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Dear Stockholders, Customers, and Employees,
Omnicell’s innovative hardware and software solutions help meet some of healthcare’s
most difficult challenges: ensuring patient safety, eliminating medication errors, and
improving operational efficiency in the delivery of quality care. Our solutions include an
installed base of nearly 25,000 medication and supply dispensing systems. They provide
clinical, financial, and operational benefits to more than 1,350 healthcare facilities worldwide. These solutions have as their hallmark an absolute commitment to solving today’s
critical patient safety issues.

With this broader suite of integrated products, we have entered emerging, high-growth
markets, significantly growing our total available market. Omnicell PharmacyCentral
is a leader in the nascent automated pharmacy retrieval market that we believe has
been penetrated only 1% to date. Similarly, SafetyMed is one of the first systems
available in the bedside solutions market that we believe is less than 5% penetrated
to date. In addition, we are seeing increased demand from our customers for products that can address the full range of patient safety issues.

In 2002, we extended our suite of products, moving beyond dispensing systems on
the nursing floors and extending Omnicell’s solutions to the pharmacy and the patient’s
bedside. With the acquisitions of APRS, Inc. and Medisafe, we now provide Omnicell®
PharmacyCentral and SafetyMed™, two solutions that help our customers improve
patient safety throughout the medication-use process. We believe that it is the breadth
and integration of our product offerings that clearly sets Omnicell apart in the healthcare
technology marketplace.

During 2002, we also substantially strengthened our dispensing system product offering with Omnicell 7000, our most comprehensive software release to date. Among
its many benefits, Omnicell 7000 increases the reporting capabilities of our pharmacy
systems to assist clinicians in managing the medication-use process and in complying with regulations.

FINANCIAL HIGHLIGHTS
Revenue growth ($ millions)
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PATIENT SAFETY IS JOB ONE
The need to ensure patient safety motivates our customers to choose our solutions.
In recent years, patient safety has become an urgent focus of healthcare providers and
has caused a profound shift in market demand. The continuing pressure on healthcare
facilities to improve efficiency and reduce costs while maintaining quality care accelerates
demand for our solutions.
As the Institute of Medicine has reported, as many as 98,000 people die every year
due to mistakes in patient care, with as many as 7,000 resulting from medication errors.
Medical errors are the eighth leading cause of death in the United States and cost our
nation as much as $50 billion a year.
By defining patient safety as our focus, we have identified and then strategically expanded
into important new markets. When examining the potential for medication errors, hospitals
need to look across several functions and departments to effectively address all the
possible ways errors can occur. A 2001 report from U.S. Pharmacopeia shows that
99% of medication errors occur in the administering, documenting, dispensing, and
prescribing steps of the medication-use process. This is where we add value.

Quarterly results in 2002 ($ millions)
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In addition to introducing solutions both for the pharmacy and for clinicians at the patient’s
bedside, we have strengthened the safety features of our dispensing systems and now
address the entire medication-use process. Few companies can claim to provide healthcare
facilities with such a complete, end-to-end solution for the medication-use process.
We believe we are in the right market with the right products at the right time to build
a strong and profitable company.
While patient safety is a top priority, the healthcare industry remains hampered by
severe nursing and pharmacist shortages, which are at all-time highs. Almost 13% of
hospitals report shortages of pharmacists, and the long-standing nursing shortage is
only worsening.
Recognizing this, we’ve bolstered the ability of our products to reduce the workloads
of nurses and pharmacists and allow them more time for patient care. Many of the features of Omnicell 7000 are applicable across all clinical areas in a hospital. The operating
room, the pharmacy, and nursing floors can now all benefit from more efficient tracking
of medications, improved billing procedures, and enhanced decision support and reporting
tools. These benefits, including allowing clinicians more time with patients, help improve
operational efficiency and result in improved safety and quality care for patients.
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FROM THE PHARMACY TO THE BEDSIDE: AN INTEGRATED SUITE

PRIMED FOR GROWTH

We address every step of the medication-use process, from the pharmacy to the bedside
in pursuit of our goal of facilitating operational efficiency and quality patient care.
Addressing one of the most critical aspects of that process, Omnicell PharmacyCentral
provides an innovative solution for pharmacy operations by combining the benefits of
an automated medication carousel system with bar code technology and sophisticated
distribution and workflow management software. Omnicell PharmacyCentral enables
healthcare facilities to monitor safety and improve workflow in the pharmacy and provides
Omnicell an entree into accounts where we had no prior business.

As our two acquisitions in 2002 demonstrate, we have embraced a strategy that expands
our product suite through acquisition and increases Omnicell’s underlying growth rate
to sustain our business over the long term. However, despite a favorable market and
an expanded portfolio, our revenues were only slightly up. I am focused on improving
this performance by leveraging our new products and our recent acquisitions to
accelerate our revenue growth and expand our operating margin.

