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MESA LABORATORIES, INC. TO OUR SHAREHOLDERS

Fiscal 2004 saw Mesa Laboratories, Inc. continue to experience solid
performance, maintaining our good profit margins, sales and income levels
and sharply improving earnings per share. Net income increased to a record
$2,130,000 or $.68 per share on a diluted basis on record net sales of
$9,126,000. This compares with $2,127,000 in net income or $.64 per share on
a diluted basis in fiscal 2003 on net sales of $9,082,000.

The marked increase in per share net income reflects in large part the
reduction in shares outstanding resulting from the Company’s common stock
buyback program.

With this year’s annual report, Mesa has begun highlighting revenue into two
categories in Management’s Discussion and Analysis: product revenue and
parts and services revenue from activities such as certification or recalibration
of products. As our base of installed equipment has increased over the years,
so too have revenues from servicing. In fiscal 2004, parts and services revenue
totaled 29 percent of total sales.

Another milestone of the past year was the declaration of a special one-time
dividend of $0.15 per common share and the institution of a $0.05 regular
quarterly dividend. The first quarterly dividend was paid on December 15 to
shareholders of record on December 1, 2003.

The year also saw further enhancements to Mesa’s DATATRACE product line
that we believe will improve results in fiscal 2005, as well as on-going efforts to
expand our Medical Products offerings.

NEW TO DATATRACE

In late fiscal 2004, the new Micropack III humidity and pressure Tracers were
introduced, complementing the Micropack III temperature Tracer, introduced
in mid fiscal 2003. The new Tracers were accompanied by upgraded software
and one of the most exciting recent new additions to the DATATRACE line, a
4-20 milliamp (mA) Micropack III.

PROFILE

Founded in 1982, Mesa Laboratories, Inc. designs,
develops, manufactures and markets precision
equipment used in industrial applications worldwide and
in kidney dialysis therapy. Its products are aimed at niche
markets where Mesa can establish a dominant market
position and set standards for the industry for reliability,
ease of use and service. The Company’s products
include:

■ DATATRACE® and ELOGG® temperature, humidity,
pressure and 4-20 milliamp data loggers used in
quality control applications worldwide.

■ Western 90DX,™ NEO-2™ and other high quality
instruments for calibrating and verifying the
performance of hemodialysis equipment and medical
water treatment systems.

■ ECHO® Dialyzer Reprocessing systems.
■ NUSONICS® ultrasonic flow meters, pipeline interface

detectors and concentration analyzers.

Mesa also provides servicing and accessories used by
its product lines. As the base of installed units has
increased over the years, these revenues have become
a significant share of net sales.
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The Micropack III design offers considerable
benefits to customers, from a 60 percent
smaller size, to 16 times more memory and
improved accuracy. The 4-20 mA Tracer is a
brand new concept that lets clients take
advantage of Micropack III technology to log
4-20 mA output from various fixed monitors in
a process. That data can then be correlated
with temperature, humidity and pressure data
collected by DATATRACE loggers without
compromising data integrity, thus meeting the
requirements of various regulatory bodies.

The ability to incorporate data from fixed
monitors via 4-20 mA signals also means
operators need to learn only one software
program for data analysis and charting. All
variables can be analyzed within the secure
software environment using DATATRACE’s
improved charting and reporting capabilities.

With all four Micropack III Tracers now available, along with the improved
secure software, DATATRACE sales are expected to accelerate in fiscal 2005.
We are already seeing increased international sales from Japan and Italy. With
the U.S. economy rebounding, improved domestic sales are anticipated as well.
Already in early fiscal 2005, a $100,000 order has been received from one
customer, marking what we hope will be an ongoing trend toward larger orders.

MEDICAL PRODUCTS AND SERVICING

Sales of Mesa’s hand-held meter products used in kidney dialysis therapy were
up slightly over the prior year, complemented by an increase in service and
parts revenues. In heavily regulated industries, such as the medical industry,
there’s a continual need for certification and recalibration of equipment to
assure critical care standards are met. The durability of Mesa’s hemodialysis
meters has resulted in a large installed base of equipment, which in turn drives
servicing and parts revenues.

