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Susan Kilsby (58) 
Chairman
Appointed: September 1, 2011

Susan served as an independent Non-Executive 
Director prior to her appointment as Chairman 
on April 29, 2014.

Skills & experience: Susan brings to her role 
extensive M&A and finance experience having 
enjoyed a distinguished global career in 
investment banking. She held senior positions 
with The First Boston Corporation, Bankers 
Trust, Barclays de Zoete Wedd and most 
recently Credit Suisse where she was Chairman 
of the EMEA Mergers & Acquisitions team until 
2009 and a part-time senior advisor until 2014. 
Susan is also a former Director of Keurig Green 
Mountain, Inc., L’Occitane International S.A. 
and Coca-Cola HBC AG. She holds a BA in 
Economics and a MBA.

Key appointments: BBA Aviation plc (Non-
Executive Director), Goldman Sachs International 
(Non-Executive Director) and Fortune Brands 
Home & Security, Inc. (Non-Executive Director).

Flemming Ornskov, MD (59) 
Chief Executive Officer
Appointed: January 2, 2013

Flemming served as Chief Executive Officer 
Designate prior to his appointment as Chief 
Executive Officer on April 30, 2013.

Skills & experience: Flemming brings to his role 
his operational and medical knowledge and his 
extensive international, strategic and operational 
experience in the pharmaceutical sector. He 
formerly held the position of Non-Executive 
Chairman of Evotec AG and was Non-Executive 
Director of PCI Biotech Holding ASA. From 2010 
to 2012 he was Chief Marketing Officer and 
Global Head, Strategic Marketing for General 
and Speciality Medicine at Bayer. From 2008 
to 2010 Flemming served as Global President, 
Pharmaceuticals and OTC at Bausch & Lomb, 
Inc. He also served as Chairman, and later 
as President and Chief Executive Officer, of 
Life-Cycle Pharma A/S from 2006 to 2008, 
and as President and Chief Executive Officer 
of Ikaria, Inc. from 2005 to 2006. Earlier in his 
pharmaceutical career Flemming held roles of 
increasing responsibility at Merck & Co., Inc. and 
Novartis AG, following a distinguished period 
spent in hospitals and academic medicine. 
Flemming received his MD from the University 
of Copenhagen, MBA from INSEAD and Master 
of Public Health from Harvard University.

Key appointments: Swiss-American Chamber 
of Commerce (Non-Executive Director).

Jeffrey Poulton (49) 
Chief Financial Officer
Appointed: April 29, 2015

Jeffrey “Jeff” served as Interim Chief Financial 
Officer from January 1, 2015, prior to his 
appointment as Chief Financial Officer.

Skills & experience: Jeff brings to the Board his 
financial, commercial and strategic acumen. 
Since joining Shire in 2003 he has held 
leadership positions in finance supporting the 
Neuroscience, Gastrointestinal and Rare 
Diseases business units as well as the positions 
of Interim Chief Financial Officer and Head of 
Investor Relations. In addition, Jeff oversaw the 
operations of the Rare Diseases business unit in 
North America, Latin America and Asia Pacific, 
as well as leading the integration of the 
legacy-Viropharma rare disease products into 
the Shire portfolio. Prior to joining Shire, Jeff 
spent time at Cinergy Corp. and PPG Industries 
in a variety of corporate finance and business 
development roles, in addition to serving as a 
commissioned officer in the U.S. Navy. He 
received a Bachelor of Arts in Economics from 
Duke University and a Master of Business 
Administration in Finance from the Kelly School 
of Business at Indiana University.

Board committee appointments
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Dominic Blakemore (47)  
Non-Executive Director
Appointed: January 1, 2014

Skills & experience: Dominic brings 
to the Board his strategic and financial 
experience. He holds the position of Executive 
Director and Group Chief Operating Officer, 
Europe at Compass Group PLC, having 
previously served as Chief Financial Officer. 
He has also held the positions of Chief Financial 
Officer at Iglo Foods Group and European 
Finance & Strategy Director, Corporate Finance 
Director, and Group Financial Controller at 
Cadbury plc. Earlier in his career Dominic 
worked at PricewaterhouseCoopers where 
he advised pharmaceutical sector clients.

Key appointments: Compass Group PLC 
(Executive Director and Group Chief Operating 
Officer, Europe) and Academic Council of 
University College London (Member).

Olivier Bohuon (58) 
Non-Executive Director
Appointed: July 1, 2015

Skills & experience: Olivier brings to the Board 
his extensive international business and 
leadership experience gained through roles held 
in pharmaceutical and healthcare companies 
across Europe, the Middle East and the U.S. He 
currently holds the position of Chief Executive 
Officer at Smith & Nephew plc, having previously 
served as Chief Executive Officer and President 
of Pierre Fabre Group and as President of Abbott 
Pharmaceuticals; a division of U.S.-based Abbott 
Laboratories. Olivier also held diverse 
commercial leadership positions at 
GlaxoSmithKline and its predecessor companies 
in France. He has an MBA from HEC Paris 
School of Management and a doctorate in 
Pharmacy from the University of Paris.

Key appointments: Smith & Nephew plc 
(Chief Executive Officer), Biotech Promise 
(Non-Executive Director) and Virbac SA 
(Non-Executive Director).

William Burns (69) 
Senior Independent Director
Appointed: March 15, 2010

Skills & experience: William “Bill” brings to the 
Board extensive international R&D, commercial, 
business development and operational 
experience in the pharmaceutical sector. He 
worked for Roche from 1986 until 2009; most 
recently holding the position of CEO of its 
pharmaceuticals division and serving as a 
member of the Roche Group Corporate 
Executive Committee. Bill is a former Non-
Executive Director of Roche Holding AG and 
Chugai Pharmaceutical Co, Ltd, and former 
Chairman of Biotie Therapies Corp. Bill holds 
a BA (Hons) in Business Economics from the 
University of Strathclyde.

Key appointments: Mesoblast Limited (Vice 
Chairman), Vestergaard Frandsen (Vice Chairman), 
Wellcome Trust (Governor and Trustee), Institute 
of Cancer Research (Trustee) and University of 
Cologne/Bonn Center for Integrated Oncology 
(Scientific Advisory Board Member).

R
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A

Ian Clark (56) 
Non-Executive Director
Appointed: January 3, 2017

Skills & experience: Ian brings to the Board his 
extensive leadership and biotechnology sector 
experience. Ian served as Chief Executive Officer 
and Director of Genentech Inc. (part of the 
Roche Group) and Head of North American 
Commercial Operations for Roche until 2016. 
From 2003 to 2010 he held the positions of Head 
of Global Product Strategy and Chief Marketing 
Officer, Executive Vice President — Commercial 
Operations and Senior Vice President and 
General Manager — BioOncology at Genentech. 
Prior to this Ian was appointed President of 
Novartis Canada, having previously served as 
Chief Operating Officer for Novartis United 
Kingdom. He also held various sales and 
marketing roles at Sanofi and Ivax. Ian holds a 
Bachelor’s degree in Biological Sciences from 
the University of Southampton.

Key appointments: TerraVia Holdings Inc. 
(Non-Executive Director), Agios Pharmaceuticals, 
Inc. (Non-Executive Director), Corvus 
Pharmaceuticals, Inc. (Non-Executive Director), 
Kite Pharma, Inc. (Non-Executive Director) and 
Gladstone Institute (Member).

Gail Fosler (69) 
Non-Executive Director
Appointed: June 3, 2016

Skills & experience: Gail brings to the Board her 
commercial, public policy and economics 
experience. She is President of The GailFosler 
Group LLC, a strategic advisory service for 
global business leaders and public policy 
makers, which she has led since 2010. Prior to 
this, Gail spent over 20 years at The Conference 
Board where she served as President and 
Trustee, Executive Vice President and Chief 
Economist. Gail is a former Director of Baxter 
International, Inc., Baxalta, Inc., Swiss 
Reinsurance America Corporation and 
Caterpillar, Inc. She holds a Master of Business 
Administration degree in Finance from New York 
University and a Bachelor of Arts Degree in 
Economics from the University of Southern 
California.

Key appointments: The GailFosler Group LLC 
(President) and Deschner Corporation (Non-
Executive Director and Chair).

Steven Gillis, PhD (63) 
Non-Executive Director 
Appointed: October 1, 2012

Skills & experience: Steven brings to the Board 
his extensive technical and scientific knowledge 
and commercial experience. He is currently a 
Managing Director at ARCH Venture Partners; a 
provider of venture capital for technology firms. 
Prior to this Steven was a founder and Director of 
Corixa Corporation, acquired by GlaxoSmithKline 
in 2005, and before that a founder and Director 
of Immunex Corporation. An immunologist by 
training Steven has authored more than 300 
peer-reviewed publications in the areas of 
molecular and tumor immunology. He is credited 
as being a pioneer in the field of cytokines and 
cytokine receptors, directing the development of 
multiple marketed products including Leukine, 
(GM-CSF), Prokine (IL-2) and Enbrel (soluble TNF 
receptor-Fc fusion protein) as well as the 
regulatory approval of Bexxar (radiolabeled 
anti-CD20) and the novel vaccine adjuvant, MPL. 
Steven received his BA from Williams College 
and his PhD from Dartmouth College.

Key appointments: ARCH Venture Partners 
(Managing Director), Pulmatrix, Inc. (Non-
Executive Director), PhaseRx Inc. (Chairman and 
Non-Executive Director) and VBI Vaccines Inc. 
(Chairman and Non-Executive Director).
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Board of Directors continued
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Anne Minto OBE (63) 
Non-Executive Director
Appointed: June 16, 2010

Skills & experience: Anne brings to the Board 
her extensive legal, commercial and 
remuneration experience. She held the position 
of Group Director, Human Resources at Centrica 
plc from 2002 to 2011 and was a member of the 
Centrica Executive Committee. Her extensive 
business career includes senior management 
roles at Shell UK, the position of Deputy 
Director-General of the Engineering Employers’ 
Federation and the position of Group Director 
Human Resources at Smiths Group plc. She is 
also a former Director of Northumbrian Water plc 
and SITA UK. Anne holds a Law degree, a 
postgraduate diploma in Human Resources and 
is a qualified lawyer. She is also a Fellow of the 
Chartered Institute of Personnel & Development, 
the Royal Society of Arts and the London City 
and Guilds, and is a member of the Law Society 
of Scotland.

Key appointments: Tate & Lyle PLC (Non-
Executive Director), ExlService Holdings, Inc. 
(Non-Executive Director), University of Aberdeen 
Court (Non-Executive Director) and University of 
Aberdeen Development Trust (Vice Chairman 
and Trustee).

Albert Stroucken (69) 
Non-Executive Director
Appointed: June 3, 2016

Skills & experience: Albert “Al” brings to the 
Board his manufacturing, commercial and 
international experience. He served as Executive 
Chairman of Owens-Illinois, Inc. until 2016, 
having served as Chairman, President and Chief 
Executive Officer from 2006 until 2015. From 
1998 to 2006 Al held the position of President 
and Chief Executive Officer of H.B. Fuller 
Company, adding the role of Chairman in 1999. 
He served as General Manager of the Inorganics 
division of Bayer AG from 1997 to 1998, serving 
as Executive Vice President and President of the 
Industrial Chemicals division of Bayer Corporation 
from 1992 to 1997. Al served as a Non-Executive 
Director of Baxalta Incorporated until 2016.

