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It started in the basement...

Harvard® Bioscience was founded in 1901.
Frustrated by the poor quality of equipment
then available, Dr. William T. Porter began
manufacturing his own high quality
physiology teaching equipment in the
basement of the Harvard Medical School.
Dr. Porter went on to found the American
Journal of Physiology and became one of
the leading physiologists of his day.
His equipment gained an enviable
reputation for quality and reliability and
began to be known simply as the Harvard
Apparatus. The name stuck. In the early
1980's the company started using the name
Harvard Bioscience and in 2000 we officially
changed the name of the company to
Harvard Bioscience, Inc. In 1996 the
current management team took over the
company and expanded the product offering
and improved growth and profitability. We
completed our initial public offering in
December 2000.

Both we and physiology have come a long
way in 100 years. Today we are a leading
worldwide supplier of scientific instruments
used in drug discovery applications. Our
products are used across a broad spectrum
of both well established and cutting edge
applications and are used by the world’s top
pharmaceutical and biotech companies.

(1) Harvard is a registered trademark of Harvard University. The
marks Harvard Apparatus and Harvard Bioscience are being used
pursuant to a license agreement between Harvard University and
Harvard Bioscience, Inc.

(2) See Selected Financial Data on Page 9 of this Annual Report for
comparable GAAP financial measures and a reconciliation of pro
forma to GAAP presentation.
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DEAR FELLOW SHAREHOLDERS::

TwoThousandTwo wasa good year for Harvard Bioscience. Despite the difficult economic environment, we grew
revenues 40% and pro forma earnings per share 18%™". Over the last five years our revenues have grown at a compound rate
of 38% per year and our pro forma earnings per share have grown at a compound rate of 23%" per year. For 2003 our guid-
ance is for revenue growth of approximately 40% and pro forma earnings per share growth of approximately 30%?. The
expected increase in the growth rate of our pro forma earnings per share in 2003 versus 2002 is largely attributable to start-
ing to see the benefits of investments we have made over the last few years.

Even though the softness in the drug discovery market slowed the growth of some of our more mature product lines, the
introduction of new products, the expansion of distribution channels for existing products, and the extension of the product
line through strategic acquisitions enabled us to continue our growth. Products we introduced in 2002 included new microtitre
plate-readers, a new version of our COPAS technology that enables high-throughput screening of drugs on beads and a new
version of our Inspira ventilator. We expanded the distribution channel for our Hugo Sachs isolated organ systems — which are
manufactured in Germany - and the Biochrom Amino Acid Analysis System — which is manufactured in the UK - by adding
sales and marketing support in the USA. We expanded the distribution channel for our plate-readers - previously sold primarily
by our Asys Hitech subsidiary - by developing new products specifically for Amersham Biosciences, our largest
distributor. With the acquisition of Genomic Solutions in October 2002 — and the subsequent addition of the GeneMachines business
in March 2003 - we significantly expanded our products for genomics, proteomics and high-throughput screening. These
acquisitions also added a major new distribution channel - a field sales force - to our existing catalog and distributor channels.
Both Genomic Solutions and GeneMachines fit our strategy of having well-recognized brand names with strong product
offerings focused on growth areas within the drug discovery market. Both of these businesses were restructured prior to them
being acquired by us. Going forward, we expect Genomic Solutions and GeneMachines to contribute positively to our growth
and profit.

We believe our success in 2002 once again validates the strength of our three-part growth strategy of innovation, acquisition
and partnership. We expect to be able to continue this strategy well into the future.

On behalf of all 386 dedicated employees at Harvard Bioscience we thank you for your support. We look forward to an
exciting and profitable future.

Sincerely,

Chane Graziano
Chief Executive Officer

David Green
President

(1) See Selected Financial Data on Page 9 of this Annual Report for GAAP earnings per share data. Due to a net loss position in prior years, a comparable GAAP
earnings per share growth rate cannot be calculated.

(2) A comparable GAAP earnings per share growth rate is not accessible as we made two acquisitions in the first quarter of 2003, for which the purchase price
allocation has not yet been finalized. Therefore, we are currently unable to predict the impact of the associated acquisition related expenses on estimated 2003
GAAP earnings per share. Such acquisition related expenses may include, but are not limited to, in-process research and development expense, restructuring and
severance related expense and fair value adjustments which may significantly impact GAAP earnings per share. Additionally, we are currently unable to predict,
any additional expense related to amortization of intangibles that may result from these acqusitions. Forward looking statements regarding pro forma earnings per
share currently exclude, from pro forma net income (loss), stock compensation expense and amortization of intangibles. Other items that have been excluded from
pro forma net income (loss) in prior periods include in-process research and development expense, restructuring and severance related expense and fair value
adjustments. As these items are largely acquisition related, they may occur in 2003, however, we are unable to predict these expenses at this time.

O N E



GLOSSARY OF TERMS: :

COMPOUND LIBRARY

A collection of molecules that resemble common drug molecules. Most pharmaceutical companies maintain libraries
of over one million compounds. The compounds in these libraries are the starting points for discovering new drugs. Most
compound libraries are maintained in microtitre plates — 3” by 5” plastic plates that usually contain 96 wells. Each well
is effectively the high-throughput equivalent of a test-tube.

COMBINATORIAL CHEMISTRY

A process of using robots to automate the production of very large libraries of chemically diverse compounds by
sequentially combining small building block chemicals to create larger drug-like molecules. Most compound libraries
contain substantial numbers of compounds manufactured by combinatorial chemistry.

GENOMICS
The study of all the genes in a particular organism, from plants to humans. A gene is a piece of DNA that produces a
specific protein. Only a small portion of the DNA produces proteins.

PROTEOMICS
The study of all the proteins in a particular organism, from plants to humans. The proteins are produced
according to the specific recipe coded in the DNA of the gene.

