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Utah Medical Products, Inc.

with particular interest in healthcare for women and their babies, develops,
manufactures, assembles and markets a broad range of disposable and

reusable specialty medical devices designed for better health

e
outcomes for patients and their care-providers. "
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Five-year Summary of Operations

(In thousands, except per share data)

2003 2002 2001
Net sales $ 27,137 S 27,361 $ 26,954 S 27,193
Net income
Before extraordinary item 7,335 7,165 5,934 5,373
Extraordinary item 13,426 — — — —
Total net income 20,761 7,165 5,934 5,373 5,468
Total assets 49,694 23,387 23,572 25,423 27,756
Long-term debt — 4,956 2,501 10,000 5,934
Stockholders’ equity 36,532 15,722 18,207 12,347 18,789
Earnings per common
share (diluted)
Before extraordinary
item S 1.50 S 1.36 S [.14 S .90 $ .76
Extraordinary item s 275 — — — —_
Total earnings per
common share
(diluted) S 425 S 1.36 S 1.14 S .90 $ 76
Weighted average
common shares (diluted) 4,885 5,263 5,210 5,978 7,197
Quarterly Income Statement Summaries
{In thousands, except per share data)
First Second Third Fourth
Quarter Quarter Quarter Quarter
2003
Net sales S 6,877 S 6,840 S 6,761 $ 6,659
Gross margin 3,977 4,033 3,979 3,902
Net income before
extraordinary item 1,788 1,837 1,861 1,848
Extraordinary item — — — 13,426
Earnings per share before
extraordinary item $ 37 $ 38 $ 38 $ 38
Extraordinary item — — — $ 2.73
2002
Net sales $ 6,705 S 6,800 $ 7,005 $ 6,854
Gross margin 3,816 3,917 4,079 3,951
Net income 1,712 1,785 1,883 1,785
Earnings per share S 32 $ .33 s 36 $ 35
2001
Net sales S 6,567 $ 6,794 S 6,791 $ 6,802
Gross margin 3,763 3,921 3,896 3,812
Net income 1,391 1,481 1,532 1,531
Earnings per share s 27 s .29 S 29 S 29
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To Our Stockholders

In calendar year 2003,

UTMD > 02

Utah Medical Products, Inc. (UTMD) continued its

outstanding operating

performance,

setting records for profitability as a percent of sales.

Fortunately, the Company was also able to sustain the 2002 patent infringement verdict
which had been under appeal by Tyco International. These were two of the four key 2003

objectives that management had identified for shareholders at the beginning of the year.

Although UTMD did actively look for new acquisitions and identified several interesting
opportunities, valuations were too high to conclude an investment in 2003 that would
meet our objectives for shareholder return. As the year progressed, the Company was
able to eliminate its debt and, coupled with the receipt of patent infringement damages
from Tyco, is now in much stronger financial position to make an acquisition without

diluting shareholder interest.

The Company actually received $31 million from Tyco in January 2004, About $25 million
in damages and interest was recognized as non-operating income in 4th quarter 2003

{4Q 2003) from the January 2002 jury verdict which awarded damages of $20 million, which
judgment was upheld by the Court of Appeals in December 2003. The other $6 million,
which will be recognized as non-operating income in 1Q 2004, results from settlement of
additional damages and interest accrued for infringing product shipped by Tyco after the
January 2002 verdict. After $2.5 million in one-time expenses related to the award and
payment of $11.5 million in income taxes, the Company is left with a cash “war chest” of
$17 million. Management believes that maximizing shareholder value will be achieved by
using this capital in one or a combination of the following: 1) to make investments in new
technology, 2} to acquire a product line that will help spur revenue growth and better

utilize UTMD’s infrastructure, and/or 3) to buy back UTMD shares in the open marketplace.

Regarding the last of the four objectives for 2003 stated at the beginning of the year,
and most disappointingly, we generally were not able to realize improved results from

initiatives to expand sales volume. This was due in no small part to the unusual burden




placed on the Company by the FDA, which tied up
management time and other resources that otherwise
would have been involved in new product development
and new marketing initiatives. In addition, in April 2003
the FDA decided to withhold issuing Certificates to
Foreign Governments (CFGs), which are simply comfort
letters for regulators in other countries, which had a
retarding effect on international sales growth even
though there are no regulatory restrictions by the FDA
on UTMD distributing its products in the U.S.

More than 60% of UTMD's sales are to U.S. hospitals.

At the end of 2002, we felt that the new codes of conduct
adopted by hospital group purchasing organizations
(GPOs) at the direction of the U.S. Senate Judiciary
Subcommittee on Antitrust, Business Rights and Compe-
tition in mid-2002 represented a “sea change” for small,
innovative medical device firms that market differenti-
ated products to hospital clinicians. The sea change
didn’t happen in 2003. The bundling of unrelated prod-
ucts, sole source agreements for physician preference
products and other anti-competitive and anti-innovation
practices that had been identified as violations to the
recommended codes of conduct, simply moved down a
level to sub-groups of hospitals, or integrated delivery
networks. Although UTMD did succeed in entering into
supply agreements with five of the top seven GPOs for
its products, the end result was simply increasing costs
by paying an administration fee on established business

without a concomitant increase in sales.

As a result of the regulatory and legal burdens which
limited management and engineering time, continued
GPO and hospital administration restrictions that reduce
market opportunities, a trend in perinatal practice away
from vaginal operative deliveries toward abdominal

deliveries to try to reduce malpractice claims against

physicians, pressure on international bidding processes
because of lack of FDA CFGs, and continued weakness in
CMI molding because of transfer of U.S. OEM customer
work to China, UTMD’s 2003 sales declined about 1%.

Considering the challenges we faced, I hope that
shareholders are pleased with the performance of the
Company in 2003. Financially, the Company achieved
profitability records in average gross profit margin,
operating profit margin and net profit margin, leading
to a year of 10% growth in earnings per share (eps). For
the last six consecutive years, UTMD's eps have grown
at a compounded rate of 20% per year. During that
same period of time, UTMD’s share price grew at a

compounded rate of 25% per year.

Our employees are committed to continue that kind
of excellent performance. Our objectives for 2004 are
similar to those of 2003, except that we have replaced
the administrative burden of a patent infringement
lawsuit with an FDA lawsuit. I am confident that the
Company will eventually be vindicated, as the quality
of our products, as demonstrated by actual clinical

performance in the marketplace, is without peer.

For additional financial details, shareholders may wish
to access UTMD's January 22, 2004 press release report-
ing audited 2003 financial results via the Company’s
website www.utahmed.com, the MD&A section of this
report or UTMD’s SEC Form 10-K.

Thank you for being a UTMD shareholder!

Kevin L. Cornwell

CHAIRMAN & CEQ
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|
UTAH MEDICAL PRODUCTS, INC.

|
|
|
Consolidated Balance Sheet
(In thousands) !

|

December 31, 2003 2002
Assets
Current assets: 1
Cash | $ 762 $ 285
|
Investments, avail‘able-for-sale {note 3) 722 —
Accounts receivab‘le, net (note 2) 3,326 3,093
Inventories (note 2) 3,268 3,478
Prepaid expenses|and other current assets 219 502
Litigation receivable (note 13) 24,884 —
Deferred income t}axes (note 7) 721 399
\
Total curirent assets 33,902 7,757
Property and equipTent, net (note 4) 9,005 8,890
Other assets, net (note 2) 6,787 6,740
Total ass!ets $ 49,694 $ 23,387
|
Liabilities and St}@ckh@!dews' Equity
Current liabilities: ‘
Accounts payable‘ S 368 S 631
Accrued expenses (note 2) 12,129 1,688
Total cur:rent liabilities 12,497 2,319
Note payable (note 5} —_— 4,956
Deferred income taxLas {note 7) 665 390
Total liak;ilities 13,162 7,665
Commitments and cci)ntingencies (notes 6 and 10) — —
Stockholders' equity;:
Preferred stock, $.:01 par value; 5,000 shares authorized;
no shares issuec;i and outstanding — —
Common stock, $.?l par value; 50,000 shares authorized;
issued 4,544 shz‘:res in 2003 and 4,443 shares in 2002 45 44
Accumulated othef comprehensive income (260) (1,115)
Retained earnings 36,747 16,793
Total stoLkholders‘ equity 36,532 15,722
Total liabilities and stockholders' equity S 49,694 S 23,387
\
See accompanying notes fo financial statements.
|
Management's Discussion and Analysis of Financial Condition and Results of Operations
The following comments should be'read in conjunction with BALANCE SHEET adjustment
accompanying finanﬁial statements. Dollar amounts are in Litigation receivable $ (24,884)
thousands except per-share amounts and where noted. Total current assets (24,884)
| Total assets (24,884)
In management'’s opinion, the extraordinarily favorable
event in 4Q 2003 of r}ecognizing the Tyco patent infringement Accrued expenses—Income taxe§ ;.:-aya.lb]e (9,250)
damages award has an impact on the financial statements Accrued expenses—Reserve for litigation costs (1,337)
| . . . . Accrued expenses—Payroll and payroll taxes 871)
that does not allow a meaningful comparison of financial A
rati nd other fin r‘1 ial m res with prior period Total current liabilities (11,458)
atios a Ol erfinat CIZ. casd esh f “p or periods. ted Total liabilities (11,458)
Consequently, MDE}/-‘\ adjusts out the following items relate Stockholders’ equity (13,426)

to the extraordinary event, prior to making comparisons:

1
UTMD > 04 ‘
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UTAH MEDICAL PRODUCTS, INC.

Management's Discussion and Analysis, continued

Productivity of Assets and Working Capital

a) Assets. Year-end 2003 total assets (adjusted per above)
were $24,810, compared to $23,387 in 2002. Because total
assets increased while sales were slightly lower relative to
2002, UTMD's total asset turns decreased from 1.2 to 1.1.
Ending 2003 current assets of $9,018 were higher than 2002
ending current assets of $7,757 primarily because the elimina-
tion of the line of credit balance in 3Q 2003 allowed a cash
and investments build-up in 4Q of about $1,200 compared to
the end of 2002, while other current asset categories netted
out to remain about the same. Ending receivables were about
$200 higher and ending inventory was about $200 lower. Net
property and equipment (PPEE) increased $114 because of
the net increase in dollar-valued Ireland PP&E compared

to the end of 2002 of about $750, representing about a 20%
change in the U.S. dollar (USD)/EURO conversion rate. 2003
total PP&E depreciation of 5910 exceeded new purchases

of $272. Net intangible assets increased $47 because
amortization was offset by $121 in new intellectual property
investment. After the 2002 adoption of FASB Rule No. 142,
UTMD suspended amortizing goodwill from previous
acquisitions. Year-ending 2003 net intangible assets were
27% of total assets, compared to 29% at year end 2002. In
2004, asset turns will decrease because of continued cash
build-up, unless UTMD makes a substantial acquisition,
repurchases stock or takes some other action that consumes
cash. Depreciation of fixed assets should continue to exceed
new purchases. Net intangible assets may change as the
result of an acquisition or a determination that current good-
will is impaired, although the latter seems unlikely at this
time. 2004 total asset turns will depend primarily upon what
management can achieve in utilizing excess cash balances.

Except for the Oregon facility involved as part of the 1997
CMI acquisition and a portion of UTMD’s Midvale parking

lot, the Company owns its PP&E assets. PPGE assets are
comprised of Utah and Ireland manufacturing facilities,
molds, production tooling and equipment, test equipment,
computer/communications equipment and software. Net
PP&E in the U.S. decreased $508 due to depreciation in
excess of purchases. In Ireland, PP&E increased $622,
despite no significant new asset purchases and depreciation
expense of 5153 because of the weaker USD. With slightly
lower consolidated sales and higher PP&E in USD terms,

2003 PP&E turns decreased to 3.0 from 3.1. The current

book value of consolidated PP&E is 38% of acquisition cost.
Management believes that PP&E is in good working order and
capable of supporting increased sales activity. Going forward,
financial performance should be enhanced by lower rates of
depreciation and continuing higher PP&E turns.
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UTAH MEDICAL PROD‘UCTS, INC.

Consolidated Statement of Income and Comprehensive Income

(In thousands, except per|share amounts)

i
Years ended December 3:1, 2003 2002 2001
\
Sales, net (note 9) | $ 27,137 $ 27,361 $ 26,954
Cost of goods sold (notes 9 and 10) 11,245 11,598 11,561
Gross ma{rgin 15,892 15,763 15,393
Operating expenses: |
Sales and marketi#g 2,364 2,472 2,773
Research and deve‘]opment 288 285 364
General and administrative 2518 2,464 2,978
Income fr;om operations 10,722 10,542 9,278
Other income (expen‘se):
Dividend and interest income 5 6 9
Royalty income | 450 450 450
Interest expense | (47) (36) (370)
Other, net 46 34 113
Income before provision for income taxes
and extraordinary item 11,176 10,996 9,480
Provision for income taxes (note 7) 3,841 3,831 3,546
Income before extraordinary item 7,335 7,165 5,934
Extraordinary item—gain from litigation, net of income
|
taxes of $9,250 (note 13) 13,426 — —
|
Net income $ 20,761 $ 7,165 S 5,934
[
Earnings per commorﬁ share (basic) (notes | and 2):
Before extraordinajry item $  1.62 S 1.46 S 1.18
Extraordinary item| 2.97 — —
Total | $ 459 $ 146 s L8
Earnings per commor;l share (diluted) (notes I and 2):
Before extraordinary item S 1.50 $ 1.36 S 114
Extraordinary item| 2.75 — —
Total | $ 425 $ 136 S L4
|
Other comprehensiw;e income:
Foreign currency tr‘anslation net of taxes of $288, $244, and $(87) S 548 S 457 S (170
Unrealized gain on investments net of taxes of $12, $0, and $0 19 —_ —
Total con‘lerehensive income S 21,328 S 7,622 S 5,764

I
See accompanying notes t;o financial statements.

\
Management's |Discussion and Analysis, continued
|

In management’s opiJnion, the extraordinarily favorable
event in 4Q 2003 of rgcognizing the Tyco patent infringement
damages award has an impact on the financial statements
that does not allow a meaningful comparison of financial
ratios and other fina+cial measures with prior periods.
Consequently, MD&A adjusts out the following items related

to the extraordinary ;event, prior to making comparisons:

UTMD > 06 J

INCOME STATEMENT

Extraordinary item—after tax gain from litigation $ (13,426)

Note: Income statement comparisons which follow, including earnings
per share, are “before extraordinary item.”




UTAH MEDICAL PRODUCTS, INC.

Management’s Discussion and Analysis, continued

The goodwill on UTMD's balance sheet is the result of two
acquisitions in 1997 and 1998 which were made in cash at
conservative valuations. As of December 31, 2003, the
goodwill on the balance sheet has been reduced by 27%
from the acquisition price as a result of UTMD using previous
GAAP through 2001 for the purchase method of acquisition
accounting. UTMD’s future income statement performance
could be affected in the case of impairment of the existing
goodwill. The acquired 1998 Gesco neonatal products and
1997 CMI products continue to be viable parts of UTMD's
overall business activities, representing 22% of total sales in
2003. Net goodwill on the December 31, 2003 balance sheet
is 23% of 2003 sales. UTMD does not expect its goodwill intan-
gible assets to become impaired in the foreseeable future.

Average inventory turns decreased in 2003 to 3.3 from 3.4
because average inventory balances remained about the
same as 2002 while sales declined slightly. The 2003 ending
inventory balance was about $100 below the year's average.
Management continues to target 4.0 average inventory turns
as its objective, and believes inventory turns will improve in
2004. Year-ending 2003 accounts receivable {A/R) balances
increased 8%. Calculated average days in A/R were 45 on
December 31, 2003 based on 4Q 2003 shipment activity. This
is well within management's objective of 55 days. A/R over
90 days from invoice date were about 4% of total A/R at year
end, compared to 7% at year-end 2002. The Company believes
these older A/R are collectible or within its reserve balances
for uncollectible accounts.

Working capital at year-end 2003 was $7,979 compared to
$5,437 at year-end 2002 because in addition to the increase
in cash and investment balances of about $1,200, current
liabilities at the end of the year were about $1,300 lower. As
a result, UTMD’s current ratio improved to 8.7 from 3.3. 2004
working capital balances and current ratio will depend prima-
rily upon the timing and extent of management's expected
utilization of excess cash.

b) Liabilities. In the years 2002 and 2003, UTMD's total liabili-
ties and total debt ratio have been driven by the timing of
debt incurred for financing share repurchases, not in providing
cash to operate its business. At the end of 2003, UTMD's

total debt ratio decreased to 7% from 33% at the end of 2002,
primarily because the line-of-credit balance was paid off. In
3Q 2003, UTMD retired the debt associated with its November
2002 tender offer under which it repurchased 503 thousand
shares at a cost of $8.6 million. Total shares repurchased in
2002 including the tender offer were 721 thousand at a cost

of $11.8 million. In 2003, in addition to eliminating the debt
balance from financing the 2002 share repurchases, UTMD
repurchased 97 thousand shares in the open market at a cost
of $2.2 million. UTMD's total debt ratio in 2004 will depend

on any financing required to continue to repurchase shares
or make acquisitions. Without requirement for any of those
financing activities, the total debt ratio due to normal current
liabilities should be in the range of 10%.

Results of Operations

a) Revenues. Global consolidated sales decreased about 1% in
2003 compared to 2002, Foreign (international) sales increased
2% and U.S. (domestic) sales declined 2%.

UTMD divides its domestic sales into two primary distribution
channels: “direct sales” which are sales to end user customers
by UTMD's direct sales force, independent commissioned
sales reps, specialty distributors and national hospital distri-
bution companies, and “OEM sales” which are sales to other
companies where products are packaged and resold as part
another company’s product offerings. As a percentage of total
domestic sales, 2003 direct sales represented 93% compared
to 94% in 2002 and 92% in 2001. The remaining 7% of domestic
sales in 2003 were OEM sales. Domestic direct sales repre-
sented 73% of global consolidated sales in 2003 compared to
74% in both 2002 and 2001.

International sales in 2003 were 22% of global consolidated
sales compared to 21% and 19% in years 2002 and 2001
respectively. In the first half of the year, international sales
had increased 12% primarily helped by a weaker U.S. dollar.
In the second half, a decision by the FDA to withhold export
certificates from UTMD probably contributed to an interna-
tional sales decline of 6%. Of the 2003 foreign sales, 58% were
made in Europe, the same as in both 2002 and 2001. ireland
operations shipped 63% of international sales (in USD terms)
in 2003 compared to 59% in 2002 and 54% in 2001. Shipments,
including intercompany, from UTMD Ltd. (ireland) were down
2% in Euro terms, and up 16% in USD terms, compared to

the prior year.