Key appointments: Baxter International, Inc. 
(Non-Executive Director).

N

S

David Ginsburg, MD (64) 
Non-Executive Director
Appointed: June 16, 2010

Skills & experience: David brings to the Board 
his clinical medical experience in internal 
medicine, hematology-oncology and medical 
genetics, as well as his extensive basic 
biomedical laboratory research expertise. David 
obtained his BA at Yale University, MD at Duke 
University and completed his medical and 
research training at Harvard Medical School. 
David is the recipient of numerous honors and 
awards, including election to membership at 
the National Academy of Sciences, the National 
Academy of Medicine and the American 
Academy of Arts and Sciences.

Key appointments: University of Michigan 
(James V. Neel Distinguished University 
Professor of Internal Medicine, Human Genetics 
and Pediatrics) and Howard Hughes Medical 
Institute (Investigator).

N

A

Sara Mathew (61) 
Non-Executive Director
Appointed: September 1, 2015

Skills & experience: Sara brings to the Board 
her financial, strategic and technological 
experience having held various corporate 
leadership roles. She served as Chairman, 
President and Chief Executive Officer of Dun & 
Bradstreet, Inc. until 2013, having spent 12 years 
at the company. Prior to this, Sara worked for 
18 years at Procter & Gamble where she held 
a variety of global finance and management 
positions including Vice President, Finance, 
Australia, Asia and India. She is also a former 
Non-Executive Director of Avon Products, Inc. 
Sara received her MBA from Xavier University, 
her Accounting degree from the Institute of Cost 
& Works Accountants and her Bachelor’s degree 
in Physics, Mathematics and Chemistry from 
the University of Madras.

Key appointments: Campbell Soup Company 
(Non-Executive Director) and Freddie Mac 
(Non-Executive Director).

David Kappler (69) 
Former Deputy Chairman and Senior 
Independent Director
Appointment: April 5, 2004 — April 28, 2016

David was appointed Senior Independent 
Director in July 2007 and Deputy Chairman in 
June 2008.

Skills & experience: David brought to the Board 
his extensive knowledge and experience in 
financial reporting, risk management and internal 
financial controls. He served on the Board of 
InterContinental Hotels Group plc until 2014, 
was Chairman of Premier Foods plc until 2010 
and held directorships at Camelot Group plc 
and HMV Group plc. David retired from Cadbury 
Schweppes plc in 2004 after serving as Chief 
Financial Officer since 1995. He worked for the 
Cadbury Schweppes Group between 1965 
and 1984 and re-joined the company in 1989 
following its acquisition of the Trebor Group, 
where he was Financial Director. David is a 
Fellow of the Chartered Institute of 
Management Accountants.

Key appointments: Flybe Group plc 
(Non-Executive Director).
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Ginger Gregory, PhD (49) 
Chief Human Resources Officer
Appointed: March 1, 2014

Ginger joined Shire in 2014 and serves as Chief 
Human Resources Officer. She was previously 
Chief Human Resources Officer at Dunkin’ 
Brands Group, Inc. prior to which she held 
various roles at Novartis, Novo Nordisk and 
Bristol-Myers Squibb Company. Ginger holds a 
PhD in Industrial Organizational Psychology from 
The George Washington University.

Kim Stratton (54) 
Head of International Commercial
Appointed: July 1, 2016

Kim joined Shire in 2013 and is Head of 
International Commercial. She was previously 
Global Head of Group Country Management & 
External Affairs for Novartis. Prior to that, Kim 
held various roles of increasing responsibility at 
Novartis, Bristol Myers Squibb and AstraZeneca. 
She qualified as a State Registered Nurse at the 
Royal North Shore Hospital.

Perry Sternberg (48) 
Head of U.S. Commercial
Appointed: June 3, 2016

Perry joined Shire in 2013 and is Head of U.S. 
Commercial. He was previously Vice President 
& General Manager, U.S. & Canada 
Pharmaceuticals at Bausch & Lomb. Prior 
to that, Perry held various roles at Novartis 
Ophthalmics, Novartis Pharmaceuticals and 
Merck & Co., Inc. He holds a Bachelor’s degree 
in Animal Bioscience from Pennsylvania 
State University. 

Matt Walker, BSCHE (53) 
Head of Technical Operations
Appointed: June 3, 2016

Matt joined Shire in 2016 and is Head of 
Technical Operations. Previously he worked at 
Pfizer for over 20 years in engineering and 
operations roles within the supply organization 
— his last two positions being Operations Lead 
for Sterile Injectables and Operations Lead for 
Biologics/Vaccines. Prior to Pfizer, Matt worked 
as a Project Director for John Brown Engineering 
and Construction. He holds a Bachelor’s degree 
in Chemical Engineering from Tufts University.

Bill Mordan (47) 
General Counsel and Company Secretary
Appointed: October 1, 2015

Bill joined Shire in 2015 and serves as General 
Counsel and Company Secretary. He previously 
served as General Counsel and Company 
Secretary at Reckitt Benckiser Group plc in the 
UK, prior to which he held various roles at 
Procter & Gamble in the U.S., Mexico and Brazil. 
Earlier in his career, Bill served as a clerk in the 
U.S. Court of Appeals for the Sixth Circuit. He 
holds a Juris Doctor degree from the University 
of North Carolina.

Philip Vickers, PhD (57) 
Head of Research and Development
Appointed: March 1, 2014

Philip joined Shire in 2010 and is Head of 
Research and Development. He previously led 
Research and Development for Shire’s Rare 
Diseases Business Unit, prior to which he held 
various roles at Resolvyx Pharmaceuticals, 
Boehringer Ingelheim Pharmaceuticals, Pfizer 
and Merck & Co. He holds a PhD in Biochemistry 
from the University of Toronto.

Flemming Ornskov, MD (59) 
Chief Executive Officer
Appointed: January 2, 2013

For biographical details, see page 66.

Jeffrey Poulton (49) 
Chief Financial Officer
Appointed: January 1, 2015

For biographical details, see page 66.

Executive Committee
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Chairman’s  
governance statement

Governance

Effective corporate governance is central 
to Shire’s foundation as the leading global 
biotechnology company focused on rare 
diseases. It underpins all that we do, from 
the oversight and guidance provided by the 
Board, to management’s implementation 
of strategy, to the individual and collective 
accomplishments of our valued employees 
worldwide. Effective corporate governance 
enables us to do the right thing, in the 
right way.

In a year of transformation for Shire, the 
maintenance of our high standards of 
corporate governance has been a priority 
for the Board. Over the last 12 months, my 
fellow Directors and I have reviewed and 
refreshed many of the key policies and 
frameworks that support the Company’s 
effective operation. In addition, we have 
overseen management’s continued 
integration of Baxalta, confirming that the 
combined strategic initiatives of the new, 
larger company are consistent with Shire’s 
focus on growth, innovation, efficiency 
and people. 

Aligned with these corporate priorities, the 
Board has sought to ensure it remains an 
effective steward for a dynamic and 
high-performing business that operates in a 
fast-paced and competitive global market. 
During the past year, the Board conducted 
an internal evaluation to consider the skills, 
experience and diversity of its members 
and the infrastructure of its operation. 
We assessed the Board’s performance 
supporting the business and refined our 
succession planning for Directors and 
management alike. Further details on the 
Board performance evaluation can be 
found on pages 73 to 74. 

Contributing to the Board’s knowledge and 
experience were the appointments of Gail 
Fosler and Albert Stroucken as new 
Non-Executive Directors. Both Gail and 
Al served as Directors of Baxalta prior to 
its acquisition by Shire and bring with them 
a valuable understanding of its operations 
and governance structure. In addition, 
we recently appointed Ian Clark as a third 
new Non-Executive Director. Following 
his retirement as CEO of Genentech, 
Ian brings an in-depth knowledge of 
the biotechnology sector and strong 
operational experience. Together, these 
appointments leave the Board well-
positioned to guide the Company and 
support management in the ongoing 
execution of our strategy. 

Looking ahead to 2017, the Board will 
continue to engage with shareholders 
and other stakeholders on key corporate 
priorities. Our focus remains on ensuring 
that Shire meets its commitment to 
shareholders: to execute our growth 
strategy, deliver efficient performance 
and develop effective therapies for the 
patients we serve, all while creating 
shareholder value.

Susan Kilsby 
Chairman

Effective corporate 
governance — 
enabling Shire to 
do the right thing, 
in the right way.

Index to the Governance section
This section sets out Shire’s 
governance structure and seeks to 
demonstrate how the main principles 
of the UK Corporate Governance 
Code (the “Governance Code”) were 
applied throughout the financial year 
ended December 31, 2016. The 
Board is of the opinion that, during 
this period, the Company complied 
with the provisions of the 
Governance Code. Published by 
the Financial Reporting Council, 
the Governance Code is publicly 
available at www.frc.org.uk. This 
section is comprised of the following 
sub-sections:

Board of Directors 66

Executive Committee 69

Chairman’s governance  
statement 70

Board governance 71

Directors’ remuneration report 82

Additional statutory information 115

Directors’ responsibilities  
statement 118
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Board  
governance
Leadership
Role of the Board
The principal purpose of the Board is to 
provide leadership to the Company in a 
manner that promotes its long-term 
success, creating sustainable value for the 
benefit of shareholders and other 
stakeholders. The Board is responsible for 
determining the Group’s strategy as well as 
overseeing its implementation by 
management. In doing so, the Board works 
closely with management to ensure that a 
culture of integrity, responsibility and 
patient focus exists throughout the 
organization. In addition, the Board has 
oversight of all material matters impacting 
the Company and its operations including 
key policies, significant financial matters 
and M&A activity, risk management and 
succession planning.

Division of responsibilities 
The Board comprises the Chairman, 10 
other Non-Executive Directors, the Chief 
Executive Officer and the Chief Financial 
Officer. The Chief Executive Officer, 
together with the Executive Committee, is 
responsible for business operations. The 

Non-Executive Directors are charged with 
exercising independent judgment during 
Board deliberations and ensuring effective 
performance and delivery of strategy by 
management. 

The Chairman, Senior Independent Director 
and Chief Executive Officer have distinctly 
different roles which are defined in writing 
and approved by the Board. These are 
summarized as follows:

Chairman
The Chairman’s primary responsibility is to 
provide leadership to the Board, ensuring 
its effective operation. This is achieved in 
part through the promotion of an open and 
engaged culture that facilitates constructive 
dialogue both with management and in 
executive sessions of the Board. The 
Chairman is also responsible for ensuring 
effective communications between the 
Board and shareholders.

