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Shareholder Letter

I joined Covance in 1996 with a vision that our company would play a significant role in transforming the drug

development industry. A relentless focus on the execution of that compelling vision has driven growth, innovation,

change, and success for our stakeholders. This exciting evolution of our company and our industry inspires me,

along with my colleagues around the world, to start every day with the same energy and passion that we brought with

us on Day One. At Covance, every challenge is different, and every day brings exciting new opportunities as well as

the promise of a longer, healthier life for millions of patients around the world.

Over the past decade, Covance has undergone significant
transformation, being viewed today not as a transactional
arm for the pharmaceutical industry but as a strategic partner
in helping our clients bring new drugs to market. Yet one
thing has remained constant — the commitment of our
people. As a service company, Covance is only as good as
our last data point. Behind every data point is a Covance
employee, in any one of 60 countries, who takes pride in
getting it right, on schedule, every time. Our employee
retention rate, which remains well above the industry average,
reflects this dedication to both the vision of our company

and the success of our clients.

While every year has had its share of challenges, the past few
have been particularly tough for parts of our industry. OQur
key pharmaceutical clients struggled with patent, pipeline,
and regulatory issues, while the world faced economic uncer-

tainty. We persevered, continually testing our strategies, our

ANNUALIZED PROFIT
IMPROVEMENT

BOTHN

YEARS OF
SIX SIGMA
RUGRAMS

PROCESS EXCELLENCE

structure, and our resolve. Looking back, 2012 was a pivotal
year for our company. We took decisive actions that strength-

ened the company and pOSitiOI]Cd us to drive (’ZQI‘IlngS gf(’)Wt’h.

We reduced our preclinical capacity to match market demand,
closing our facility in Chandler, Arizona, and reducing our
Miinster, Germany, site by one-third. We closed under-
performing early-clinical sites in Basel, Switzerland, and
Honolulu, Hawaii. We also substantially reduced our over-
head and corporate cost structure to reflect market conditions.
In total, we expect to realize about $45 million of annualized

profit improvement from these actions.

In addition, we intensified our focus on our commercial
efforts, adding more salespeople, sharpening our process
and sales targeting, and increasing the involvement of our
scientific, medical, and business leaders in our client devel-
opment. These investments are paying off, as our commercial
team delivered record adjusted net orders of $2.9 billion,
which represents an adjusted book~to-bill of 1.32 to 1 for

the year.

. With more than 10 years as a Six Sigma company, Covance ha
developed a Process Excellence mindset, Today, more than 400
employees are certified with Green Belt, Black Belt, nr‘ Master :&léqcki
Belt status. This year, we directed 300 Process Excellence pmiects‘. ”
We also identified aﬁnualized profit improvements of $45 million.
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Finally;we substant
technology investments. We rolled out the first phase of our
Clinteal Trial Management System and Electronic Trial
Master File tool sets. These upgrades to our clinical systems
will atornate many manual labor-intensive processes wi th a
set of highly efficient, integrated electronic tools. These

miprovernents will provide our operational tearns with better
data analysis and reporting tools, and faster access to infor-

mation that will ultimately help our clients through advanced

visibility into eritical operational data,

I addition, our data center consolidation, new central labo-
ratories managemient system, and new workplace tools for
improving productivity and connectivity for employees are all
well underway, aind we expect these investments to pay back
in speed, maintenance savings, and tncreased productivity
beginning in 2013 and more substantially in 2014, These
strategic advances will help Covance continue to build our

informatics capabilities. We have one of the largest reposi-

tories of valuable drug development information in the
world. Already a key differentiator for Covance, we expect
our propriety knowledgebase to generate significant incre-

mental business op pmmmtc s in the future.

Over the years, Covance has re-balanced our service offerings
to reflect the R&D spending of our clients, which is more
heavily weighted to late-stage development. In 2012,
Covance’s Late-Stage Development segment represented
more than 60 percent of revenue and 75 percent of segment
operating income. Within the Late-Stage Development
segment, both our clinical development and our central
laboratory services exceeded our revenue, operating margin,
and orders expectations in 2012, and continued to take market
share. We believe the market for carly development services
has stabilized; these services remain important to providing our

clients with the full spectrum of drug development services.

INVESTIGATORS

 XGELLERATE"



| LATE-STAGE DEVELOPMENT

COMPOUNDS

COMMITTED TO PEOPLE, PROCESS, AND GLIENTS

As always, Covance’s primary focus is our foundational
strategy of Operational & Service Excellence: People, Process,
and Clients. In support of our People strategy, this year we
joined an elite group of companies earning Gold Standard
accreditation as a member of the CEO Roundtable on
Cancer, a group of public companies committed to promoting
healthy living among employees. This year, we expanded our
employee volunteerism through the Covance Charitable
Foundation by helping to provide healthcare to more
than a thousand underinsured in Dallas, Texas. We also
announced that we are continuing our long-standing rela-
tionship with CARE to support their program for maternal

health in Nepal.

Covance and Covance people are also committed to making
the drug development process more efficient. This year, our
teams worked on more than 300 Process Excellence projects,
capturing millions of dollars in savings and improving cost,

quality, and value for our clients.

As the drug development company of choice, we believe we
help our clients develop a molecule from late discovery through

proof-of-concept faster and more cost-effectively than any

of our competitors. Working with our vast informatics
capabilities and a process excellence mindset, Covance
outperforms the competition, ranking “most preferred”in

several independent surveys of clients and investigators.

Our partnerships with Sanofi and Eli Lilly also continue to
evolve and expand, and we have enhanced our relationships
with companies like Takeda and Bayer Healthcare. The
trend for outsourcing research and development clearly
continues as our clients look to reduce their fixed-cost
structures and opt for greater flexibility. Now on the back side
of the largest patent cliff in history, the biopharmaceutical
industry is better positioned to launch new products out of
their pipelines. We've seen evidence of promising new drugs
tor a broad range of therapeutic areas, including cardiovas-
cular, neuroscience, metabolic disorders, inflammation, and

oncology.

Covance employees around the globe stand ready to respond
to our clients’ needs and projects. We have taken the right
actions and are making investments to sustain our long-
term growth and profitability. I am confident that Covance
will deliver results that will raise the bar, achieving our vision
of being recognized by clients as the undisputed leader in

drug development services.

Joe Herring,
Chairman and Chief Executive Officer




Financial Highlights
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COVANGE LOCATIONS WORLDWIDE

FORM 10-K
A copy of the Form 10-K filed by the Company with the
Securities and Exchange Commission (SEC) for 2012

may be obtained without charge upon written request to
Covance Inc., 210 Carnegie Center, Princeton, New Jersey
08540-6233. Copies of the Company’s Annual Report

on Form 10-K, Quarterly Reports on Form 10-Q, and
other investor materials are all available on our web site

{www.covance.com].

CORPORATE OFFIGE
Covance Inc.

210 Carnegie Center
Princeton, NJ 08540-6233

TEL 609.452.4440
Fi) 609.452.9375

WWW.Lovance.com

[NVESTOR RELATIONS
Covance Inc.

Attn: Investor Relations
210 Carnegie Center
Princeton, NJ 08540-6233
TEL 609.452.4440

FAX 609.951.0856

EMAIL

investors@covance.com

TRANSFER AGENT AND
REGISTRAR
Computershare Trust
Company N.A.

250 Royall Street
Canton, MA 02021

TEL 312.360.5270

WWW, computer sh Are.com

STOGK LISTING

New York Stock Exchange
(NYSE)

Symbol: CVD
INDEPENDENT AUDITORS

Ernst & Young LLP
Metropark, NJ
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