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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
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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
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Delaware 33-0022692
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(949) 366-2183
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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 pastiags. YesX] No O

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, nom-accelerated filer. See definition of
“accelerated filer and large accelerated filerRinle 12b-2 of the Exchange Act:
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Indicate by check mark whether or not the registima shell company (as defined in Rule 12b-hefExchange Act): Ydd
No[X]

Indicate the number of shares outstanding in e&tfredssuer’s classes of common stock, as ofatest practicable date:
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Common 13,883,162
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CURRENT ASSETS
Cash and cash equivalel
Liquid investmentt

Cash, cash equivalents and liquid investm

ICU Medical, Inc. and Subsidiaries
Condensed Consolidated Balance Sheets
(Amounts in thousands, except share and per sladag d

ASSETS

Accounts receivable, net of allowance for doubsfttounts of $699 and $310 as of
September 30, 2007 and December 31, 2006, respkc

Inventories
Prepaid income taxce

Prepaid expenses and other current a:

Deferred income taxe- current portior

Total current asse

PROPERTY AND EQUIPMENT, ne

INTANGIBLE ASSETS, ne

DEFERRED INCOME TAXES, nc-current
INCOME TAXES RECEIVABLE, nor-current

OTHER ASSETS

LIABILITIES AND STOCKHOLDERS '’ EQUITY

CURRENT LIABILITIES:
Accounts payabl
Accrued liabilities

Total current liabilities

DEFERRED INCOME TAXES

INCOME TAXES PAYABLE - nor-current

MINORITY INTEREST

COMMITMENTS AND CONTINGENCIES

STOCKHOLDERY EQUITY:

Convertible preferred stock, $1.00 par value- Auttes - 500,000 shares, issued i

outstandin¢- none

Common stock, $0.10 par value- Authorized38;000,000 shares, issued 14,746,
shares at September 30, 2007 and December 31,

Additional paic-in capital

Treasury stock, at cost - 683,183 and 126,530 ster8eptember 30, 2007 and

December 31, 2006, respectivi
Retained earning

Accumulated other comprehensive inca

Total stockholder' equity

9/30/07 12/31/06
(unaudited) 1)
$ 6,80¢€ 13,15:
95,79( 103,76¢
102,59¢ 116,91¢
27,89 26,53
17,70C 16,31¢
2,53¢ 4,541
5,131 4,25¢
2,494 2,87¢€
158,341 171,43¢
71,32t 59,037
12,11¢ 9,781
3,01€ 2,87¢
1,84¢ —
465 1,114
$ 247,11¢ 244 ,24¢
$ 6,822 8,13C
13,18( 7,78¢
20,00 15,91¢
3,084 3,084
2,89C —
— 358
1,47¢ 1,47¢<
73,93¢ 74,48¢
(26,35¢€) (5,38%)
170,991 153,92t
1,091 381
221,13¢ 224,88
$ 247,11¢ 244,24¢

(1) December 31, 2006 balances were derived fraditediconsolidated financial statements.

The accompanying notes are an integral part oktbeadensed 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)

REVENUES:
Net sales
Other
TOTAL REVENUE

COST OF GOODS SOLD
Gross profit

OPERATING EXPENSES
Selling, general and administrati
Research and developmt
Gain on sale of buildin
Total operating expenses, 1

Income from operation
OTHER INCOME
Income before income taxes and minority inte

PROVISION FOR INCOME TAXES
MINORITY INTEREST

NET INCOME

NET INCOME PER SHARE
Basic
Diluted

WEIGHTED AVERAGE NUMBER OF SHARE!
Basic
Diluted

The accompanying notes are an integral part oktheadensed consolidated financial statements.

Three Months Ended September 3C

Nine Months Ended September 3C

2007

2006

2007

2006

44,37¢ $ 48,007 $ 140,41: $ 146,44
489 503 2,17¢ 2,361
44,86¢ 48,60( 142,591 148,80¢
25,50z 29,75( 83,371 85,537
19,36¢ 18,85( 59,22( 63,27+
11,48¢ 11,09( 34,08¢ 33,917
2,234 1,611 6,24( 5,51F

— (2,09%) (2,09%)

13,71¢ 10,60¢ 41,22¢ 37,33¢
5,647 8,242 17,99z 25,03¢
1,37¢ 1,267 7,37€ 3,22¢
7,02€ 9,50¢ 25,36¢ 29,16(
(2,31€) (3,51€) (8,372) (10,78¢)

— 151 70 429

4,707 $ 6,142 $ 17,06€ $ 18,80(
032 % 042 $ 1.18 $ 1.31
031% 03¢ $ 1.10 $ 1.21
14,346,761 14,466,88; 14,460,76! 14,339,84.
15,290,20: 15,700,04: 15,457,81! 15,557,66.
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ICU Medical, Inc. and Subsidiaries
Condensed Consolidated Statements of Cash Flows
(Amounts in thousands)
(unaudited)

Nine Months Ended September 3C
2007 2006

CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 17,06€ $ 18,80(
Adjustments to reconcile net income to net ¢

provided by operating activitie

Depreciation and amortizatic 8,42¢ 7,87¢
Gain on sale of buildin — (2,093)
Provision for doubtful accoun 386 (160)
Minority interest (70) (429)
Stock compensatic 583 349
Cash provided (used by changes in operating aasdtBabilities)
Accounts receivabl (1,346€) (8,257)
Inventories (1,297) (3,882)
Prepaid expenses and other as (581) (1,170
Accounts payabl (1,335) 3,292
Accrued liabilities 5,313 370
Prepaid and deferred income ta 2,81F 2,554
Net cash provided by operating activit 29,962 17,252
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property and equipm (19,12¢) (14,940
Cash paid for aquired ass (3,224) —
Proceeds from sale of buildit — 6,062
Proceeds from finance loan repayme 68 895
Purchases of liquid investmer (19,210) (36,33¢)
Proceeds from sale of liquid investme 27,18¢ 15,49i
Net cash used in investing activiti (14,309) (28,82()
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from exercise of stock optir 1,59¢ 7,73€
Proceeds from employee stock purchase 1,40z 1,251
Tax benefits from exercise of stock optic 434 4,45k
Purchase of treasury sto (25,73¢4) (3,987)
Net cash provided (used by financing activi (22,299) 9,457)
Effect of exchange rate changes on cash 299 32
NET DECREASE IN CASH AND CASH EQUIVALENT! (6,347) (2,07¢)
CASH AND CASH EQUIVALENTS, beginning of period 13,152 6,854
CASH AND CASH EQUIVALENTS, end of period $ 6,80€ $ 4,77€

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

(unaudited)
Three Months ended Nine Months ended Septembe
September 30, 30,
2007 2006 2007 2006
Net income $ 4,707 $ 6,14z $ 17,06€ $ 18,80(
Other comprehensive income, net of 1
Foreign currency translation adjustm 552 53 710 161
Comprehensive income $ 525¢9% 6,19t $ 17,77¢ $ 18,961

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, 2007
(Amounts in tables in thousands except share andhzee data)
(unaudited)

Note 1: Basis of PresentationThe accompanying unaudited interim condensed cimfadet! financial statements have been prepared in
accordance with accounting principles generallyepted in the United States of America and purstatiie 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 statementeottimsolidated results for the interim periods gmésd. Results for the interim period are
not necessarily indicative of results for the frélar. Certain information and footnote disclosuresnally included in annual consolidated
financial statements prepared in accordance witleigdly accepted accounting principles have bead@&aesed or omitted pursuant to such
rules and regulations. The condensed consolidatadcial statements should be read in conjunatith the consolidated financial
statements and notes thereto included in the Coy'p@006 Annual Report to Stockholders.