UTMD groups its sales into four product-line categories:

1) obstetrics, comprised of labor and delivery management
tools for monitoring fetal and maternal well-being, for reduc-
ing risk in performing difficult delivery procedures and for
improving clinician safety; 2) gynecology/electrosurgery/
urology, comprised of tools for gynecological procedures
associated primarily with cervical/uterine disease, including
LETZ, endometrial sampling, diagnostic laparoscopy, and
other MIS procedures; specialty excision and incision tools;
conservative urinary incontinence therapy devices; and
urology tools; 3) neonatal care, comprised of devices that
provide developmentally-friendly care to the most critically
ill babies, including providing vascular access, administering
vital fluids, maintaining a neutral thermal environment, provid-
ing protection and assisting in specialized applications; and

07 < UTMD



UTAH MEDICAL PRODUCTS, INC.

Management's Discussion and Analysis, continued

4) blood pressure monitoring/accessories/other, comprised of
specialized componelnts for invasively monitoring blood pres-
sure on a continuous })asis with pressure transducer systems,
and subcontract molded parts along with other components
and products sold on|an OEM basis to other companies. In
these four categories, UTMD's primary revenue contributors
often enjoy a dominant market share and typically have

differentiated product features protected by patents.

|
Revenues by product category:

|
1. Worldwide obstetri‘cs product sales were $11,435 in 2003

compared to $11,977 in 2002 and $12,276 in 2001. Of the $542

decline in total obste/trics sales, $252 was from lower sales

of vacuum-assisted dFlivew systems (VADS), a 15% decline,
and $237 from lower Intran Plus sales, a 2% decline. The lower
VADS sales resulted primarily from a change in obstetrics
practice that favors alSdominal operative deliveries over
vaginal operative deliveries because of medical malpractice
litigation risk. Lower obstetrics sales in general resulted from
increased competitioin including product bundling agree-
ments with U.S. hospital administrators. Despite the decline
in utilization, UTMD égrees with ACOG (The American College
of Obstetricians & Gynecologists) that using VADS remains the
trained physician's best choice in many operative deliveries,
and will continue its educational programs regarding appro-
priate indications and proper use of the procedure. Cheaper
priced, less clinically-effective products represent significant
competition where hospital administrators are constrained

by GPO contracts or r‘nay not take the total cost of care into

consideration, including increased risk of complications and

utilization rates. International obstetrics sales increased to
$665 in 2003 from Sél!?' in 2002.

2. Consolidated glob%ﬂl gynecology/electrosurgery/urology
product sales were $5,324 in 2003 compared to $5,271 in
2002 and $4,924 in 2001. International sales in this category
increased 19%. A number of UTMD products in this frag-
mented category are|patented, so sales should continue to
grow as physicians learn more about their advantages.

3. Consolidated global neonatal product sales were $4,142

|
in 2003 compared to ‘$3,852 in 2002 and $3,801 in 2001.

International neonate‘al product sales decreased 16%.

4. Worldwide blood x‘!)ressure monitoring and accessories
(BPM) sales were $6,%36 in 2003 compared to $6,261 in 2002
and $5,953 in 2001. Domestic OEM sales in this category,
which includes plastic molded components used in other

industries affected b!y the weak U.S. economy, increased 2%.
|

|
Looking forward to 2904, UTMD expects to maintain or mod-

estly increase sales f‘or its established products even though

markets for its produ‘cts will remain intensely competitive;
despite the fact that\administrative barriers in the U.S. that

|
i
|
UTMD > 08 J
|

prevent smaller companies from fairly competing for hospital
sales have not been significantly diminished; and despite
disappointment in U.S. FDA administrators who we believe
have inappropriately withheld export certificates to foreign
governments since 2003.

b) Gross Profit. UTMD’s average 2003 gross profit margin
(GPM), the surplus after costs of manufacturing, inspecting,
packaging, sterilizing, and shipping products (COGS) are
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UTAH MEDICAL PRODUCTS, INC.

Management's Discussion and Analysis, continued

subtracted from net revenues, was a Company record

58.6% compared to 57.6% in 2002 and 57.1% in 2001. UTMD
continued to experience a favorable shift from lower margin
products to higher margin products as a percentage of sales,
lower depreciation expense on fixed assets and improved
efficiencies in overhead costs.

With respect to gross profits in UTMD’s sales channels, OEM
sales are sales of UTMD products that are marketed by other
companies in conjunction with their product offerings, and
are not sold under UTMD's label. UTMD utilizes "OEM sales”
as a means to help maximize utilization of its capabilities
established to satisfy its “direct sales” business. As a general
rule, prices for “OEM product sales” expressed as a multiple
of direct variable manufacturing expenses are lower than for
“direct sales” because in the OEM and international channels,
UTMD’s business partners incur significant expenses of sales
and marketing. Because of UTMD's small size and period-
to-period fluctuations in OEM business activity, allocations
of fixed manufacturing overheads cannot be meaningfully
allocated between direct and OEM sales. Therefore, UTMD
does not report GPM by sales channels.

UTMD targets an average GPM greater than or equal to 55%,
which it believes is necessary to successfully support the
significant operating expenses required in a highly complex
and competitive medical device marketplace. Management
expects to achieve its GPM target again in 2004. Expected
favorable influences include growth in sales volume without a
similar increase in manufacturing overhead expenses, a larger
percentage of total sales from higher margin products and a
continued emphasis on reengineering products and processes
to reduce costs. Expected unfavorable influences are contin-
ued competitive pressure on pricing and higher wage rates.

¢) Operating Profit. Operating profit, or income from opera-
tions, is the surplus after operating expenses are subtracted
from gross profits. Operating expenses include sales and
marketing (S&EM) expenses, research and development (R&D)
expenses and general and administrative (GEA) expenses.
2003 operating profit increased 2% to $10,722 compared to
$10,542 in 2002, and $9,278 in 2001. UTMD’s operating profit
margin (operating profits divided by total sales) was also a
Company record in 2003. The 2003 operating profit margin of
39.5% compared to 38.5% in 2002 and 34.4% in 2001. Operating
expenses as a percentage of sales were 19.1% in 2003 and
2002, compared to 22.7% in 2001. A major portion of the
decrease in 2002 from 2001 was due to UTMD’s required
GAAP adoption of SFAS Statement No. 142, under which the
Company recognized no goodwill amortization expense (GWA)
in 2003 or 2002. GWA was $569 in 2001. For comparison, $569
represents 2.1% of 2003 and 2002 sales. Looking forward to

2004, UTMD expects to continue an outstanding operating
margin similar to 2003, primarily as a result of an increase in
sales coupled with holding operating expenses about the
same. In order to hold operating expenses the same, UTMD
expects to be able to offset an increase in S&M expenses with
a decrease in litigation expenses (GEA expenses).

i) S&M expenses: S&M expenses are the costs of communicating
UTMD's differences and product advantages, providing train-
ing and other customer service in support of the use

of UTMD’s solutions, processing orders and funding GPO

fees. Because UTMD sells internationally through third party
distributors, its S&M expenses are predominantly needed for
U.S. business activity where it sells directly to clinical users.
The largest component of S&M expenses is the cost of directly
employing representatives that provide coverage across the
U.S. year 2003 S&M expenses decreased to $2,364 from $2,472
in 2002 and $2,773 in 2001, as UTMD continued to improve
the productivity of its direct sales force. As a percent of total
sales, S&M operating expenses were 8.7% in 2003, 9.0% in 2002
and 10.3% in 2001. Looking forward, UTMD plans higher S&EM
expenses during 2004 due to Group Purchasing Organization
fees, increased advertising expenses and new marketing
initiatives, but intends to manage S&M expenses to remain
less than 10% of total sales.

if) R&D expenses: RED expenses include the costs of investigat-
ing clinical needs, developing innovative concepts, testing
concepts for viability, validating methods of manufacture,
completing regulatory documentation and other activities
required for design control, responding to customer requests
for product enhancements, and assisting manufacturing

OPERATING EXPENSES
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UTAH MEDICAL PRODUCTS, INC.

Consolidated Statement of Stockholders’ Equity

(In thousands)

Years ended December 31

' 2003, 2002 and 2001

Accumulated

Additional Other Total
Common Stock Paid-in Comprehensive Retained Stockholders’
Shares Amount Capital Income Earnings Equity
Balamce at Jamuary 1, 2001 5,003 S 50 ) — S (1,559) S 13,856 S 12,347
Shares issued upon| exercise of employee
stock options for|cash 45 — 316 —_ — 316
Tax benefit attributable to appreciation
of stock options — — 60 — — 60
Common stock purchased and retired (19) — (376) — 183 (193)
Foreign currency translation adjustment — — — (257) — (257)
Net income — — — — 5,934 5,934
Balamce at December 31, 2001 5,029 S 50 S — S (1,816) S 19,973 S 18,207
Shares issued upon| exercise of employee
stock options for|cash 137 ] 1,112 — — 1,113
Shares received and retired
upon exercise of ‘stock options (2) — (31 — — (31)
Tax benefit attributable to appreciation
of stock options — — 354 — — 354
Common stock purghased and retired (721) (7 (1,435) — (10,345) (11,787)
Foreign currency translation adjustment — — — 701 — 701
Net income — — — — 7,165 7,165
Balamce at December 31, 2002 4,443 S 44 S — S (1,115) S 16,793 S 15,722
Shares issued upon| exercise of employee
stock options for|cash 299 3 2,465 — — 2,468
Shares received anq retired
upon exercise of stock options (101) (n (2,141) — — (2,142)
Tax benefit attributable to appreciation
of stock options — — 1,108 — — 1,108
Common stock purchased and retired (97) (n (1,432) — (807) (2,240)
Foreign currency translation adjustment — — — 836 — 836
Unrealized holding gain from investments,
available-for—sale“, net of tax — — — 19 — 19
Net income | — — — — 20,761 20,761
Balamce at Decemb‘lev 31, 2003 4544 S 45 S — S (260) S 36,747 S 36,532

[

See accompanying notes to: financial statements.
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UTAH MEDICAL PRODUCTS, INC.

