1,339
Accrued liabilities 1,69¢ 5,31z
Prepaid and deferred income taxes (162) 2,81¢
Net cash provided by operating activities 21,33 29,96:
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property and equipm (9,685 (19,129
Cash paid for acquired ass — (3,229
Proceeds from finance loan repayme 60 68
Purchases of marketable securi (42,069 (29,210
Proceeds from sale of marketable securities 73,54! 27,18t
Net cash provided (used) by investing activities 21,854 (14,309
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from exercise of stock optir 5,03¢ 1,59¢
Proceeds from employee stock purchase 1,372 1,40z
Tax benefits from exercise of stock optic 4,29: 434
Purchase of treasury stock — (25,739
Net cash provided (used) by financing activities 10,70 (22,299
Effect of exchange rate changes on cash (187) 29¢
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT 53,70: (6,347
CASH AND CASH EQUIVALENTS, beginning of period 7,872 13,15
CASH AND CASH EQUIVALENTS, end of period 61,57t $ 6,80¢

The accompanying notes are an integral part obtheadensed consolidated financial statements.
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ICU Medical, Inc. and Subsidiaries
Condensed Consolidated Statements of Compreheinsigme
(Amounts in thousands)

(unaudited)
Three months ended September 3( Nine months ended September 3(
2008 2007 2008 2007

Net income $ 7,645 % 4,707 $ 15,31 $ 17,06¢

Other comprehensive loss, net of t
Unrealized loss on investmet 32 — (320 —
Foreign currency translation adjustment (962) 552 (440 71C
Comprehensive income $ 6,651 $ 5,25¢ $ 14,55 $ 17,77¢

The accompanying notes are an integral part oetbeadensed consolidated financial statements.
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ICU Medical, Inc.
Notes to Condensed Consolidated Financial Statement
September 30, 2008
(Amounts in tables in thousands except share andhage data)
(unaudited)

Note 1: Basis of Presentation: The accompanying unaudited interim condensed cimfaget financial statements have been prepared in
accordance with accounting principles generallyepted in the United States of America and purstatite rules and regulations of the
Securities and Exchange Commission and refleetdilistments, which consist of only normal recurifustments, which are, in the opin
of management, necessary for a fair statementeofdhsolidated results for the interim periods gnésd. Results for the interim period are
not necessarily indicative of results for the féar. Certain information and footnote disclosuresmally included in annual consolidated
financial statements prepared in accordance witleigdly accepted accounting principles have beade&ased or omitted pursuant to such
rules and regulations. The condensed consolidataddial statements should be read in conjunctiith the consolidated financial stateme
and notes thereto included in the Company’s 2007u&hReport to Stockholders.

ICU Medical, Inc. (the “Company”), a Delaware corgiion, operates principally in one business sedgmegaged in the
development, manufacturing and marketing of displesmedical devices. The Company’s devices are muttipally to distributors and
medical product manufacturers throughout the Untades and internationally. All subsidiaries ateolly or majority owned and included in
the consolidated financial statements. All interpamy balances and transactions have been eliminated

Note 2: New Accounting Pronouncements:in December 2007, the FASB issued Statement ofnEinbAccounting Standards (“SFAS”)
141R, “Business Combinations”. SFAS 141R amendsaheirements for accounting for business comhnati SFAS 141R is effective for
financial statements issued for fiscal years bagmafter December 15, 2008. Accordingly, any besgicombinations the Company engages
in will be recorded and disclosed following existiaccounting principles until December 31, 2008.

Note 3: Fair Value Measurement : The Company adopted SFAS No. 157, “Fair Value $deaments” “SFAS 157’gs of January 1, 20(
This statement defines fair value, establisheamdéwork for measuring fair value and expands tte¢e@ disclosure requirements. This
statement applies under other accounting pronouestnthat require or permit fair value measuremérite statement indicates, among o
things, that a fair value measurement assumeshéadtansaction to sell an asset or transfer ditiabccurs in the principal market for the
asset or liability or, in the absence of a printiparket, the most advantageous market for thet asdiability. SFAS 157 defines fair value
based upon an exit price model.

SFAS 157 establishes a valuation hierarchy forlasee of the inputs to valuation used to measaire/Blue. This hierarchy
prioritizes the inputs into three broad levels@kivs: Level 1 inputs are quoted prices (una@jdsin active markets for identical assets or
liabilities. Level 2 inputs are quoted prices fonidar assets and liabilities in active marketsnputs that are observable for the asset or
liability, either directly or indirectly through mieet corroboration, for substantially the full teohthe financial instrument. Level 3 inputs are
unobservable inputs based on our own assumpti@tstosneasure assets and liabilities at fair valufnancial asset or liability’s
classification within the hierarchy is determinexbbd on the lowest level input that is significanthe fair value measurement.

The following table provides the assets and litib#licarried at fair value measured on a recutvagjs as of September 30, 2008:

Fair value measurements at September 30, 2008 using
Quoted prices

Total carrying in active Significant
value at markets for other Significant
September 30, identical observable unobservable
2008 assets (level 1) inputs (level 2) inputs (level 3)
Available for sale securities $ 55,82( $ — 3 32,24. % 23,57¢

The Company’s marketable securities, all of whidh@nsidered “available for sale,” consist priadlyp of corporate preferred
stocks and federal-tax-exempt state and municipabigyment debt securities that reset dividend ter@st rates at auction, principally from
between seven and forty-nine day intervals. Thea@amy has $32.2 million of its marketable secwsitis Level 2 assets, which are pre-
refunded municipal securities and have observalgets. The Company has $23.6 million of its markletzecurities as Level 3 assets due to
the unobservable inputs caused by the lack ofditin the recent auctions. The valuation of theseurities was based on recommended fair
values provided by our broker combined with intéarealysis of interest rate spreads and creditiiyudlhey are carried at fair value that
resulted in a temporary impairment of $0.3 millesof September 30, 2008 which is reflected in O@wmprehensive Income in the
Stockholders’ Equity section of the Condensed Clidtesied Balance Sheet.
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The following tables summarize the change in tlirevi@ues for Level 3 items for the quarter andenimonths ended September 30,
2008:

Level 3 changes in fair value (pre-tax):

Quarter ended Nine months
September 30, ended September
2008 30, 2008

Beginning balance $ 26,11( $ —
Transfer into Level . — 87,77(
Sales (2,525 (63,720
Unrealized holding loss, included in other compredine income (6) (477)
Ending balance $ 23,57¢ $ 23,57¢

In February 2007, the FASB issued SFAS No. 159¢"FFhir Value Option for Financial Assets and Finalndabilities” (“SFAS
159"). SFAS 159 provides companies with an optmreport selected financial assets and finanaailities at fair value. Unrealized gains
and losses on items for which the fair value optias been elected are reported in earnings atsedsiequent reporting date. SFAS 159 was
effective for the Company on January 1, 2008. Thm@any’s management did not elect to begin reppeimy financial assets or liabilities at
fair value upon adoption of SFAS 159. In addititiig Company’s management did not elect to repddiavalue any new financial assets or
liabilities entered into for the quarter ended $egier 30, 2008.