TARGET IDENTIFICATION

Identification of a molecule in the human body that is involved in a disease. Targets are almost always proteins. Target
identification has been made much easier by the sequencing of the human genome (and that of other organisms) and the
advent of microarrays. Microarrays are small flat pieces of glass or silicon that contain hundreds or thousands of genes
arrayed as tiny spots. As a result of these innovations, target identification is no longer a bottleneck in drug discovery.

TARGET VALIDATION

Validating a target means showing that increasing or decreasing its activity has a beneficial impact on the disease. This
is far harder than simply identifying a target. Validation may involve studying the genetics of large populations of
humans with known diseases or the use of knock-out animals or transgenic animals. In knock-out animals (those animals
that have had a gene related to the target “knocked out” or made inactive) the test is to see if the effect of the knock-out
can be reversed. In transgenic animals (those animals that have an extra gene related to the target “knocked in” or made
active) the test is to see if the effect of the knock-in can be reversed. Microarrays are widely used in target validation.

ASSAY DEVELOPMENT

Once a target is validated, an assay, or test, is devised that can show if a compound from a library can bind (i.e.,
chemically attach itself) to the target. Developing an assay is often a difficult process as the compound is
typically only 1% of the size of the target protein.

HIGH-THROUGHPUT SCREENING (HTS)

The use of an assay, usually using a robot and a microtitre plate reader, that typically enables 10,000 or
sometimes up to 100,000 assays to be run per day. Historically, such assays have been fast, but have provided only a
single data-point on the interaction of the compound with the target. If an interaction is found, the
compound is called a “hit”.

HIGH-CONTENT SCREENING (HCS)

The use of an assay where multiple data-points are measured simultaneously. These assays are commonly
run on cells or model organisms (see below) and often involve imaging (i.e., taking a photograph) of the cell or organism
with key features of the cell or organism made visible with the use of fluorescent labels. HCS is necessarily slower than
HTS but the data collected is more biologically relevant.

LEAD OPTIMIZATION

“Hits” from high-throughput or high-content screening are only a starting point in creating a safe and effective drug.
Generally, hits are low in efficacy and often toxic. Experienced medicinal chemists apply successive rounds of chemical
modifications to the hits to improve the efficacy and reduce the toxicity. Optimized compounds are called “leads”.

ADMET — Absorption, Distribution, Metabolism, Elimination and Toxicology

Leads are subject to analysis of their ADMET properties. ADME describes what the human body does to a drug taken
orally, (i.e. in pill form rather than injected directly into the bloodstream). The drug is absorbed into the bloodstream
across the wall of the gut. It is distributed by the bloodstream to the different tissues in the body such as the heart and
the brain. It is metabolized by the liver to make it easier for the kidneys to eliminate the drug from the blood. T stands
for toxicology which is the science of determining the adverse impact of the drug on the body. ADMET testing has
traditionally been performed primarily in laboratory rats and mice.

MODEL ORGANISM

Any organism (from yeast to worms to monkeys) that enables scientists to model human diseases. The most common
model organisms are yeast, fruit flies, nematode worms, zebrafish, mice and rats. However, the term model organism
is most frequently used to describe fruit flies, nematodes and zebrafish.



MISSION: :

Profitably accelerate drug discovery

Harvard Bioscience is a global developer, manufacturer and marketer of a broad range of specialized
products, primarily scientific instruments, used to accelerate drug discovery research at pharmaceutical and
biotechnology companies, universities and government laboratories worldwide. We sell our products to thousands
of researchers in over 100 countries through our direct sales force, our 1,000 page catalog (and various other
specialty catalogs), and through distributors, including Amersham Biosciences, PerkinElmer and Bruker
Daltonics. We have sales and manufacturing operations in the United States, the United Kingdom, Germany,
Austria and Belgium with additional sales subsidiaries in Japan, France and Canada.

Our mission is to profitably accelerate drug discovery.
Our goals are to become a major player in the tools for drug discovery industry and to increase shareholder value.

Our strategy is to have a broad range of specialized products in strong positions in niche markets aimed at

alleviating today’s bottlenecks in drug discovery.

® We believe that having a broad product line reduces the risk of being dependent on a single technology

® We believe that by having specialized products in niche markets we reduce the likelihood of head-to-head
competition with the major scientific instrument companies

® We believe that addressing today’s bottlenecks gives us the opportunity for higher growth rates and
higher margins. The bottlenecks we currently address are target validation, assay development and
ADMET screening.

In the last decade novel scientific instrumentation has enabled many breakthroughs in drug discovery:

BREAKTHROUGH IMPACT
Gene sequencer >>>>>>>>>>>>>>>>>>>>>>>>>>>>> dentified many new pharmaceutical targets
Robotic pipettor >>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>provided many new drug-like compounds

Plate-readers >>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>>> enabled high-throughput screening

Despite these breakthroughs, the drug discovery process remains lengthy, expensive and bottlenecked. Boston
Consulting Group has reported that the average drug takes 15 years and costs $880 million to bring to
market. The success of these early breakthroughs has driven the bottlenecks downstream. Today the key

bottlenecks are illustrated in red below:
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cut the cost and time needed to bring new medicines to market.
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GROWTH STRATEGY : :

Over the last five years our revenues have grown at a compound rate of 38% per year and our pro forma
earnings per share have grown at a compound rate of 23% per year. For 2003 our guidance is for revenue growth
of approximately 40% and pro forma earnings per share growth of 30%®. This growth is driven by the

implementation of our three-part growth strategy of innovation, acquisition and partnership.

INNOVATION
We create new products. We often do this in conjunction with pharmaceutical companies or academic researchers.
Products we introduced in 2002 included new microtitre plate-readers, a new version of our COPAS technology that

enables high-throughput screening of drugs on beads and a new version of our Inspira ventilator.

ACQUISITION
We buy businesses that we believe either strengthen our base business or have the potential for major

breakthroughs in drug discovery research. In 2002 we acquired:

® Walden Precision Apparatus in England for its line of low-cost spectrophotometers. A spectrophotometer
analyzes light to detect DNA, RNA and proteins. These products strengthen our position in spectrophotometry
by expanding our product range and distribution channels. WPA has been consolidated into our Biochrom
facility in Cambridge, England.