Management's Discussion and Analysis, continued

engineering on an ongoing basis in developing new processes
or improving existing processes. Internal R&ED expenses were
$288 in 2003, $285 in 2002 and $364 in 2001. As a percent of
sales, 2003 and 2002 R&D expenses were 1.0% compared

to 1.3% in 2001. In 2003, the efforts of R&D aided UTMD's
continued GPM improvements. In addition to new products
still being developed, a number of existing products were
enhanced or updated. In 2004, UTMD will opportunistically
employ R&D resources to invest where management antici-
pates it can get a significant return with future new product
sales. 2004 RED expenses are again likely to be in the range
of 1%-2% of sales.

iii) G&A expenses: GEA expenses include the “front office”
functional costs of executive management, finance and
accounting, corporate information systems, human resources,
shareholder relations, legal, risk management and protection
of intellectual property. In addition to employing the
personnel required to coordinate or manage the preceding
functions, G&A expenses include outside director costs,
outside légal counsel, independent accounting audit fees,
401 (k) administration, NASDAQ exchange fees, write-offs
of uncollectible receivables, business insurance costs and
corporate contributions to charitable organizations. Prior to
2002, G&A expenses also included GWA. GEA expenses were
82,517 in 2003, $2,464 in 2002 and $2,978 in 2001. As a percent
of sales, GEA expenses were 9.3% in 2003, 9.0% in 2002 and
11.1% in 2001. All three years included considerable litigation
expenses relating to the patent infringement lawsuit with
Tyco/Kendall«LTP. In addition, 2002 and 2003 include
increased G&A expenses to comply with required governance
activities mandated by the Sarbanes-Oxley Act of 2002.

d) Non-operating Income, Non-operating Expense and EBT.
Non-operating income includes royalties from licensing
UTMD’s technology to other companies, rent from leasing
unutilized property to others, interest earned from investing
the Company's excess cash, and gains or losses from the sale
of assets, offset by non-operating expenses which includes
interest expenses and bank fees. Non-operating income was
$454 in 2003, $453 in 2002 and $202 in 2001. Royalties received
were $450 in all three years. Future royalties may vary depend-
ing on the success of other companies in selling products
licensed by UTMD, and the remaining life of the applicable
patents. Interest expense associated with the line-of-credit
which reduced non-operating income was $47 in 2003, $36 in
2002 and $370 in 2001. Interest costs in 2003 and 2002 were
lower compared to 2001 because of significantly lower average
LOC debt balances, and because interest rates were lower
after 2001. UTMD expects non-operating income in 2004 to be
higher than 2003 because of interest income on excess cash
balances, but this will depend on the timing of utilization of
the excess cash as well as prevailing interest rates.

Earnings before income taxes (EBT) result from adding
UTMD’s non-operating income to its operating profits. EBT
were $11,176 in 2003, $10,996 in 2002 and $9,480 in 2001.
EBT in 2003 were 2% higher than in 2002 although sales were
1% lower because of record gross profit margins. Given the
projections noted above, management is targeting 2004 EBT
about the same as 2003 EBT (excluding the extraordinary
non-operating income and operating expenses associated
with the Tyco patent infringement lawsuit).

e) Net Income, EPS and ROE. Net income is EBT minus income
taxes. Net income increased 2% to $7,335 in 2003 from $7,165
in 2002. 2001 net income was $5,934. The growth rate in net
income was slightly higher than EBT because UTMD's 2003
effective tax rate was lower than in 2002. The (adjusted)
effective income tax rate in 2003 was 34.4% compared to 34.8%
in 2002 and 37.4% in 2001. Tax on the extraordinary item was
40.8%, resulting in a combined rate of 38.7%. Year to year
fluctuations in the tax rate have resulted from 1) the use of

a foreign sales corporation, 2) differences in distribution

of state income taxes, 3) differences in profits of the lreland
subsidiary which is taxed at a 10% rate on exported manu-
factured products, 4) increases in marginal tax rates for EBT
above $10 million, and 5) other factors such as R&D tax credits
and the timing of actual versus accrued litigation expenses.
The Company eliminated its foreign sales corporation in 2002.
Management expects that UTMD's consolidated income tax
rate may be higher in 2004 compared to 2003, but this is
difficult to predict.

UTMD’s normal net income expressed as a percentage of
sales ranks in the top performance tier of all U.S. publicly-
traded companies at 27.0%, 26.2% and 22.0% for years 2003,
2002 and 2001, respectively. This profitability performance
factor is the primary driver for UTMD’s return on shareholders’
equity (ROE).

Earnings per share (EPS) is net income divided by the
number of shares of stock outstanding (diluted to take into
consideration stock option awards which are “in the money”"—
have exercise prices below the current period’s weighted
average market value). Diluted 2003 EPS were $1.50, up 10%
from $1.36 in 2002. In 2001, EPS were $1.14 with sales about
the same as 2003. The combination of higher profitability
and fewer outstanding shares accounted for the substantial
increase in EPS. UTMD management believes shareholder
value is improved by consistently increasing EPS. In the last
six year period since 1997, UTMD has increased EPS at an
annually compounded rate of 20% per year. The end of 2003
weighted average number of diluted common shares (the
number used to calculate diluted EPS) were 4,885 (in thou-
sands) compared to 5,263 shares in 2002 and 5,210 shares

in 2001. Dilution for “in the money” unexercised options for
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UTAH MEDICAL PRODiUCTS, INC.
, |
Consolidated Statement of Cash Flow

(In thousands)

Years ended December 3, 2003 2002 200t
Cash flows from operating activities:
Net income S 20,761 S 7,165 S 50934
Adjustments to rec?ncile net income to cash
provided by operating activities:
Depreciation and amortization 984 1,172 1,933
Gain on invest‘ments (1) — —
Provision for (recovery of) losses on accounts receivable (93) 18 70
Loss on disposal of assets 4 — 6
Deferred income taxes (47) 108 (26)
Tax benefit attributable to exercise of stock options 1,108 354 60
(Increase) decrease in:
Accounts receivable 36 577 164
Accrued inte‘,rest and other receivables 257 (316) 121
Inventories ! 174 (168) (239}
Prepaid expénses and other current assets (32) (31) (20)
Litigation re‘ceivab]e (24,884) — —
Increase (decrs‘ease) in:
Accounts pa“yable (291) 154 {208)
Accrued expenses 10,369 (377) 65
Net cash ;‘arovided by operating activities 8,335 8,656 7,860
Cash flows from E%wesﬁng activities:
Capital expenditures for:
Property and equ“ipment (272) (517) (524)
Intangible assets (122) — —
Purchase of investments (737) — —
Proceeds from sale|of investments 98 — —
Net cash Lsed in investing activities (1,033) (517) (524)
Cash flows from fénancﬁmg activities:
Proceeds from issuance of common stock—options 882 1,113 316
Common stock pur}chased and retired (2,240) (11,787) (193)
Common stock pur‘chased and retired—options (555) (31) —
Proceeds from note} payable — 4,956 —
Repayments of note payable (4,856} (2,501) (7.,499)
Net cash {Jsed in financing activities (6,869) (8,250) (7.376)
Effect of exchange ratb changes on cash 44 26 4)
Net incre‘ase (decrease) in cash and cash equivalents 477 (85) (44)
Cash at beginning of 3‘/ear 285 370 414
Cash at end of year S 762 S 285 S 370
Supplemental disclosures of cash flow information:
Cash paid during the year for:
Income taxes S 2628 S 3,568 S 3,399
Interest 47 S 25 370

See accompanying notes to financial statements.
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UTAH MEDICAL PRODUCTS, INC.

Management's Discussion and Analysis, continued

the year 2003 was 359 (in thousands) shares compared to 350
in 2002, and 191 in 2001. The total number of unexercised
options outstanding declined about 23% in 2003, following a
9% decline in the prior year. Dilution has increased despite
much fewer outstanding option shares due to UTMD's higher
share price in the stock market. Actual outstanding common
shares as of December 31, 2003 were 4,544,000.

Return on shareholders’ equity (ROE) is the portion of net
income retained by UTMD to internally finance its growth,
divided by the average accumulated shareholders' equity
during the applicable period. ROE in 2003 was 38% compared
to 42% in 2002 and 39% in 2001. This ratio determines how
fast the Company can afford to grow without adding external
financing that would dilute shareholder interests. For exam-
ple, a 20% ROE will financially support 20% growth in revenues
without issuing more stock. Record profitability was primarily
responsible for continued outstanding ROE result in 2003.