ICU Medical, Inc. (the “Companyg Delaware corporation, operates principally in bnsiness segment engaged in the
development, manufacturing and marketing of displesmedical devices. The Company’s devices am mahcipally to distributors and
medical product manufacturers throughout the UnBtades and a portion internationally. All subsidis are wholly or majority owned and
included in the consolidated financial statemewt.intercompany balances and transactions haea leéiminated.

Note 2:  New Accounting PronouncementsStatement of Financial Accounting Standards No, 15&ir Value Measurements” (“SFAS
157"), defines fair value, establishes a frameworkmeasuring fair value in accordance with gergi@tcepted accounting principles, and
expands disclosures about fair value measuremBmessCompany will adopt the provisions of SFAS 1§@aive January 1, 2008. The
Company does not expect SFAS 157 to have a maitepaict on its results of operations, financialipos, or cash flows.

In February 2007, the Financial Accounting Stand@dard (“FASB”) issued SFAS 159, “The Fair Valuption for Financial
Assets and Financial Liabilities” which permitsigat to choose to measure many financial instrusmand certain other items at fair value
that are not currently required to be measurediavalue. SFAS 159 will be effective on Januarg@08. The provisions of SFAS 159 are
elective, and the Company has not determined whetti® what extent we may implement its provisionfiow if implemented, it might
affect the Company’s financial statements.

Note 3:  Litigation Matters: In January 2007, the Company received $8.0 miiliosettlement of litigation against a law firm that
formerly represented the Company in patent litmyatnatters. This is included in Other Income im @ondensed Consolidated Statements of
Income for the nine months ended September 30,.2007

On June 28, 2007 the United States District Caurttfe Central District of California ordered ICUeNlical, Inc. to pay Alaris
Medical Systems, Inc. (now part of Cardinal Hedlltit,), $4.8 million of fees and costs, plus posigment interest. The Court's decision was
pursuant to a motion brought by Alaris for reimment of legal fees following dismissal of the Camy's claim of patent infringement
against Alaris. The Company intends to appeal ther judgment dismissing the Company'’s claimghie patent case. Because the order is
a judgment against the Company and the outcomteecdppeal is uncertain, the Company recorded ayelwr$4.8 million in Other Income
the Condensed Consolidated Statement of Incomiiadonine months ended September 30, 2007. The @uyrias not paid the judgment,
pending outcome of the appeal.

Note 4: FIN 48 Uncertain Tax Positionsin July 2006, the FASB issued FASB Interpretatiam K8, “Accounting for Uncertainty in
Income Taxes,” an interpretation of FASB Statenidémt 109 (“FIN 48”), which




provides criteria for the recognition, measuremprasentation and disclosure of uncertain tax ost A tax benefit from an uncertain
income tax position may be recognized only if itisore-likely-than-not” that the position is sustable based on its technical merits. The
provisions of FIN 48 are effective for fiscal yedeginning after December 15, 2006.

The Company adopted the provisions of FIN 48 odanl, 2007. The total amount of unrecognizedenefits as of the date of
adoption was $2.5 million and as of September 8072vas $2.8 million, that, if recognized, wouldeat the effective tax rate. The Comp:
does not anticipate that unrecognized tax bensfitsignificantly increase or decrease within 1®mths of the reporting date.

The Company recognizes interest and penaltiesrktatunrecognized tax benefits and penaltiesdriak provision.

The Company is subject to taxation in the Uniteaté3t and various states and foreign jurisdictidhs. Company’s United States
federal income tax returns for tax years since 2fi@lsubject to examination by the Internal Reveé®emice. The Internal Revenue Service
recently concluded their examination of tax yearsigh 2004. The Compargyprincipal state income tax returns for tax yesmse 1998 ar
subject to examination by the state tax authorities

Note 5:  Inventories consisted of the following:
9/30/07 12/31/06
Raw material $ 12,32C $ 9,99¢
Work in proces: 2,84¢€ 3,25¢
Finished goods 2,534 3,061
Total $ 17,70C $ 16,31¢
Note 6: Property and equipmentonsisted of the following:
9/30/07 12/31/06
Machinery and equipment $ 43,15C $ 38,37:
Land, building and building improvemer 47,131 38,33¢
Molds 14,00¢ 10,95¢
Computer equipment and softwi 9,06E 7,257
Furniture and fixture 2,23€ 2,142
Construction in progress 6,12€ 5,25C
Total property and equipment, ct 121,717 102,31¢
Accumulated depreciation (50,397) (43,2817)
Net property and equipment $ 71,328 $ 59,037
Note 7: Net income per sharis computed by dividing net income by the weighdagdrage number of common shares outstanding.

Diluted net income per share is computed by digdiet income by the weighted average number of comshares outstanding plus dilutive
securities. Dilutive securities are outstandinown stock options (excluding stock options witheaprcise price in excess of the average
market value for the period), less the number afetithat could have been purchased with the pidedeam the exercise of the options, us
the




treasury stock method, and were 943,442 and 1,883k the three months ended September 30, 20D2@06, respectively and 997,055
and 1,217,820 for the nine months ended Septenthe(®7, respectively. Options that are antidiitbecause their exercise price exceeded
the average market price of its common stock ferghriod approximated 152,000 for the three moetited September 30, 2007, and 40
and 23,000 for the nine months ended Septembe&(®T, and 2006, respectively. There were no antidé options in the quarter ended
September 30, 2006.

Note 8: Stock Option Grants: The Company granted 262,500 stock options in the mionths ended September 30, 2007, valued at $4.8
million. Stock compensation expense will be reépga ratably over 60 months.

Note 9: Income Taxes: Income taxes were acaed at an effective tax rate of 33.0% in the firiste months of 2007 as compared to 37.0
the first nine months of 2006. The effective taterdiffers from that computed at the federal statutate of 35% principally because of the
effect of state income taxes, and in 2006 lossassuibsidiary not consolidated for income tax pseso partially offset by the effect of tax-
exempt investment income, state and federal taditsfeand deductions for Domestic Production Atig.

Note 10:  Major Customers and Geographic Informéion: The Company had revenues equal to ten percent & afidotal revenues
from one customer, Hospira, Inc. Such revenues w&%o and 77% of total revenue for the quarter @®ptember 30, 2007 and 2006,
respectively, and 73% and 77% of total revenug¢ifemine months ended September 30, 2007 and 2&s}ctively.

As of September 30, 2007, apipnately $39.9 million or 33% of the Company’s leliged assets, principally property and
equipment, were located outside the United Staapgroximately $33.9 million in Mexico and approxitaly $6.0 million in Italy.

Note 11: Sale of Building: On September 1, 2006, the Company sold the SameZite manufacturing building for $6.1 million, wét
fees and expenses. The net book value of thedadduilding was $4.0 million, resulting in a gaim the sale of the land and building of $
million.

Note 12: Commitments and Contingencies:The Company is from time to time involved in s legal proceedings, either as a
defendant or plaintiff, most of which are routiiteghtion in the normal course of business. Then@any believes that the resolution of the
legal proceedings in which it is currently involverdl not have a material adverse effect on itafinial position or results of operations.