® Genomic Solutions in the USA for its microarray automation, mass spectrometry automation and high-
throughput screening products. Several of these products have the potential to accelerate drug discovery
as they automate tasks that previously could only be done by hand. Genomic Solutions is a wholly-owned
subsidiary headquartered in Ann Arbor, Michigan.

During the first quarter of 2003, we acquired:

® BTX, a division of Genetronics Biomedical Corporation, for its line of electroporation products. These
products complement our existing business in cell biology sold under the Harvard Apparatus and Warner
Instrument brand names. BTX has been consolidated into our Holliston, Massachusetts facility.

® GeneMachines for its line of microarray sample preparation and automation products. One of these
products, the RevPrep Orbit - a centrifuge that can spin 96 samples at once - could considerably improve
productivity for drug discovery researchers. GeneMachines operates as a manufacturing site within our
Genomic Solutions subsidiary.

PARTNERSHIP
We leverage our technologies by collaborating with companies that have capabilities we do not. In 2002 we

partnered with:

® A major pharmaceutical company for the development of automated imaging systems

® Amersham Biosciences - one of the largest life-science companies - for the continued distribution of many
of our products for DNA, RNA and protein analysis

® PerkinElmer and Bruker Daltonics - both major life-science companies - for the distribution of specific
proteomics products

(1) See Selected Financial Data on Page 9 of this Annual Report for GAAP earnings per share data. Due to a net loss position in prior years, a comparable GAAP
earnings per share growth rate cannot be calculated.

(2) A comparable GAAP earnings per share growth rate is not accessible as we made two acquisitions in the first quarter of 2003, for which the purchase price allocation
has not yet been finalized. Therefore, we are currently unable to predict the impact of the associated acquisition related expenses on estimated 2003 GAAP earnings
per share. Such acquisition related expenses may include, but are not limited to, in-process research and development expense, restructuring and severance related
expense and fair value adjustments which may significantly impact GAAP earnings per share. Additionally, we are currently unable to predict, any additional
expense related to amortization of intangibles that may result from these acqusitions. Forward looking statements regarding pro forma earnings per share currently
exclude, from pro forma net income (loss), stock compensation expense and amortization of intangibles. Other items that have been excluded from pro forma net
income (loss)-in prior periods include in-process research and development expense, restructuring and severance related expense and fair value adjustments.

As these items are largely acquisition related, they may occur in 2003, however, we are unable to predict these expenses at this time.

F O U R



NEW TECHNOLOGY: ::

A potential breakthrough in drug discovery

Target validation is a key bottleneck in drug discovery today. To help validate targets researchers often look at
changes in both gene and protein expression. These changes can be seen by comparing either normal tissue to diseased

tissue or untreated tissue to tissue treated with a drug.

The GeneMachines™ product line from Genomic Solutions offers researchers instrumentation
to help validate targets at the genetic level. The product line includes instruments for
the automation of DNA sample isolation, preparation and synthesis; and microarray

production, processing and imaging. VWWe believe we are the only company to offer this

complete range of products for microarrays.
%

% sequencing, biomedical researchers have now turned their attention to the products of these

After all the excitement in recent years surrounding the breakthroughs in full genome

DNA segments - the wide array of proteins within an organism. It is through proteins that the

organism accomplishes all of the “heavy lifting” of life.

The Investigator ™ product line from Genomic Solutions offers researchers instrumentation to help validate targets at the
proteomic level. Designed around the core technique of mass spectrometry, but not wedded to

any one manufacturer of mass spectrometers, our Investigator products allow the researcher
to get more productivity out of their mass spectrometers. Mass spectrometers are very

expensive analytical instruments that are the instrument of choice for studying proteins.

Genomic Solutions’ flagship robotic system, the ProPrep™ Mass Spec Sample Prep Station

is leading the way in automating the crucial sample preparation steps vital to achieving

meaningful data on protein identification and characterization. Coupled with our expanding <
. e . . . . o
line of tools for electrophoresis, imaging and mass spec data interpretation, Genomic Solutions is 2%

helping scientists break new ground in the emerging field of proteomics.
Once a target is validated it is typically used in a high-throughput screening assay to find “hit”
E/-\ compounds that can be the starting point for drug development. Pharmaceutical companies
\ invest millions of dollars in developing therapeutic compound libraries in the hope that
one of these compounds will become the next blockbuster drug. These libraries number

in the thousands to millions of compounds and require high-throughput liquid dispensing

systems to handle the targets, assay reagents and compounds as quickly as possible.

% Because these compound libraries, targets and assay reagents are so valuable, pharmaceutical

é%ipd companies require technology that can take small samples and leave the rest of the library
undisturbed. Genomic Solutions’ Cartesian Brand™ synQUAD™ and Hummingbird™ technologies allow the transfer of
tiny quantities of liquids very rapidly and without cross-contamination from one compound to another. These

technologies can transfer hundreds of drops of pure liquids in a matter of seconds.

F I V E




BUSINESS MODEL:::

Growth, Profitability and Leadership

STRONG BASE BUSINESS

We have built our business with a balanced combination of profitability and growth.
We have a strong base business of specialized products used in a wide range of drug
discovery applications. These products are typically well established in fairly
mature markets with above average, but not spectacular, growth rates. We have
many well established brand names that, although not widely known outside their
niches, are often leaders within them. These names include: Harvard Bioscience,
Harvard Apparatus, Biochrom®, Genomic Solutions, GeneMachines, Warner
Instruments, Clark Electromedical Instruments, Hugo Sachs Elektronik and BTX.
These well-established brands are sold through well-established distribution
channels. Most of our products for ADMET screening are sold through the Harvard
Apparatus catalog - the first edition of which was in 1901. Most of our products for
DNA, RNA and protein analysis are sold through our partnership with Amersham
Biosciences - one of the world’s largest life science companies. Most of our Genomic

Solutions products are sold through our global field sales force.