In UTMD's opinion, achieving growth in revenues and EPS
without diluting shareholder interests maximizes shareholders’
value. Management's goal is to consistently achieve ROE in
excess of 25%. UTMD’s ROE has averaged 31% per year over
the last 18 years. Although the accumulation of cash in the
absence of share repurchases or acquisitions could reduce
total asset turns, and the elimination of long-term debt would
reduce financial leverage that enhances ROE, management
expects to be able to achieve its ROE objective again in 2004
primarily by accomplishing another record year in profitability,
assuming UTMD effectively deploys its excess cash resulting
from the extraordinary event, )

Liquidity and Capital Resources

In management’s opinion, the extraordinarily favorable
event in 4Q 2003 of recognizing the Tyco patent infringement
damages award has an impact on the financial statements
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that does not allow a meaningful comparison of financial
ratios and other financial measures with prior periods.
Consequently, MD&A adjusts out the following items related
to the extraordinary event, prior to making comparisons:

CASH FLOW STATEMENT adjustment

Net income S (13,426)
Litigation receivable 24,884
Accrued expenses (11,458)

Cash flows — Cash {and investment) balances were $1,484 at
the end of 2003, compared to $285 at the end of 2002.

Net cash provided by operating activities, including
adjustments for depreciation and other non-cash operating
expenses, along with changes in working capital, totaled
$8,335 in 2003 compared to $8,656 in 2002 and $7,860 in 2001.
Cash provided by operating activities demonstrates the
Company's continued control of operating performance aided
by a 51,108 tax benefit attributable to exercise of employee
options in 2003, compared to the same benefit in 2002 of
$354 and in 2001 of $60.

The increase in the Company’s use of cash for investing
activities was from purchases of short-term investments, in
an effort to make prudent use of excess cash. The Company
realized $41 in gains from the sale of investments.

In 2003, UTMD received $882 and issued 197,432 shares of
stock upon the exercise of employee and director stock
options. Employees and directors exercised a total of 298,852
option shares in 2003, with 101,420 shares immediately being
retired as a resuit of the individuals trading the shares in
payment of the exercise price of the options and related tax
withholding requirements. UTMD paid $555 to meet those
tax withholding requirements. UTMD repurchased 96,900
shares of stock in the open market at a cost of $2,240 during
2003. Option exercises in 2003 were at an average price of
$8.26 per share. Share repurchases in the open market were
at an average cost of $23.12 per share, including commissions
and fees. In 2002, the Company received a net $1,082 from
issuing 135,362 shares of stock on the exercise of employee
stock options, including 1,727 shares retired upon an
employee trading those shares in payment of the stock
option exercise price.

During 2003, UTMD made repayments of $4,956 on its note
pavable, which was the remaining balance at the end of 2002,
while receiving $0 in proceeds from the note (line of credit).
In 2002, UTMD made loan repayments of $2,501 and received
$4,956 in proceeds from the note to finance the November
2002 tender offer. The 2002 loan proceeds were used to pay
for UTMD share repurchases as the result of a tender offer.
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UTAH MEDICAL PRODUCTS, INC.

Management's Discussion and Analysis, continued

Management believes that future income from operations and

effective management of working capital will provide the lig-

uidity needed to fin‘ance growth plans. Planned 2004 capital

expenditures are ex‘pected to be approximately $600 to keep
facilities, equipmenjt and tooling in good working order. In
addition to capital eixpenditures, UTMD plans to use cash in
2004 for selective infusions of technological, marketing or

|

product manufacturing rights to broaden the Company’s prod-
uct offerings; for con§tinued share repurchases if the price of
the stock remains urj1dervalued; and if available for a reason-
able price, acquisitic‘)ns that may strategically fit UTMD's
business and are ac%,retive to performance. The revolving
credit line will continue to be available for liquidity when the
timing of acquisitions or repurchases of stock require a large
amount of cash in a short period of time in excess of existing

cash and investment balances.

Management plans to use the cash from the Tyco damages in
one or a combination of the following: 1) to make investments
in new technology, 2 to acquire a product line that will help
spur revenue growth and better utilize UTMD's infrastructure,

|
and/or 3) to buy back UTMD shares in the open marketplace.

|
Contractual Obligations and

Contingent Liabilitiés and Commitments
\

The following is a su‘mmary of UTMD's significant contractual

obligations and commitments as of December 31, 2003 (in
thousands): |

Less More
Contractual obligations than 1 1-3 3-5 than 5
and commitments Total year years years years
Long-term debt ‘
obligations $ — $ — 5 — 8§ — § —
Operating lease ‘
obligations 1,065 66 111 111 777
Purchase
obligations () 12,720 2,720 — — —
Total $3785 $278 $ 111 $ill § 777
(' The majority of UTMD’s purchase obligations constitute
raw materials for use|in its manufacturing operations. UTMD

has the right to make‘ changes in, among other things, pur-

chase quantities, delivery schedules and order acceptance.

\
Off-Balance Sheet Arrangements

UTMD's only off-balance sheet arrangements are operating
leases on its Oregon manufacturing facility and on a portion of
the parking lot adjacent to its Utah facilities. Details on those
arrangements are provided above and in Note 6 on page 19.

UTMD > 14

Other Financial Measures

EBITDA ~ (equals EBT, plus depreciation and amortization
expenses, plus interest expense) is a term used for measuring
a company’s ability to generate cash from its operations
without regard for changes in working capital, cash consumed
for fixed asset purchases, its cost of borrowing or income tax
burden. UTMD’s EBITDA from normal operations in 2003

was $12.2 million, or 45% as a ratio of sales. UTMD’s EBITDA
has averaged 40% of sales over the last five years. The extra-
ordinarily strong cash generation performance resulted from
a combination of outstanding operating profit performance
and royalty income from others’ use of UTMD's technology.
With sales and other performance factors approximately the
same as in 2003, management projects EBITDA about the
same in 2004.

Please note that EBITDA is not defined or described by
Generally Accepted Accounting Principles (GAAP). As such, it
is not prepared in accordance with GAAP, is not a measure of
liquidity, and is not a measure of operating results. However,
the components of EBITDA are prepared in accordance with
GAAP, and UTMD believes that EBITDA is an important meas-
ure of the Company’s operating performance and financial
well-being.

Management’s Outlook

In summary, in 2004 UTMD plans to:

1) clear up its apparently unresolved QSR status with the
U.S. FDA that has hindered international sales, slowed new
product development, stymied business development and
consumed an inordinate amount of human capital since 2002;

2) continue outstanding operating performance;
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UTAH MEDICAL PRODUCTS, INC.

Management's Discussion and Analysis, continued

3) actively look for new acquisitions to facilitate sales growth;
and

4) utilize current excess cash balances in shareholders’ best
long-term interest.

The following factors provide optimism that 2004 will demon-
strate better top line growth:

1) the continued scrutiny by government agencies into the
anti-competition, anti-innovation and anti-good healthcare
effects of bundling agreements and exclusive agreements for
physician preference products by hospital administrators.

2) recent supply agreements with five of the top seven
hospital GPOs.

3) continued improvements in a maturing U.S. direct sales force.
4) improvement in general economic conditions that have
negatively affected U.S. OEM activity.

5) elimination of unfavorable regulatory interference affecting
export sales.

UTMD will continue to focus on differentiating itself, espe-
cially from commodity-oriented competitors. UTMD is smalil,
but its employees are experienced and diligent in their work.
Qur passion is in providing innovative clinical solutions that
will help reduce health risks for women and their babies. The
Company has a defined focus, and does not seek to become
big as a primary motivation. We just want to do an excellent
job in meeting our customers’ needs, and provide our share-
holders with excellent returns.

The reliability and performance of UTMD's products is high
and represents significant clinical benefits as well as minimal
total cost of care. Physicians do care about the well-being of
their patients, but their time is limited to evaluate choices,
and they have hospital administrators to deal with who often
look at the initial price of a product, without understanding
the total picture including complications and other less
obvious costs.

In the U.S., UTMD will continue to leverage its reputation

as an innovator which will responsively take on challenges

to work with physicians who use its products in specialty
hospital areas, or outside the hospital in their office practices.
Internationally, where UTMD must depend on the knowledge,
focus, relationships and energy of independent distributors,
management will continue to closely monitor performance
and recruit needed new business partners.

In 2003, UTMD again demonstrated a high positive cash flow
reflected by achieving record EBITDA performance of 45% of
sales, managing working capital effectively and keeping new
capital expenditures below its rate of depreciation of existing
assets. UTMD's balance sheet is strong enough to finance an
acquisition in 2004 without issuing stock. In considering acqui-
sitions, UTMD looks to acquire successful companies that will

enhance its specialist focus. When UTMD acquires a company,
it probably will be for cash, and with the idea that it will be
able to retain key resources that helped make the acquired
entity previously successful.

Over the last six years, UTMD made some significant accom-
plishments: 1) compounded EPS growth of 20% per year (not
including receipt of patent infringement damages); 2) two
accretive acquisitions which now represent about 22% of the
Company’s business activity; 3) repurchase of 45% of the
ownership of the Company (including dilution of options)

for $36 million (3.7 million net shares at an average cost of
$9.75 per share including commissions, other repurchase
costs and the difference between option exercise price and
market price for option shares exercised); and 4) a successful
effort defending the patent rights of UTMD's flagship product
technology and core franchise of UTMD's market identity,
resulting in a $31 million damages award.

Looking back, UTMD's EPS were up 10% in 2003, and the
$26.14 ending share price was up 37% relative to the end of
2002. The NASDAQ Composite, S&P 500 Index and DJIA were
up, 50%, 29% and 25% respectively in 2003. With 2003 EPS of
$1.50 (excluding Tyco damages award), UTMD's year-end
price to trailing earnings ratio (PER) was 17, suggesting that a
combination of PER expansion closer to the medical device
industry average and continued increases in EPS performance
could again provide excellent shareholder returns in 2004.
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UTAH MEDICAL PRObUCTS, INC.