SafetyMed is a nursing workflow automation solution that uses wireless handheld devices
and bar code technology to extend patient safety and operational efficiency benefits to
the patient’s bedside and ensure the five rights of medication administration: right patient,
right drug, right dose, right time, and right administration route.

Patient safety at the bedside
SafetyMed, acquired from Medisafe in 2002, is a
bedside solution that improves nursing efficiency and
verifies accuracy when administering medications.
The system helps ensure the five rights of medication
administration: right patient, right drug, right dose,
right time, and right administration route.

In addition to refining our product strategy, we have made additional significant changes
to refocus our strategic direction and to allow Omnicell to operate more efficiently.
In October, I assumed the additional responsibilities of president and chief executive
officer and have realigned the company’s organizational structure.
We reorganized our senior management team and significantly strengthened the
organization with two high-level executives. In October 2002, Gary Wright was promoted
to executive vice president of sales, marketing, and field operations. In February 2003,
Dennis Wolf was appointed executive vice president of operations, finance, and
administration and chief financial officer.

Bar coding for patient safety
In March 2003, the U.S. Food and Drug
Administration announced plans to require bar
codes on all prescription drugs, over-the-counter
drugs packaged for hospital use, and vaccines,
providing fertile ground for our SafetyMed solution.

DECISIVE ACTIONS TO IMPROVE FINANCIAL PERFORMANCE
Gary Wright has been with Omnicell since 1994 in a variety of roles. In particular, Gary
led Omnicell’s rise in revenues from $1 million in 1994 to $48 million in 1998. Since
taking on management responsibility for the sales force in October, Gary has quickly
refocused and reinvigorated our sales organization. He is a proven sales management
executive who has a clear understanding of our marketplace and has particular insights
into Omnicell’s potential for future growth. Having him lead both sales and marketing
ensures that Omnicell is appropriately positioned to articulate our strengths and
effectively focus our sales efforts.
Dennis Wolf brings more than 25 years of finance and operations experience to Omnicell.
His broad experience in helping build fast-growing companies, managing successful
teams, and establishing relationships with investors will prove invaluable to us. As we
continue to expand our solutions and address a broader set of healthcare information
needs, Dennis’ operational and administrative expertise will be particularly important.

Where medication errors occur
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To continue to ensure attentive customer service and sustainable quarterly growth, it
is incumbent on us to shorten our installation cycle as well as improve the visibility,
predictability, and linearity of our business. To achieve this, we have taken steps to
continue building our backlog over the next several quarters to enable more effective
execution going forward.

Central pharmacy efficiency
Omnicell PharmacyCentral, acquired from
APRS, Inc. in 2002, is an innovative carousel
and software solution designed to improve
the operations of the central pharmacy.
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Administering

With these organizational changes in place and with the expansion of our product
offering, we are determined to return Omnicell to profitability in short order and expect
to grow revenues sequentially, quarter to quarter, throughout 2003. Taking clear steps
toward this goal, we instituted a set of cost-saving initiatives in the fourth quarter of
2002 including a 10% reduction in headcount. We will continue to improve the company’s
overall productivity, not only through faster revenue growth, but also through more
effective processes and continued cost reductions.
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BUILDING ON OUR STRENGTHS
As evidence of this commitment, in the fourth quarter of 2002, we were able to increase
our backlog by $7 million, substantially exceeding our goal of increasing backlog by
$1 million to $3 million each quarter. This level of execution is critical to returning
Omnicell to operating profitability and long-term growth.
Further demonstrating our potential for growth, in 2002 our installed base of systems
grew over 14%, and the number of healthcare facilities with Omnicell products increased
by about 10%. These new systems and customers present an opportunity for future
recurring revenue from lease renewals and service and support contracts. Additionally,
it highlights the potential to further penetrate our existing accounts.
Also important, our balance sheet continues to be strong, with cash balances at
December 31, 2002, of $21.5 million and no debt.

Unique, flexible solutions
Omnicell remains the only company in the
industry to provide combination automated
dispensing systems, cabinets that manage
supplies and medications within a single
system communicating to a single database.

While the changes we made in 2002 will significantly contribute to our future growth,
we maintain a valuable asset in our loyal and deeply satisfied customer base. The
strong relationships we have with our customers and our deep understanding of their
operational and clinical needs provide significant value and form the core of effective
customer account management. We believe the potential for selling additional
automation systems as well as our newer pharmacy and bedside products to existing
customers is substantial. These healthcare facilities have already made an initial
commitment and have demonstrated their belief in the power of Omnicell solutions
to improve patient safety and their overall operating efficiency. Recognizing the
importance of our customer base is already resulting in strong backlog growth,
better customer account management, more efficient shipment and installation, and
faster new product development.

Communicating clearly and efficiently
OmniLinkRx, introduced in November 2001, is a
software solution that streamlines communication
between nursing staff and the pharmacy. The system
enables nurses to send electronic images of medication
orders to pharmacists so that pharmacists can more
readily respond to medication requests.