Luke Schmieder
President and CEO



We continue to work on enhancements to the hemodialysis
meter line, particularly with respect to the 90DX, which has set
the standard for the industry for many years. Technologies
developed with respect to the Micropack III Tracers have proved
complementary to our medical products line and new product
introductions are expected for early fiscal 2006.

As we reported last year, the move to new cost-efficient, single-
use dialyzers is gaining momentum in the U.S. and other
developed countries, impacting ECHO Dialyzer Reprocessor
sales, which were down in fiscal 2004. We continue to see very
viable markets for this product in emerging nations where reuse
continues to be more cost effective. Efforts are underway to
market the ECHO in China as well as other Southeast Asian
countries.

OTHER REVENUES

Nusonics sales were up for fiscal 2004, reflecting a less price-
competitive environment in the flow meter market. We have
chosen not to actively market Nusonics flow meters and
concentration analyzers. Orders continue to come from existing
customers who know and like the products and for proven
applications with respect to the analyzers. This area is not
expected to have a significant impact on revenues in fiscal 2005,
however.

LOOKING AHEAD TO FISCAL 2005

We are anticipating a good year for DATATRACE. The
Micropack III is a clear market leader and with the humidity,
pressure and 4-20 mA configurations now available, we are
looking forward to solid market acceptance for the product line.
Medical products should maintain a steady growth rate as the
numbers of hemodialysis patients continue to increase

worldwide driving meter sales and service revenue. Much of our
R&D focus will be on a new generation of meters for this product
line.

Although a relatively small company, Mesa is a solidly profitable
business. With the declaration of a special dividend and regular
quarterly dividends, our goal is to pass that profitability on to our
shareholders and reduce volatility in the Company’s stock price.

In addition, Mesa is seeking authorization of additional shares for
employee option grants. While excessive option grants to top
executives at some major corporations have rightfully come
under considerable fire, the ability to use options offers
tremendous benefits to small companies. Properly structured,
options give us the ability to attract and hire high quality people
who would be able to command higher salaries at larger
companies, and to reward people who have been instrumental
to the long-term growth of the Company. By vesting over a
period of five years, options clearly tie the interest of employees
to the interests of our shareholders — long-term growth in the
value of Mesa Laboratories and its stock.

I urge you to vote for the authorization of additional shares for
the employee stock option plan, and on behalf of all Mesa
Laboratories’ employees, I thank you for your continuing support
of our Company.

Sincerely,

Luke R. Schmieder
President and Chief Executive Officer
Mesa Laboratories, Inc.
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The Micropack III Tracer,
shown at actual size, weighs

less than .5 ounces without its
probe and is rated Intrinsically

Safe for hazardous
environments (CENELEC).

Humidity and Pressure can be measured
independently or in conjunction with
Temperature depending upon the type of
Tracers used.

>>>

The Tracer family of products provides temperature,
humidity and/or pressure data that now can be merged with

the 4-20 mA output data of other stationary measuring
devices within DATATRACE’s secure software.



Quality control is essential in hemodialysis, where a mistake can literally cost a life.
Mesa Laboratories’ meter products are used by manufacturers of hemodialysis

equipment and in treatment clinics to assure safe therapy parameters.

Mesa’s comprehensive library of
concentration data allows companies to
use Nusonics concentration analyzers

and pipeline interface detectors to
identify the composition of liquids by
measuring the speed at which sound

travels through the fluid.

Sonic flow metering
allows users to monitor
the speed and volume
of liquid passing through
an enclosed pipe without
interfering with the flow
of the liquid.

Mesa’s calibration solutions are used to test
and calibrate dialysis meters.

The ECHO Dialyzer
Reprocessor automatically

cleans, rinses, tests and
delivers disinfectants to

dialyzers after dialysis therapy,
enabling re-use by the

same patient.



OPERATIONS OVERVIEW

DATATRACE®

When Temperature, Humidity or
Pressure Matter

Temperature, humidity and pressure are
critical to product quality in many
manufacturing processes. The world
market for temperature sensors, indicators
and recorders alone is estimated at more
than $2 billion, growing at an annual rate
of 4-6 percent.