Senior Independent Director 
The Senior Independent Director is 
responsible for providing a sounding board 
for the Chairman and for serving as a 

Key considerations
The principal considerations of the Board during the year were:

Strategy
• Transactional and integration 

developments relating to the combination 
with Baxalta, creating the leading global 
biotechnology company focused on 
rare diseases 

• The Company’s strategy and long 
range plan

• Material M&A and in-licensing 
transactions, including completion of 
the Dyax acquisition and related 
integration activity 

• Clinical programs development updates, 
launch activity for key products 
(including XIIDRA) and ongoing 
commercial development

• Litigation updates, including the agreed 
settlement with the U.S. Department 
of Justice concerning our former 
Dermagraft business

• Ongoing group financing arrangements 
including the refinancing of external debt 
through the issuance of senior notes 

• Developments to the global operating 
environment including BREXIT, the 
U.S. presidential election and other 
macro events

Operations
• Ongoing property portfolio rationalization 

including focused commercial and 
manufacturing investment in Ireland, 
including commitment to a new, state-of- 
the-art biologics manufacturing facility

• The Company’s compassionate use 
program and related policy development

• Global digital capabilities, systems 
compatibility and integration

• Ongoing monitoring and review of 
the Company’s principal risks, risk 
management and internal control systems 

• The Company’s ongoing performance 
against budget 

Governance 
• Ongoing investor feedback, with there 

being a high level of engagement 
regarding M&A transactions and 
executive remuneration 

• The Company’s full-year and half-year 
results, quarterly earnings releases, key 
financial reports and earnings guidance 

• Board performance, effectiveness and 
succession planning including induction 
and training initiatives 

• Senior management succession and 
talent assessment

• Key policies and frameworks, including 
the Delegation of Authority matrix, Board 
Diversity Policy and Code of Ethics

trusted intermediary for the other Directors. 
In addition, the Senior Independent Director 
is responsible for leading meetings of the 
Non-Executive Directors in the absence of 
the Chairman and for consulting with 
shareholders when communication with the 
Chairman or Chief Executive Officer would 
be inappropriate. 

Chief Executive Officer
The principal responsibility of the Chief 
Executive Officer is to manage Shire’s 
day-to-day business. Having regard for the 
strategy, risk profile, objectives and policies 
set forth by the Board and its committees, 
the Chief Executive Officer is accountable 
to the Board for the development of the 
Company and its operations.

Full details of these roles and 
responsibilities can be found on the 
Company’s website.
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Board operation 
During the year the Board met frequently in order to discharge its duties. Six scheduled 
Board meetings took place during 2016 of which five were held over two-day periods 
alongside Board committee meetings. In addition, five ad hoc meetings were held 
principally to consider M&A activity and other strategic matters.

Board member1

Date of
appointment 

Scheduled
meeting

attendance 

Ad hoc
meeting

attendance2

Susan Kilsby3 September 1, 2011 6(6) 5(5)
Flemming Ornskov January 2, 2013 6(6) 5(5)
Jeffrey Poulton April 29, 2015 6(6) 5(5)
William Burns4 March 15, 2010 6(6) 4(5)
Dominic Blakemore January 1, 2014 6(6) 5(5)
Olivier Bohuon5 July 1, 2015 5(6) 4(5)
Gail Fosler June 3, 2016 4(4) 3(3)
Steven Gillis October 1, 2012 6(6) 5(5)
David Ginsburg June 16, 2010 6(6) 5(5)
Sara Mathew September 1, 2015 6(6) 4(5)
Anne Minto June 16, 2010 6(6) 4(5)
Albert Stroucken June 3, 2016 4(4) 3(3)
David Kappler April 5, 2004 — April 28, 2016 2(2) 2(2)

Note: The number in brackets denotes the number of meetings that Committee members were eligible 
to attend.

1. Ian Clark was appointed as a member of the Board on January 3, 2017.
2. Ad hoc meetings are those that fell outside of the usual Board calendar and were timed to facilitate 

maximum possible attendance.
3. Susan Kilsby served as an independent Non-Executive Director prior to her appointment as Chairman 

on April 29, 2014.
4. William Burns served as a Non-Executive Director prior to his appointment as Senior Independent 

Director on April 28, 2016.
5. Olivier Bohuon was absent from one scheduled meeting due to illness.

Only members of the Board are entitled 
to attend Board meetings, however, 
during the year members from the 
following internal Group functions 
attended by invitation:

• Finance
• Legal and Company Secretariat 
• Corporate Development
• Human Resources
• Research and Development
• Global Compliance and Risk 

Management
• Communications and Public Affairs
• Investor Relations
• International Commercial
• U.S. Commercial
• Technical Operations

External professional advisors also 
attended meetings when necessary. During 
scheduled Board meetings it is customary 
for the Non-Executive Directors to meet at 
least once without Executive Directors or 
management present, following which a 
meeting of the Non-Executive Directors led 
by the Senior Independent Director is held 
in the absence of the Chairman. Matters 
considered by the Board are those 
reserved for its judgment and decision, 

core behaviors and therefore to the 
execution of its strategy. The Board is 
committed to ensuring that the Company 
operates in accordance with the highest 
standards of governance in order to 
promote its success for the benefit of 
all stakeholders.

Diversity
The Board recognizes the inherent value of 
diversity at all levels within the Group and 
strives to foster an inclusive and respectful 
professional culture. During the year the 
Board reviewed its Diversity Policy and 
considered many of the related published 
reports and recommendations. Moreover, 
as part of the wider integration effort 
relating to the Baxalta acquisition, the 
Board and members of management 
took the opportunity to reinforce Shire’s 
commitment to people of all backgrounds, 
irrespective of race, gender or sexual 
orientation. It is a core belief of Shire’s 
leadership that an inclusive workforce 
brings a wealth of ideas, innovation and 
drive that in turn contributes to the 
Company’s ability to anticipate, and adapt 
to, ongoing changes in its operating 
environment.

Shire’s Board Diversity Policy 
acknowledges that the Company, its 
shareholders and other stakeholders are 
best served by a Board diverse in skill, 
experience, background, gender and 
ethnicity. The principles of the policy are 
taken into account by both the Board and 
the Nomination & Governance Committee 
in their consideration of potential Board 
members, consistent with the Group’s 
focus on diversity. Additional disclosure 
relating to diversity within Shire is made 
on pages 38 to 39.

Independence
The Board has reviewed the independence 
of the Non-Executive Directors, other than 
the Chairman, in accordance with the 
factors set forth for consideration in the 
Governance Code and determined that 
everyone seeking election or re-election 
continues to be independent in character 
and judgment. In addition, the Board 
regards each of its members as possessing 
the skills, knowledge and experience 
necessary for it to function effectively. 
Board members’ biographical information 
can be found on pages 66 to 68.

Appointments
The Board may appoint any individual as 
a Director either to fill a vacancy or as an 
additional member of the Board. The 
process for new appointments is led by 
the Nomination & Governance Committee 

as defined in the Board Reserve Powers, 
although wider matters are considered by 
the Board as circumstances require. 
The Board Reserve Powers are available 
on the Company’s website. 

At the start of the year the Chairman, 
her fellow Directors and the Company 
Secretary agree a forward-looking 
schedule of matters to be considered by 
the Board and its committees, with specific 
updates made throughout the year as 
required. The Chairman is also supported 
by the Company Secretary and 
management in ensuring that all necessary 
information is provided to the Board in a 
timely manner, and that sufficient time is 
made available at meetings for the 
consideration of individual agenda items. 
Open and balanced discussion is 
encouraged with a view to achieving 
resolution by consensus, however, if 
consensus is not possible then decisions 
are to be taken by majority vote, with the 
Chairman having a casting vote in the case 
of an equality of votes.

Effectiveness 
Effective stewardship is integral to the 
development and promotion of the 
Company’s purpose, culture, values and 
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(procedural details are available on page 
80) which ultimately makes a 
recommendation to the Board.

Appointments may be made by the Board 
at any time subject to subsequent election 
and annual re-election by the Company’s 
shareholders. All Directors are seeking 
election or re-election at the Annual General 
Meeting to be held on April 25, 2017. At this 
meeting Non-Executive Director terms of 
appointment and Executive Director service 
contracts will be made available for 
inspection by shareholders. 

Commitment 
Prior to appointment, Non-Executive 
Directors are required to disclose to the 
Board their other significant commitments. 
This enables an assessment of their 
capacity to commit sufficient time to 
effectively discharge their anticipated duties 
and responsibilities. Each Non-Executive 
Director keeps the Board informed of any 
changes to their other significant 
commitments. As part of the 2016 Board 
performance evaluation, it was determined 
that each of the Directors demonstrated 
continued effective performance and 
commitment to their role. 

Conflicts of interest
Directors are required to notify the Board 
before accepting any appointment, or 
taking any action, which may give rise to a 
conflict of interest or a potential conflict of 
interest (together a “conflict”), or on 
becoming aware of a conflict. Upon 
notification, the Board will consider whether 
to authorize a given conflict and, if so, set 
any terms and conditions to which the 
authorization shall be subject. These may 
include the relevant Director being 
requested to abstain from the related 
decision and/or discussion. In the event of 
a material change to the facts and/or 
circumstances relating to an authorized 
conflict, the Director concerned is required 
to notify the Nomination & Governance 
Committee. Authorized conflicts are 
reviewed annually, and at such other times 
as is necessary, by the Nomination & 
Governance Committee which then reports 
on its findings to the Board. Details on 
Directors’ interests in transactions can be 
found on page 115.

Induction and development 
Upon appointment to the Board all 
Directors undergo a formal induction 
program tailored to their individual skills, 
knowledge and experience. The purpose 
of such a program is to facilitate each 
Director’s familiarization with the 
Company’s business, strategy and 

governance structure, as well as their 
own duties and responsibilities. Induction 
activities undertaken during the year are 
as follows:

Non-Executive Directors
As newly appointed Board members, Gail 
Fosler and Albert Stroucken have each 
undertaken induction meetings with 
members of Shire’s Executive Committee 
and other members of management. 
Both Directors participated in an 
orientation visit to Shire’s International 
Headquarters in Zug, focusing on the 
Group’s international commercial 
operations and global product strategy. 
In addition, Ms. Fosler and Mr. Stroucken 
received briefings on Shire’s research and 
development activities, tax strategy and 
U.S. commercial operations, as well as on 
the duties and responsibilities associated 
with being a director of a global, listed 
company. Further induction activities will be 
made available to both Directors.

In addition to undergoing an initial 
induction, on an annual basis each Director 
discusses with the Chairman their individual 
development requirements with a view to 
ensuring their skills, knowledge and 
experience are regularly refreshed, and that 
their familiarity with the Company’s 
business is maintained. A standing 
schedule of training topics enables 
Directors to undertake, as required, 
detailed development initiatives focused on 
matters specific to the Company and its 
operating environment.

Information and support 
The Chairman, in collaboration with the 
Company Secretary and management, is 
responsible for ensuring that Board 
members are provided at all times with the 
information necessary for them to 
effectively discharge their duties and 
responsibilities. Before decisions are taken 
at Board meetings, consideration is had as 
to the adequacy of the information available 
to the Board, enabling the deferral of 
decision making if necessary. Directors 
may seek clarification, additional 
information or professional advice 
necessary to the fulfillment of their duties 
and responsibilities from across the 
business, from the Company Secretary or 
from independent sources at the 
Company’s expense.

In addition, the Chairman, supported by the 
Company Secretary, ensures that effective 
channels of communication exist between 
the Board, its committees and the 
Company’s management.