In the normal course of businelss,Gompany has agreed to indemnify officers anetctiirs of the Company, to the maximum
extent permitted under Delaware law and to indeyncufstomers as to certain intellectual propertytenatrelated to sales of the Company’s
products. There is no maximum limit on the indefication that may be required under these agreesnértte Company has never incurred,
nor does it expect to incur, any liability for imdaification, and therefore, the Company has natnéed any liability for these arrangements
in its financial statements and does not expettdor any. Except for indemnification agreemettts, Company does not have any “off
balance sheet arrangements”.




Management’s Discussion and Analysis of Financial@dition and Results of Operations

We are a leader in the development, manufacturesaledof proprietary, disposable medical connedi@iems for use in
intravenous (“1.V.”) therapy applications. Our drets are designed to protect patients from pakotintamination of their intravenous
equipment and catheter which, can otherwise leddbimdstream infections. Our products also prdbeetithcare workers from injuries
resulting from exposure to hazardous drugs or tides diseases through accidental needlesticks aM/a leader in the production of custom
I.V. systems and we incorporate our proprietanydpots in many of those custom 1.V. systems. Withabquisition of Hospira’s Salt Lake
City plant in May 2005 and commencement of produrctinder a twenty-year Manufacturing, Commercidéitimaand Development
Agreement with Hospira (“MCDA"), we are now alssignificant manufacturer of critical care medicalites, including catheters,
angiography kits and cardiac monitoring systems.

Critical Accounting Policies

Our significant accounting policies are summarizeNote 1 to the Consolidated Financial Statemegmdisided in our 2006 Annual
Report to Shareholders. In preparing our finarstialements, we make estimates and assumptionsftbeitthe expected amounts of assets
and liabilities and disclosure of contingent assets liabilities. We apply our accounting polica@sa consistent basis. As circumstances
change, they are considered in our estimates alggrjants, and future changes in circumstances cesidt in changes in amounts at which
assets and liabilities are recorded.

New Accounting Pronouncements

Statement of Financial Accounting Standards No, 1B&ir Value Measurements” (“SFAS 157"), definae# fvalue, establishes a
framework for measuring fair value in accordancthwienerally accepted accounting principles, angards disclosures about fair value
measurements. We will adopt the provisions of SEBS effective January 1, 2008. We do not expectSEB7 to have a material impact on
our results of operations, financial position, aslt flows.

In February 2007, the FASB issued SFAS 159, “The Value Option for Financial Assets and Finantiwlbilities” which permits
entities to choose to measure many financial insénts and certain other items at fair value thatnat currently required to be measured at
fair value. SFAS 159 will be effective on Januay2Q08. The provisions of SFAS 159 are electingl, @e have not determined whether and
to what extent we may implement its provisions awlif implemented, it might affect our financiahgtments.

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

Business Overview

Until the late 1990s, our primary emphasis in paidlievelopment, 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 manufactuodércustom 1.V. systems, using processes that wieveetan 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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We are also increasing our efforts to acquire newdycts. We made investments in a company devedapinew medical device
beginning in 2004, acquired Hospira's Salt LakeyQittah manufacturing facility in May 2005 and eettinto the MCDA to produce critical
care products for Hospira, and are continuing &k sgher opportunities. However, there is no asgedhat we will be successful in finding
acquisition opportunities, or in acquiring companie products or that we will successfully integriitem into our existing business.

Custom 1.V. systems and new products will be oféasing importance to us in future years. We expetinued growth in our
CLAVE products in the U.S., but at a modest grovette. We also potentially face substantial inoeeas competition in our CLAVE
business if we are unsuccessful in enforcing otallgctual property rights. Growth for all of guroducts outside the U.S. could be
substantial, although to date it has been relatineddest. Therefore, we are directing increasimglpct development, acquisition, sales and
marketing efforts to custom 1.V. systems and offreducts that lend themselves to customizationrevad products in the U.S. and
international markets, and increasing our emplasiwarkets outside the U.S.

Our largest customer is Hospira. Our relationstith Hospira has been and will continue to be ofjslar importance to our
growth. In the first nine months of 2007 and yesmded 2006 and 2005, our revenues from worldwadkssgo Hospira were 73%, 77% and
74%, respectively, of total revenues. We expséstghrcentage will be maintained in the future assalt of sales of CLAVE products,
custom |.V. systems, new products and critical paoglucts to Hospira. Hospira has a significaarslof the 1.V. set market in the U.S., and
provides us access to that market. We expecttbspira will be important to our growth for CLAVEuUstom products, and our other
products worldwide.

On May 1, 2005, we acquired Hospira’s Salt Lake @ianufacturing facility, related capital equipmant entered into a 20-year
MCDA with Hospira, under which we produce for sagclusively to Hospira, substantially all the pwots, primarily critical care, that
Hospira had manufactured at that facility. Hospétains commercial responsibility for the produgtsare producing, including sales,
marketing, pricing, distribution, customer contgea@ustomer service and billing. The majorityhs# products under the MCDA are invasive
monitoring and angiography products, which inclagedical devices such as catheters, cardiac mamtsgistems and angiography Kkits.
Sales of products manufactured under the MCDAuticg custom products, were $42.9 million and $36itHion in the first nine months of
2007 and 2006, respectively. Sales in the firs¢ mhonths of 2006 include $8.7 million of produstsno longer manufacture. If those sales
were excluded, sales under the MCDA for the filsermonths of 2006 would have been $47.5 millidhe U.S. market for most of the
critical care products that we sell to Hospira besn declining in recent years. Under the MCDA manufacture the products and Hospil
responsible for sales to end customers, and we liil@ability to directly influence Hospira’s se8 and marketing efforts, and our sales under
the MCDA are subject to fluctuations over which ave little control.

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

A substantial portion of the invasive monitoringlaangiography critical care products are custondpets designed to meet the
specific needs of the customer. We believe wesagmificantly expand the market for custom invasivenitoring and angiography products
through cost savings using our proprietary low-enahufacturing techniques both in Salt Lake Citg &fexico.

We believe that achievement of our growth objesteridwide will require increased efforts by usales and marketing and
product development in these markets.
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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 pteddrurther, we could encounter increased cotipetis other companies see
opportunity. Product development or acquisiticioe$ may not succeed, and even if we do devel@gxquire products, there is no assurance
that we will achieve profitable sales of such prtdu An adverse change in our relationship witlspriG, or a deterioration of Hospira’s
position in the market, could have an adverse effeass. Increased expenditures for sales andetiagkand product acquisition and
development may not yield desired results when ebele or at all. While we have taken steps torobmihose risks, there are certain of those
risks which may be outside of our control, and ¢hismo assurance that steps we have taken wiksuac

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

Three months endec Nine months endec
September 30, September 30, Fiscal Year Ended

Product Line 2007 2006 2007 2006 2006 2005 2004
CLAVE 40% 34% 38% 34% 34% 40% 47%
Custom product 31% 28% 31% 27% 28% 27% 35%
Critical Care (excluding custom produc 22% 25% 24% 24% 25% 20% —
CLC2000° 3% 3% 3% 3% 3% 3% 4%
Other product: 3% 9% 2% 10% 9% 8% 10%
License, royalty and revenue sh 1% 1% 2% 2% 1% 2% 4%
Total 100% 100% 100% 100% 100% 100%  100%

Critical care, including critical care custom pretk) accounted for 30% and 38% of total revenuéhfefirst nine months of 2007
and 2006, respectively. Custom 1.V. systems, aehntycritical care custom products, were 24% arfb t® total revenues for the first nine

months of 2007 and 2006, respectively.