DATATRACE products are extraordinarily
compact, easy-to-use, high-tech solutions
to the need to monitor, document and
analyze these variables. With no wire or
cable connections, Tracers are well suited
to processes that take place in a moving
environment and/or require self-
contained units. Ease of set-up and
accessibility of the data are continually
opening new applications for DATA-
TRACE monitors.

Each Tracer is completely self-contained
and can be programmed and down-
loaded using a PC Interface Module,

linked to a personal computer. Proprietary
DATATRACE for Windows® 4.01 software
allows users to analyze and display data
graphically and quickly pinpoint potential
problems. DATATRACE software complies
with the U.S. Food and Drug Administra-
tion’s 21 CFR Part 11 guideline, providing
multiple levels of password protection,
enhanced data security, electronic signa-
ture verification, and audit trail capability.

DATATRACE is an industry standard in
applications such as ethylene-oxide
sterilization of medical products. Other
industries where DATATRACE products
are widely used include food processing,
sterilization, pharmaceutical processing,
transportation, electronics, aerospace,
storage, textile manufacturing and more.

By working closely with customers, Mesa
has continually improved and enhanced
DATATRACE probes, turning customized
Tracers for special applications into new
Tracer generations. In addition to the new
Micropack III Tracers, DATATRACE
monitors are available in the larger

Micropack II, Flatpack and Field
Replaceable Battery (FRB) configurations
with temperature range variations as well
as pressure and humidity sensors.

In early fiscal 2005, Mesa began offering a
4-20 mA (milliamp) Tracer which allows
users to log 4-20 mA output of various
fixed monitors within a process and
correlate that data to information
collected by other DATATRACE loggers.
Using a DATATRACE 4-20 mA Tracer
allows a pasta manufacturer to monitor air
velocity as well as temperature and
humidity for pasta processing. The 4-20
mA Tracer can monitor ethylene oxide
levels in medical device sterilization and a
host of other applications.

Mesa also offers the ELOGG® line of
temperature loggers. Larger than
DATATRACE products and less
environmentally resistant, the ELOGG is
ideally suited for long-term monitoring
applications, such as transportation and
warehousing.
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To control a process, you must be able to measure it.
Mesa Laboratories products provide the measurements
required in applications with critical quality standards.
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HEMODIALYSIS PRODUCTS

Assuring treatment safety for patients
with kidney failure

Hemodialysis is a process used to remove
toxic waste products and excess water
from the blood of individuals suffering
kidney failure or end-stage renal disease
(ESRD). An estimated 400,000 individuals
suffer ESRD in the U.S. with nearly 2
million diagnosed worldwide. Those
numbers are growing at a rate of 6-7
percent annually due in part to rising life
expectancies. Improved medical care is
also giving more people access to dialysis
treatment.

Mesa Laboratories manufactures and
distributes four product lines in this
market: meters for testing hemodialysis
solutions and equipment efficacy; the
ECHO® Dialyzer Reprocessor; a personal
computer-based Reuse Management
System for recording and tracking dialyzer
reuse; and standardized calibration
solutions which provide control
benchmarks.

Meter sales dominate Mesa’s medical
product revenues. The 90DX Meter and
Neo-2 System provide precise
measurements of conductivity,
temperature, pressure and PH, with

extreme accuracy in both high and low
ranges of conductivity. The Phoenix,
NEO-STAT+ and HYDRA Water Quality
instruments are designed to monitor
fewer variables at the point of care.

The ECHO Dialyzer Reprocessor was one
of Mesa’s first products. The ECHO allows
dialysis clinics to wash, sterilize and reuse
dialyzers for the same patient. Over the
past two years, new cost-efficient, single-
use dialyzers have reduced reuse in the
U.S. and other developed nations;
however, the ECHO Reprocessor is still
widely used in emerging countries where
labor is inexpensive. Opportunities in
China, Malaysia, Korea and other
countries exist for this product.

The durability of Mesa’s hemodialysis
equipment has resulted in a large
installed base of units throughout the
world. This in turn has steadily increased
the Company’s revenues from services
such as recertification and recalibration of
the meters, parts and accessories. Mesa
also sells Conductivity Calibrator
Solutions used for the calibration of
conductivity meters. These lab quality
solutions are cleared for their intended
use by the U.S. FDA, and provide
traceability to the National Institute of
Standards and Technology (N.I.S.T.).