Board performance evaluation 
Progress against points of focus 
from 2015 
During 2015, the Board undertook an 
externally facilitated performance 
evaluation. In considering the results of that 
evaluation and how effectiveness might be 
improved, the Board agreed that, during 
2016, greater focus would be placed on:

• improving the structure and content of 
Board papers and presentations

• developing the Board’s agendas, 
objectives and priorities 

• enhancing induction and development 
programs for Directors

To this end, during the year the Board, in 
conjunction with members of management, 
sought to refine the underlying Board 
support infrastructure, as well as enhance 
efficiency and streamline processes that 
underpin the Board’s operation. A common 
standard for Board papers and 
presentations was introduced to help 
ensure the Board receives clear and 
balanced information that is sufficient in 
detail to enable it to make informed 
decisions. Moreover, greater emphasis was 
placed on time management during 
meetings to maximize productivity. The 
Chairman, committee chairmen and 
members of management routinely set 
aside time to undertake forward-looking 
reviews of Shire’s operating environment 
with a view to ensuring that matters put 
forward for the Board’s consideration were 
timely and those most deserving of its 
attention. In addition, efforts were made to 
enhance the training materials available to 
new and existing Directors with focus 
placed on areas of operational and strategic 
importance to Shire as well as on the duties 
and responsibilities that accompany being a 
Director of a public company. 

2016 procedure, conclusions and 
points of focus 
The 2016 Board performance evaluation 
was undertaken internally, led by the 
Chairman with the support of the Company 
Secretary, and covered the performance of 
the Board, its committees and members. 
The evaluation was conducted in 
accordance with the principles of the 
Governance Code and comprised: 

• Directors each completing a 
performance and effectiveness 
questionnaire with responses aggregated 
on a non-attributable basis and shared 
with the Board 

• the Chairman meeting with each 
Non-Executive Director to discuss 
individual performance, training needs 
and overall Board effectiveness
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• the Chairman leading a performance 
evaluation and effectiveness review with 
the Board based on the aggregated 
questionnaire responses and individual 
Director feedback 

• the Chairman of each Board committee 
holding similar performance and 
effectiveness discussions with each of 
their committee members

• the Senior Independent Director soliciting 
the views of fellow Directors with respect 
to the performance of the Chairman and 
providing her with feedback regarding 
the same

The review included consideration of the 
time and information made available to the 
Board in its assessment of strategy, risk 
management and internal control, 
governance and the integrity of the financial 
statements. The review also included 
succession planning at the Board and 
management level as well as the collective 
skill and experience of the Board that 
together contribute to the effective 
discharge of its responsibilities. 

The overall conclusion drawn from the 
evaluation is that the Board performs to a 
high standard, demonstrating strength in 
sector-related knowledge and 
understanding. The skills and experience of 
individual directors are such that the Board 
is well-equipped to manage the 
complexities associated with leading a 
global, specialized organization in a 
fast-paced and ever-changing competitive 
market-environment. Furthermore, the 
Board’s culture is one of positive 
engagement that supports open and 
constructive discussion and that has 
contributed to the establishment of strong 
links among the Directors and with 
management. The Chairman and 
committee chairmen are considered 
effective leaders, with individual Directors 
demonstrating commitment and 
preparedness as well as a willingness to 
understand the views of shareholders and 
other stakeholders. In pursuit of optimal 
effectiveness, the following areas were 
recommended for Board focus during the 
forthcoming year:

• the approach taken to reviewing 
corporate strategy and how this might be 
enhanced

• a continued focus on succession 
planning for both management and 
Non-Executive Directors

Accountability
Risk management and internal control
The Board is responsible for Shire’s risk 
management and internal control systems 
which include the processes for identifying, 
evaluating and managing the principal risks 
faced by the Company. These systems are 
developed alongside the Company’s 
strategy and in accordance with applicable 
regulatory guidelines including the Internal 
Control — Integrated Framework 2013, 
issued by the Committee of Sponsoring 
Organizations of the Treadway Commission 
(“COSO Framework”), and the Financial 
Reporting Council’s Guidance on Risk 
Management, Internal Control and Related 
Financial and Business Reporting. Shire’s 
risk management and internal control 
framework has been in place for the 
duration of the financial year covered by, 
and to the date of the approval of, this 
Annual Report.

Risk management and internal controls 
relating to financial reporting
The Group’s internal control program 
related to financial reporting (“ICPFR”) is 
aligned with the COSO Framework. It 
comprises a combination of manual, 
automated, preventative and detective 
controls, as well as underlying IT controls 
for key financial systems, which are 
documented, tested and reported on 
throughout the year. The ICPFR takes into 
account key policies such as the Financial 
Controller’s Manual and the Delegation of 
Authority matrix, as well as pervasive 
entity level controls including those relating 
to integrity and ethical values, adherence 
to codes of conduct and the Board’s 
oversight of internal control and organizational 
structure. In addition, on an annual basis 
the Internal Audit function develops and 
executes a risk-based audit plan covering 
areas of financial, compliance and 
operational risk across the various Group 
functions and geographic locations. 
Results of these audits, together with 
results of ICPFR testing, are regularly 
reviewed by the Audit, Compliance & Risk 
(“ACR”) Committee which, along with 
management, assesses the ongoing 
effectiveness of the ICPFR against the 
COSO Framework. Furthermore, an 
established process of escalation enables 
the ACR Committee and the Board to 
review material matters on a timely basis as 
they arise. As part of the integration efforts 
relating to the acquisition of Baxalta, 
management has commenced the 
harmonization of risk management and 
internal control systems across the 
enlarged Group. These efforts will continue 
into 2017. 

Monitoring and review
The Board, supported by the ACR 
Committee, is responsible for the ongoing 
monitoring and review of the Company’s 
risk management and internal control 
systems. At the start of the year the Board 
determines how this will be achieved, 
including agreeing a scheduled monitoring 
program and identifying those aspects that 
will be overseen, on its behalf, by the ACR 
Committee. In addition, the Board ensures 
that considerations of risk feature within 
its wider discussions including those 
concerning the Company’s business 
model and strategy. Together, this allows 
for reflection on the determination, 
identification, assessment and mitigation 
of the Company’s principal risks, enabling 
the Board to continually evaluate whether 
the risk management and internal control 
systems remain appropriate. In anticipation 
of completion of the Baxalta acquisition, 
the Board took into consideration risk 
management and internal controls 
implementation, effectiveness and 
integration as part of its wider pre-transaction 
due diligence. In addition, following 
completion of the acquisition on June 3, 
2016, specific audit and assurance activities 
were undertaken with respect to the 
legacy-Baxalta organization, with its 
principal business risks and risk management 
systems factored into Shire’s biannual 
Enterprise Risk Management program 
and Enterprise Risk Assessment. 

In addition to its ongoing appraisal, the 
Board is responsible for undertaking an 
annual review of the effectiveness of the 
Company’s risk management and internal 
control systems. This is achieved through 
dedicated discussion during which key factors 
related to the Company’s risk management 
and internal control regime are considered. 
Typically, these include its operation and 
integration, management’s oversight and 
related reporting, risk appetite and culture 
as well as any other aspects pertinent to 
the affairs of the Company. Moreover, drawing 
on its more-regular discussions and feedback 
from the ACR Committee, the Board reflects 
on key matters that have arisen during the 
year and the Company’s ability to respond 
appropriately to internal and external 
developments as they arise. Together, this 
enables the Board to evaluate the principal 
features of the risk management and internal 
control systems, consider their composition 
relative to Shire’s strategic direction and 
draw conclusions as to their overall 
effectiveness. Following its review in 
respect of the 2016 financial year and the 
period up to the approval of this Annual 
Report, the Board neither identified, nor 
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was advised of, any deficiencies within the 
Company’s risk management and internal 
control systems that were considered material 
to the Group as a whole. Further details on 
Shire’s risk management framework can be 
found on pages 54 to 55.

Going concern
The Directors’ Report (covering pages 2 to 
118) includes the following information 
relating to the Group:

• financial position including cash flows, 
liquidity position and borrowing facilities

• business activities together with factors 
likely to affect future development, 
performance and financial position

• objectives, policies and processes for 
managing capital

• financial risk management objectives
• details of hedging activity and exposures 

to credit and liquidity risk

Details of the Group’s financial instruments 
are disclosed in Note 16 to the consolidated 
financial statements. The Directors have 
a reasonable expectation that the Group 
has adequate resources to continue in 
operational existence for the foreseeable 
future. Thus, they consider it appropriate 
to adopt the going concern basis of 
accounting in preparing the annual 
financial statements. 

Ongoing viability
On an annual basis the Company 
undertakes a long-range planning exercise 
(the “LRP”) as part of its strategic review. 
The LRP includes the evaluation of key 
sensitivities and scenarios that relate to 
certain of the Company’s principal risks 
and uncertainties (as outlined on pages 54 
to 65) with a view to determining their 
potential impact on the Company’s financial 
position, ability to deliver on strategy and, 
ultimately, its viability. The scenarios 
considered during the year included 
increased pricing pressure, lower market 
share for key products, generic competition 
and the failure of key pipeline programs. 
The LRP also considers the Company’s 
future cash flows and funding 
requirements, including the ability to repay 
outstanding debt obligations and 
maintaining compliance with ongoing loan 
covenants. Analysis of the LRP in 
conjunction with the Board’s robust 
assessment of principal risks, including the 
realistic availability and likely effectiveness 
of mitigating actions, underpins the Group’s 
planning processes and contributes to the 
determination and implementation of the 
Company’s strategy. 

For the purpose of assessing ongoing 
viability the Board considered the 
Company’s prospects over a four-year 
period, consistent with the relative focus 

within the LRP as well as brand and 
business planning horizons. The Board also 
keeps the Company’s solvency and liquidity 
under review through regular reporting from 
the ACR Committee, management and 
from the Group’s external auditor. The 
Board continually evaluates the assurance 
it receives and considers the impact of 
significant projects, strategic developments 
and other significant commitments on the 
Company’s risk profile and ultimately its 
ongoing viability. Having regard to the 
strategic review (including the LRP) and the 
Company’s principal risks and 
uncertainties, the Board has a reasonable 
expectation that the Company will be able 
to continue in operation and meet its 
liabilities as they fall due over the four-year 
period of its assessment.

Relations with shareholders
The Board is committed to maintaining 
open and constructive dialog with 
shareholders, helping to ensure a common 
understanding of strategic objectives, 
matters of governance and of the 
Company’s performance. The principal 
points of contact for major shareholders 
are the Chairman, Chief Executive Officer, 
Chief Financial Officer and the Company’s 
Investor Relations team, with the views of 
investors communicated to the Board as a 
whole. During the year the Group engaged 
with shareholders through the media below:

Relations with shareholders

Meetings with shareholders The Chairman, Chief Executive Officer, Chief Financial Officer and members of management engaged with many of 
Shire’s major shareholders to receive views on matters material to the Company and its operations. Such matters 
included the combination with Baxalta, the Company’s strategy, financial targets and executive remuneration.

Healthcare conferences Representatives of the Company engaged with shareholders and potential investors at many conferences held 
throughout the year at which presentations and other reference materials were made available.

Investor day Shire hosted an investor day in New York on November 10, 2016, at which its commercial portfolio and innovative R&D 
pipeline, including late-stage clinical portfolio highlights, were showcased, supporting Shire’s long-term growth aspirations.

Results announcements and 
presentations

The Company communicated its performance to shareholders and analysts through quarterly financial results 
announcements, each accompanied by an explanatory webcast and Q&A session provided by the Chief Executive 
Officer and the Chief Financial Officer.