BREAKTHROUGH NEW TECHNOLOGIES

Our aim is to add to this strong base business breakthrough new technologies that
have the potential to change the nature of drug discovery. We have invested in
several such new technologies including: automation equipment for microarray
analysis and proteomics, our COPAS technology for high-throughput/high-content
screening of model organisms and microscope image automation technology. If we
are successful with these new technologies it could increase our future rate of

organic growth considerably.



STRONG FINANCIAL
PERFORMANCE:::

PRO FORMA®" CONDENSED CONSOLIDATED STATEMENT OF OPERATIONS
For the Twelve Months Ended December 31,
2002 2001
(in thousands, except per share data, unaudited)

REVENUES . ..\ttt e $ 57,380 $ 40,868
Costs and Expenses:
Cost of Product Revenues ........................... 28,310 20,179
General & Administrative ................. ... ..., 9,187 7,001
Sales & Marketing .............ccoiiiiiiiiiinnnnnn. 8,435 4,840
Research & Development ........................... 4,146 3,179
Total Costs and EXpenses .............coveevvunnn... 50,079 35,199
Pro forma® Operating Profit ............................ 7,302 5,669
Other Income (Expense)net .................ccovvun.... 707 1,243
Pro forma® Net Income before Taxes .................... 8,009 6,912
Income Taxes . ......coviiiiiii et (2,588) (2,520)
Pro forma® NetIncome ..............covvinieninnanenn.. $ 5,421 $ 4,392
Diluted Proforma® Income per Share .................... $ 0.20 $ 0.17
Diluted Weighted Average Common Shares ............... 27,597 26,382

RECONCILIATION OF PRO FORMA NET INCOME TO U.S. GAAP NET INCOME (LOSS):
Years Ended December 31,
2002 2001
(in thousands, unaudited)

Pro formanetincome ................c.coiiiiiiniiinn... $ 5,421 $ 4,392
Stock compensation eXpense ..............oiiiiiieiin... 1,269 2,679
Amortization of goodwill and intangibles .................. 1,543 1,744
In-process research and development expense ............. 1,551 5,447
Restructuring and severance related expense .............. 784 460
Fair value adjustments to costs of product sales ............ S14 —
Income tax benefit .......... ... 977 730
GAAP net income (10SS) .+ . oot $ 737 $ (5,208)

STATEMENT OF CASH FLOWS SUMMARY
For the Twelve Months Ended December 31,
2002 2001
(in thousands)

Cash Provided from Operating Activities .................. $ 799 $ 4,095
Cash Used in Investing Activities ........................ (12,367) (20,176)
Cash Provided from Financing Activities . ................. (3,144) 9,698
Effect of ExchangeonCash ............................. 640 (49)
Increase (Decrease) in Cash and Cash equivalents . ..... $ (14,072) $ (6,432)
Ending Cash & Cash Equivalents ......................... $ 15,313 $ 29,385

(1) See Selected Financial Data on Page 9 of this Annual Report for comparable GAAP financial measures.
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CORPORATE INFO:

BOARD OF DIRECTORS

Chane Graziano
Chairman & Chief Executive
Officer

David Green
President

Jeffrey S. Williams
President
Genomic Solutions, Inc.

Christopher W. Dick
Managing Director
Ascent Venture Management, Inc.

Richard C. Klaffky
President
FINEC Corp.

John F. Kennedy
President
Nova Analytics, Inc.

Earl R. Lewis
Chairman, CEO & President
FLIR Systems, Inc

Robert Dishman, PhD
CEO & President
Molecular Recognition, Inc.

STOCK PROFILE

Harvard Bioscience, Inc.
shares are traded on NASDAQ
under the symbol "HBIO"

As of March 17, 2003 the
number of record holders

of HBIO common stock was
approximately 200. We believe
that the number of beneficial
owners at that date was
substantially higher.

MANAGEMENT

Chane Graziano
Chairman & Chief Executive
Officer

David Green
President

Susan Luscinski
Chief Financial Officer

Mark Norige
Chief Operating Officer
Harvard Apparatus

Jeffrey S. Williams
President
Genomic Solutions, Inc.

David Parr
Managing Director
Biochrom, Ltd.

David Strack, PhD
President
Union Biometrica, Inc.

STOCK PRICE RANGE

Fiscal Year Ended

December 31, 2002

Quarter High Low
First $10.15 $6.75
Second $9.10 $ 4.07
Third $6.73 $ 211
Fourth $ 3.83 $ 2.50
FY 2002 average* $5.70
FY 2002 closing $ 3.30

*Calculated using daily volume at daily
closing price

CORPORATE ADDRESS
HARVARD BIOSCIENCE, INC.
84 October Hill Road
Holliston, Massachusetts 01746
www.harvardbioscience.com

INDEPENDENT CERTIFIED
PUBLIC ACCOUNTANTS
KPMG LLP

99 High Street

Boston, Massachusetts 02110

GENERAL COUNSEL
GOODWIN PROCTER LLP
Exchange Place

Boston, Massachusetts 02109

TRANSFER AGENT AND
REGISTRAR

REGISTRAR AND
TRANSFER COMPANY

10 Commerce Drive
Cranford, New Jersey 07016

ANNUAL MEETING OF
SHAREHOLDERS

The Annual Shareholders' Meeting
of Harvard Bioscience, Inc. will be
held Thursday, May 22, 2003 at
10:00 a.m. at our general counsel's
offices, Exchange Place, Boston,
Massachusetts. Notice of the
meeting and proxy statements
will be mailed to shareholders

in advance of the meeting.

DIVIDENDS

Harvard Bioscience, Inc. has
never declared or paid dividends
on its common stock and currently
has no plans to do so in the
foreseeable future.