Note 4: Inventories consisted of the following:

9/30/08 12/31/07
Raw material $ 13,69 $ 15,62:%
Work in proces: 2,88¢ 1,71z
Finished goods 2,57¢ 2,17(
Total $ 19,15¢ $ 19,50¢

Note 5: Property and equipmentconsisted of the following:

9/30/08 12/31/07
Machinery and equipment $ 49,877 $ 45,508
Land, building and building improvemer 50,51 48,54¢
Molds 16,52¢ 14,02¢
Computer equipment and softwi 9,94: 8,92
Furniture and fixture 1,99: 1,982
Construction in progress 3,29¢ 4,90(
Total property and equipment, ct 132,14t 123,88
Accumulated depreciation (59,079 (51,179
Net property and equipme $ 73,060 $ 72,70¢

Note 6: Net income per shardas computed by dividing net income by the weighagdrage number of common shares outstanding. Bilute
net income per share is computed by dividing netrime by the weighted average number of common slartstanding plus dilutive
securities. Dilutive securities are outstanding n@n stock options (excluding stock options witheaiercise price in excess of the average
market value for the period), less the number afs$ithat could have been purchased with the pidsdeam the exercise of the options, us
the treasury stock method, and were 357,914 andl923or the quarters ended September 30, 2002@did, respectively and 465,238 and
997,055 for the nine months ended September 3@ 206 2007, respectively. Options that are antitisié because their exercise price
exceeded the average market price of the commak &tio the period approximated 1,423,000 and 1532f00the quarters ended

September 30, 2008 and 2007, respectively and 116Q@%nd 40,000 for the nine months ended SepteBh&008 and 2007, respectively.

Note 7: Income Taxes: Income taxes were accrued at an effective taxafd2% in the first nine months of 2008 compare8386 in the
first nine months of 2007. The effective tax raiféeds from that computed at the federal statutate of 35% principally because of the effect
of state income taxes, state tax credits, tax exé@mpme and deductions for domestic productioiviiets.

8
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Note 8: Major Customers and Geographic Information: The Company had revenues equal to ten percent @ afidotal revenues from
one customer, Hospira, Inc. Such revenues wereatida 2% of total revenue for the quarters endedeSdger 30, 2008 and 2007,
respectively, and 68% and 73% for the nine montised September 30, 2008 and 2007, respectively.

Note 9: Litigation Matters: In January 2007, the Company received $8.0 miliiosettlement of litigation against a law firmattfiormerly
represented the Company in patent litigation msittdihis is included in Other Income in the Coné@enSonsolidated Statements of Income
for the nine months ended September 30, 2007.

In June 2007, the Company recorded a charge ofr#liBn for a judgment against the Company fombursement of legal fees
following the dismissal of the Company’s claim ait@nt infringement. This is included in Other Im@in the Condensed Consolidated
Statements of Income for the nine months endedeSdysr 30, 2007.

Note 10: Commitments and Contingencies: The Company is from time to time involved in wars legal proceedings, either as a defendant
or plaintiff, most of which are routine litigation the normal course of business. The Company\edi¢hat the resolution of the legal
proceedings in which it is currently involved wilbt have a material adverse effect on its finammigition or results of operations.

In the normal course of business, the Company gieed to indemnify officers and directors of ther@pany, to the maximum exte
permitted under Delaware law, and to indemnify cors as to certain intellectual property mattelated to sales of the Company’s
products. There is no maximum limit on the indencaiion that may be required under these agreeme&hésCompany has never incurred,
nor does it expect to incur, any liability for imdaification. Except for indemnification agreemente Company does not have any “off
balance sheet arrangements”.

Item 2. Managements Discussion and Analysis of Financial Condition ahResults of Operations

We are a leader in the development, manufacturesaledof proprietary, disposable medical connectitems for use in vascular
therapy applications. Our devices are designeddtept patients from catheter-related bloodstreafections and healthcare workers from
exposure to infectious diseases through accidaetdlesticks. We are also a leader in the produdi@ustom 1.V. systems and we
incorporate our proprietary products into manyhafse custom V. systems. We are also a significertufacturer of critical care medical
devices, including catheters, angiography kits @ardiac monitoring systems.

Critical Accounting Policies

In our 2007 Annual Report on Form 10-K, we ideetifithe critical accounting policies which affect owre significant estimates
and assumptions used in preparing our consolidatadcial statements. We have not changed thesegmfrom those previously disclosed
in our Annual Report.

New Accounting Pronouncements

In December 2007, the FASB issued Statement ofn€éiabAccounting Standards (“SFAS”) 141R, “Busin€ambinations” (SFAS
141R"). SFAS 141R amends the requirements for adowy for business combinations. SFAS 141R wilkffective for financial statements
issued for fiscal years beginning after December2088. Accordingly, any business combinations ngage in will be recorded and
disclosed following existing accounting principlesil December 31, 2008.

We have implemented all new accounting pronouncésrteat are in effect and that may impact our cbdated financial statemer
and do not believe that there are any other newwatting pronouncements that have been issued ilght mve a material impact on our
consolidated financial statements.

Business Overview

Until the late 1990s, our primary emphasis in paidlievelopment, sales and marketing was disposaddical 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 edald to capture revenue on the entire I.V. daliggstem, and not just a component of the
system.
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Our largest customer is Hospira Inc. Our relatigmstith Hospira has been and will continue to bsiofjular importance to our
growth. In the first nine months of 2008 and thargeended 2007, 2006 and 2005, our revenues fraihdwide sales to Hospira were 68%,
73%, 77% and 74%, respectively, of total revenWés.expect this percentage of revenue range withbmtained in the future as a result of
sales of CLAVE products, custom products, new petgland critical care products to Hospira. Hospaa a significant share of the I.V. set
market in the U.S., and provides us access tatthaket. We expect that Hospira will be importanbtw growth for CLAVE, custom

products, and our other products worldwide.