Financial reporting The Company published half and full-year reports and filed quarterly Form 10-Qs and an annual Form 10-K in accordance 
with obligations arising from its listing on the London Stock Exchange, New York Stock Exchange and the NASDAQ 
Global Select Market.

Annual General Meeting and General 
Meeting

The Company’s Annual General Meeting was held in Dublin on April 28, 2016. Shareholders were invited to attend and 
vote on resolutions and also to meet with members of the Board. In addition, on May 27, 2016, the Company held a 
General Meeting at which shareholders were able to cast their votes in respect of the then-proposed combination with 
Baxalta, and other related matters.

Website The Company’s website (www.shire.com) provides information about the Group and is regularly updated with corporate 
and regulatory news, IR events, broker forecasts and other information related to the Company’s operations. 

Investor relations The Group’s Investor Relations department regularly responds to shareholder communications through its dedicated 
inbox: InvestorRelations@shire.com

Corporate responsibility reports 
and engagement

The Company’s website has a dedicated “Responsibility” section where Shire’s Annual Responsibility Review is posted 
along with regular updates on programs, policies and activities.

Digital application Shire’s IR Briefcase application is regularly updated with news and presentations and provides access to the 
Company’s latest Annual Report.
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Audit, Compliance & 
Risk Committee

Dominic Blakemore
Committee Chairman

Membership and meetings 
As at the year end the Audit, Compliance & 
Risk Committee comprised five 
independent Non-Executive Directors, each 
chosen for their knowledge and experience 
of financial matters, financial reporting, risk 
management and internal control. The 
Board is satisfied that at least one member 
of the Committee has recent and relevant 
financial experience in accordance with the 
requirements of the Governance Code.

Committee member
Date of

appointment
Meeting

attendance

Dominic Blakemore1 Jan 1, 2014 5(5)
Gail Fosler Jun 7, 2016 3(3)
Steven Gillis2 Dec 3, 2014 5(5)
Sara Mathew Sept 1, 2015 5(5)
Albert Stroucken Jun 7, 2016 3(3)

David Kappler
Apr 5, 2004

— Apr 28, 2016 2(2)

Note: The number in brackets denotes the number 
of meetings that Committee members were eligible 
to attend.

1. Dominic Blakemore served as a member of the 
Committee prior to his appointment as 
Committee Chairman on April 29, 2014.

2. Steven Gillis served as an interim member of the 
Committee prior to his appointment on 
December 3, 2015.

Committee meetings held during the year 
typically coincided with key dates in the 
Group’s financial reporting cycle. At the 
invitation of the Committee Chairman, 
regular additional meeting attendees 
included the Chairman of the Board and 
other Non-Executive Directors, the Chief 
Executive Officer, Chief Financial Officer, 
external audit partner and members from 
the following internal Group functions:

• Finance
• Global Compliance and Risk 

Management
• Legal and Company Secretariat

To facilitate open and unreserved 
discussion, it is the Committee’s practice to 
set aside time for its private deliberation, 
with time also reserved for private 
discussion with each of the Group’s 
external audit partner, Head of Internal 
Audit and Chief Compliance and Risk 
Officer.

Role of the Committee 
The purpose of the Committee is to 
oversee Shire’s accounting and financial 
reporting processes, the audits of its 
financial statements and the effectiveness 
of the Company’s risk management and 
internal control framework. In doing so, the 
Committee’s principal duties are to:

• monitor the integrity of the financial 
reports and statements of the Group 
and, where requested by the Board, 
advise on whether, taken as a whole, the 
Annual Report and Accounts is fair, 
balanced and understandable 

• make recommendations to the Board on 
matters relating to the appointment of the 
external auditor, to determine and agree 
the scope of the external audit 
engagement and to consider findings 
and recommendations arising from the 
external audit process

• monitor and review the integrity and 
effectiveness of the Group’s internal 
financial controls and internal control and 
risk management systems

• review the Group’s strategy for the 
management of key corporate and 
financial risks

• review the status of the Group’s 
compliance program to ensure 
adherence to applicable legal and 
regulatory standards and to the Group’s 
internal policies

In addition, the Committee is authorized to 
investigate any activity included within its 
terms of reference and is responsible for 
the resolution of any disagreement 
between management and the Group’s 
external auditor regarding financial 
reporting matters. The Committee is also 
permitted to seek any information it 
requires from any employee of the Group, 
and any external professional advice at the 
Company’s expense, necessary to the 
fulfillment of its duties.

Key considerations related to the 
financial statements 
The preparation of financial statements 
requires management to make estimates, 
judgments and assumptions that affect the 
reported amounts of assets, liabilities and 
equity at the date of the financial 

Board of Directors

Audit, Compliance & Risk Committee

Executive Committee

Remuneration Committee

Science & Technology Committee

Nomination & Governance 
Committee

Board committees 
To ensure effective oversight and control 
over the Group’s operations, the Board has 
constituted the Audit, Compliance & Risk 
Committee, the Remuneration Committee, 
the Nomination & Governance Committee, 
the Science & Technology Committee and 
the Executive Committee, each of which 
has been delegated specific authorities. The 
Board committees’ terms of reference, 
which are subject to annual review and 
approval by the Board, are available on the 
Company’s website, with further detail as to 
their operation and activities presented in 
the following reports.

Board governance continued

76 Shire Annual Report 2016



statements, and reported amounts of 
revenues and expenses during the 
reporting period. On an ongoing basis, the 
Committee reviews and critiques the critical 
accounting estimates, judgments and 
methodologies applied by management. 
The Committee’s review considers reports 
and discussions with management and 
Deloitte LLP, the Company’s external 
auditor, with the objective of confirming that 
the estimates, judgments and assumptions 
of management were reasonable and 
appropriately applied.

The significant issues considered by the 
Committee during the year in relation to the 
financial statements were:

Purchase accounting related to the 
acquisition of Baxalta and Dyax
• the valuation of acquired intangible assets
• the valuation of acquired inventory and 

the alignment of inventory accounting 
policies between Shire and Baxalta

• accounting for the termination of 
collaboration agreements

• recoverability of the accounts receivable, 
and alignment of Baxalta’s accounting 
practice for sales deductions and rebates 
to Shire’s practice 

• the valuation of the assumed Baxalta 
pension obligations

• the valuation of the assumed Baxalta 
senior notes

• the subsequent adjustments to 
preliminary acquisition fair values

Further information is available in Note 4 to 
the consolidated financial statements. 

Revenue recognition
• the amount of sales deductions and 

rebates recorded as liabilities on the 
balance sheet

• the assumptions related to the return 
rates for new product launches, most 
notably those related to XIIDRA

Further information is available in Note 3 to 
the consolidated financial statements. 

Legal contingencies
• the amount and timing of legal reserves, 

most notably the settlement with the 
U.S. Department of Justice regarding 
our former Dermagraft business

• the nature, timing and content of the 
information disclosed in the Company’s 
notes to its financial statements

Further information is available in Note 26 
to the consolidated financial statements.

Tax-related matters
• the amount and timing of tax provisions 

related to ongoing operations
• the amount and timing of deferred 

tax accounting matters related to 
the purchase accounting for Baxalta

• the nature of tax exposures related 
to the Baxalta acquisition 

Further information is available in Notes 3, 
22 and 24 to the consolidated 
financial statements.

After due challenge and debate the 
Committee concluded that, in all of the 
aforementioned areas, the estimates, 
judgments and assumptions of 
management were reasonable and 
appropriately applied. Furthermore, as 
each of the areas was a prime source of 
audit focus, Deloitte LLP provided related 
detailed reporting to the Committee.

In addition to assessing the critical 
accounting estimates and key judgments 
applied by management, the Committee 
reviewed and supported the disclosures 
within the Group’s 2015 full-year and 2016 
quarterly results announcements and 
related financial reports.

Committee activities 
In addition to the key considerations 
outlined above, the Committee’s activities 
during the year included:

Financial reporting
• reviewing the Company’s full-year and 

half-year results, quarterly earnings 
releases, key financial reports and 
earnings guidance

• reviewing the Group’s updated Non GAAP 
policy, which incorporated guidance 
issued by the European Securities and 
Markets Authority, and the application 
of the policy including with respect to 
integration and acquisition costs 

• reviewing tax matters impacting the Group

External audit
• reviewing quarterly updates provided by 

the external auditor encompassing key 
areas of judgment and risk, audit 
planning, governance updates and other 
business-related matters 

• reviewing the 2015 audit and the initial 
review of the external auditor’s 
performance and effectiveness during 
the 2016 financial year, including a review 
of management’s assessment of the 
performance and effectiveness of the 
external auditor 

• reviewing and approving the 2016 Audit 
Plan and audit fee 

• assessing the objectivity and 
independence of the external auditor

Additional matters
• assessing the impact of the integration 

of the legacy Baxalta business on 
management’s ability to undertake 
ongoing duties in a timely and 
effective manner 

• reviewing compliance and audit updates 
from the Chief Compliance and Risk 
Officer and the Head of Internal Audit 

• considering the renewal terms of the 
Group’s insurance program

• reviewing the Group’s treasury policies 
and ongoing treasury activities 

• assessing the Group’s financing 
arrangements including the issuance of 
senior notes 

• assessing the Group’s foreign exchange 
exposure and hedging strategy

• maintaining oversight of the Group’s 
internal audit program

• assessing the Group’s principal risks and 
the associated mitigation strategy

External audit 
Independence and objectivity 
The Committee recognizes both the need 
for an objective and independent external 
auditor and how such objectivity and 
independence might be, or appear, 
compromised through the provision of 
non-audit services. Accordingly, the 
Committee oversees an established policy 
on the provision of non-audit services by 
the external auditor with a view to 
safeguarding these core attributes. The 
policy, which was updated during the year 
to reflect guidance published by the 
Financial Reporting Council, provides that, 
amongst other things, the auditor must not 
provide a service which:

• creates a mutuality of interest 
• places the auditor in a position where 

they would audit their own work
• results in the auditor acting as a manager 

or employee of the Company
• positions the auditor in the role of 

advocate for the Company

In addition, the policy prescribes services 
which the external auditor is explicitly 
prohibited from providing, and those the 
provision of which has been pre-approved 
by the Committee subject to individual and 
aggregate monetary limits. All proposed 
services falling outside of the scope of the 
policy, or the monetary limits contained 
therein, must receive pre-approval from 
the Committee or from its Chairman 
subject to Committee approval at its next 
scheduled meeting. 
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Fees relating to non-audit services provided 
by the external auditor to the Company in 
2016 totaled $20.2 million (2015: $4.4 
million). Nearly all of these fees ($19.8 
million) relate to the continuation of projects 
already underway at Baxalta prior to its 
combination with the Company, and the 
reporting accountant’s services provided to 
the Company in connection with the 
combination with Baxalta. Fees incurred in 
2015 principally related to the reporting 
accountant’s services provided in 
connection with the combination with 
Baxalta. Further details on the breakdown 
of non-audit fees paid or due to the external 
auditor as a result of services provided 
during 2016 can be found in Note 30 to the 
consolidated financial statements.