SEC FILINGS

A copy of the Company's Form
10-K filed with the U.S. Securities
and Exchange Commission may
be obtained without charge by
contacting Susan Luscinski, CFO,
in writing to the corporate
address above.
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SELECTED FINANCIAL DATA

Years Ended December 31,

2002 2001 2000 1999 1998

Statement of Operations Data: (in thousands, except share and per share data)
REVENUES . ..o, $ 57380 $ 40868 $ 30575 $ 26178 § 12154
Costs and Expenses:
Cost of product revenues ................ 28,824 20,179 15,833 13,547 5,351
General and administrative expense ... ... 9,187 7,001 5,181 4,147 2,317
Restructuring and severance related expense . 784 460 — — —
Sales and marketing expense ............ 8,435 4,840 3,186 2,448 1,722
Research and development expense . ...... 4,146 3,179 1,533 1,188 325
Stock compensation expense ............. 1,269 2,679 14,676 3,284 —
In-process research and development expense 1,551 5,447 — — —
Amortization of goodwill and other intangibles 1,543 1,744 604 368 27
Operating income (10SS) ................. 1,641 (4,661) (10,438) 1,196 2,412
Other income (expense):
Foreign currency gain (loss) ............. 402 99) (324) (48) 21
Common stock warrant interest expense . . . — — (36,885) (29,694 ) (1,379)
Interest income (expense),net ........... 341 1,352 (756) (657) (210)
Amortization of deferred financing costs .. — — (153) 63) —
Other ............. ... ... ... ......... (36) (10) 45 17) 10

Other income (expense), net ......... 707 1,243 (38,073) (30,479) (1,558)

Income (Loss) before income taxes . ... 2,348 (3,418) (48,511) (29,283) 854
Incometaxes .......................... (1,611) 1,790 1,359 137 783

Net income (I0SS) ................... 737 (5,208) (49,870) (29,420) 71
Preferred stock dividends ............... — — (136) (157) (122)

Net income (loss) available to

common shareholders ............... $ 737 $ (5208) $ (50,0060 $ (29,577) $ (51)
Income (Loss) per share:
Basic ............. ... $ 0.03 $ 020) $ 6.25) $ (528) $ (0.01)
Diluted .................. ... ... ..... $ 0.03 $ 020) $ 625) $ (528) $ (0.01)
Weighted average common shares:
Basic ........ ... 27,090,054 25,784,852 8,005,386 5,598,626 5,598,626
Diluted ............ ... 27,597,564 25,784,852 8,005,386 5,598,626 5,598,626
Reconciliation from GAAP to Pro forma: (in thousands, unaudited)
Operating income (loss) - GAAP .......... $ 1641 $ @4661) $ (10438 $ 1,196 $ 2,412
Restructuring and severance related expense . 784 460 — — —
Stock compensation expense ............. 1,269 2,679 14,676 3,284 —
In-process research and development expense . 1,551 5,447 — — —
Amortization of goodwill and intangibles . . . 1,543 1,744 604 368 27
Fair value adjustment to costs of product sales . S14 — — — —
Operating income — Pro forma ........... 7,302 5,669 4,842 4,848 2,439
Net income (loss)-GAAP ............... 737 (5,208) (49,870) (29,420) 71
Net adjustments to operating income (loss) . 5,661 10,330 15,280 3,652 27
Common stock warrant interest expense . . . — — 36,885 29,694 1,379
Incometax ............................ 977) (730) 98 (1,237) 1y
Net income -Pro forma ................. $ 5421 $ 4392 $ 2393 $ 2,68 $ 1,466
Weighted average common shares - Pro forma
Diluted ............................... 27,597 26,382 18,459 17,082® 15,287 ®

(1) Assumes conversion of all outstanding shares of convertible preferred stock and the exercise of all outstanding common stock warrants on January 1.
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Years Ended December 31,

2002 2001 2000 1999 1998
Balance Sheet Data: (in thousands)
Cash and cash equivalents ............... $ 15313 ¢ 29385 $ 35817 $ 239 $ 957
Working capital ........................ 31,816 32,597 40,552 3,783 2,205
Totalassets ............coviiiieiinn.n. 107,584 82,362 58,809 20,610 7,220
Long-term debt, net of current portion .... 400 637 1 5,073 638
Preferred stock ........................ — — — 2,500 1,500
Common stock warrants ................. — — — 31,194 1,500
Stockholders’ equity (deficit) ............. 88,381 66,812 52,335 (25,711) 678
QUARTERLY FINANCIAL INFORMATION (UNAUDITED)
First Second Third Fourth Fiscal
Quarter Quarter Quarter Quarter Year
Statement of Operations Data: (in thousands, except per share data)
2002:
ReVENUES . .......coviiniiiiiiiannnn. $ 11963 ¢ 13,729 $ 12797 $ 18891 $ 57,380
Operating expenses ..................... 10,781 12,244 12,549 20,165 55,739
Net Income (loss) available
to common shareholders ............... 773 1,018 (82) (972) 737
Income (loss) per share:
Basic ........ .. $ 0.03 $ 0.04 $ 0.00 $ (0.03) $ 0.03
Diluted .............. ..ot $ 0.03 $ 0.04 $ 000 $ (0.03) $ 0.03
2001:
REVENUES . .....vvvriieiiiiaanns. $ 8607 $ 9,711 $ 10643 $ 11907 $ 40,868
Operating expenses ..................... 8,089 15,032 10,619 11,789 45,529
Net Income (loss) available
to common shareholders ............... 272 (5,365) 319 (434) (5,208)
Income (loss) per share:
Basic ........ .. $ 0.01 $ (021) $ 001 §$ (0.02) $ (0.20)
Diluted ............. ...t $ 0.01 $ (021) $ 001 §$ (0.02) $ (0.20)

Please see Note 3 to our Consolidated Financial Statements for more information on businesses acquired,

which may effect the comparability of the amounts above.
Please see Note 4 to our Consolidated Financial Statements for information related to the effects of adopting SFAS No. 142.



MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

Forward-Looking Statements

The following section is “Management’s Discussion and Analysis of Financial Condition and Results of Operations”
which contains statements that are not statements of historical fact and are forward-looking statements within the
meaning of Federal securities laws. These statements involve known and unknown risks, uncertainties and other factors
that may cause our actual results, performance or achievements to be materially different from any future results,
performance or achievements expressed or implied by the forward-looking statements. These statements reflect our
current views with respect to future events and are based on assumptions and subject to risks and uncertainties. We
discuss many of these risks in detail under the heading “Important Factors That May Affect Future Operating Results”
beginning on page 21. You should carefully review all of these factors in evaluating our financial condition and

results of operations.

Overview

We are a global developer, manufacturer and marketer of a broad range of specialized products, primarily scientific
instruments, used to accelerate drug discovery research at pharmaceutical and biotechnology companies, universities
and government laboratories worldwide. We sell our products to thousands of researchers in 100 countries through
our direct sales force, our 1,000 page catalog and several other specialty catalogs, and through our distributors,
including Amersham Biosciences and PerkinElmer. We have sales and manufacturing operations in the United States,
the United Kingdom, Germany, Austria and Belgium with sales facilities in Japan, France and Canada.

Our strategy is to have a broad range of specialized products, primarily scientific instruments, in niche markets
focused on the bottlenecks in drug discovery research.

e By having a broad product line we seek to reduce the risk of being dependent on a single technology in an
industry characterized by very rapid technological change and

* By having specialized products in niche markets we seek to avoid head-to-head competition with the major
instrument companies.

New products are an important element in driving our growth. Our new products are either invented by us or
acquired from other companies. Acquisitions are thus a core part of our growth strategy. We use acquisitions to
expand our product line because we believe we can use our well-established brands and distribution channels to
accelerate the growth of acquired products.

These products are marketed and sold through one of our three well-established global distribution channels.
These are:

* For products primarily priced under $10,000: the Harvard Apparatus catalog, a name respected for innovation
and quality for over 100 years;

¢ For well-established products primarily priced in the $5,000 to $35,000 range: distribution relationships with
major life science companies such as Amersham Biosciences and PerkinElmer; and

* For innovative products primarily priced over $25,000: our own global field sales force.

In providing tools for drug discovery, we have established a significant base business and have achieved strong
brand recognition. Since 1996, we have built upon our base business and brand recognition by adding new technologies
in the areas of ADMET screening; genomics, proteomics and high-throughput screening; molecular biology; and
high-throughput/high-content screening for model organisms.

* In June 1998, we acquired products for cell injection systems from Medical Systems Corporation for
$1.0 million in cash,

e In February 1999, we acquired Biochrom Ltd., which develops and manufactures DNA/RNA/protein calculators,
spectrophotometers, amino acid analyzers and related consumables in the United Kingdom, from Pharmacia
Biotech (Biochrom) Ltd for $7.0 million in cash,

e In March 1999, we entered into an exclusive license for the technology underlying our ScanTox™ in-vitro
toxicology testing product for $25,000 in cash and ongoing royalties and licensing fee payments,

* In September 1999, we acquired products for intracellular research from Clark Electromedical Instruments
for $349,000 in cash,
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e In November 1999, we acquired our NaviCyte™ diffusion chamber systems product for drug absorption testing
from a subsidiary of Trega Biosciences for $390,000 in cash and future royalties,

e In November 1999, we acquired substantially all the assets and certain liabilities of Hugo Sachs Elektronik,
consisting primarily of products for organ testing, for $730,000 in cash,

¢ In May 2000, we acquired certain assets of Biotronik, consisting primarily of products for amino acid analysis,
for $469,000 in cash,

e In July 2000, we acquired substantially all the assets of AmiKa Corporation consisting of purification tips, spin
columns, a 96 well drug binding assay and related technology and intellectual property for $3.1 million in cash,

¢ In December 2000, we acquired substantially all the assets and certain liabilities of MitoScan Corporation, a
company that produces tools for toxicity testing for $383,000 in cash and future milestone payments and royalties,

e In May 2001, we acquired substantially all the assets of Warner Instruments Corporation, a company that
designs, produces and markets electro-physiology products for approximately $2.7 million in cash,

e In May 2001, we acquired all the outstanding stock of Union Biometrica, Inc. for a combination of cash and
stock of approximately $17.5 million. Union Biometrica invented, developed and initiated marketing of
COPAS™, high-throughput/ high-content model organism screening systems,

¢ In June 2001, for cash of approximately $1.6 million, we acquired substantially all the assets of International
Market Supply Ltd, a company that produces and markets anesthesiology products,

¢ In November 2001, for cash of approximately $4.1 million, we acquired Scie-Plas Ltd. for its electrophoresis
based sample preparation products,

¢ In December 2001, for cash of approximately $2.0 million, we acquired Asys Hitech GmbH for its plate-readers
and low volume liquid dispensers,

e In July 2002, we acquired all the outstanding stock of Walden Precision Apparatus (“WPA”) for cash of
approximately $1.4 million. WPA designs, manufactures and markets low cost diode-array spectrophotometers.

e In October 2002, we acquired all the outstanding stock of Genomic Solutions, Inc. for a combination of cash and
stock of approximately $26.3 million. Genomic Solutions develops, manufactures and sells products in the fields
of proteomics, high-throughput screening and DNA microarray systems including products for protein sample
preparation and analysis in conjunction with mass spectrometry; high-speed, noncontact assay preparation for
high-throughput screening and high-fidelity microarray processing and analysis.

¢ In January 2003, we acquired substantially all the assets of the BTX division of Genetronics Biomedical
Corporation for $3.7 million in cash. BTX designs, develops, manufactures and distributes electroporation products.

* In March 2003, we acquired substantially all of the assets of Genomic Instrumentation Services, d/b/a/
GeneMachines for approximately $8.1 million in cash. GeneMachines designs, develops, manufactures and
distributes high-throughput instrumentation for DNA and protein microarray production, nucleic acid sample
preparation and DNA synthesis.