We believe the success of the CLAVE has motivaded,will continue to motivate others to develop-piece, swabbable,
needleless connectors that may incorporate mattyeafame functional and physical characteristidh@€LAVE. We are aware of a number
of such products. We have patents covering thentdoly embodied in the CLAVE and intend to enfatttese patents as appropriate. If we
are not successful in enforcing our patents, coitipetfrom such products could adversely affect market share and prices for our CLAVE
products. Although overall pricing has been stabtently, the average price of our CLAVE productsyrdecline in the future. There is no
assurance that our current or future productsheilable to successfully compete with products agesl 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 agreements with Hospirama@ufacture custom 1.V. systems for sale by Hasaird jointly promote the products. In
2005, we acquired Hospira’'s Salt Lake City manufany facility and entered into the Manufacturingm@mercialization and Development
Agreement (“MCDA”) to produce their invasive monittg, angiography products and certain other prtgitieey had manufactured at that
facility. We also contract with group purchasingamizations and independent dealer networks fdusian of our CLAVE, custom products
and safe handling products used in markets, suoh@sogy, in the product offerings of those eastiWe are expanding our custom products
business through increased sales to medical prodactifacturers and independent distributors, aralithh direct sales. Custom products,
which include custom I.V., custom oncology and ouastritical care products, accounted for approxatya$51.2 million or 35% of total
revenue in the first nine months of 2008. We expecatinued increases in sales of custom productshve recently introduced a number of
new products: the TEGO for use in dialyses, atidesof oncology products including the SPIROS maés connector device, the Genie vial
access device and custom I.V. sets and ancillagyats specifically designed for oncology therafiyere is no assurance that we will be
successful in finding acquisition opportunitiesjrmacquiring companies or products or that we suiltcessfully integrate them into our

existing business.

Custom products and new products will be of indregenportance to us in future years. We expectinaed growth in our CLAVE
products in the U.S., but at a modest growth e also potentially face substantial increaseompetition in our CLAVE business. Grow
for all of our products outside the U.S. could bbstantial, although to date it has been relatimebgest. Therefore, we are directing
increasing product development, acquisition, safesmarketing efforts to custom products and gbheducts that lend themselves to
customization and new products in the U.S. andniatégonal markets.

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

There is no assurance that we will be successfiahjtlementing our growth strategy. The custom potslmarket is small, and we
could encounter customer resistance to custom ptediurther, we could encounter increased conipretits other companies see
opportunity. Product development or acquisitiorogff may not succeed, and even if we do devel@tquire products, there is no assurance
that we will achieve profitable sales of such prduAn adverse change in our relationship withpias or a deterioration of Hospira’s
position in the market, could have an adverse effeais. Increased expenditures for sales and itiagkand product acquisition and
development may not yield desired results when el or at all. While we have taken steps to abiiiose risks, certain of those risks may
be outside of our control, and there is no asswr#émat steps we have taken will succeed.

The following table sets forth, for the periodsigaded, total revenues by product as a percentatpgad revenues:

Three months endec Nine months endec
September 30, September 30, Fiscal Year Ended
Product Line 2008 2007 2008 2007 2007 2006
CLAVE 37% 40% 3% 38% 38% 34%
Custom product 35% 31% 35% 31% 31% 28%
Critical care 19% 22% 18% 24% 23% 25%
Other product: 8% 6% 7% 5% 7% 12%
License, royalty and revenue sh 1% 1% 1% 2% 1% 1%
Total 10(% 10(% 10(% 10(% 10(% 10(%
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We sell our I.V. administration products to indegent distributors, and through direct sales anoutiih agreements with Hospira
and certain other medical product manufacturersstMfaependent distributors handle the full lineof 1.V. administration products. We s
our invasive monitoring, angiography and I.V. adistimtion products through three agreements witbgtta (the “Hospira Agreements”).
Under a 1995 agreement, Hospira purchases CLAV#8ugts, principally bulk, non-sterile connectors émel CLC2000. Under a 2001
agreement, we sell custom L.V. systems to Hosfita.1995 and 2001 agreements with Hospira providgpia with conditional exclusive
and nonexclusive rights to distribute all existl@d) Medical products worldwide with terms that exdeto 2014. Under the 2005 MCDA, we
sell Hospira invasive monitoring, angiography attteo products which they formerly manufacturechat $alt Lake City facility. The terms
of the MCDA extend to 2025. We also sell certaimentproducts to a number of other medical produurfacturers.

We believe that as healthcare providers continwgther consolidate or join major buying organiaa$i, the success of our products
will depend, in part, on our ability, either indegently or through strategic relationships suchwsHospira relationship, to secure long-term
contracts with large healthcare providers and majing organizations. As a result of this markgtmd distribution strategy, we derive
most of our revenues from a relatively small nunmdfettistributors and manufacturers. The loss df@egic relationship with a customer or a
decline in demand for a manufacturing customerpcts could have a material adverse effect oroparating results.

We have an ongoing program to increase systemitigipa, improve manufacturing efficiency, reduabor costs, reduce time
needed to produce an order, and minimize investingnventory. These include the use of automasseiably equipment for new and
existing products and use of larger molds and mgldaachines. In 2006, we centralized our propiyetanlding in Salt Lake City and
expanded our production facility in Mexico whictokoover the majority of our manual assembly presipdone in Salt Lake City. In 2007,
we began a significant initiative to improve protloic processes, called the “ICU Production System1PS”, which we believe, over time,
will enable us to further improve our manufactureficiency. We started IPS in our Mexico facility2007 and started it in our Salt Lake
City facility in 2008. We may establish additioqaibduction facilities outside the U.S. We had planbegin building a manufacturing facil
in China in 2008, but those plans have been pliodsth There is no assurance as to the beneflR®br our success in establishing
manufacturing facilities outside the U.S.

We distribute products through three distributibl@amnels. Product revenues for each distributiommeblawere as follows:

Three months ended Nine months ended
September 30, September 30, Fiscal Year Ended
Channel 2008 2007 2008 2007 2007 2006
Medical product manufacturers 67% 70% 67% 72% 71% 76%
Domestic distributors/direct 18% 16% 18% 15% 16% 14%
International customers 15% 14% 15% 13% 13% 10%
Total 10C% 10C% 10C% 10C% 10C% 10C%

Sales to international customers do not includé& BWAVE products sold to Hospira in the U.S., baed in I.V. products
manufactured by Hospira and exported. Those sadeimeluded in sales to medical product manufacsui@ther sales to Hospira for
destinations outside the U.S. are included in dal@sternational customers.
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Quarter-to-quarter comparisons. We present summarized income statement data inltéfmancial Statements. The
following table shows, for the year 2007, the thgudarters of 2008 and 2007 and the first nine n®ooft2008 and 2007, the percentages of
each income statement caption in relation to t@atnues.