Most custom 1.V. systems include one or more CLAVHEstal CLAVE sales including custom L.V. systewith at least one
CLAVE were $26.2 million or 58% of total revenuetire third quarter of 2007 and $24.1 million or 56%4otal revenue in the third quarter
of 2006. Total CLAVE sales including custom |.ystems with at least one CLAVE were $80.0 milliarb6% of total revenue in the first
nine months of 2007 and $72.2 million or 48% o&taevenue in the first nine months of 2006.

We sell most of our I.V. administration productsridependent distributors and through agreemeritsaspira and certain other
medical product manufacturers. Most independesitidutors handle the full line of our 1.V. admitregion products. We sell our invasive
monitoring, angiography and I.V. administration gwots through three agreements with Hospira (thesfiita Agreements”). Under a 1995
agreement, Hospira purchases CLAVE products, graligi bulk, non-sterile connectors and the CLC28a06 certain other I.V. therapy
products. Under a 2001 agreement, we sell custdnsystems to Hospira under a program referreabt8etSource. Our 1995 and 2001
agreements with Hospira provide Hospira with candél exclusive and nonexclusive rights to disttéall existing ICU Medical products
worldwide with terms that extend to 2014. Under MCDA, a 2005 agreement, we sell Hospira invasiemitoring, angiography and other
products which it formerly manufactured at the $ake City facility. The terms of the MCDA extetml2025. We also sell certain other

products to a number of other medical product mactufers.
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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 indewlently or through strategic relationships sucbusHospira relationship, to secure long-term
contracts with large healthcare providers and majying organizations. As a result of this manmkgtand distribution strategy, we derive
most of our revenues from a relatively small nundfetistributors and manufacturers. The loss stirategic relationship with a customer «
decline in demand for a manufacturing customerglpcts could have a material adverse effect oroparating results.

We believe the success of the CLAVE has motiveded, will continue to motivate others to develop-piere, 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 thentdoyy embodied in the CLAVE and intend to enfattoese patents as appropriate. If we
are not successful in enforcing our patents, coitigetfrom such products could adversely affect market share and prices for our CLAVE
products. In response to competitive pressurehave been reducing prices to protect and expanchatket, although overall pricing has
been stable recently. We expect that the average gf our CLAVE products may continue to decliriEhere is no assurance that our current
or future products will be able to successfully pete with products developed by others.

We are reducing our dependence on our currentigtapy products by introducing new products andesyis and acquiring product
lines. We are expanding our custom products besitteough increased sales to medical product raatwrers and independent distributors.
Under one of our Hospira Agreements, we manufaatustom 1.V. systems for sale by Hospira and jgiptomote the products under the
name SetSource™. In 2004, we made our initial iuest in a company developing a new medical destaenow own 94% of that
company. Sales depend on the success of effodsvielop and market the device, and there is naasse that those efforts will succeed. In
2005, we acquired Hospira’'s Salt Lake City manufany facility and entered into the MCDA to produdespira’s invasive monitoring,
angiography products and certain other products el manufactured at that facility. We also cacitwith group purchasing organizations
and independent dealer networks for inclusion afrmn-critical care CLAVE and custom products ia tiroduct offerings of those entities.
Custom 1.V. systems, custom critical care prodaci$ custom oncology products accounted for appratety $44.1 million or 31% of total
revenue in the first nine months of 2007, includiades of custom critical care products of appratety $9.6 million and Hospira custom |
sales of approximately $13.7 million. We expectteured increases in sales of custom products. €lisano assurance that we will be
successful in finding acquisition opportunitiesjrmacquiring companies or products or that we sultcessfully integrate them into our
existing business.

We have an ongoing program to increase system®ititipa, improve manufacturing efficiency, reddedor costs, reduce time
needed to produce an order, and minimize investingntentory. These include the use of automagskmbly equipment for new and
existing products and use of larger molds and mgldaachines. In 2006, we centralized our propnyeti@olding in Salt Lake City, expanded
our production facility in Mexico and transferrdgtmajority of manual assembly previously doneatt Bake City to our facility in Mexico.
An additional significant expansion of our facility Mexico was completed in the third quarter 0020 We may establish other production
facilities outside the U.S.
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We distribute products through three distributibarnels. Product revenues for each distributi@mobl were as follows:

Three months endec Nine months endec
September 30, September 30, Fiscal Year Ended
Channel 2007 2006 2007 2006 2006 2005 2004
Medical product manufacture 70% 74% 72% 76% 76% 76% 57%
Independent domestic distributc 16% 15% 15% 14% 14% 16% 31%
International custome 14% 11% 13% 10% 10% 8% 12%
Total 100% 100% 100% 100% 100% 100% 100%

Sales to international customers do not includé& BUWAVE products sold to Hospira in the U.S., baed in I.V. products
manufactured and exported by Hospira. Those satemcluded in sales to medical product manufacsur Other sales to Hospira for
destinations outside the U.S. are included in dal@sternational customers, unless otherwise noted

Quarter-to-quarter comparisons. We present summarized income statement data inltdfmancial Statements. The
following table shows, for the year 2006, the thgudarters of 2007 and 2006 and the first nine m®ooft2007 and 2006, the percentages of
each income statement caption in relation to f@e¢nues.

Three months endec Nine months endec
Year September 30, September 30,
2006 2007 2006 2007 2006
Revenue
Net sales 99% 99% 99% 98% 98%
Other 1% 1% 1% 2% 2%
Total revenues 100% 100% 100% 100% 100%
Gross profit 40% 43% 39% 42% 43%
Selling, general and administrative exper 22% 26% 23% 25% 23%
Research and development exper 3% 5% 3% 4% 4%
Gain on sale of building (1)% 0% (4)% 0% (2)%
Total operating expenses 24% 31% 22% 29% 25%
Income from operations 16% 12% 17% 13% 18%
Other income 2% 3% 3% 5% 2%
Income before income taxes and minority interest 18% 15% 20% 18% 20%
Income taxe: 5% 5% 7% 6% 7%
Minority interest 0% 0% 0% 0% 0%
Net income 13% 10% 13% 12% 13%
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Quarterly results: The healthcare business in the United States jeciuio seasonal fluctuations, and activity teraddiminish
somewhat in the summer months of June, July andigtygrhen iliness is less frequent than in wintenths and patients tend to postpone
elective procedures. This typically causes seddlutauations in our business. In addition, we experience fluctuations in net sales as a
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 dfienot fluctuate in the same manner as net salgsh may cause fluctuations in operating
income that are disproportionate to fluctuationsun revenue.

Quarter Ended September 30, 2007 Compared to the Quer Ended September 30, 2006

Revenues were $44.9 million in the third quarte@®7 compared to $48.6 million in the third quade2006. Revenues include
sales of $3.2 million in the third quarter of 2006m a product we discontinued manufacturing uriderMCDA in October 2006 and the
Punctur Guard products that we terminated in Jgn2@d7. Without those sales, revenues for thel thpirarters of 2007 and 2006 were $44.9
million and $45.4 million, respectively.