The Committee was satisfied throughout 
the year that the objectivity and 
independence of Deloitte LLP was not 
impaired. In forming this view, the 
Committee considered the non-audit 
services provided by Deloitte LLP that 
increased in 2016 as a result of the 
acquisition of Baxalta. In particular, the 
Committee noted that:

• the acquisition of Baxalta was a Class 1 
transaction pursuant to the Listing Rules 
of the UK Listing Authority. To support 
the transaction and facilitate regulatory 
reporting, the Committee approved the 
provision of certain services by Deloitte 
LLP that would ordinarily be provided by 
the external auditor in its capacity as 
reporting accountant; and

• as part of its own independent process 
prior to its acquisition by Shire, Baxalta 
had selected Deloitte LLP to provide 
consulting services related to certain 
strategic projects. In order to manage 
transition risk, the Committee approved 
the continuation of certain of these 
pre-existing services. All necessary 
adjustments to the services to ensure 
auditor independence were made in 
advance of the acquisition closing. The 
Committee and Deloitte LLP considered 
the need for additional safeguards and, 
once these had been identified, the 
Committee was satisfied that they were 
appropriately implemented. As approved 
by the Committee, a certain level of 
permitted consulting and advisory 
services relating to one of these strategic 
projects will continue to be provided by 
Deloitte LLP during 2017. It is intended 
that these services will substantially 
cease by the end of that year.

Further factors identified as contributing to 
Deloitte LLP’s objectivity and independence 
as external auditor include its impartial and 
questioning approach, particularly with 
respect to issues of heightened sensitivity, 
the firm’s prudent attitude to the consideration 
and undertaking of non-audit services and 
Shire’s own policy of not recruiting staff directly 
from the external audit engagement team.

During the year the Committee met with the 
external auditor to consider independence 
and objectivity, ensuring that the relationship 
between the external auditor and members 
of management had not resulted, or 
appeared to result, in a lack of independence 
or objectivity. The Committee considers 
that, during 2016, the external auditor was 
sufficiently robust in dealings with members 
of management and that, in their absence, 
the external auditor was transparent and 
decisive in dealings with the Committee.

Effectiveness 
The Committee recognizes the importance 
of having a high-caliber audit and, as such, 
undertakes an annual assessment of the 
effectiveness of the external audit process. 
As part of its evaluation, the Committee 
drew upon a survey of members of financial 
management which measured the external 
auditor’s performance against 
predetermined “critical success factors” 
which were designed to facilitate continuing 
and measurable improvement in the 
effectiveness of the external audit process. 
The Committee concluded that the “critical 
success factors” had been substantially 
met and that there existed a constructive 
working relationship between the external 
auditor and members of management. 
Moreover, the Committee determined that 
the audit process was sufficiently robust, 
with the external auditor demonstrating 
continued commitment to the performance 
of high-quality audit work. Areas of 
development were identified and 
communicated to the external audit firm 
which in turn has committed to working 
with management and the Committee in 
addressing these in 2017.

Appointment and tendering 
Deloitte LLP has served as Shire’s external 
auditor since 2002, with the current audit 
partner commencing his appointment in 
2016. Following the review of Deloitte’s 
continued objectivity, independence and 
performance relating to the 2016 financial 
year, and having received an expression of 
willingness to continue in office as external 
auditor, the Committee recommended to 
the Board the re-appointment of Deloitte 
LLP as the Company’s external auditor for 
the 2017 financial year. There existed no 

contractual obligations that inhibited or 
influenced the Committee’s 
recommendation.

In accordance with European and national 
regulation, and the UK corporate 
governance regime, it is the Company’s 
policy that the external audit contract 
be put to tender at least once in every 
ten-year period, with the external audit 
partner rotating on a five-yearly basis. 
Notwithstanding such policy, having regard 
to transitional arrangements regarding 
external audit tendering and rotation 
provided by the relevant regulatory 
authorities, it is the Committee’s intention, 
subject to then-prevailing circumstances, 
to put the external audit contract out to 
tender at a time that would see the 
process complete in 2020. This would 
result with the preferred external audit firm 
being appointed for the 2021 financial year. 
The Committee believes that the proposed 
timing of audit tender is in the best interests 
of shareholders as it stands to afford the 
Company continuity during the forthcoming 
years, particularly given the ongoing 
integration of the legacy Baxalta business. 
It should be noted that, despite the 
Committee’s intention regarding the timing 
of tender, the external auditor is subject to 
ongoing effectiveness review, including with 
respect to the level of the annual audit fees, 
and that the Committee may choose to put 
the external audit contract out to tender at 
any time it considers appropriate. In 
accordance with best practice, the 
Committee confirms voluntary compliance 
with the provisions of the Statutory Audit 
Services for Large Companies Market 
Investigation (Mandatory Use of 
Competitive Tender Processes and Audit 
Committee Responsibilities) Order 2014, as 
published by the UK Competition and 
Markets Authority.

Audit quality review
During the year the Financial Reporting 
Council’s Audit Quality Review team 
reviewed Deloitte LLP’s audit of Shire’s 
2015 financial statements as part of their 
annual inspection of audit firms. The focus 
of the review and their reporting was on 
identifying areas where improvements are 
required rather than highlighting areas 
performed at or above the expected level. 
The Chairman of the Committee received a 
full copy of the findings of the Audit Quality 
Review team and has discussed these with 
Deloitte LLP. The Committee confirms that 
there were no significant areas for 
improvement identified within the report. 
The Committee is also satisfied that there is 
nothing within the report that has a bearing 
on the appointment of the external auditor.

Board governance continued
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Additional matters 
Internal audit 
Internal audit effectiveness is monitored 
and reviewed on an ongoing basis by the 
Committee. The Internal Audit Plan is 
approved annually by the Committee, 
progression against which is reviewed 
quarterly. In addition, periodically the 
Company’s internal audit procedures and 
capabilities undergo an independent 
external assessment against global 
standards, with the ensuing report 
reviewed by the Committee Chairman.

Whistleblowing 
Shire’s compliance effort is focused on the 
prevention and detection of misconduct 
through policy development, training, 
monitoring and audit. As part of this effort, 
Shire employees are encouraged to report 
suspected cases of misconduct, 
confidentially and without fear of retaliation, 
through management or through Shire’s 
Global Compliance Helpline. The helpline, 
the operation of which is overseen by the 
Chief Compliance and Risk Officer, is 
managed by an independent third-party so 
as to preserve anonymity as appropriate. 
Concerns and allegations are thoroughly 
investigated with disciplinary action taken 
where necessary. Periodically, the Chief 
Compliance and Risk Officer provides 
the Committee with a summary of 
matters raised through management 
and the helpline as well as details of 
any resultant investigations.

Nomination & Governance 
Committee

Susan Kilsby
Committee Chairman

Membership and meetings 
As at the year end the Nomination & 
Governance Committee comprised three 
independent Non-Executive Directors and 
the Chairman of the Board.

Committee 
member1

Date of
appointment

Meeting
attendance

Susan Kilsby2 Feb 1, 2014 5(5)
William Burns Jun 27, 2011 5(5)
David Ginsburg Dec 3, 2015 5(5)
Anne Minto Feb 8, 2012 5(5)

David Kappler
Apr 26, 2006

— Apr 28, 2016 2(2)

Note: The number in brackets denotes the number 
of meetings that Committee members were eligible 
to attend.

1. Olivier Bohuon and Sara Mathew were 
appointed as members of the Committee on 
February 15, 2017.

2. Susan Kilsby served as a member of the 
Committee prior to her appointment as 
Committee Chairman on April 28, 2016.

Committee meetings are typically held 
before scheduled meetings of the Board, 
with additional meetings convened as 
required. At the invitation of the Committee 
Chairman, regular additional meeting 
attendees included the Chief Executive 
Officer and members from the Company’s 
Legal and Company Secretariat functions.

Role of the Committee 
The Committee’s responsibilities include:

• reviewing the size and composition of the 
Board and its committees and making 
recommendations to the Board with 
respect to any changes 

• identifying, and nominating for the 
approval of the Board, candidates for 
new Board appointments and making 
recommendations with respect to the 
re-election and reappointment of 
existing Directors 

• reviewing succession planning for 
Executive and Non-Executive Directors 
with a view to ensuring the long-term 
success of the Group 

• making recommendations to the 
Board on matters of governance, 
reputation and political activity affecting 
the Company

• maintaining the policy concerning 
Directors’ conflicts of interest and 
monitoring adherence to that policy

Key considerations and activities 
During the year and up to the date of this 
report, the Committee’s principal 
considerations and activities were:

Baxalta appointments
In anticipation of the Company’s 
combination with Baxalta, early in the year 
the Committee reviewed the professional 
profiles of Baxalta’s Board members with a 
view to identifying those individuals whose 
skills and experience would be of most 
benefit to the Shire Board. A shortlist was 
prepared and selected candidates spoke 
with members of the Committee. Following 
careful consideration, a recommendation 
was made to, and subsequently approved 
by, the Board for Gail Fosler and Albert 
Stroucken to be appointed Non-Executive 
Directors with effect from completion of the 
Company’s acquisition of Baxalta. The 
appointment of serving Baxalta Directors to 
the Shire Board was a condition of the 
merger agreement between the two 
companies. Accordingly, neither an external 
search consultancy nor open advertising 
were used in identifying the prospective 
Board members. 

New Non-Executive Director
In alignment with Shire’s strategy to 
become a leading global biotechnology 
company, and in pursuit of enhancing 
relevant expertise on the Shire Board, 
during the year the Committee commenced 
a search for a new Non-Executive Director 
that would add experience in this area. 
Russell Reynolds Associates, which has no 
other connection with the Company, was 
retained to lead the search. Following an 
extensive review, Ian Clark was appointed 
to the Board on January 3, 2017.

Expansion of Committee 
responsibilities
During the year the Committee considered 
its remit in light of developments to the 
Company’s structure and operating 
environment. Following a review of the 
stewardship requirements of the business, 
the Committee recommended to the Board 
that its responsibilities be expanded to 
encompass matters of a governance and 
reputational nature affecting the Company. 
The Committee’s Terms of Reference were 
subsequently updated to reflect the 
change, which included the responsibility 
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for retaining oversight of the conflicts of 
interest policy applicable to Directors.

Board Diversity Policy 
Committee members participated in the 
wider Board review of Shire’s Board 
Diversity Policy in light of the evolving 
diversity environment and developments in 
practice. Further details on the review, 
including a description of the policy, can be 
found on page 72. In undertaking the 
review, the Committee and the Board 
reaffirmed their commitment to the 
promotion of diversity both in executive and 
non-executive appointments and in 
recruitment practice throughout the Group. 
Further details on diversity within Shire can 
be found on pages 38 to 39.

Board appointments procedure 
Board composition is central to the 
effective leadership of the Group and 
therefore, prior to commencing any search 
for prospective Board members, the 
Committee reflects on the Board’s balance 
of skills and experiences and those that 
would be conducive to the delivery of the 
Company’s strategy. A recommendation is 
then made to the Board in respect of the 
core attributes desired, following which an 
appropriately qualified search firm is 
engaged and informed, amongst other 
things, of the experience, technical skills 
and other capabilities sought, of the time 
commitment required of any appointee and 
of Shire’s Board Diversity Policy. Short-
listed candidates are interviewed by as 
many of the Committee members as is 
feasible, following which any preferred 
candidate meets with other Directors prior 
to a decision being made by the Board.