Three months endec Nine months endec
Year September 30, September 30,
2007 2008 2007 2008 2007
Revenue
Net sales 99% 99% 99% 99% 98%
Other 1% 1% 1% 1% 2%
Total revenues 10C% 10C% 10C% 10C% 10C%
Gross profit 42% 46% 43% 43% 42%
Selling, general and administrative exper 24% 25% 26% 27% 25%
Research and development expenses 5% 2% 5% 3% 4%
Total operating expenses 29% 27% 31% 30% 29%
Income from operations 13% 19% 12% 13% 13%
Other income 5% 2% 3% 2% 5%
Income before income taxes and minority interest 18% 21% 15% 15% 18%
Income taxe: 6% 7% 5% 5% 6%
Minority interest —% —% —% —% —%
Net income 12% 14% 10% 10% 12%

Quarterly results: The healthcare business in the United States jectio seasonal fluctuations, and activity terds t
diminish somewhat in the summer months of Juneg,audl August, when illness is less frequent thamiiter months and patients tend to
postpone elective procedures. This may cause salamrtuations in our business. In addition, we experience fluctuations in net sales
result of variations in the ordering patterns of lamgest customers, which may be driven more loglpetion scheduling and their inventory
levels, and less by seasonality. Our expenses diierot fluctuate in the same manner as net sat@sh may cause fluctuations in operating
income that are disproportionate to fluctuationetn revenue.

Quarter Ended September 30, 2008 Compared to the @uer Ended September 30, 2007

Revenues were $54.7 million in the third quarte@®8 compared to $44.9 million in the third quade2007.

Distribution channels: Net U.S. sales to Hospira in the third quarte2@®8 were $35.7 million, compared to net saleb3tX.4
million in the third quarter of 2007. The $5.3 nah increase was primarily comprised of a $2.2imillincrease in custom product sales, $1.8
million increase in CLAVE sales and $0.7 milliorciease in critical care sales. The increase itoouproduct sales was from higher unit
sales in custom I.V. systems, custom critical @aré custom oncology. The increase in CLAVE anticalicare was from higher unit sales.
We expect comparable sales to Hospira for theykak of 2008 compared to 2007 because the growdhstom I.V. systems and new
oncology product sales should be offset by theidedh critical care and custom critical care prcidgales.

Net sales to domestic distributors/direct (inclgd®anada) in the third quarter of 2008 and 200&wer5 and $7.3 million,
respectively, an increase of $2.2 million or 30%isTincrease was primarily from increased salezistom products of $1.6 million and
CLAVE of $0.4 million. Both increases are primgritom increased unit volume. We expect that sedetomestic distributors/direct in 2008
compared to 2007 will increase principally fromgtb in custom and CLAVE products, with modest salesvth in other products, includi
new products, although there is no assurancetibaetexpectations will be realized.

Net sales to international customers (excludingag@ahwere $8.2 million in the third quarter of 2068mpared to $6.0 million in tl
third quarter of 2007, an increase of $2.2 mill@rB87%. This increase resulted primarily from $thiflion of increased custom product sales
and $0.4 million of increased CLAVE sales. Botbrgases are from increased unit volume. We expertases in sales in 2008 compared to
2007 to international customers across most am@apr@ncipal product lines, although there is nsuaance that these expectations will be
realized.

Product and other revenue: Net sales of CLAVE products were $20.4 milliortle third quarter of 2008 compared to $17.7 nmil
in the third quarter of 2007, an increase of $2illilan or 15%. This increase was in all distributiohannels.
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Net sales of custom products, which includes custdirsystems, custom critical care and custom tmggosales, were $19.1 millic
in the third quarter of 2008 compared to $14.0iorilin the third quarter of 2007. This increaseswamprised of increased sales of custom
oncology products of $3.0 million, custom 1.V. sarsis of $1.1 million and custom critical care pradugf $1.0 million. The increases in
custom revenue were primarily due to higher urgsa

Critical care product sales were $10.4 millionhe third quarter of 2008 compared to $9.7 millinrihie third quarter of 2007, from
higher unit volume.

Our new oncology product sales, including custorwotogy, were $4.1 million in the third quarter @B compared to $0.3 million
in the third quarter of 2007.

Other revenue consists of license, royalty andmmegeshare income and was approximately $0.4 midliech $0.5 million in the third
quarter of 2008 and 2007, respectively. We mayiveaather license fees or royalties in the futurethe use of our technology. There is no
assurance as to amounts or timing of any futurengays, or whether such payments will be received.

Gross margin for the third quarter of 2008 and 2007 was 46%48%b, respectively. The margin improvement is latttable to a
favorable product mix, improved efficiencies anddurctivity gains at our Mexico manufacturing fagilioffset by an increase in raw material
and transportation costs and by a decrease imprfor critical care.

We estimate our gross margin in 2008 will approxa3%. However, there is no assurance this exji@etaill be realized.

Selling, general and administrative expenses (“SG&A”) were $13.6 million and 25% of revenues in the thjodrter of 2008,
compared with $11.5 million and 26% in the thircager of 2007, or an increase of $2.1 million. &ased sales and marketing promotional
costs of $0.7 million, outside service costs ob#fillion and legal expense of $0.3 million accahfor the majority of the increase. We
expect SG&A in 2008 to approximate 26% to 27% oErelie. There is no assurance that this expectailbhe realized.

Research and devel opment expenses (“R&D” ) were $0.9 million or two percent of revenue in thied quarter of 2008 compared to
$2.2 million or five percent of revenue in the thiquarter of 2007. The decrease was mainly duecteased focus on our core projects during
the quarter. We expect R&D in 2008 to be approxatyahree percent of revenue, although there iagsurance that this expectation will be
realized.

Other income was $1.0 million of income in the third quarter2808 and $1.4 million in the third quarter of 200%erest income
was $0.5 million in the third quarter of 2008 arid$million in the third quarter of 2007, respeetix The decrease in interest income is
primarily due to lower interest rates.

Income taxes were accrued at an effective tax rate of 34% irthirel quarter of 2008 compared to 33% in the tlgjudrter of 2007.
The effective tax rate differs from that computéthe federal statutory rate of 35% principally #ese of state income taxes, state credits, ta
exempt incomes and deductions for domestic prodiicctivities. We expect our effective tax ratééoapproximately 31% - 32% in 2008
before fourth quarter discrete tax items that sthémver our effective tax rate to be approxima@®ps - 24%. The majority of the discrete
tax benefits expected in the fourth quarter willdigibutable to tax credits for research and dgwelent as a result of the recent enactment of
federal legislation. The remainder will be attribofe to the realization of a noaeurring realization of tax benefits related ttairgible asset:
There is no assurance that this expectation witelaéized.