Distribution channels: Net U.S. sales to Hospira in the third quarte2@®7 were $30.4 million, compared to net saleb3&.2
million in the third quarter of 2006. The thirdagter of 2006 includes $1.7 million of sales ofradquct we discontinued manufacturing under
the MCDA in October 2006. Excluding the saleshi§ product, net sales to Hospira decreased $3libmar nine percent. This decrease
was primarily comprised of decreases in criticabgaroduct sales of $2.2 million and critical canstom product sales of $1.2 million due to
lower prices charged under the MCDA and lower gales in certain products. Custom L.V. systemess@a Hospira approximated $4.7
million in the third quarter of 2007 compared taG#illion in the third quarter of 2006, an increas 16%. We expect a decrease in our
sales to Hospira in 2007 compared to 2006 bec#&esedetcline in critical care and custom criticalecproducts will be only partially offset by
the growth in custom L.V. systems.

Net sales to independent domestic distributordy@inog Canada) in the third quarter of 2007 andé2@@re $7.3 million. Net sales
of $7.3 million is a $0.7 million, or 11%, increaseer sales in the third quarter of 2006 of $6.8iom, after excluding Punctur Guard sales of
$0.7 million in the third quarter of 2006. Thicrease was primarily from increased sales in CLAWE custom products from increased unit
volume. We expect that sales to domestic distoitsuivill increase principally from growth in cust@roducts, with modest growth in sales
other products, including new products, althougdréhis no assurance that these expectations widdlzed.

Net sales to international customers (excludingag@ahwere $6.0 million in the third quarter of 206@mpared to $5.0 million in tl
third quarter of 2006, an increase of $1.0 milla@r21%. This increase resulted primarily from $hillion of increased CLAVE sales, $0.4
million of increased custom |.V. system sales, eiffsy a decline of $0.6 million of Punctur GuaréesaBoth increases are from increased
volume. The growth was primarily attributable nerieased sales in Europe, Latin America and Sofribad We expect continued increases
in sales to international customers across moasard principal product lines, although therenigssurance that these expectations will be
realized.

Product and other revenue:  Net sales of CLAVE products (excluding custom GIRALV. systems) were $17.8 million in the third
quarter of 2007 compared to $16.6 million in thiedtlquarter of 2006, an increase of $1.2 milliorseven percent. This increase was
primarily due to a 53% increase in internationd&sar $1.1 million. Sales of CLAVE products angtom |.V. systems including one or
more CLAVE connectors combined were $26.2 milliothie third quarter of 2007 compared with $24.liamlin the third quarter of 2006.
CLAVE and custom CLAVE product sales increasedlidiatribution channels.
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Sales to Hospira of critical carequcts, excluding custom critical care products products we no longer manufacture, were $9.9
million in the third quarter of 2007 compared t®31million in the third quarter of 2006. This dease was due to lower unit volume and
lower prices under the MCDA. We expect further pritecreases in 2008 and 2009.

Net sales of custom products, iditig custom critical care products, were $14.1liamlin the third quarter of 2007 compared to
$13.7 million in the third quarter of 2006. Custhi. system sales increased $1.3 million acrosshalnnels, partially offset by a decline in
sales of custom critical care products of $1.0iamill The increased custom 1.V. system revenueduaso higher unit sales. The decrease in
custom critical care products was due to lower salés and lower prices under the MCDA.

Net sales of CLC2000 in the third quarter of 206d the third quarter of 2006 were $1.2 million &id3 million, respectively.

Sales of other products were $lillan and $4.5 million in the third quarters of @D and 2006, respectively. Other product sales
in the third quarter of 2006 include $1.7 milliohsales of a product we no longer manufacture utiteMCDA and $1.5 million of sales of
Punctur-Guard products (excluding royalties) whias terminated in the January 2007.

Other revenue consists of license, royalty andmegeshare income and was approximately $0.5 miiidhe third quarters of 2007
and 2006. We may receive other license fees altieg in the future for the use of our technologyere is no assurance as to amounts or
timing of any future payments, or whether such pawyts will be received.

Gross margin for the third quarter of 2007 and 2006 was 43% 28#b, respectively. Production and gross marging waatively
stable in the first and second quarters of 2006thé third and fourth quarters of 2006, gross mardeclined to 39% and 33%, respectively.
The decline was caused by temporary productiorfiaierficies at our factory in Salt Lake City and gwotion inefficiencies at our factory in
Mexico because of increased production volumesgtwer of new personnel and changes in productioogsses and certain non-recurring
charges. The production inefficiencies in Salté &ty and Mexico were reduced in the first threarters of 2007, but efficiencies have not
yet returned to where they were in the first h&AlP@06. The third quarter of 2007 was favorablypauted by certain government incenti
and unfavorably impacted by a decrease in produstdumes.

We estimate our gross margin by December of thés will approach 45%. However, there is no asgeas to gross margins in
2007 or when all adverse effects of inefficienaié be eliminated.

Selling, general and administrative expenses (“SG&A”) were $11.5 million, and were 26% of revenues inttie quarter of 2007,
compared with $11.1 million and 23% in the thircager of 2006. Increased compensation and bemgitnses of approximately $1.2
million were offset by lower legal costs of $1.1llmh. The higher compensation and benefits cagie primarily in sales and marketing
and increased stock compensation expense. The legad fees are primarily due to two legal actibeing concluded in the first half of
2007. We expect SG&A in 2007 to approximate 24%eoEnue. Increases in costs for sales personegpicted to be more than offset by a
significant decrease in expenses associated wimpand other litigation. There is no assuranea¢ tthese expectations will be realized.

Research and development expenses (‘R&D” ) were $2.2 million or five percent of revenue in thied quarter of 2007 compared to
$1.6 million or three percent of revenue in thedltjuarter of 2006. We expect R&D in 2007 to berfioufive percent of revenue, although
there is no assurance that these expectationbevittalized.

16




Other income was $1.4 million of in the third quarter of 2007da$1L.3 million of income in the third quarter of (8 Interest incom
was $1.1 million and $1.0 million in the third qtearof 2007 and 2006, respectively. Both quarése include a payment from a legal
settlement of $0.3 million.

Income taxes were accrued at an effective tax rate of 33.0%énthird quarter of 2007 compared to 37% in thedthuarter of 200€
The effective tax rate differs from that computédha federal statutory rate of 35% principally &ese of the effect of state income taxes and,
in 2006, losses of a subsidiary not consolidatednftome tax purposes, partially offset by the effef tax-exempt investment income, state
and federal tax credits, deductions for DomestaBction Activities. We expect our effective rabebie approximately 33.0% in 2007.

Nine months ended September 30, 2007 Compared tcetNine months ended September 30, 2006

Revenues were $142.6 million infihg nine months of 2007 and $148.8 million ie first nine months of 2006. Revenues
include sales of $12.4 million in 2006 of a prodwet discontinued manufacturing under the MCDA irtidber 2006 and the Punctur Guard
products that we terminated in January 2007. Rea®for the first nine months of 2007 and 2006 fpyoducts other than the discontinued
products were $142.6 million and $136.4 milliorspectively, an increase of five percent.

Distribution channels: Net U.S. sales to Hospira in the first nine merih2007 were $98.4 million, compared to net safes
$110.0 million in the first nine months of 2006heTfirst nine months of 2006 includes $8.7 millafrsales of a product we discontinued
manufacturing under the MCDA in October 2006. Hrahg the sales of this product, net sales to Haspecreased $2.9 million. The cha
in revenue was primarily from increased custom &ystem sales of $1.7 million offset by decreaséital care sales of $2.3 million and
decreased critical care custom sales of $1.8 millibhe increased sales in custom I.V. systems dgeeto increased unit volumes. The
decreases in critical care and critical care cust@re due to lower unit sales in most productslaner prices under the MCDA. Custom
I.V. system sales approximated $13.7 million infirgt nine months of 2007 compared to $12.0 millio the first nine months of 2006, an
increase of 14%.