Notes to Consolidated Financial Statements
December 1, 2003, 2002 and 2001

Note 1. Summary of Significant Accounting Policies

Organization — Utahi Medical Products, Inc. and its wholly
owned subsidiaries; principally Utah Medical Products Ltd.,
which operates a manufacturing facility in Ireland, and
Columbia Medical, I“nc‘ (the Company) are in the business of
producing specialized devices for the healthcare industry.
The Company’s broad range of products includes those used
in critical care areasi and the labor and delivery departments
of hospitals, as well|as outpatient clinics and physician's
offices. Products are sold in both domestic U.S. and interna-
tional markets.

Use of Estimates in the Preparation of Financial Statements -
The preparation of financial statements in conformity with
accounting principlés generally accepted in the United States
of America requires 1management to make estimates and
assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities
at the date of the financial statements and the reported
amounts of revenueé and expenses during the reporting
period. Although acjtual results could differ from those esti-
mates, management believes it has considered and disclosed
all relevant informaﬁion in making its estimates that affect
reported performance and current values.

Principles of Consolidation - The consolidated financial
statements include those of the Company and its subsidiaries.
All intercompany accounts and transactions have been
eliminated in consoiidation.

Cash and Cash Eqmiv%nﬂems - For purposes of the consolidated
statement of cash flows, the Company considers cash on
deposit and short-term investments with original maturities
of three months or lejess to be cash and cash equivalents.

Investments ~ The Company classifies its investments as
“available for sale.” Securities classified as “available for sale”
are carried in the financial statements at fair value. Realized
gains and losses, determined using the specific identification
method, are includeﬂ in operations; unrealized holding

gains and losses arereported as a separate component of
accumulated other éomprehensive income. Declines in fair
value below cost thaft are other than temporary are included
in operations.

Concentration of Credit Risk - The primary concentration of
credit risk consists of trade receivables. In the normal course of
business, the Company provides credit terms to its customers.
Accordingly, the Company performs ongoing credit evaluations
of its customers and|maintains allowances for possible losses
which, when realized, have been within the range of manage-
ment's expectations}as reflected by its reserves.

The Company's customer base consists primarily of hospitals,
medical product distributors, physician practices and

others directly related to healthcare providers. Although the
Company is affected by the well-being of the global health-
care industry, management does not believe significant trade
receivable credit risk exists at December 31, 2003.

The Company maintains its cash in bank deposit accounts,
which at times, may exceed federally insured limits in
addition to Fidelity Investments accounts. The Company has
not experienced any losses in such accounts and believes

it is not exposed to a significant credit risk on cash and cash
equivalent balances.

Invemtories — Finished products, work-in-process, and raw
materials and supplies inventories are stated at the lower
of cost (computed on a first-in, first-out method) or market
(see Note 2).

Property and Equipment - Property and equipment are
stated at cost. Depreciation and amortization are computed
using the straight-line and units-of-production methods over
estimated useful lives as foliows:

Building and improvements 30-40Q years
Furniture, equipment, and tooling 3-10 years

Long-Lived Assets ~ The Company evaluates its long-lived
assets in accordance with SFAS No. 144, “Accounting for the
Impairment of Long-Lived Assets.” Long-lived assets held
and used by the Company are reviewed for impairment
whenever events or changes in circumstances indicate that
their net book value may not be recoverable. When such
factors and circumstances exist, the Company compares the
projected undiscounted future cash flows associated with
the related asset or group of assets over their estimated
useful lives against their respective carrying amounts.
Impairment, if any, is based on the excess of the carrying
amount over the fair value of those assets and is recorded
in the period in which the determination was made.

Intangible Assets - Costs associated with the acquisition of
patents, trademarks, license rights, and non-compete agree-
ments are capitalized and are being amortized using the
straight-line method over periods ranging from 5 to 17 years.
On January 1, 2002, the Company adopted SFAS No. 142,
“Goodwill and Other Intangible Assets.” SFAS No. 142
changes the accounting for goodwill and intangible assets
with indefinite lives from an amortization method to an
impairment approach. Other intangible assets will continue to
be amortized over their estimated useful lives. Amortization

of goodwill which relates to the Company's 1997 and 1998
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UTAH MEDICAL PRODUCTS, INC.

Notes to Consolidated Financial Statements, continued

acquisitions ceased on January 1, 2002. Goodwill amortization
expense in 2001 was (in thousands) $569.

The Company has completed its annual impairment test
of goodwill required by SFAS No. 142 and no impairment
was indicated.

Loans to Relaled Parties — Except as further disclosed in these
notes, the Company has not made loans to related entities
including employees, directors, shareholders, suppliers or
customers, nor does it guarantee the debt of related entities.

Revenue Recognilion - Revenue from product sales is
generally recognized at the time the product is shipped

and invoiced and collectibility is reasonably assured. The
Company also provides for the estimated cost that may be
incurred for product warranties and unforeseen uncollectible
accounts. The Company believes that revenue should be
recognized at the time of shipment as title generally passes to
the customer at the time of shipment. This policy meets the
criteria of Staff Accounting Bulletin 101 in that there is persuasive
evidence of an existing contract or arrangement, delivery

has occurred, the price is fixed and determinable and the
collectibility is reasonably assured.

Income Taxes ~ The Company accounts for income taxes under
SFAS No. 109, “Accounting for Income Taxes,” whereby deferred
taxes are computed under the asset and liability method.

Legal Costs - The Company has been and continues to be
involved in lawsuits, which are an expected and at times
unexpected consequence of its operations, and in the ordi-
nary course of business. The Company maintains a reserve
for legal costs consistent with its previous experience and
anticipated costs. The reserve for legal costs at December 31,
2003 and 2002 was (in thousands) $1,050 and $125, respec-
tively (see Note 2).

Earnings per Share — The computation of basic earnings per
common share is based on the weighted average number of
shares outstanding during each year.

The computation of earnings per common share assuming
dilution is based on the weighted average number of shares
outstanding during the year plus the weighted average com-
mon stock equivalents which would arise from the exercise
of stock options outstanding using the treasury stock method
and the average market price per share during the year.

The shares (in thousands) used in the computation of
the Company's basic and diluted earnings per share are
reconciled as follows:

2003 2002 2001

Weighted average

number of shares

outstanding—basic 4,526 4,913 5,019
Dilutive effect of

stock options 359 350 191

Weighted average
number of shares
outstanding,
assuming dilution 4,885 5,263 5,210

Stock-Based Compensation — At December 31, 2003, the
Company has stock-based employee compensation plans,
which are described more fully in Note 8. The Company
accounts for those plans under the recognition and measure-
ment principles of APB Opinion 25, “Accounting for Stock
Issued to Employees,” and related Interpretations, and has
adopted the disclosure-only provisions of SFAS 123,
“Accounting for Stock-Based Compensation.” Accordingly,
no compensation cost has been recognized in the financial
statements, as all options granted under those plans had
an exercise price equal to or greater than the market value
of the underlying common stock on the date of grant. Had
compensation cost for the Company's stock option plans
been determined based on the fair value at the grant date
for awards starting in 1995 consistent with the provisions of
SFAS 123, the Company's net earnings and earnings per
share would have been reduced to the pro forma amounts
indicated below (in thousands, except per share amounts):

Years ended December 31,

2003 2002 2001

Net income as reported $ 20,761 § 7,165 $§ 5,934

Deduct:

Total stock-based
employee compen-
sation expense
determined under fair
value based method
for all awards, net of
related tax effects (178) (175) {248}

$ 20,583 S 6990 $ 5,686

Net income pro forma

Earnings per share:

Basic—as reported S 459 $ 146 S 118
Basic—pro forma $ 455 $ 142 S 113
Diluted—as reported § 425 $ 136 $ 114
Diluted—pro forma S 421 $ 133 $ 1.09
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Notes to Consoiidaﬁed Financial Statements, continued

Translation of Foreign Currencies ~ Assets and liabilities

of the Company’s foreign subsidiary are translated into

U.S. dollars at the abplicable exchange rates at year-end.
Net gains or losses r;esulting from the translation of the
Company's assets arild liabilities are reflected as a separate
component of stockholders’ equity. A negative translation
impact on stockholders’ equity reflects a current relative
U.S. dollar value higher than at the point in time that assets
were actually acquired in a foreign currency. A positive
translation impact wjould result from a U.S. dollar weaker in
value than at the pojint in time foreign assets were acquired.

I
Income and expensé items are translated at the weighted
average rate of exchange {based on when transactions
actually occurred) during the year.