SONIC MONITORING

Using sound to measure and analyze fluids

The speed at which sound passes through
a liquid can be used to (1) measure the
rate of flow and thus amounts passing
through the pipe and (2) determine the
composition of the fluid. Mesa
manufactures, markets and distributes two
major products in this area: Sonic Flow
Meters and Concentration Monitors.
Sonic flow meters are well suited to
applications such as water treatment,
chemical processing and heating,
ventilation and air conditioning (HVAC)
applications.

Concentration monitors include Pipeline
Interface Detectors and Concentration
Analyzers, used for applications such as
chemical, food, pharmaceutical and
polymerization processes.

Due to an aggressive pricing environment
in the flow meter industry and the
fragmented nature of the concentration
monitor market, Mesa has chosen not to
actively market these products in current
market conditions. Our focus is on serving
existing customers — manufacturing and
selling flow meters and concentration
analyzers as demand occurs.
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We have audited the accompanying balance sheets of Mesa Laboratories, Inc.
as of March 31, 2004 and 2003, and the related statements of income, stockholders’
equity, and cash flows for the years then ended. These financial statements are the
responsibility of the Company’s management. Our responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits 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 audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of Mesa Laboratories, Inc. as of March 31, 2004
and 2003, and the results of its operations and its cash flows for the years then ended,
in conformity with accounting principles generally accepted in the United States
of America.

/s/ Ehrhardt Keefe Steiner & Hottman PC
Ehrhardt Keefe Steiner & Hottman PC

April 28, 2004
Denver, Colorado
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Michael T. Brooks
H. Stuart Campbell
Paul D. Duke
Luke R. Schmieder

EXECUTIVE OFFICERS

Luke R. Schmieder, President, Chief
Executive Officer and Treasurer

Steven W. Peterson, Vice President
Finance and Secretary

CORPORATE OFFICES

Mesa Laboratories, Inc.
12100 West Sixth Avenue
Lakewood, Colorado 80228
(303) 987-8000
Fax: (303) 987-8989
www.mesalabs.com

TRANSFER AGENT

Computershare Investor Services
Denver, Colorado

INDEPENDENT AUDITORS

Ehrhardt Keefe Steiner & Hottman PC
Denver, Colorado

CORPORATE DATA

Mesa’s common stock is traded on the
Nasdaq National Market under the symbol
“MLAB”. For the last two fiscal years, the high
and low last sales prices of the Company’s
common stock as reported to the Company
by the National Association of Securities
Dealers, Inc. were as follows:

SEC COUNSEL

Andrew N. Bernstein, PC
Denver, Colorado

FORM 10-KSB
A copy of the Company’s 10-KSB Report,
as filed with the Securities and Exchange
Commission for the year ended March 31,
2004, is available upon written request to
the Company’s executive offices.

ANNUAL MEETING OF SHAREHOLDERS

Mesa Laboratories, Inc., 2004 Annual Meeting
of Shareholders will be held at 9:30 a.m. on
October 18, 2004, at the Company’s
corporate headquarters, 12100 West Sixth
Avenue, Lakewood, Colorado.

COMMON STOCK PERFORMANCE

The Nasdaq National Market quotations set
forth herein reflect inter-dealer prices, without
retail mark-up, mark-down, or commission
and may not represent actual transactions.

As of March 31, 2004, there were
approximately 900 record and beneficial
holders of Mesa’s common stock.

Quarter Ended High Low Dividend
June 30, 2002 $ 7.75 $ 5.50 —
September 30, 2002 $ 6.45 $ 5.46 —
December 31, 2002 $ 6.62 $ 5.90 —
March 31, 2003 $ 7.03 $ 6.06 —

Quarter Ended High Low Dividend
June 30, 2003 $ 7.16 $ 6.06 —
September 30, 2003 $ 9.42 $ 7.09 —
December 31, 2003 $ 10.10 $ 7.74 $ .20*
March 31, 2004 $ 10.08 $ 8.53 $ .05*

* On December 15, 2003, the Company paid an initial
$.05 per common share quarterly dividend and a $.15
per common share special dividend to holders of
record on December 1, 2003.
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