Net sales to independent domestic distributordy@ing Canada) in the first nine months of 2007ev@21.3 million compared to
$20.3 million in the first nine months of 2006. €rfirst nine months of 2006 includes $2.2 millidriPainctur Guard sales. Excluding Punctur
Guard sales, sales in the first nine months of 200& $18.1 million. This increase was primariyrprised of sales increases of $2.1 in
custom products, $0.4 million increase in CLAVEd&0.5 million of new products. All increases dte to increased unit volume.

Net sales to international customers (excludingag@ahwere $18.6 million in the first nine month2607, compared with $14.5
million in the first nine months of 2006, an incseaf $4.1 million or 28%. Approximately $2.8 riah and $0.7 million of this increase was
attributable to increased sales in Europe and #t#i® Rim, respectively. The principal productds showing increases were custom 1.V.
systems, with an increase of $2.1 million and CLAMEBducts, with an increase of $2.8 million. 20886enue includes $1.0 million from the
discontinued Punctur Guard product line. All rewemproduct increases were due to increases irsaleis.

Product and other revenue:  Net sales of CLAVE Products (excluding custom GIEALV. systems) were $54.1 million in the first
nine months of 2007 compared to $50.8 million ia finst nine months of 2006, an increase of $3.8ani This increase was primarily due
to increased international sales of $2.8 milliod arcreased domestic distributor sales of $0.4ionill Sales of CLAVE products and custom
I.V. systems including one or more CLAVE connectoombined were $80.0 million in the first nine masbf 2007 compared with $72.2
million in the first nine months of 2006. CLAVE éwcustom CLAVE product sales increased from ina@damit volume in all our
distribution channels.
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Sales to Hospira of critical care products, exeigdiustom critical care products and products wknger manufacture, were $33.8
million in the first nine months of 2007 comparedbB6.1 million in the first nine months of 2008his decrease was primarily due to lower
unit volume and lower prices under the MCDA.

Net sales of custom products, iditlg custom critical care products and custom a@pproducts, were $44.1 million in the first
nine months of 2007 compared to $39.7 million ia finst nine months of 2006. The $4.4 million @24 increase was principally from
increased unit volume in custom L.V. systems wilsicbounted for an increase of $5.5 million. Thehkigcustom L.V. system sales were from
increases in all channels. The critical care cugiecrease of $1.3 was due to lower unit volumelandr prices in under the MCDA.

Net sales of CLC2000 in the first nine months 0d2@nd the first nine months of 2006 were $3.8iomlhnd $4.0 million,
respectively. The decrease was from modest dexsdéasll channels.

Sales of other products were $4ilban and $15.9 in the first nine months of 200W&006, respectively. The first nine months of
2006 other product sales include $8.7 million désaf a product we no longer manufacture undeMB®A. The first nine months of 2007
and 2006 include $0.3 million and $3.7 million,pestively, of sales of Punctur Guard products (&diclg royalties) which was terminated in
the January 2007.

Other revenue consists of license, royalty andmmegeshare income and was approximately $2.2 millidhe first nine months of
2007 and $2.4 million in the first nine months 60B.

Gross margin for the first nine months of 2007 and 2006 was 42%b 43%, respectively. As previously discussedsgmargins
declined to 33% in the fourth quarter of 2006. yhmaproved to 39%, 42% and 43% in the first, secand third quarters of 2007,
respectively.

Selling, general and administrative expenses (“SG&A”) were $35.0 million, and were 25% of revenues infits¢ nine months of
2007, compared with $33.9 million and 23% in thistfnine months of 2006. The increase in costspaiasarily due to increased sales and
marketing compensation and benefit expenses obappately $1.2 million, $0.6 million increase inssand marketing promotion expense,
a $0.8 million increase in travel expenses forgales and marketing personnel, partially offseai$1.8 million decrease in legal expenses.

Research and development expenses (‘R&D” ) were $6.2 million and four percent of revenue i@ finst nine months of 2007
compared to $5.5 million and four percent of reveiuthe first nine months of 2006.

Other income was $7.4 million in the first nine months of 200W&3.2 million in the first nine months of 2006ther income in th
first nine months of 2007 includes an $8.0 millayment to us for a settlement of litigation agamg former attorneys, a $0.8 million
payment of another legal settlement, partially eiffsy a $4.8 million charge for an award againgnusur litigation with Alaris Medical
Systems. Interest income was $3.3 million in ih&t hine months of 2007 compared to $2.7 milliorihie first nine months of 2006. The
increase in interest income was primarily due tingrease in average invested funds.

Income taxes were accrued at an effective tax rate of 33.0%énfirst nine months of 2007 as compared to 37:10%e first nine
months of 2006.

Liquidity and Capital Resources

During the first nine months of 2007, our cashhoaguivalents and liquid investments decreasedLidy3#million.
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Operating Activities: Our cash provided by operating activities tendistoease over time because of our positive opeyadsults.
However, it is subject to fluctuations, principaltpm the impact of integrating new locations fragquisitions, changes in net income,
accounts receivable, inventories, payment of teadkother liabilities and the timing of tax paynment

During the first nine months of Z0€ash provided by operations was $30.0 milliohe Tirst nine months of 2007 cash flow from
operations was mainly comprised of $17.1 milliomef income, including $8.0 million in a legal &&ttent ($5.4 million in legal settlements
net of taxes), depreciation and amortization ofi$8illion and changes in our operating assets ihdities of $3.6 million.

Investing Activities: During the first nine months of 2007, we used $MHiillion of cash in investing activities. This svprincipally
comprised of cash paid for acquired assets of ®8lbn, purchases of property and equipment of. $Ifillion which were primarily for the
building expansion of our Mexico facility, equipmexdditions and mold additions, offset by a ne03aillion in net investment sales.

We estimate that capital expenditures for all dd20ncluding the building improvements in our Mexifacility and new tooling,
will be approximately $23.0 million. Amounts of spkng are estimates and actual spending may sutatadiffer from those amounts.

Financing Activities: During the first nine months of 2007, we usechaafs$22.3 million. Cash provided by stock opti@msl the
employee stock purchase plan, including tax besjefias $3.4 million in the first nine months of Zdom the sale of 111,159 shares.

In January 2007, we announced @amced program to purchase up to $20.0 millionunfommmon stock. In September 2007, we
announced another program to purchase up to atiauadi$20.0 million of our common stock. We purskd $25.7 million of our stock
during the first nine months of 2007.

We have a substantial cash and liquid investmesitipo generated from profitable operations andls&ales, principally from the
exercise of employee stock options. We maintampbsition to fund our growth, meet increasing kiog capital requirements, fund capital
expenditures, and to take advantage of acquisitpportunities that may arise. Our primary investtgal is capital preservation, as further
described in Item 3. Quantitative and Qualitativedibsures about Market Risk. Our liquid investisdmve very little credit risk or market
risk. We believe that our existing cash and liganiestments along with funds expected to be geeérfadbm future operations will provide us
with sufficient funds to finance our current op@ras for the next twelve months.