Science & Technology Committee

Dr. David Ginsburg
Committee Chairman

Membership and meetings 
As at the year end the Science & 
Technology Committee comprised four 
independent Non-Executive Directors. In 
accordance with the Committee’s terms of 
reference, the Board is satisfied that at least 
one Committee member has scientific 
expertise relevant to pharmaceutical 
research and development.

Committee 
member1

Date of
appointment

Meeting
attendance

David Ginsburg Jun 16, 2010 5(5)
Olivier Bohuon2 Jul 1, 2015 4(5)
William Burns Feb 8, 2012 5(5)
Steven Gillis Oct 1, 2012 5(5)

Note: The number in brackets denotes the number 
of meetings that Committee members were eligible 
to attend.

1. Ian Clark was appointed as a member of the 
Committee on February 15, 2017.

2. Olivier Bohuon was absent from one meeting 
due to illness. In addition, Mr. Bohuon stood 
down as a member of the Committee on 
February 15, 2017.

The Committee typically meets before 
scheduled meetings of the Board. At the 
invitation of the Committee Chairman, 
regular additional meeting attendees during 
the year included the Chairman of the 
Board and other Non-Executive Directors, 
the Chief Executive Officer and members of 
the following internal Group functions: 

• Research and Development
• Corporate Development
• Legal and Company Secretariat

Role of the Committee 
The Committee’s principal responsibilities 
are to periodically review and advise the 
Board on the Company’s investment in 
research, development and technology, the 
quality of the R&D pipeline and the quality 
of R&D talent within the Group. In doing so, 
the Committee assesses, and advises the 
Board in respect of:

• the Company’s R&D strategy relating to 
strategically important therapeutic areas

• emerging science and technology issues, 
trends and academic partnerships

• the overall quality and expertise of 
medical and scientific talent within the 
R&D organization 

• the quality and competitiveness of 
the Company’s R&D programs and 
technology initiatives from a scientific 
perspective, including the associated 
risk profile 

• the scientific, technical and medical 
merits of any potential significant R&D 
investments

Key considerations 
The Committee’s principal areas of review 
during the year included:

• the clinical development pipeline and 
the research and non-clinical portfolio, 
including key program updates 

• the R&D budget and productivity of 
the portfolio

• the relevant clinical or material pre-
clinical data identified during due 
diligence relating to material business 
development transactions

• key clinical trial/study data including 
BAX930, SHP607 and SHP465 

• integration activities concerning Dyax 
and Baxalta

• the Company’s compassionate use 
program and related policy development

• ongoing strategy relating to Oncology 

Board governance continued
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Executive Committee

Dr. Flemming Ornskov 
Committee Chairman

Membership and meetings 
Chaired by the Chief Executive Officer, the 
Executive Committee’s membership is 
drawn from Shire’s Executive Directors and 
management. As at the year end the 
Committee comprised the Chief Executive 
Officer, Chief Financial Officer, General 
Counsel and Company Secretary, Head of 
U.S. Commercial, Head of International 
Commercial, Head of Technical Operations, 
Chief Human Resources Officer and the 
Head of Research and Development. 

The Committee typically meets on a 
monthly basis to deliberate significant items 
of business, scheduling additional meetings 
as required. During the year there were 11 
meetings of the Committee, each of which 
was attended by the Chief Executive Officer 
and the Chief Financial Officer. In addition 
to its members, other members of 
management attended Committee meetings 
at the invitation of the Committee Chairman.

Committee 
member Position

Date of
appointment

Flemming 
Ornskov

Chief Executive
Officer Jan 2, 2013

Jeffrey  
Poulton1

Chief Financial
Officer Jan 1, 2015

Ginger  
Gregory

Chief Human
Resources Officer Mar 1, 2014

Bill  
Mordan

General Counsel and
Company Secretary Oct 1, 2015

Perry  
Sternberg

Head of U.S.
Commercial Jun 3, 2016

Kim  
Stratton

Head of International
Commercial Jul 1, 2016

Philip  
Vickers

Head of Research
and Development Mar 1, 2014

Matt  
Walker

Head of Technical
Operations Jun 3, 2016

1. Jeffrey Poulton served as Interim Chief Financial 
Officer and as a member of the Executive 
Committee prior to his appointment as Chief 
Financial Officer on April 29, 2015.

Role of the Committee 
The Committee is charged with managing 
Shire’s business including: 

• ensuring that the Group is run within 
the governance framework agreed by 
the Board 

• making strategic recommendations to 
the Board and implementing the strategy 
approved by the Board 

• considering matters referred from 
management committees that are 
material from a risk, financial, reputational 
or strategic perspective, referring 
decisions to the Board as appropriate

• supervising the preparation of financial 
plans and budgets to be recommended to 
the Board and monitoring the performance 
of the Group’s In-line products and 
Pipeline projects against budget

• managing internal talent and senior 
leadership succession planning and 
directing the Group’s human resources 
approach within parameters agreed with 
the Remuneration Committee, including 
the reward framework

Key considerations 
The Committee’s principal considerations 
during the year included:

• financial and operational matters, 
including budget tracking and product 
performance reviews 

• matters of corporate strategy
• business development opportunities 
• the integration of Baxalta and recognition 

of synergies
• compliance updates from across 

the Group 
• the Company’s risks and associated 

mitigation activities and initiatives 
• updates on material litigation 

and investigations 
• objectives and proposed budget for 2017
• human resource matters including talent 

assessment, talent management 
principles, remuneration policy and 
employee survey results
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Governance

Directors’ remuneration report
Part 1: Annual statement Chairman’s letter

Dear shareholder,

I am pleased to present the Directors’ 
Remuneration Report (“DRR”) for the 
financial year ending December 31, 2016 
— a year of extraordinary change for Shire. 
With the acquisition of Baxalta, Shire is 
now the world’s leading global biotech 
company focused on rare diseases. While 
this acquisition marks an inflection point 
in our Company’s evolution, our journey 
continues. This letter and the subsequent 
content of the Directors’ Remuneration 
Report have been set out to help 
shareholders understand our remuneration 
structure and how it supports Shire’s 
strategy and performance.

During 2016, I have personally spent 
a great deal of time with our largest 
shareholders to encourage a deeper 
dialogue and understanding of their 
perspective. Following the disappointing 
vote on our Remuneration Report at the 
2016 Annual General Meeting (“AGM”), 
it was extremely important to both me 
and the Remuneration Committee (the 
“Committee”) that we understood the 
concerns of those that voted against the 
report last year as we have always enjoyed 
strong support from our shareholders. We 
have consulted fully with shareholders on 
the proposed changes to the incentive 
targets for our in-flight (outstanding) awards 
as a result of the Baxalta acquisition. 
Further details of the decisions taken by 
the Committee in 2016 following these 
shareholder consultations are summarized 
later in this letter. The Committee and 
I found the high level of shareholder 
engagement and insight from these 
conversations extremely helpful as we 
deliberated on key remuneration decisions 
in 2016. We look forward to continuing 
these important conversations during the 

course of 2017 as we enter discussions 
into the triennial renewal of our 
Remuneration Policy.

Within this letter I have set out information 
on our Remuneration Policy and key 
decisions made during the year. This is 
followed by the Annual Report on 
Remuneration on pages 90 to 107, which 
gives full details of how the approved Policy 
was implemented in 2016 and will be 
applied in 2017. For completeness, the key 
parts of our approved Remuneration Policy 
are provided as an appendix to this report. 

A game-changing year
For Shire, 2016 was a truly remarkable year. 
On June 3, 2016, we completed the 
acquisition of Baxalta, creating the world’s 
leading global biotech company focused on 
serving patients with rare diseases. 
Throughout this year of change, our U.S. 
and Swiss-based executive team provided 
exceptional business leadership. As a result 
of their vision, commitment and dedication, 
the combined business has continued to 
deliver value to shareholders during 2016.

The acquisition of Baxalta has transformed 
the scale and reach of Shire’s business. We 
have established the strongest innovative 
clinical pipeline in Shire’s 30-year history. 
We now have roughly 40 programs in the 
clinic, with a significant focus on areas of 
high unmet medical need and rare disease 
patient populations. About 20 of these 
programs are in the later stages of 
development. Given the robustness of our 
pipeline, we expect it will continue to deliver 
value to our business and importantly to 
our shareholders over the longer term.

Overview of Shire post-Baxalta 
transaction

It has been a 
remarkable year for 
Shire. The combination 
with Baxalta, which 
was finalized on June 
3, 2016, has created 
the world’s leading 
global rare disease-
focused biotechnology 
company.

Anne Minto OBE 
Chairman of the Remuneration  
Committee

The combination  
with Baxalta has 
transformed the  
scale and reach  
of Shire’s business.

As at December 31, 2015 As at December 31, 2016

Total revenue FY2015

 $6.4bn
# of employees

 ~6k
Clinical pipeline programs

 ~30

Total revenue FY2016

 $11.4bn
# of employees

 ~24k
Clinical pipeline programs

 ~40
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~40 Clinical programs in the pipeline

Phase 1 Phase 2 Phase 3 Registration Recent approvals

6 10 17 4 3

This period of great organizational change has not been without its challenges. We have effectively integrated 17,000 new colleagues to 
create an organization of approximately 24,000 employees across 68 countries in record time due to the exceptional leadership of our 
executive team. We remain on track to achieve our increased guidance of at least $700 million in cost synergies by year three post-close.

Beyond our pipeline, we have multiple, durable, best-in-class products and have enhanced our diversification with Shire medicines 
available in more than 100 countries around the world. Shire now holds the number one position (by sales) in each of Hemophilia, 
Attention Deficit Hyperactivity Disorder (ADHD) and Hereditary Angioedema (HAE). With the successful launch of XIIDRA in 2016, we have 
the fastest-growing product in the dry eye disease market, setting the framework for future leadership in ophthalmology.

Industry leadership across seven core therapeutic areas

#1 in Hemophilia

>$3.5bn in 
annual sales, 
broadest 
portfolio of 
therapies

#1 in HAE

>$1bn in annual 
sales, leading 
brands in acute 
and prophylaxis

#1 in ADHD

>$2bn annual 
sales

#3 company  
in diseases 
treated with 
immunoglobulin 
therapy

>$1.5bn in 
annual sales with 
most 
differentiated 
subcutaneous 
portfolio

Fastest-growing 
in dry eye 
disease

>200K RXs 
written and ~20% 
market share in 
first 4 months 
post U.S. launch

Leading portfolio 
in select rare 
diseases: 
(Hunter, Fabry, 
Gaucher, SBS 
and others)

>$1.5bn annual 
sales

#1 portfolio in UC 
— mesalamine 
products

~$1bn annual 
sales

Highlights of integration with Baxalta

On track to achieve at 
least $700 million cost 
synergies post-close in 
year three

One-off integration costs  
in line with expectations 

Integration teams 
continue achievement of 
major milestones

Consolidation of key 
sites

Key staff and talent  
successfully retained 

Employee workforce  
is highly engaged 
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Directors’ remuneration report continued

Development progress and other events

Resubmission 
for FDA approval 
for SHP465 for 
ADHD

1 Fast Track  
FDA Designation
–  SHP626 for 

non-alcoholic 
steatohepatitis 
(NASH)

2 Breakthrough 
Therapy FDA 
Designations
– SHP621 for 
eosinophilic 
esophagitis 
(EOE)
– SHP625 for 
progressive 
familial 
intrahepatic 
cholestasis type 
2 (PFIC2)

Completion of 
Phase 2 study
–  SHP607: 

complications 
of prematurity

Announcement  
of future 
innovation Hub
–  Expansion of 

Cambridge, 
MA operations 
for rare 
diseases 
innovation Hub

License
–  SHP647 

integrin 
antagonist for 
Crohn’s 
Disease (CD) 
and UC

Completed 
Enrollment for 
Phase 3 Studies
–  SHP609: 

Hunter 
Syndrome 
(IT Program)

–  SHP643: HAE

Shareholder engagement during 2016
• The Remuneration Committee undertook 

two significant rounds of consultation 
with shareholders during 2016. The first, 
in the lead up to the 2016 AGM, focused 
on the salary increase awarded to the 
CEO during 2015. The purpose of this 
consultation was to explain the rationale 
for the increase and why we, as a 
Committee, had been unable to 
approach shareholders at an earlier point 
due to the communication and legal 
restrictions placed on us as a result of 
the ongoing negotiations with Baxalta. 
During these discussions no price-
sensitive information was discussed 
with shareholders.