A SOLID FOUNDATION FOR SUCCESS
When I started this company more than ten years ago, it was about a little girl, my
daughter, who needed safe, quality care in a neonatal intensive care unit. As I watched
the healthcare system at work, I saw the need for technology that could reduce the
burden of caring professionals and allow them to focus on my daughter and other patients
in need. It is this passion for improving the quality of care and for ensuring patient safety
in healthcare facilities all over the world that continues to guide Omnicell today.
As we enter 2003, I feel only optimism and enthusiasm for the future. We face the road
ahead with a stronger management team, a compelling set of integrated solutions, a
plan for growth, and a commitment to return to profitability. We now address a much
larger market than we did a year ago, providing healthcare facilities worldwide with
improved solutions that offer patient safety and efficiency benefits along the continuum
of care, from the nursing floors and the pharmacy all the way to the patient’s bedside.
We thank our stockholders, customers, employees, and partners for your continued
confidence in Omnicell.
Sincerely,

Randall A. Lipps Chairman, President and, Chief Executive Officer
Randall A. Lipps

The statements in this annual report regarding the future introduction of new products and applications, the
addition of new customers, the timing of these events, and other statements regarding future events or expectations are forward-looking statements. We have attempted to identify these forward-looking statements with
words such as ”will,“ “believe,” “intend,” “plan,” “hope,” “anticipate,” and other similar words. Actual results
may differ materially as a result of risks and uncertainties, including, without limitation, volume of transactions
for medical products and development of relationships with suppliers of healthcare products and services,
automation systems, and group purchasing organizations, as well as those risks set forth in our Annual Report
on Form 10-K filed with the Securities and Exchange Commission and included in this annual report.

Gary E. Wright

Dennis P. Wolf
Chairman, President, and
Chief Executive Officer

Executive Vice President of
Operations, Finance, and
Administration and Chief
Financial Officer

Executive Vice President
of Sales, Marketing, and
Field Operations
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BOARD OF DIRECTORS
Randall A. Lipps
Founder, Chairman of the Board,
President, and Chief Executive Officer
Omnicell, Inc.
Charles J. Barnett
Senior Vice President of
the Central and Southern States Operating Group
Ascension Health
Frederick J. Dotzler (2)
Managing Director
DeNovo Ventures
Christopher J. Dunn (2)
M.D., F.C.C.P.
Benjamin A. Horowitz
President and Chief Executive Officer
Opsware Inc.

EXECUTIVE STAFF
Kevin L. Roberg (1)
General Partner
Delphi Ventures

Randall A. Lipps*
Founder, Chairman of the Board,
President, and Chief Executive Officer

John D. Stobo (1)
General Partner
ABS Capital Partners

Dennis P. Wolf*
Executive Vice President of Operations,
Finance, and Administration
and Chief Financial Officer

William H. Younger, Jr. (1) (2)
Managing Director
Sutter Hill Ventures

(1) Member of the Audit Committee
(2) Member of the Compensation Committee

Gary E. Wright*
Executive Vice President of Sales, Marketing,
and Field Operations

John D. Higham*
Senior Vice President of Marketing
Chusak Siripocanont
Senior Vice President of Engineering,
Manufacturing, and Quality
* Executive Officers of Omnicell under Section 16
of the Securities Exchange Act of 1934, as amended.
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TRANSFER AGENT

Investor Relations
For further information about the company,
additional copies of this report, Forms 10-K
and 10-Q, or other published corporate
information, contact:

EquiServe Trust Company
150 Royall Street
Canton, MA 02021
(781) 575-3400

Investor Relations
Omnicell, Inc.
1101 East Meadow Drive
Palo Alto, CA 94303
(800) 850-6664
You may also contact us by sending an
e-mail to info@omnicell.com or by visiting the
Investor Relations section of the company’s
Web site at www.omnicell.com.

Independent Auditors
Ernst & Young LLP
San Jose, CA
Legal Counsel
Cooley Godward LLP
Palo Alto, CA
Notice of Annual Meeting
May 21, 2003, 4:00 PM Pacific
Omnicell, Inc.
Corporate Headquarters
1101 East Meadow Drive
Palo Alto, CA 94303

Omnicell 2002 Annual Report

ABOUT OMNICELL
Omnicell is a leading provider of patient safety solutions for healthcare. Improving
patient care by enhancing operational efficiency, Omnicell’s solutions include systems
for physician order management, automated pharmacy retrieval, medication and
supply dispensing, and nursing workflow automation at the bedside. These solutions
enable healthcare facilities to reduce medication errors, operate more efficiently, and
decrease costs—ultimately contributing to improved clinical and financial outcomes.

OMNICELL, OMNICELL.COM, OMNICENTER, OMNIRX, OMNISUPPLIER, DECISIONCENTER, and SURE-MED are trademarks or registered
trademarks of Omnicell, Inc. in the United States and Internationally. All other trademarks and trade names are the property of their respective holders.
Copyright © 2003, Omnicell, Inc. All rights reserved.