Off Balance Sheet Arrangements

In the normal course of business, we have agreguléannify officers and directors of the Companyte maximum extent
permitted under Delaware law and to indemnify congtcs as to certain intellectual property mattelasted to sales of our products. There is
no maximum limit on the indemnification that mayreguired under these agreements. We have nexaréa, nor do we expect to incur,
any liability for indemnification. Except for indmification agreements, we do not have any offtiadasheet arrangements.

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 mgjari our purchase orders are blanket purchase®that represent an estimated forecast of

goods and services. We do not have a commitméhilityaon the blanket purchase orders. Since waalchave the ability to separate out
blanket purchase orders

19




from non-blanket purchase orders for goods andecesfor current delivery, these amounts are exaduddom the table below. The
commitments under the MCDA are those to fund cemasearch and development to improve critical panelucts and develop new products
for sale to Hopsira and to provide sales specsi@tused on critical care. We believe that oustang cash and liquid investments along v
funds expected to be generated from future operatiagll provide us with sufficient funds to meetemitments under all of our contractual
obligations. There are no obligations past 2009th{busands)

2007 2008 2009
MCDA $ 242¢ $ 550C $ 5,50C
Property and equipment 2,76C — —
Total $ 518 $ 550C $ 5,50C

Forward Looking Statements

Various portions of this Report, including this Mag@ment’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 goal plans. The forward looking statements aredaa 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:

e  future operating results and various elements efang results, including future expenditures ales and marketing and
product development, future sales and unit voluafgsoducts, future license, royalty and revenusrslincome, production
costs, gross margins, litigation expense, SG&A, R&pense, future costs of expanding our customslygtems business,
income, losses, cash flow, changes in working edjtgms such as receivables and inventory, sefiiiges, and income taxes;

¢ factors affecting operating results, such as shige® specific customers, reduced dependenceroentyproprietary products,
expansion in international markets, selling pri¢esyre increases or decreases in sales of cgutagucts and in certain markets
and distribution channels, increases in systemalskipes, introduction and sales of new produatarranty claims, rebates,
product returns, bad debt expense, inventory rements, manufacturing efficiencies and cost sayimgis manufacturing cost
establishment of production facilities outside thS., adequacy of production capacity, results&DRasset impairment losses,
relocation of manufacturing facilities and persdneéect of expansion of manufacturing facilitiess production efficiencies al
resolution of production inefficiencies, businesasonality and fluctuations in quarterly resultsstomer ordering patterns and
the effects of new accounting pronouncements;

* new or extended contracts with manufacturers agthwrganizations, dependence on a small numbeustbmers, effect of
the acquisition of Hospira’s Salt Lake City manufamg facility and the manufacture of products ftwspira under the MCDA,
cost savings and use of our systems and procedndes the MCDA, and the outcome of our strategitaitives;

* regulatory approvals and compliance; outcome igfation; competitive and market factors, includsantinuing development
of competing products by other manufacturers, clidestion of the healthcare provider market and deard pressure on selling
prices; future purchases of treasury stock; working
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capital requirements; foreign currency denominditeghcial instruments; capital expenditures; acdtjoiss of other businesses
product lines; indemnification liabilities; conttaal liabilities.

The kinds of statements described above and sifoitesard looking statements about our future penfance are subject to a number of
risks and uncertainties which one should considevaluating the statements. First, one shouldidenthe 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.

Second, one should read the forward looking statésria conjunction with the Risk Factors in Paritém 1A of the Annual Report on
Form 10-K to the Securities and Exchange Commisiinthe year ended December 31, 2006 and Pdtéith 1A of this Quarterly Report.
Also, our actual future operating results are stthije other important factors that we cannot priedicontrol, including among others the
following:

* general economic and business conditions;

* the effect of price and safety considerations @nhialthcare industry;

* competitive factors, such as product innovationy technologies, marketing and distribution strereytd price erosion;
* unanticipated market shifts and trends;

¢ the impact of legislation affecting government reursement of healthcare costs;

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

*  unanticipated production problems; and

¢ the availability of patent protection and the amfsénforcing 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 bout Market Risk

We have a portfolio of corporate preferred stoakd federal-tax-exempt state and municipal governirdeht securities. The
securities are all “investment grade” and we belithat we have virtually no exposure to credit.riBkidend and interest rates reset at
auction for most of the securities at seven toyfaite day intervals, with some longer but nonedmelytwelve months, so we have very little
market risk, that is, risk that the fair value loé tsecurity will change because of changes in marterest rates; they are readily saleable at
par at auction dates, and can normally be soldabetween auction dates. As of September 30, 200had no declines in the market values
of these securities.

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 &ilse 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 iptrdolio 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 Eural diexican Peso. Cash and receivables in those esititave been insignificant and are
generally offset by accounts payable and accrualsd same foreign currency, except for Italy, vehaur net Euro
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position at September 30, 2007 was approximatel§ gdllion. We expect that in the future, with thewth of our European distribution
operation, that net Euro denominated instrumeniiscamtinue to increase. We currently do not hedgeforeign currency exposures.

Our exposure to commaodity priceraes relates primarily to certain manufacturingrapens that use resin. We manage our
exposure to changes in those prices through owupement and supply chain management practicethareffect of price changes has not
been material. We are not dependent upon any ssogiece for any of our principal raw materials aticsuch materials and products are
readily available.

Item 4. Controls and Procedures

Disclosure Controls and Procedures

Our principal executive officer and principal firaal officer have concluded, based on their evadnabf our disclosure controls and
procedures (as defined in Regulations 13a-14(c)l&adl4(c) under the Securities Exchange Act o#193 of the end of the period covered
by this Report, that our disclosure controls aratpdures are effective to ensure that the infoonatie are required to disclose in the reports
that we file or submit under the Exchange Act isusulated and communicated to our management,dimgwur principal executive officer
and principal financial officer, as appropriateattow timely decisions regarding required discl@sand that such information is recorded,
processed, summarized and reported within the piends specified in the rules and forms of theuides Exchange Commission. There
were no significant changes in our internal costml in other factors that could significantly affeur internal controls subsequent to the
of the principal executive officer's and princigadancial officer’s evaluation, including any coctire actions with regard to significant
deficiencies and material weaknesses.
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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 abusivbairhas a significant tax avoidance purpose.

In an action filed June 16, 2004 entitled ICU Mediiénc. 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 AuguiXd@® the Court denied our request for a preliminajgnction. On December 27, 2004,
we amended our complaint to allege that Alarisifgfes three additional patents. On July 17, 2€@6Court 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 issuedgatmmary judgment in favor of Alaris based o ofi those interpretations. On January
22, 2007, the Court granted Alaris’ summary judghmeation of invalidity as to the remaining claimssarted against Alaris and on February
22, 2007, the Court entered judgment dismissingeghiemaining claims. The Court’s order affectely tlre asserted claims of the patents in
suit, not other claims in the patents. Followingrgef the judgment dismissing our case, the Chadrd Alaris’ motion to recover its fees,
costs and expenses, and on April 16, 2007, thet@oamted in part Alaris’ motion. On June 28, 20ié& Court awarded Alaris $4.8 million
in fees and costs, plus post judgment interest.inféad to appeal the Court’s decisions. Becauseatvard of fees and costs is a judgment
against us and the outcome of the appeal is umcewa recorded a charge of $4.8 million in oulficial statements for the quarter ended
June 30, 2007. We have not paid the judgmentdipgroutcome of the appeal.