Nine Months Ended September 30, 2008 Compared todgiNine Months Ended September 30, 2007

Revenues were $148.0 million in the first nine nismf 2008 compared to $142.6 million in the firste months of 2007.

Distribution channels: Net U.S. sales to Hospira in the first nine merah2008 were $95.4 million, compared to net safeék98.4
million in the first nine months of 2007. This $3rllion decrease was primarily comprised of $6illiom of decreases in critical care sales
due to lower prices charged under the MCDA and tawnét sales of certain critical care productstip#ly offset by increased sales of $1.6
million in custom products, $1.0 million in CLAVEd $0.7 million in oncology products. Custom prodsedes, which include custom I.V.
systems, custom critical care and custom oncolatgssto Hospira approximated $24.7 million in fin& nine months of 2008 compared to
$23.0 million in the first nine months of 2007. teased sales of custom L.V. sets and new customiamcproducts were partially offset by a
$1.0 million decrease in custom critical care sales

Net sales to domestic distributors/direct (inclgd@anada) in the first nine months of 2008 and 206 $26.5 and $21.3 million,
respectively, an increase of $5.2 million or 24%isTincrease was primarily from increased salesisfom products of $3.8 million, which
includes increased sales of custom oncology of 80lln and CLAVE of $1.2 million. Both increasase primarily from increased unit
volume.
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Net sales to international customers (excludingadahwere $21.7 million in the first nine month2608, compared to $18.6
million in the first nine months of 2007, an incseaf $3.1 million. This increase was primarilyrfrincreased custom product sales of $1.4
million, new oncology sales of $0.7 million andiieased CLAVE sales of $0.6 million. The growth paisnarily attributable to increased
sales in Europe and the Pacific Rim.

Product and other revenue: Net sales of CLAVE products were $57.1 milliorthe first nine months of 2008 compared to $54.1
million in the first nine months of 2007. The irase was from increased sales in all channelsaphnirom increased unit sales.

Net sales of custom products, which includes custdirsystems, custom critical care and custom tmggosales, were $51.2 millic
in the first nine months of 2008 compared to $illion in the first nine months of 2007. New satdustom oncology products of $5.5
million, combined with increased sales in custovh systems of $2.0 million, were partially offset & decline in sales of custom critical care
products of $0.6 million. The increase in custovh kystem revenue was primarily due to higher sales. The decrease in custom critical
care products was primarily due to lower unit saled lower prices under the MCDA.

Critical care product sales were $26.7 millionhae first nine months of 2008 compared to $33.3iomlin the first nine months of
2007, a decrease of $6.6 million. This decreaseduago lower unit volume and lower prices underMCDA. These sales are
predominately controlled by Hospira and there i@ssurance Hospira will be able to stop the dedtirsales of critical care products.

Our new oncology product sales, including custorwotogy, were $7.8 million in the first nine moniis2008 compared to $0.5
million in the first nine months of 2007.

Other revenue consists of license, royalty andrregeshare income and was approximately $1.6 miitighe first nine months of
2008 and $2.2 million in the first nine months 60Z.

Gross margin for the first nine months of 2008 and 2007 was 48%b 42%, respectively. The margin improvementtribatable to
a favorable product mix, improved efficiencies gmdductivity gains at our Mexico manufacturing figj and an increase in production
volumes, offset by an increase in raw material taadsportation costs and by a decrease in pri@ngritical care.

Selling, general and administrative were $40.4 million and 27% of revenues in the fiisie months of 2008, compared with $35.0
million and 25% in the first nine months of 200°hiF increase was primarily from increased compémsaind benefit expenses of $2.0
million, stock compensation expense of $0.8 millisales and marketing promotional costs of $1.4anil outside services of $1.1 million
and travel of $0.7 million, offset by lower legalsts of $0.7 million and bad debt recoveries o7 $8illion. The higher compensation and
benefits costs were primarily in incentive compeieseand higher salary costs, including six nevesadersonnel. The lower legal fees are
primarily due to the conclusion of two legal acdn the first half of 2007.

Research and development expenses were $4.3 million or three percent of revenue mfihst nine months of 2008 compared to $6.2
million or four percent of revenue in the first aimonths of 2007. The decrease was mainly dugcteased focus on our core projects in
2008.

Other income was $3.7 million in the first nine months of 20081&$7.4 million in the first nine months of 200itdrest income was
$2.3 million in the first nine months of 2008 argl& million in the first nine months of 2007, restieely. The decrease was primarily due to
lower interest rates. Other income in the firsienmonths of 2007 includes an $8.0 million payntents for a settlement of litigation against
a law firm that formerly represented us in patéigdtion, partially offset by a $4.8 million chardor an award against us in our litigation v
Alaris Medical Systems.

Income taxes were accrued at an effective tax rate of 32% irfitsenine months of 2008 compared to 33% in ih& fiine months
of 2007. The effective tax rate differs from thatmputed at the federal statutory rate of 35% ppiaty because of state income taxes, state
credits, tax exempt incomes and deductions for dtimproduction activities.

Liquidity and Capital Resources

During the first nine months of 2008, our cashhoaguivalents and marketable securities increagei2b.8 million.

Operating Activities: Our cash provided by operating activities tendsitoease over time because of our positive opeyaésults.
However, it is subject to fluctuations, principaltpm the impact of integrating new locations fraeguisitions, changes in net income,
accounts receivable, inventories, payment of teadkother liabilities and the timing of tax paynment
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During the first nine months of 2008, cash provitgdperations was $21.3 million. Cash flow fromergtions for the first nine
months of 2008 was mainly comprised of $15.3 millad net income, depreciation and amortizationddd.$ million and net decreases in our
operating assets and liabilities of $5.8 million.

Investing Activities: During the first nine months of 2008, cash prodithg investing activities was $21.9 million. Thisisv
principally comprised of $31.5 million in net inte®ent proceeds, offset by purchases of propertyegogpment of $9.7 million which were
primarily for equipment and mold additions.

We estimate that capital expenditures for all d&Will be approximately $14.0 million. Amounts gfending are estimates and
actual spending may substantially differ from thasgounts.