Revenues. We generate revenues by selling instruments, devices and consumables through our catalog, our direct
sales force, our distributors and our website. For products primarily under $10,000, every one to three years, we intend
to distribute a new, comprehensive catalog initially in a series of bulk mailings, first to our existing customers, followed
by mailings to targeted markets of potential customers. Over the life of the catalog, distribution will also be made
periodically to potential and existing customers through direct mail and trade shows and in response to telephone
inquiries. From time to time, we also intend to distribute catalog supplements that promote selected areas of our catalog
or new products to targeted subsets of our customer base. Future distributions of our comprehensive catalog and our
catalog supplements will be determined primarily by the incidence of new product introductions, which cannot be
predicted. Our customers are end user research scientists at pharmaceutical and biotechnology companies, universities
and government laboratories. Revenue from catalog sales in any period is a function of time elapsed since the last
mailing of the catalog, the number of catalogs mailed and the number of new items included in the catalog.

For our higher priced products, generally those priced over $25,000, we have direct sales organizations which
consist of sales and marketing personnel, customer support, technical support and field application service support.
These organizations have been structured to attend to the specific needs associated with the promotion and support
of higher priced capital equipment customers. The combined expertise of both our sales and technical support staff
provide a balanced skill set when promoting the relevant products at seminars, on site demonstrations and exhibitions
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which are done routinely. The expertise of our field service personnel provides complete post sale customer support
for both instrument specific diagnostics, repair and maintenance, and applications support.

For the year ended December 31, 2002, approximately 86% of our revenues were derived from products we
manufacture or from collaboration and research grant projects. The remaining 14% of our revenues were derived
from complementary products we distribute in order to provide the researcher with a single source for all equipment
needed to conduct a particular experiment. For the year ended December 31, 2002, approximately 45% of our revenues
were derived through catalog sales and through reference to our website, which is an electronic version of our catalog.
We do not currently have the capability to accept purchase orders through our website. For the year ended December
31, 2002, approximately 59% of our revenues were derived from sales made by our non-U.S. operations. A large portion
of our international sales during this period consisted of sales to Amersham Biosciences, the distributor for our
spectrophotometers and plate-readers. Amersham Biosciences distributes these products to customers around the
world from its distribution center in Upsalla, Sweden, including to many customers located in the United States. As
a result, we believe our international sales would have been less as a percentage of our revenues for the year ended
December 31, 2002 if we had shipped our products directly to our end users.

Cost of product revenues. Cost of product revenues includes material, labor and manufacturing overhead costs,
obsolescence charges, packaging costs, warranty costs, shipping costs and royalties. Our costs of product revenues
may vary over time based on the mix of products sold. We sell products that we manufacture and products that we
purchase from third parties. The products that we purchase from third parties have higher cost of goods sold because
the profit is effectively shared with the original manufacturer. We anticipate that our manufactured products will
continue to have a lower cost of goods sold as a percentage of revenues as compared with the cost of non-manufactured
products for the foreseeable future.

General and administrative expense. General and administrative expense consists primarily of salaries and other
related costs for personnel in executive, finance, accounting, information technology and human relations functions.
Other costs include facility costs, professional fees for legal and accounting services, insurances and provision for
doubtful accounts.

Sales and marketing expense. Sales and marketing expense consists primarily of salaries and related expenses for
personnel in sales, marketing and customer support functions. We also incur costs for travel, trade shows, demonstration
equipment, public relations and marketing materials, consisting primarily of the printing and distribution of our 1,000
page catalog, supplements and various other specialty catalogs, and the maintenance of our web sites. We may from
time to time expand our marketing efforts by employing additional technical marketing specialists in an effort to
increase sales of selected categories of products in our catalog. We may also from time to time expand our direct
sales organizations in an effort to increase and or support sales of our higher priced capital equipment instruments.

Research and development expense. Research and development expense consists primarily of salaries and related
expenses for personnel and capital resources used to develop and enhance our products and to support collaboration
agreements. Other research and development expense includes fees paid to consultants and outside service providers,
and material costs for prototype and test units. We expense research and development costs as incurred. We believe
that significant investment in product development is a competitive necessity and plan to continue to make these
investments in order to realize the potential of new technologies that we develop, license or acquire.

Stock compensation expense. Stock compensation expense resulting from stock option grants to our employees
represents the difference between the fair market value and the exercise price of the stock options on the grant date
for those options considered fixed awards. Stock compensation expense is also recorded for stock option grants that
were considered variable awards because the number of shares to be acquired by employees was indeterminable at
the date of grant. Stock compensation on fixed and variable awards is amortized as a charge to operations over the
vesting period of the options.

Common stock warrant interest expense. On March 15, 1996, in connection with the issuance of redeemable
preferred stock and subordinated debentures, 8,509,905 common stock warrants were issued. The related common
stock warrant interest expense represented an accrual of a liability to warrant holders that would have required us
to pay cash equal to the fair market value of the warrants in exchange for the warrants, or any common stock from
the exercise of the warrants, beginning March 15, 2002. Effective with our initial public offering of common stock in
December 2000, the warrants were exercised for common stock and, as a result, the right to be paid cash terminated.

Our business has historically been affected by a number of factors that cause revenue and earnings to vary from
quarter to quarter, including catalog mailings, new product introductions, and our substantial European business,
which in summer months defers purchases and acquisitions. As a result, we believe that revenue and earnings in
one quarter of the year may not be indicative of revenue and earnings in a subsequent quarter.

T HI R TE E N



Critical Accounting Policies

Our critical accounting policies are as follows:

e valuation of identifiable intangible assets and in process research and development in business combinations;
e valuation of long-lived and intangible assets and goodwill;

e accounting for income taxes;

* revenue recognition; and

* inventory.