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 allegedtti@U Medical infringed one of its patents by offey for sale and selling the CLC 2000 and
Tego. Medegen sought monetary damages and injgneiief. In March 2007, Medegen withdrew itsi@attas to the Tego. On June 21,
2007, the Court issued an order interpreting aetims and phrases of Medegen’s patent in a madhaewe believe supported our position.
On September 14, 2007, the Court issued an ordetigg our summary judgment motion of non-infringamh Medegen has stated that it
intends to appeal this order. On October 19, 28@¥Court entered judgment of non-infringement disthissed Medegen’s case with
prejudice. On October 19, 2007, the Court also wiseu, without prejudice, our counterclaims thatdakserted patent is invalid and
unenforceable due to inequitable conduct by Meddgdore the United States Patent and Trademark®ffiwe intend to defend ourselves
in any appeals by Medegen in this action and toragsly pursue our claims against Medegen.

In an action filed July 27, 2007 entitled ICU Medalicinc. v. RyMed Technologies, In¢RyMed"), in the United States District
Court for the District of Delaware, we alleged tRgtMed infringes certain of ICU’s patents througre manufacture and sale of the InVision-
Plus valve. We seek monetary damages and injuncgtief and intend to vigorously pursue this matRyMed has denied our allegations
and sued us in the United States District CourtlierCentral District of California seeking a deatary judgment of non-infringement and
invalidity of our patents and alleging that we haveinged RyMed'’s trademark and engaged in urdampetition and other improper
conduct. RyMed seeks monetary damages and inyenatlief. We intend to vigorously defend oursslea this action.

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. Weaeya that the resolution of the legal
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proceedings in which we are involved will not havmaterial adverse effect on our financial positomesults of operations.
Item 1A. Risk Factors.

In evaluating an investment in our common stockegtors should consider carefully, among otherghithe risk factors previously
disclosed in Part Il, Item 1A of our Annual Reptarthe Securities and Exchange Commission for #z& gnded December 31, 2006, as well
as the information contained in this Quarterly Répad our other reports and registration statemiéiet with the Securities and Exchange
Commission. Except for the risk factor set fordidw, there have been no material changes in shefactors as previously disclosed under
“Risk Factors” in Part Il, Item 1A of our Annual Rert to the Securities and Exchange Commissioth®year ended December 31, 2006.

Continued declines in the market for critical care products could have a material adver se effect on our sales and profits.

As described in Management’s Discussion and AnglysFinancial Condition and Results of Operatidhs,U.S. market for critical
care products has been declining in recent yeadsoar sales of critical care products to Hosp@elided in the first nine months of 2007 w
further declines expected in the fourth quarte2@d7. If the market for critical care products thomes to decline or Hospira does not provide
the necessary sales and marketing support to nrasdabes, our sales of critical care products tsgi@ under the MCDA could continue to
decline resulting in a substantial reduction in sales and profits.

Item 2. Unregistered Sales of Equity Securities ahUse of Proceeds

Issuer Repurchase of Equity Securities

The following is a summary of our stock repurchgsaativity during the third 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
07/01/2007— 07/31/2007 — 8 — — $ 12,386, 70!
08/01/2007— 08/31/2007 201,60¢ 37.4¢ 201,60¢ 4,831,30(
09/01/2007 — 09/30/2007 249,08¢ 38.4C 249,08¢ 15,265,60!
Third quarter 2007 total 450,69 $ 37.9¢ 450,691

We had a stock repurchase program, originally anced in July 2006. In August 2006, our Board afeBiors authorized a progr:
to purchase $14.0 million of our common stock. sTiiogram was terminated in January 2007 aftetasing shares with a cost of
approximately $8.0 million. Also in January 200i& announced an expanded program to purchase$g®tmillion of our common stock.
The January repurchase program was completed tei@bpr 2007. In September 2007, we announced gragvam to purchase up to
$20.0 million of our common stock, however, we npaychase less than that amount, as we deem apgpesed on the stock price,
prevailing market and business conditions and athesiderations. The September 2007 program exmeach 14, 2008.
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Item 3. Default Upon Senior Securities

Inapplicable

Iltem 4. Submission of Matters to a Vote of SecugtHolders

Inapplicable

Item 5. Other Information

None

Item 6. Exhibits
Exhibit 31.1
Exhibit 31.2:

Exhibit 32:

Exhibit 100.INS
Exhibit 100.SCF
Exhibit 100.CAL
Exhibit 100.LAB

Exhibit 100.PRE

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

Certifications of Chief Executive Officer and Chighancial Officer pursuant to Section 906 of tlzelfanes-Oxley
Act of 2002

XBRL Instance Documer

XBRL Taxonomy Extension Schema Docum

XBRL Taxonomy Extension Calculation Linkbase Docutr
XBRL Taxonomy Extension Label Linkbase Docum

XBRL Taxonomy Extension Presentation Linkbase Doent

25




Signatures

Pursuant to the requirements ofSbeurities Exchange Act of 1934, the Registrastchdy caused this report to be signed on its
behalf by the undersigned thereunto duly authorized

ICU Medical, Inc.
(Registrant)

/s/ Francis J. 'Brien Date: October 25, 20C
Francis J. ¢ Brien

Chief Financial Officel

(Principal Financial Officer

/sl Scott E. Laml| Date: October 25, 20C
Scott E. Lamt

Controller

(Principal Accounting 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. I have reviewed this quarterly report onrrdi0-Q of ICU Medical, Inc.:

2.  Based on my knowledge, this report doesantain any untrue statement of a material factnoit to state 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 statgmjend other financial information included ifstheport, fairly 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 officerdahare responsible for establishing and maintgmiisclosure 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 registrant andhewe:

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 finahseporting, or caused such internal control divemcial reporting 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 that hagenally affected, or is reasonably likely to maadly affect, the registrant’s
internal control over financial reporting; and

5. The registrant’s other certifyindioér and | have disclosed, based on our most temeruation of internal control over
financial reporting, to the registrant’s auditorslahe audit committee of registrant’s board oédiiors:

a) all significant deficiencies and material weaknessethe design or operation of internal contratiofinancial 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 25, 20C /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, Francis J. O'Brien, certify that:
1. | have reviewed this quarterly report on Form 18fQCU Medical, Inc.:

2.  Based on my knowledge, this report doesantain any untrue statement of a material factoit to state 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 statgmjend other financial information included ifstheport, fairly 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 officerdahare responsible for establishing and maintgmiisclosure 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 registrant andhewe:

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 officerdahhave disclosed, based on our most recent ev@tuaf internal control over
financial reporting, to the registrant’s auditorslahe audit committee of registrant’s board oédiiors:

a) all significant deficiencies and material weaknessethe design or operation of internal contralerdinancial 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 25, 20C /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 Quarterly Report of ICU Medli Inc. (the “Company”) on Form 1Q-for the period ended September 30, 2007 as
with the Securities and Exchange Commission ord#tte hereof (the “Report”), George A. Lopez, Chief Executive Officer, certipbursuan
to 18 U.S.C. § 1350, as adopted pursuant to § 8f@edsarbanes-Oxley Act of 2002, that:

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

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

October 25, 200 /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, 2007 as
with the Securities and Exchange Commission ord#tte hereof (the “Report”), I, Francis J.Boien, Chief Financial Officer, certify pursue
to 18 U.S.C. § 1350, as adopted pursuant to § 8f@edarbanes-Oxley Act of 2002, that:

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

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

October 25, 200 /s/ Francis J. "Brien
Francis J. ’Brien