Financing Activities: Cash provided by financing activities in the finghe months of 2008 was $10.7 million from theesafl
677,992 shares of our stock for stock options pidiclg tax benefits, and the employee stock purchise

We have a substantial cash and marketable se@asifion generated from profitable operations a@odkssales, principally from the
exercise of employee stock options. We maintais pleisition to fund our growth, meet increasing vimgkcapital requirements, fund capital
expenditures, and to take advantage of acquisipportunities that may arise. Our primary investhgmal is capital preservation, as further
described in Item 3. Quantitative and Qualitativedibsures about Market Risk.

Most of our marketable securities are invested@rpfunded municipal securities. The pre-refunskeclrities we hold are
municipal bonds that are fully collateralized byestrow account used to pay off the bonds prithée original maturity dates. The escrow
accounts for these securities consist of governmegasury bills. We value these securities bygigjinotes provided by our brokers and s
each instrument is escrowed using government Tredsils, we do not expect any credit losses.

The auction rate securities we hold are tax exefapt securities and corporate preferred securitiestions of these securities are
conducted generally at seven to foniyie day intervals, depending on the terms of guaisty, and the securities are bought or sold dejog
on the interest or dividend rates bid for the sigiest Up until February 2008, the auction rateusiies market was highly liquid. Beginning
in February 2008, a substantial number of auctitaiked,” meaning that there was not enough denmtargkll the entire issue at auction; the
immediate effect of a failed auction is that hotdeannot sell the securities and the interestvadeind rate on the security generally resets
“penalty” rate. If an auction fails, the ability tife holder of the security to liquidate the setgusiould depend on the success of a subsequent
auction, whether the issuer raises other finantmgdeem the securities, or whether the holdablis to sell the securities to another party;
there is no assurance that any of these eventsedlr. All of our securities are investment graatej we do not expect any credit losses. We
have succeeded in selling a substantial porticghetecurities held at December 31, 2007 at paasndttempting to sell more at par, but
there is no assurance as to when we will be abdelt@dditional securities or whether we will d#eato sell them without incurring losses.

We are considering investment alternatives forftigre. We intend to continue our objectives ofidirgg credit and market risk, but
there is no assurance that investment yield wikdmmparable, on an after-tax basis, to the cugnetds on pre-refunded municipal securities
or auction rate securities.

We believe that our existing cash, cash equivalemtsmarketable securities along with funds expetide generated from future
operations will provide us with sufficient fundsftoance our current operations for the next twehanths.

Off Balance Sheet Arrangements

In the normal course of business, we have agregaléannify our officers and directors to the maximaxtent permitted under
Delaware law and to indemnify customers as to oemellectual property matters related to salesw products. There is no maximum lii
on the indemnification that may be required untiesé agreements. We have never incurred, nor dexpext to incur, any liability for
indemnification. Except for indemnification agreerts®e we do not have any “off balance sheet arraegésh
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Contractual Obligations

We have contractual obligations of approximateky @imounts set forth in the table below. These atsaxtlude purchase orders
goods and services for current delivery. The mijai our purchase orders are blanket purchase®ttat represent an estimated forecast of
goods and services. We do not have a commitméhilitjaon the blanket purchase orders. Since waalchave the ability to separate out
blanket purchase orders from non-blanket purcheder® for goods and services for current delivérgse amounts are excluded from the
table below. The commitments under the MCDA arss¢hto fund certain research and development toaweperitical care products and
develop new products for sale to Hospira and teigeosales specialists focused on critical care balgve that our existing cash and
marketable securities along with funds expectdukttgenerated from future operations will providenvith sufficient funds to meet
commitments under all of our contractual obligasiofhere are no obligations past 2009. (In thousand

2008 2009
MCDA $ 3,75¢ % 5,50(
Property and equipment 1,64¢ —
Total $ 540t $ 5,50(

Forward Looking Statements

Various portions of this Report, including this Maement’s Discussion and Analysis, describe trandar business and finances
that we perceive and state some of our expectatinddeliefs about our future. These statementstahe future are “forward looking
statements,” and we identify them by using wordshsas “believe,” “expect,” “estimate,” “plan,” “wjl' “continue,” “could,” “may,” and by
similar expressions and statements about aimss gmal plans. The forward looking statements arecan the best information currently
available to us and assumptions that we believeemsonable, but we do not intend the statemeriis tepresentations as to future results.
They include, among other things, statements about:

» future operating results and various elements efatng results, including future expenditures ales and marketing
and product development, future sales and unitraehliof products, future license, royalty and reeestare income,
production costs, gross margins, litigation expeBS&&A, R&D expense, future costs of expanding @ustom L.V.
systems business, income, losses, cash flow, changeorking capital items such as receivablesianentory, selling
prices, and income taxes;

» factors affecting operating results, such as ships specific customers, reduced dependenceroantyroprietary
products, expansion in international markets, sglfirices, future increases or decreases in satestain products and
in certain markets and distribution channels, iases in systems capabilities, introduction andssafl@ew products,
warranty claims, rebates, product returns, bad eefénse, inventory requirements, manufacturingieffcies and cost
savings, unit manufacturing costs; establishméptaduction facilities outside the U.S., adequatproduction
capacity, results of R&D, asset impairment lossalscation of manufacturing facilities and persdneéect of
expansion of manufacturing facilities on productéficiencies and resolution of production ineféinties, business
seasonality and fluctuations in quarterly reswtstomer ordering patterns and the effects of rmeunting
pronouncements;

* new or extended contracts with manufacturers aythgwrganizations, dependence on a small numbeustbmers,
effect of the acquisition of Hospira’'s Salt Laka@ydnanufacturing facility and the manufacture afguicts for Hospira
under the MCDA, cost savings and use of our systamdsprocedures under the MCDA, and the outconoaiof
strategic initiatives; regulatory approvals and pbance; outcome of litigation; competitive and ketrfactors,
including continuing development of competing prodby other manufacturers, consolidation of thedtheare
provider market and downward pressure on sellimgepr future purchases of treasury stock; workimgjtal
requirements; liquidity and realizable value of marketable securities, outcome of future auctafreuction rate
securities, future investment alternatives, foraigrmency denominated financial instruments; capitpenditures;
acquisitions of other businesses or product limeemnification liabilities; contractual liabilitse

The kinds of statements described above and sifoitesard looking statements about our future perfance are subject to a number of
risks and uncertainties which one should considevaluating the statements. First, one shouldidenghe factors and risks described in the
statements themselves. Those factors are unceatadnf one or more of them turn out differentlamhwe currently expect, our operating
results may differ materially from our current egfaions.
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Second, one should read the forward looking statésria conjunction with the Risk Factors in Item @four 2007 Annual Report to the
Securities and Exchange Commission (“SEC”). Alsg, actual future operating results are subjecthemnimportant factors that we cannot
predict or control, including among others theduling:

» general economic and business conditions;

» the effect of price and safety considerations enhbalthcare industry;

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

* unanticipated market shifts and trends;

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

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

e unanticipated production problems; and

« the availability of patent protection and the aafs¢énforcing 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 3. Quantitative and Qualitative Disclosures abut Market Risk

We had a portfolio of corporate preferred stocks fealeral-tax-exempt state and municipal governrdebt securities of $55.8
million as of September 30, 2008. The securitiesadr‘investment grade” and we believe that weehaivtually no exposure to credit risk. As
of September 30, 2008, $32.2 million of our markktaecurities were invested in pre-refunded mpalcsecurities and $23.6 million of our
marketable securities were invested in “auction s®curities”. The pre-refunded municipal seasitre fully escrowed by U.S. government
Treasury bills with low market risk. For most bktauction rate securities, dividend and intef@gtsrreset at auction at seven to forty-nine
day intervals with very little market risk; that r&sk that the fair value of the security will ctge because of changes in market interest rates.
As of September 30, 2008, we had temporary decbh&8.3 million in the market values of the auntiate securities.

Up until early February 2008, the market for ourwsé@ies was highly liquid. Liquidity has been stéttially impaired since then. £
Part I, Item 1A. Risk Factors in our 2007 AnnuapBe to the SEC We could be adversely affected by turbulence in the credit markets and
Part I, Item 7. Management'’s Discussion and AnalgéiFinancial Condition and Results of Operatibiggiidity and Capital Resources -
Financing Activities . We intend to continue our objectives of avoidangdit and market risk in the future.

Our future earnings are subject to potential ineeea decrease because of changes in short-tegreshtates. Generally, each one-
percentage point change in the discount rate wailse our overall yield to change by two-thirdshi@é-quarters of a percentage point,
depending upon the relative mix of federal-tax-egesecurities and corporate preferred stocks irpthrolio and market conditions specific
to the securities in which we invest.

Foreign currency exchange risk for financial instemts on our balance sheet, which consist of @siounts receivable and
accounts payable, is not significant to our finahstatements. Sales from the U.S. and Mexicorgida distributors are all denominated in
U.S. dollars. We have manufacturing, sales andiloigion facilities in several countries and we doat business transactions denominated in
various foreign currencies, principally the eura &dfexican peso. Cash and receivables in those gegamtave been insignificant and are
generally offset by accounts payable and accrualse same foreign currency, except for Italy, veh@ur net euro asset position at
September 30, 2008 was approximately €6.2 mille.expect that in the future, with the growth of &Buropean distribution operation, that
net euro denominated instruments will continuentwéase. We currently do not hedge our foreignetuoy exposures.

Our exposure to commaodity price changes relatesapily to certain manufacturing operations that tesen, a petroleum-based raw
material. We manage our exposure to changes ie frases through our procurement and supply chanagement practices and have
experienced price increases on our raw materiad. egfimate the price increases are approximatir@riflion annually. We are not
dependent upon any single source for any of omcjpal raw materials and all such materials andipcts are readily available.
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Item 4. Controls and Procedures

Disclosure Controls and Procedures

Our principal executive officer and principal fir@al officer have concluded, based on their evadnadf our disclosure controls and
procedures (as defined in Rules 13a-15(e) and 5%el linder the Securities Exchange Act of 1934fdlse end of the period covered by this
Report, that our disclosure controls and procedaresffective to ensure that the information werauired to disclose in the reports that
file or submit under the Exchange Act is accumulaed communicated to our management, includingpaacipal executive officer and
principal financial officer, as appropriate to alltimely decisions regarding required disclosuréd #rat such information is recorded,
processed, summarized and reported within the pieniods specified in the rules and forms of the SEGere was no change in our internal
control over financial reporting during the quaeded September 30, 2008 that has materiallytatfear is reasonably likely to materially
affect our internal control over financial repogin

PART Il
OTHER INFORMATION

Item 1. Legal Proceedings

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

In an action filed June 16, 2004 entitled ICU Mediidnc. v. Alaris Medical Systems, Ino.the United States District Court for the
Central District of California, we alleged that Akainfringes 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 prelinyimgunction. On December 27, 2004,
we amended our complaint to allege that Alarisimges three additional patents. On July 17, 2@@Court issued an order interpreting
certain claims in the asserted patents in a mahagrif upheld, could significantly impair our &ty to enforce those patents against Alaris
and potentially others. The Court also issuedgdatimmary judgment in favor of Alaris based o ofi those interpretations. On
January 22, 2007, the Court granted Alaris’ sumnzsigment motion of invalidity as to the remainitlgims asserted against Alaris and on
February 22, 2007, the Court entered judgment disimg those remaining claims. The Court’s ordgudidated only the asserted claims of
the patents in suit, not other claims in the paterdllowing entry of the judgment dismissing oase, the Court heard Alaris’ motion to
recover its fees, costs and expenses, and on 2fr007, the Court granted in part Alaris’ motiddn June 28, 2007, the Court awarded
Alaris $4.8 million in fees and costs, which weael increased to $5.0 million, plus post-judgnieterest accrued monthly. We have
appealed the Court’s decisions, and oral argumahbken scheduled. Because the award of fees atsi€a judgment against us and the
outcome of the appeal is uncertain, we recorddthage of $4.8 million in our financial statemerds the quarter ended September 30, 2007.
We have not paid the judgment, pending outcombaegppeal.

In an action filed July 6, 2006 entitled Medegen BMnc. v. ICU Medical, Indiled in the United States District Court for the
Central District of California, Medegen allegedttiaU Medical infringed one of its patents by offey for sale and selling the CLC2000 and
TEGO. Medegen sought monetary damages and injunictlief. In March 2007, Medegen withdrew its aetas to the TEGO. On June 21,
2007, the Court issued an order interpreting aetims and phrases of Medegen’s patent in a mahaewe believe supported our position.
On September 14, 2007, the Court issued an ordetigg our summary judgment motion of non-infringgrmhand entered judgment of non-
infringement, dismissing Medegen’s case with prigieidon October 19, 2007. On October 19, 2007Ckart also dismissed, without
prejudice, our counterclaims that the assertechpa&tenvalid and unenforceable due to inequitalgieduct by Medegen before the United
States Patent and Trademark Office. Medegen hasadgabthe Court’s claim construction and summatgioent orders. Oral argument was
heard on September 4, 2008, and we are awaitindettision of the Court of Appeal. We intend toedef ourselves against Medegen’s
claims in this action.