Valuation of identifiable intangible assets in business combinations. Identifiable intangible assets consist primarily
of trademarks and acquired technology. Such intangible assets arise from the allocation of the purchase price of
businesses acquired to identifiable intangible assets based on their respective fair market value. Amounts assigned to
such identifiable intangible assets are primarily based on independent appraisals using established valuation techniques
and management estimates. The value assigned to trademarks was determined by estimating the royalty income that
would be negotiated at an arm’s-length transaction if the asset were licensed from a third party. A discount factor,
ranging from 25% to 31.5%, which represents both the business and financial risks of such investments, was used to
determine the present value of the future streams of income attributable to trademarks. The specific approach used
to value trademarks was the Relief from Royalty (“RFR”) method. The RFR method assumes that an intangible asset
is valuable because the owner of the asset avoids the cost of licensing that asset. The royalty savings are then calculated
by multiplying a royalty rate times a determined royalty base, i.e., the applicable level of future revenues. In determining
an appropriate royalty rate, a sample of guideline, arm’s length royalty and licensing agreements are analyzed. In
determining the royalty base, forecasts are used based on management’s judgments of expected conditions and
expected courses of actions. The value assigned to acquired technology was determined by using a discounted cash
flow model which measures what a buyer would be willing to pay currently for the future cash stream potential of
existing technology. The specific method used to value the technologies involved estimating future cash flows to be
derived as a direct result of those technologies, and discounting those future streams to their present value. The discount
factors used, ranging from 25% to 36%), reflects the business and financial risks of an investment in technologies. Forecasts
of future cash flows are based on managements’ judgment of expected conditions and expected courses of action.

Valuation of in-process research and development in business combinations. Purchase price allocation to in-process
research and development represents the estimated fair value of research and development projects that are reasonably
believed to have no alternative future use. The value assigned to in-process research and development was determined
by independent appraisals by estimating the cost to develop the purchased in-process research and development into
commercially feasible products, estimating the percentage of completion at the acquisition date, estimating the resulting
net risk-adjusted cash flows from the projects and discounting the net cash flows to their present value. The discount
rates used in determining the in-process research and development expenditures reflects a higher risk of investment
because of the higher level of uncertainty due in part to the nature of the Company and the industry to constantly
develop new technology for future product releases and ranged from 25% to 43.5%. The forecasts used by the
Company in valuing in-process research and development were based on assumptions the Company believes to
be reasonable, but which are inherently uncertain and unpredictable. Given the uncertainties of the development
process, no assurance can be given that deviations from the Company’s estimates will occur and no assurance can
be given that the in-process research and development projects identified will ever reach either technological or
commercial success. The amounts allocated to in-process research and development in 2002 and 2001 of $1,551,000
and $5,447,000, respectively, were expensed as of the acquisition dates.

Valuation of long-lived and intangible assets and goodwill. In accordance with the provisions of Statement of
Financial Accounting Standards (SFAS) No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets”,
we assess the impairment of identifiable intangibles with finite lives and long-lived assets whenever events or
changes in circumstances indicate that the carrying value may not be recoverable. Factors we consider important
which could trigger an impairment review include the following: significant underperformance relative to expected
historical or projected future operating results; significant changes in the manner of our use of the acquired assets or
the strategy for our overall business; significant negative industry or economic trends; significant changes in who our
competitors are and what they do; significant changes in our relationship with Amersham Biosciences; significant
decline in our stock price for a sustained period; and our market capitalization relative to net book value.

If we were to determine that the value of long-lived assets and identifiable intangible assets with finite lives was
not recoverable based on the existence of one or more of the aforementioned factors, then the recoverability of those
assets to be held and used would be measured by a comparison of the carrying amount of those assets to undiscounted

F O U RTE E N



future net cash flows expected to be generated by those assets. If such assets are considered to be impaired, the
impairment to be recognized would be measured by the amount by which the carrying value of the assets exceeds
the fair value of the assets. Assets to be disposed of are reported at the lower of the carrying amount or fair value
less costs to dispose.

In June 2001, SFAS No. 142, “Goodwill and Other Intangible Assets” was issued. SFAS No. 142 addresses financial
accounting and reporting for acquired goodwill and other intangible assets. Among other things, SFAS No. 142
requires that goodwill and intangible assets with indefinite useful lives no longer be amortized, but rather tested
annually for impairment or more frequently if events or circumstances indicate that there may be an impairment.
The impairment test consists of a comparison of the fair value of the Company’s reporting units with their carrying
amount. If the carrying amount exceeds its fair value, the Company is required to perform the second step of the
impairment test, as this is an indication that goodwill may be impaired. The impairment loss is measured by comparing
the implied fair value of the reporting unit’s goodwill with its carrying amount. If the carrying amount exceeds the
implied fair value, an impairment loss shall be recognized in an amount equal to the excess. After an impairment loss
is recognized, the adjusted carrying amount of the intangible asset shall be its new accounting basis. Subsequent
reversal of a previously recognized impairment loss is prohibited. In accordance with SFAS No. 142, we were required
to perform an initial impairment review of our goodwill effective January 1, 2002. During the second quarter of 2002,
the Company completed the implementation impairment review. The review concluded there was no impairment of
goodwill at the time of implementation. On December 31, 2002, the Company performed its annual impairment test,
which did not indicate any impairment.

Accounting for income taxes. We are required to determine our annual income tax provision in each of the
jurisdictions in which we operate. This involves determining our current and deferred income tax expense as well
as accounting for differences between the financial statement carrying amounts of existing assets and liabilities and
their respective tax bases. The future tax consequences attributable to these differences result in deferred tax assets
and liabilities, which are included in our consolidated balance sheet. We must assess the recoverability of the deferred
tax assets by considering whether it is more likely than not that some portion or all of the deferred tax assets will not
be realized. To the extent we believe that recovery does not meet this “more likely than not” standard as required in
SFAS No. 109, Accounting for Income Taxes, we must establish a valuation allowance. If a valuation allowance is established
or increased in a period, we must allocate the related income tax expense to income from continuing operations in the
consolidated statement of operations to the extent those deferred tax assets originated from continuing operations.
To the extent income tax benefits are allocated to stockholders’ equity, the related valuation allowance also must be
allocated to stockholders’ equity.

Management judgment is required in determining our income tax provision, deferred tax assets and liabilities
and any valuation allowance recorded against net deferr