I

Note 2. Detail of C}ertain Balance Sheet Accounts

December 31,
2003 2002
Account receivable (in thousands):
Receivables | S 3,373 $§ 3,252
Accrued interest Qnd other 27 8
. Less allowance for
doubtful accounts (74) (167)

S 3326 § 3,093

Inventories {in thousands):

Finished products $ 1495 S 1,236
Work-in-process ' 631 907
Raw materials 1,142 1,335

$ 3268 S 3,478

Other assets (in thousands):

Goodwill j $ 8533 $ 8533
Patents f 2,015 1,893
License rights 293 293
Trademarks ‘ 224 224
Non-compete agreements 175 175

i 11,240 11,118
Accumulated amoitization (4,453) (4,378)

S 6,787 $ 6,740

Accrued expenses (in thousands):

Income taxes payaLble S 9,270 $ —
Payroll and payroll taxes -1,479 1,019
Reserve for litigation costs 1,050 125

Other ‘ 330 544
$ 12,129 S 1,688

The following table reflects a comparison of net income
and net income per share for each of the three years ended
December 31, adjusted to give effect to the adoption of
SFAS 142 (in thousands, except per share amounts):

2003 2002 2001

Reported net income $ 20,761 $§ 7,165 S 5,934
Add-back goodwill

amortization,

net of taxes — _ 484
Adjusted net income $ 20,761 S 7,165 S 6,418
Reported earnings

per share—basic $ 459 $ 146 S 118
Add-back goodwill

amortization - — 10
Adjusted earnings

per share—basic S 459 § 146 $ 1.28
Reported earnings

per share—diluted S 425 S 136 $ 1.14
Add-back goodwill

amortization —_ —_ .09
Adjusted net income

per share—diluted $ 425 $ 136 $ 1.23

During the years ended December 31, 2003 and 2002,
the carrying amount of goodwill remained unchanged at
(in thousands) $8,533

Note 3. Investments

The Company’s investments, classified as available-for-sale
consist of the following (in thousands):

December 31,

2003 2002
Investments, at cost $ 691 s —
Unrealized holding gain 31 —
Investments, at fair value S 722 S —

Changes in the unrealized holding gain on investment
securities available-for-sale and reported as a separate
component of accumulated other comprehensive income
are as follows (in thousands):
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Notes to Consolidated Financial Statements, continued

December 31,
2003 2002
Balance, beginning of year S — S —
Unrealized holding gain 31 —
Deferred income taxes on
unrealized holding gain (12) —
Balance, end of year $ 19 S —

Note 4. Property and Equipment

Property and equipment consists of the following
(in thousands):

2003 2002
Land $ 1,052 § 980
Buildings and improvements 8,738 7.816
Furniture, equipment, and tooling 13,966 14,113
Construction-in-progress 111 190

23,867 23,099

Accumulated depreciation
and amortization (14,862) {14,209)

$ 9,005 $ 8890

Included in the Company's consolidated balance sheet are
the assets of its manufacturing facilities in Utah, Oregon and
Ireland. Property and equipment, by location are as follows
{in thousands):

December 31, 2003

Utah Oregon Ireland Total
Land S 621 $ — $ 431 § 1,052
Building and
improvements 4,082 32 4,624 8,738
Furniture,
equipment,
and tooling 11,901 1,245 820 13,966

Construction-
in-progress
Total 16,715 1,277 5,875 23,867

Accumulated
depreciation

111 — — 111

and

amortization (12,221)  (1,267)  (1,374) (14,862)
Property and

equipment,

net S 4,494 $ 10 $ 4501 $§ 9,005

December 31, 2002

Utah Oregon ireland Total

Land $ 621 S — § 359 S 980
Building and

improvements 3,931 32 3,853 7,816
Furniture,

equipment,

and tooling 12,111 1,244 758 14,113
Construction-

in-progress 190 —_ — 190
Total 16,853 1,276 4,970 23,099
Accumulated

depreciation

and

amortization (11,862) (1,256} (1,091} (14,209)
Property and

equipment,

net S 4991 $ 208 3,879 $ 8,890

Note 5. Note Payable

The Company has an unsecured bank line-of-credit agreement,
which allows the Company to borrow up to a fixed maximum
amount {in thousands) of $15,000 at an interest rate equal

to either the bank’s LIBOR rate plus 1.25%, the bank’s prime
rate less 1.00%, or a daily rate based on LIBOR plus 1.35%.
The line-of-credit-balance matures on May 31, 2005 and has
an outstanding balance of (in thousands) $0 and $4,956 at
December 31, 2003 and 2002, respectively. The principal
financial loan covenants are a restriction on the total amount
available for borrowing to 1.25 times the last twelve months’
EBITDA, which as of December 31, 2003 and 2002 was equal
to (in thousands) $43,506 and $15,255, respectively, and a
requirement to maintain a net worth in excess of $10 million,
which at the end of 2003 and 2002 was (in thousands) $36,532
and $15,722, respectively.

Note 6. Commitments and Contingencies

Operating Leases ~ The Company has a lease agreement for
land adjoining the Company’s Utah facility for a term of forty
years commencing on September 1, 1991. On September 1,
2001 and subsequent to each fifth lease year, the basic rental
was and will be adjusted for published changes in a price
index. The Company also leases its CMI building in Oregon
under a short-term noncancelable operating lease. Rent
expense charged to operations under these operating lease
agreements was approximately (in thousands) $105, $104,
and $101 for the years ended December 31, 2003, 2002 and
2001, respectively.
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Notes to Consolidated Financial Statements, continued

4

Future minimum leasje payments under its lease obligations
as of December 31, 2003 were as follows {in thousands):

Years ending December 3: Amount
2004 : s 66
2005 f 37
2006 ; 37
2007 ‘ 37
2008 i 37
Thereafter ; 851

Total future minimum lease payments $ 1,065

Product Liability = The Company is self-insured for product
liability risk. “Product liability” is an insurance industry term
for the cost of legal defense and possible eventual damages
awarded as a result of use of a company’s product during a
procedure that results in an injury of a patient. The Company
maintains a reserve for product liability litigation and
damages consistent %avith its previous long-term experience.
Actual product liability litigation costs and damages during
the last three reporting years have been immaterial which is
consistent with the dompany's overall histery.

The Company absorbs the costs of clinical training, trouble-
shooting and produc}f warranties in its on-going operating
expenses. :

Litigation — The Company has been involved in lawsuits,
which are an expected consequence of its operations, and in
the ordinary course é)f business. The Company believes that
pending litigation will not have a material adverse effect on
its financial conditiop or results of operations.

Irish Develepment Agency — In order to satisfy requirements
of the Irish Development Agency in assisting the start-up of
its Ireland subsidiar}}, the Company agreed to invest certain
amounts and maintain a certain capital structure in its
Ireland subsidiary. "ﬁhe effect of these financial relationships
and commitments are reflected in the consolidated financial
statements and do not represent any significant credit risk
that would affect futire liquidity.

Note 7. Income Taxes

Deferred tax assets (liabilities) consist of the following
temporary differences (in thousands):

December 31

2003 2002

Current Long-term Current Long-term

Inventory write-downs

and differences

due to UNICAP $ 169 § — $ 178 & —
Allowance for

doubtful accounts 29 —_ 57 —
Accrued liabilities

and reserves 523 12 164 —
Other — 22 —_ —
Depreciation and

amortization — 164 — 162
Earnings from

subsidiary — (863) — (552)

Deferred income
taxes, net S 721 S (665) S 399 S (390)

The components of income tax expense are as follows
(in thousands):

Years ended December 31,

2003 2002 2001
Current $ 3,888 $ 3,715 S 3,520
Deferred (47) 116 26
Total S 3,841 S 3,831 S 3,546

Income tax expense differed from amounts computed by
applying the statutory federal rate to pretax income as follows
(in thousands):

Years ended December 31,

2003 2002 2001
Federal income tax
expense at the
statutory rate $ 3,716 $ 3,738 § 3,062
State income taxes 559 482 474
ETI, foreign sales
corporation, and
tax credits {68) (182) (60)
Other (366) (207) 70
Total S 3,841 $ 3,831 S 3,546

MNote 8. Options

The Company has stock option plans, which authorize the
grant of stock options to eligible employees, directors, and
other individuals to purchase up to an aggregate of 2,200,000
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Notes to Consolidated Financial Statements, continued

shares of common stock, of which 759,101 are outstanding

as of December 31, 2003. All options granted under the plans
are granted at current market value at date of grant, and may
be exercised between six months and ten years following

the date of grant. The plans are intended to advance the
interest of the Company by attracting and ensuring retention
of competent directors, employees, and executive personnel,
and to provide incentives to those individuals to devote their
utmost efforts to the advancement of the Company. Changes
in stock options were as follows:

Price Range

Shares Per Share

2003
Granted 82,200 $ 1771 — § 24.02
Expired or canceled 12,562 6.75 — 17.71
Exercised 298,852 6.50 — 15.01
Total outstanding

at December 31 759,101 6.50 — 24.02
Total exercisable

at December 31 625,859 6.50 — 14.60
2002
Granted 74,100 S 1460 — $ 15.01
Expired or canceled 31,574 6.50 — 15.01
Exercised 137,089 6.50 — 14.25
Total outstanding

at December 31 988,315 650 — 15.01
Total exercisable

at December 31 870,414 6.50 — 14.25
2001
Granted 81,400 $9.13 — $ 1200
Expired or canceled 28,855 6.50 — 14.25
Exercised 44,500 6.50 — 11.50
Total outstanding

at December 31 1,082,878 650 — 1425
Total exercisable

at December 31 912,185 6.50 — 14.25

For the years ended December 31, 2003, 2002 and 2001, the
Company reduced current income taxes payable and increased
additional paid-in capital by (in thousands) $1,109, $354

and $60, respectively, for the income tax benefit attributable
to sale by optionees of common stock received upon the
exercise of stock options.

Stock-Based Compensalien ~ The Company has adopted the
disclosure-only provisions of Statement of Financial Account-
ing Standards (SFAS) No. 123, “Accounting for Stock-Based
Compensation,” as described in Note 1.