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 tRatMed infringes certain of ICU’s patents througlk thanufacture and sale of certain
products, including its InVision-Plus valves. Week monetary damages and injunctive relief andhahte vigorously pursue this matter.
RyMed has denied our allegations and sued us ib/tlited States District Court for the Central Digtof California seeking a declaratory
judgment of no-infringement and invalidity of our patents ancegihg that we have infringed RyMed’s trademark angaged in unfair
competition and other improper conduct. RyMed semé&retary damages and injunctive relief. The Ris@€ourt has transferred the patent
claims to Delaware. The trademark and unfair cditipe claims remain pending in the Central Digto€ California. 1CU will continue to
defend itself in the California action, and vigosbupursue its patent infringement claims againg¥iBd in the Delaware action.
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We are from time to time involved in various otlegal proceedings, either as a defendant or pifintost of which are routine
litigation in the normal course of business. Waehad that the resolution of the legal proceedimyahich we are involved will not have a
material adverse effect on our financial positiomesults of operations.

Iltem 1A. Risk Factors.

In evaluating an investment in our common stockegtors should consider carefully, among otherghithe risk factors previously
disclosed in Part I, Item 1A of our Annual Reparttie SEC for the year ended December 31, 200¥ekhss the information contained in
this Quarterly Report and our other reports anésteggion statements filed with the SEC. Excepttfie risk factor set forth below, there h:
been no material changes in the risk factors agqarsly disclosed under “Risk Factors” in Partténh 1A of our Annual Report to the SEC
for the year ended December 31, 2007.

Our operating results may be adversely affected by unfavorable economic conditions.

Economic conditions worldwide could affect our @users’ ability to obtain loans for working capitaid our customers may not be
able to pay us. Although our cash position maygaie this risk, if global economic conditions,emonomic conditions in the United States,
remain uncertain or deteriorate further, we mayeeigmce material adverse impacts on our busingss)dial condition and results of
operation.

Iltem 2. Unregistered Sales of Equity Securities andse of Proceeds

Inapplicable

Item 3. Default Upon Senior Securities

Inapplicable

Item 4. Submission of Matters to a Vote of SecurityHolders

Inapplicable

Item 5. Other Information

None

Item 6. Exhibits

Exhibit 31.1 Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 200z

Exhibit 31.2 Certification of Chief Financial Officer pursuant $ection 302 of the Sarba-Oxley Act of 200z

Exhibit 32.1 Certifications of Chief Executive Officer and Chighancial Officer pursuant to Section 906 of tlaelfanes-Oxley
Act of 2002

Exhibit 100.INS XBRL Instance Documer

Exhibit 100.SCH XBRL Taxonomy Extension Schema Docum

Exhibit 100.CAL XBRL Taxonomy Extension Calculation Linkbase Docuntr
Exhibit 100.LAB XBRL Taxonomy Extension Label Linkbase Docum
Exhibit 100.PRE XBRL Taxonomy Extension Presentation Linkbase Doent
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Signature

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causisd¢iport to be signed on its
behalf by the undersigned thereunto duly authorized

ICU Medical, Inc.
(Registrant)

/sl Scott E. Laml| Date: October 23, 2008
Scott E. Lamt

Chief Financial Officel

(Principal Financial Officer
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Exhibit 31.1

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

I, George A. Lopez, certify that:
1. | have reviewed this quarterly report on Form 16fQCU Medical, Inc.:

2. Based on my knowledge, this report does not comajnuntrue statement of a material fact or om#itéde a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this report;

3. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in a
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in this rej

4, The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and
procedures (as defined in Exchange Act Rules 13ayHnd 15d-15(e)) and internal control over finaheporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrand we have:

a) designed such disclosure controls and proceduresiused such disclosure controls and procedures tlesigned under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isifige prepared,;

b) designed such internal control over financial répgr or caused such internal control over finah@aorting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

C) evaluated the effectiveness of the registsadisclosure controls and procedures and preséntbis report our conclusior
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehlis report based on
such evaluation; and

d) disclosed in this report any change in the regi$santernal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regigts fourth quarter in the case of an annual r¢ploat has materially
affected, or is reasonably likely to materiallyesff, the registrant’s internal control over finaeeporting; and

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorterhal control over
financial reporting, to the registrant’s auditorslahe audit committee of registrant’s board oédiors (or persons performing the equivalent
functions):

a) all significant deficiencies and material weaknsssehe design or operation of internal contradofinancial reporting
which are reasonably likely to adversely affectrgistrant’s ability to record, process, summasiad report financial
information; and

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

Date: October 23, 2008 /sl George A. Lopez, M.L
Chief Executive Office




Exhibit 31.2

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

I, Scott E. Lamb, certify that:
1. | have reviewed this quarterly report on Form 18fQCU Medical, Inc.:

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsttéde a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this report;

3. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in this rej

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Hd)) and internal control over financial repogti(as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ve have:

a) designed such disclosure controls and proceduresused such disclosure controls and procedures tiesigned under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isifige prepared;

b) designed such internal control over financial réipgr or caused such internal control over finah@gorting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

c) evaluated the effectiveness of the registrant’sloésire controls and procedures and presentedsimeport our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehlis report based on
such evaluation; and

d) disclosed in this report any change in the regi$santernal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter that hagenally affected, or is reasonably likely to maadly affect, the registrant’s
internal control over financial reporting; and

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiotexhal control over
financial reporting, to the registrant’s auditorslahe audit committee of registrant’s board oédiors (or persons performing the equivalent
functions):

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

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

Date: October 23, 2008 /s/ Scott E. Laml|
Chief Financial Office




Exhibit 32.1

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 Quarterly Report of ICU Meali, Inc. (the “Company”) on Form 1Q-for the period ended September 30, 2008 as
with the Securities and Exchange Commission ord#te hereof (the “Report”), George A. Lopez, Chief Executive Officer, certipursuan
to 18 U.S.C. § 1350, as adopted pursuant to § 8ffedsarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requiremeatsection 13(a) or 15(d) of the Securities ExgwAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finana@aldition and result of operations of the

Company.

October 23, 2008 /sl 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 Quarterly Report of ICU Medli Inc. (the “Company”) on Form 1Q-for the period ended September 30, 2008 as
with the Securities and Exchange Commission ord#te hereof (the “Report”), |, Scott E. Lamb, CHi@fancial Officer, certify pursuant to
18 U.S.C. § 1350, as adopted pursuant to § 906eobarbanes-Oxley Act of 2002, that:

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

(2) The information contained in the Report faplgsents, in all material respects, the finana@aldition and result of operations of the

Company.

October 23, 2008 /s/ Scott E. Laml
Scott E. Laml




