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Letter to Stockholders

The year to May 31, 2002, was another record year for ICON in terms of sales, operating
profits and earnings per share. However, that is now history. Your focus is this year and
beyond. We share your focus and believe ICON can deliver another year of strong growth
in fiscal 2003.

This confidence is against a background where financial market analysts and investors are
concerned that the current pressures on the sales of the major pharmaceutical companies,
partly due to patent expiries and partly to pipeline gaps, will lead to less opportunities for
CROs. Similarly, they worry that depressed public financing markets will stifle the growth

of biotech companies and the development of biotech compounds. And they are also
concerned that mergers among large pharmaceutical companies may cause some short-term
disruption in the marketplace for CRO services. All of these are, of course, potential risks, but
we believe that the market's assessment of these risks is overly pessimistic. There are several

reasons why we have this belief:

m Pressures on sales and patent expiries are not new phenomena, yet pharmaceutical
research and development spending, in aggregate has continued to grow at 8%-10%
per annum over the last 20 years. This spending is incurred to develop the products and
product labelling enhancements, which will generate sales 2-10 years hence. To cut such
spending (especially clinical development) would be equivalent to conceding defeat in the
battle to grow sales in the years ahead, at a time of unprecedented advances in drug
discovery and development technologies. While individual companies may temporarily

economise, the overall trend, we believe, will remain strongly positive.

= While the public markets are inhospitable places for fund raising at present, the $40bn
raised by biotech and specialty companies in 1999/2000 will take a considerable time
to work its way through the system, by which time the markets are likely to be more

receptive, especially when some of the newly financed products become successful.

m Mergers have been a continuing feature of the biopharmaceutical landscape for many
years. ICON has safely navigated these waters before. It is true that some mergers led
to a temporary slow down in decision-making at the merged company, but general
market strength enabled ICON to develop other opportunities at such times. Hence,
we have been able to grow our sales at a compound rate of 42% over the last 5 years,
even through the mergers of Sandoz/Ciba-Geigy, Astra/Zeneca, Hoechst/RPR,

Sanofi/Synthelabo, Glaxo/Wellcome/Smithkline, Pfizer/Warner Lambert, and others.

Of course, such issues would be of concern if overall development pipelines were weak, but

this does not appear to be the case

- The largest pre-clinical testing units in the world are all reporting very strong business

flows and are expanding capacity.
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- Phase | organisations, with whom we have a number of contacts, are reporting higher than

normal business flows.

- ICON continues to experience very strong request for proposal (RFP) flows, and new

business wins.

- As we respond to these strong business flows, we continue to find the labour market for
experienced clinical research staff very competitive. If the market were not strong, such staff

would be more freely available.

These factors give us continuing confidence in both the near term and long term strength of

the markets we serve and hence in our ability to continue to grow strongly.

A further engine for growth for ICON is the continuing trend towards consolidation of their
service provider base by our clients. The creation of specialist outsourcing groups within
pharmaceutical companies has led to a rationalisation of outsourcing policy and a consequent
reduction in the number of CROs that individual companies will work with. For example, one
mid-sized company recently reviewed their outsourcing activities and discovered they were
working with 42 CROs. Following that review, they decided to reduce this to 6. This type of
consolidation is now common and is a catalyst for market share growth for the larger, more
established CROs, such as ICON.

Over the last number of years we have explained our simple and successful growth strategy to
you and this remains unchanged. We continue to focus on serving our clients well, on growing
our business with them, on leveraging our reputation by adding new clients, on expanding
further the breadth or our therapeutic expertise, on opening new locations when operations
justify it and on seeking acquisitions, which will add new services or enhance existing ones.
While we did not succeed in making any such acquisitions in fiscal 2002, we were, however,
very active in evaluating opportunities and were disappointed not to have completed one during
the year. We hope that fiscal 2003 will see us bring one or two of these opportunities to a

successful conclusion.

Nonetheless, organic growth is our core strategy and to have grown by 35% in the year, without
any acquisitions, was very satisfying and attests to the underlying strength of the market and the

significant opportunity it presents for those CROs focused on delivering first class service.

As we move forward into our new fiscal year, we want to acknowledge the tremendous
contribution of our dedicated staff to our past success and future prospects. We have
confidence that, together with them, we can continue the development of ICON into the best

CRO in our industry.
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Statements made in the Annual Report that are not descriptions of historical fact may be forward-looking statements that
are subject to risks and uncertainties. ICON’s actual results could differ materially from those currently anticipated due
to a number of factors including, but not limited to, those identified in Form F-1 and Form 20-F as filed with the SEC.
All references to historical financial information are based on US accounting principles.