The fair value of each option grant is estimated on the date
of grant using the Black-Scholes option pricing model with the
following assumptions:

Years ended December 31,

2003 2002 2001
Expected dividend yield — — —
Expected stock price

volatility 40.5% 41.7% 44.6%
Risk-free interest rate
(weighted average) 3.5% 4.3% 4.9%

Expected life of options 5.9 years 5.2 years 5.0 years

The per-share weighted average fair value of options
granted during 2003, 2002 and 2001 is $8.89, $6.52, and $4.27,
respectively.

The following table summarizes information about stock
options outstanding at December 31, 2003:

Options Options
Outstanding Exercisable

Weighted
Average

Remaining ~ Weighted Weighted

Range Contractual ~ Average Average

of Exercise Number Life Exercise Number Exercise

Prices Outstanding  (Years) Price Exercisable Price

$ 650 - 7.75 307,634 470 $ 6.84 304,870 $ 6.84
9.125-24.02 451,467 4.71 13.68 320,989 12.20

$ 650 -24.02 759,101 4.70 $ 10.91 625,859 $ 9.59

Note 9. Geographic Sales Information

The Company had sales in the following geographic areas
{(in thousands):

Year United States Europe Other
2003 $ 21,266 $ 3,376 $ 2,495
2002 $ 21,626 S 3,337 $ 2,398
2001 $ 21,752 $ 3,012 $ 2,190

Note 10. Product Sale and Purchase Commitments

The Company has license agreements for the rights to
develop and market certain products or technologies

owned by unrelated parties. The confidential terms of such
agreements are unique and varied, depending on many
factors relating to the value and stage of development of the
technology licensed. Royalties on future product sales are a
normal component of such agreements and are included in
the Company's cost of goods sold on an ongoing basis.
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Notes to Consolidated Financial Statements, continued

The Company has in}the past received and continues to
receive royalties as a% result of license agreements with
unrelated companies that allow exclusive or nonexclusive
rights to the Companﬁy's technology.

Note 11. Employee Benefit Plan

The Company has a ¢ontributory 401(k} savings plan for
employees, who are at least 21 years of age, work 30 hours or
more each week, and have a minimum of one year of service
with the Company. The Company’s contribution is determined
annually by the board of directors. Company contributions
were approximately (in thousands) $95, $94 and $85 for the
years ended December 31, 2003, 2002 and 2001, respectively.

Note 12. Fair Value Financial Instruments

None of the Company'’s financial instruments, which are current
assets and liabilities that could be readily traded, are held for
trading purposes. The Company estimates that the fair value
of all financial instrurjnents at December 31, 2003, does not
differ materially from the aggregate carrying value of its finan-
cial instruments recarded in the accompanying consolidated
balance sheet.

Note 13. Extraordinary item

In December 2003, tli'le Company recognized extraordinary
non-operating incoﬁe of (in thousands) $24,884 including
damages and interest resulting from the 2002 District
Federal Court iudgmient relating to the Company’s patent
infringement litigation against Tyco/Kendall-LTP, which was
upheld by appellate}court decision. After subtraction of
additional expenses|of (in thousands) $2,208 and income
taxes of (in thousands) $9,250, the extraordinary income adds
{in thousands) $13,426 to 2003 net income.

The actual payment %rom Tyco, which was received on
January 20, 2004, incﬂuded an additional approximately (in
thousands) $6,000 in\saugmented damages and interest
which will be recognized as an extraordinary gain in the first
quarter 2004.

Note 14. Recent Accounting Pronouncements

In May 2003, the FAS?B issued SFAS 150, “Accounting for
Certain Financial Instruments with Characteristics of both
Liabilities and Equitil.” This new statement changes the
accounting for certair;\ financial instruments that, under
previous guidance, issuers could account for as equity or
classifications between liabilities and equity in a section
that has been knownf as “mezzanine capital.” It requires

that those certain instruments be classified as liabilities in
balance sheets. Mosi of the guidance in SFAS 150 is effective
for all financial instrdments entered into or modified after

May 31, 2003. The adoption of SFAS 150 did not have any
impact on the Company’s consolidated financial statements.

In April 2003, the FASB issued SFAS 149, “Amendment

of Statement 133 on Derivative Instruments and Hedging
Activities.” SFAS 149 amends and clarifies financial account-
ing and reporting for derivative instruments, including
certain derivative instruments embedded in other contracts
(collectively referred to as derivatives) and for hedging activi-
ties under SFAS 133, “Accounting for Derivative Instruments
and Hedging Activities.” This Statement is effective for
contracts entered into or modified after June 30, 2003, with
certain exceptions, and for hedging relationships designated
after June 30, 2003, with certain exceptions. The adoption of
SFAS 149 did not have any effect on the Company’s consoli-
dated financial statements.

In January 2003, the FASB issued Interpretation 46, “Consoli-
dation of Variable Interest Entities” (FIN 46), which addresses
consolidation by business enterprises of variable interest
entities. FIN 46 clarifies the application of Accounting
Research Bulletin No. 51, “Consolidated Financial Statements,
to certain entities in which equity investors do not have the

"

characteristics of a controlling financial interest or do not have
sufficient equity at risk for the entity to finance its activities
without additional subordinated financial support from other
parties. FIN 46 applies immediately to variable interest
entities created after January 31, 2003, and to variable interest
entities in which an enterprise obtains an interest after that
date. It applies in the first fiscal year or interim period begin-
ning after June 15, 2003, to variable interest entities in which
an enterprise holds a variable interest that it acquired before
February 1, 2003. The Company has not identified and does
not expect to identify any variable interest entities that must
be consolidated.

In December 2002, the Financial Accounting Standards
Board issued SFAS 148 “Accounting for Stock-Based
Compensation—Transition and Disclosure—an amendment
of FASB Statement 123,” which is effective for all fiscal

years ending after December 15, 2002. SFAS 148 provides
alternative methods of transition for a voluntary change to
fair value based method of accounting for stock-based
employee compensation under SFAS 123 from intrinsic
value based method of accounting prescribed by Accounting
Principles Board Opinion 25. SFAS 148 also changes the
disclosure requirement of SFAS 123, requiring a more
prominent disclosure of the pro-forma effect of the fair value
based method of accounting for stock-based compensation.
The adoption of SFAS 148 by the Company did not have any
impact on the Company’s consolidated financial statements
and is not expected to have any impact on future operations.
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Forward-looking Information

This report contains certain forward-looking statements and information relating to the
Company that are based on the beliefs of management as well as assumptions made by
and information currently available to management. When used in this document, the

”oa

words “anticipate,” “believe,” “project,” “estimate,” “expect,” “intend” and similar
expressions, as they relate to the Company or its management, are intended to identify
forward-looking statements. Such statements reflect the current view of the Company
respecting future events and are subject to certain risks, uncertainties, and assumptions,
including the risks and uncertainties noted below and throughout this document.
Although the Company has attempted to identify important factors that could cause

the actual results to differ materially, there may be other factors that cause the forward
statement not to come true as anticipated, believed, projected, expected, or intended.
Should one or more of these risks or uncertainties materialize, or should underlying
assumptions prove incorrect, actual results may differ materially from those described

herein as anticipated, believed, projected, estimated, expected, or intended.

General risk factors that may impact the Company’s revenues include the market
acceptance of competitive products, obsolescence caused by new technologies, the
possible introduction by competitors of new products that claim to have many of

the advantages of UTMD's products at lower prices, the timing and market acceptance

of UTMD's own new product introductions, UTMD's ability to efficiently manufacture its
products, including the reliability of suppliers, success in gaining access to important
global distribution channels, marketing success of UTMD's distribution and sales partners,
budgetary constraints, the timing of regulatory approvals for newly introduced products,
third party reimbursement, access to U.S. hospital customers, as that access continues to
be constrained by group purchasing decisions, and other factors set forth in the Company's
Securities and Exchange Commission filings, including UTMD's 10-K for the year ended
December 31, 2003.

Risk factors, in addition to the risks outlined in the previous paragraph that may impact
the Company's assets and liabilities, as well as cash flows, include risks inherent to
companies manufacturing products used in healthcare including claims resulting from
the improper use of devices and other product liability claims, defense of the Company's
intellectual property, productive use of assets in generating revenues, management of
working capital including inventory levels required to meet delivery commitments at a

minimum cost, and timely collection of accounts receivable.

Additional risk factors that may affect non-operating income include the continuing
viability of the Company's technology license agreements, actual cash and investment

balances, asset dispositions, and acquisition activities that may require external funding.
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independent Auditors’ Report

To the Board of Directors and Stockholders
of Utah Medical Products, Inc.

We have audited the accompanying consolidated balance sheet of Utah Medical Products,
Inc. as of December 31, 2003 and the related consolidated statements of income and
comprehensive income, stockholders’ equity, and cash flows for the year then ended. These
consolidated financial statements are the responsibility of the Company’s management.
Our responsibility is to express an opinion on these consolidated financial statements
based on our audit. The consolidated balance sheet of Utah Medical Products, Inc. as of
December 31, 2002 and the related consolidated statements of income and comprehensive
income, stockholders’ equity and cash flows for the years ended December 31, 2002 and
2001, were audited by other auditors whose report dated January 21, 2003, expressed an

unqualified opinion on those statements.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides

a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects, the financial position of Utah Medical Products, Inc. as of December 31,
2003 and the results of its operations and its cash flows for the year then ended in conformity

with accounting principles generally accepted in the United States of America.

ﬂm@'ﬁawém/,? .

JONES SIMKINS, P.C.
LOGAN, UTAH
JANUARY 20, 2004
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