• The second round of shareholder 
consultation was then conducted over 
the six months following the 2016 AGM 
to a) understand shareholder views 
where they had voted against the 
Remuneration Report at the 2016 AGM 
and b) discuss the proposed revised 
targets for our in-flight incentive awards 
to reflect the change in Shire’s business 
following the Baxalta transaction. In 
particular, a working group was formed 
with a number of shareholders to discuss 
the impact on Return on Invested Capital 
(“ROIC”) post-acquisition.

• I found these engagements incredibly 
helpful to understand our shareholders’ 
points of view and I would like to thank 
our shareholders who invested their time 
during these consultation exercises. 
These conversations helped the 
Committee understand the views of our 
shareholders and also enabled us to 
put in place a set of revised Long-Term 
Incentive Plan (“LTIP”) targets to 
ensure that the in-flight incentives 
remain relevant to participants and 
appropriately stretching given the scale 
of the new business. 

Alongside the Baxalta acquisition, the continued integration of other recent acquisitions such as ViroPharma, NPS and Dyax has been 
delivered on time and ahead of expectations. The success of these deals has helped create a strong foundation of core integration skills, 
which we have successfully applied to the Baxalta transaction. This builds on our ability to deliver cost and revenue synergies. 

We also had the honor of being awarded the Pharma Company of the Year at the 2016 Scrip Awards. 

Additional 2016 achievements during this intense period of integration and organizational change are outlined below.

FDA Approval 
and U.S. launch 
of XIIDRA 
(Lifitegrast)
for Dry Eye 
Disease

EMA Approval 
and launch of 
ONIYDE 
for second-line 
Metastic 
Pancreatic 
Cancer

Approval and 
U.S. launch of 
CUVITRU
for Primary 
Immune 
Deficiency in 
Europe and the 
U.S.

Approval of 
Lialda in adults in 
Japan
for Ulcerative 
Colitis (UC)

2 new 
indications for 
ADYNOVATE in 
U.S.;
Pediatric and 
surgery 
indications

Launch of 
VONVENDI in 
adults in the U.S.
for von 
Willebrand 
disease (VWD)

Approval of 
Vyvanse in 
Canada
for Binge Eating 
Disorder (BED) in 
adults

Major approvals and launches
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Revised targets post Baxalta
Following the 2016 AGM, I wrote to our 
largest shareholders to discuss our 
proposed approach to revising our 
incentive targets to reflect the impact of the 
Baxalta acquisition on the Shire business 
and to ensure that the targets in place were 
suitably stretching for the business going 
forward. In determining the revised 2015 
and 2016 LTIP targets, the Committee 
carefully weighed the following elements:

• Shareholder feedback — Based on the 
initial shareholder feedback received 
after the AGM, the Committee met 
multiple times to discuss the revisions to 
the target ranges for the 2015 and 2016 
in-flight long-term performance award 
cycles. I then wrote to shareholders in 
early August with the proposed target 
ranges. In late August and throughout 
September I had meetings with over 20 
of our top shareholders, as well as the 
Investment Association and ISS, to 
discuss the revised target ranges and 
any other issues shareholders wished 
to raise. Based on this feedback, we 
circulated the revised ranges in September, 
which were aligned with the Board’s view 
of the future of the business. 

• Consensus forecasts — The 
Committee also reviewed the amended 
2015 and 2016 LTIP performance ranges 
against consensus forecasts available at 
the time. Based on those consensus 
estimates, we are confident that the 
revised ranges are both stretching in the 
context of our anticipated business 
performance and analyst expectations. 
The top end of the revised ranges 
requires double-digit growth for Product 
Sales and EBITDA over the remaining 
period. The Committee considers this 
level of performance stretching in both 
the context of the business and the wider 
sector in which we operate.

• Performance expected from the NPS 
and Dyax acquisitions — For the 2015 
LTIP awards, the revised targets were 
also adjusted to include the performance 
expected from the NPS and Dyax 
acquisitions (these were not included in 

the original 2015 assessment as the 
acquisitions occurred after the original 
targets were set). This approach ensures 
that the revised 2015 targets reflect the 
expected future performance for Shire’s 
entire combined business.

While the adjustments to both the Product 
Sales and Non GAAP EBITDA targets as a 
result of the transaction have materially 
increased the ranges for both awards, the 
Non GAAP ROIC underpin for the 2015 
and 2016 awards has been reduced to 
7.75 percent. This reflects the short to 
medium downward impact on ROIC as a 
result of the considerable increase in our 
invested capital following the Baxalta deal, 
combined with the recent NPS and Dyax 
acquisitions. This logic and the detailed 
analysis behind it was discussed in many 
of the meetings with our shareholders, who 
recognized the need to adjust the underpin 
for these two in-flight awards as a result of 
the short-term disconnect between the 
immediate level of capital being invested by 
the business and the delay in the increased 
returns that this investment will generate 
over time. 

For the 2017 LTIP, we understand that 
shareholders expect that the ROIC 
underpin will increase going forward to 
hold management accountable to the 
anticipated improvement in returns as a 
result of our acquisitions. Calibrating the 
level of the ROIC underpin is of pivotal 
importance as the underpin hurdle must 
be achieved in order for any award earned 
under the 2017 LTIP to vest. (The award 
earned under the 2017 LTIP is dependent 
on the Product Sales and EBITDA 
performance against the ranges set 
out below and then vests based on the 
ROIC underpin.)

With this in mind, the ROIC underpin for the 
2017 LTIP award has been set such that 
the business must achieve an average 
ROIC of 8.5 percent over the three-year 
performance cycle before 100 percent of 
the award earned under the plan will vest. 
Given the level of stretch performance that 
an average three-year 8.5 percent ROIC 
underpin will require over the performance 

period, the Committee also want to ensure 
that the plan continues to incentivize 
management. To this end, we have 
introduced a sliding scale ROIC underpin 
for the three-year performance period. 
The threshold of the sliding scale ROIC 
underpin has been set at 7.5 percent with 
an associated 25 percent payout of the 
funded award earned based on the 
achievement of the Product Sales and 
EBITDA performance metrics. The 
maximum of the sliding scale ROIC 
underpin is 8.5 percent which results in 
100 percent payout of the funded award 
based on the achievement of the Product 
Sales and EBITDA performance metrics. 
The vesting level of payout levels between 
the minimum and maximum levels of ROIC 
underpin will be calculated based on a 
straight-line interpolation. The Committee 
believes a sliding scale of this nature will 
ensure a material increase in the level of the 
underpin must be achieved for 100 percent 
of the earned award to vest which is 
aligned with shareholder expectations while 
remaining motivational to management 
during the three-year performance period. 
It should be further noted that the threshold 
level of ROIC performance at 7.5 percent 
equates to the same level of earnings 
performance as was previously 
incorporated in the 7.75 percent underpin 
for the 2015 and 2016 LTIP awards after 
the adjustments for changes in foreign 
exchange rates and purchase accounting 
related to the Baxalta acquisition.

The revised targets for the 2015 and 2016 
LTIP awards and the new targets for the 
2017 LTIP awards are summarized in the 
table below:
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Directors’ remuneration report continued

maximum opportunity of 840 percent 
under his previous base salary. While we 
believe this significant reduction in the 
LTIP quantum demonstrates that we 
have taken material action as a result of 
last year’s vote, the Committee feels it is 
important to confirm that we fully support 
the CEO and that we are of the view that 
he has performed exceptionally well 
over the year, as evidenced by the EAI 
(short-term incentive) outcomes (see 
below for further details). Further, we 
recognize the long-term value that has 
been created by the CEO since joining 
the organization in 2013 and in particular 
the transformational impact that the 
acquisition of Baxalta has had on the 
Company, which is reflected in the 
significant increase in the size, scale and 
complexity of the combined organization.

• The business is going through a 
period of extraordinary change. 
While the initial integration was 
completed within the first six months, 
the organizational structure, cultural 
expectations and overall business 
operations under the newly combined 
entity are very new. We believe that the 
Remuneration Policy is a critical part of 
our employee value proposition as many 
of the design elements will cascade 
throughout the organization and impact 
employees below Executive Director 
level. To this end, we plan to take the 
time needed in 2017 to review our pay 
structure carefully to ensure that it is 
effective and we will fully engage with 
our shareholders during that process.

• The existing Remuneration Policy 
already includes key best practice 
provisions. Shire was a frontrunner in 
implementing strong governance 
provisions, including malus and clawback 
clauses as well as a post-vest holding 
period on the LTIP resulting in a five-year 
period from grant to final release of 
Performance Share Units (“PSUs”) and 
Stock Appreciation Rights (“SARs”).

• The future Remuneration Policy must 
appropriately balance pay practice for 
our U.S.-based Executive Committee 
and recognition of our UK listing. 
Both our CEO and CFO, and all but one 
of our Executive Committee members, 
are based in the U.S. The remaining 
Executive Committee member is based 
in Switzerland. Further, 68 percent of our 
revenues and 58 percent of our 
workforce are also U.S.-based. As such, 
any revisions to our Remuneration Policy 
will need to be fully informed by biotech 
sector practice in the U.S. as well as 
FTSE 100 practice in the UK. For this 
reason, the Committee believes that it is 
vital to take sufficient time to ensure our 
approach to remuneration appropriately 
balances the proportion of the business 
in the U.S., while recognizing our UK 
listing and global footprint. 

Given all these factors, we will come back 
to shareholders with a realigned Remuneration 
Policy for the new combined entity in the 
autumn of 2017 for approval at the 2018 AGM.

Threshold to maximum performance range

2015 LTIP awards (adjusted in-flight) 2016 LTIP awards (adjusted in-flight) 2017 LTIP awards (new grant)

Product Sales $13,953m – $15,389m $15,000m – $17,000m $16,000m – $18,000m
Non GAAP EBITDA $6,414m – $7,143m $6,645m – $7,940m $7,510m – $8,750m
Non GAAP ROIC underpin 7.75%1 7.75%1 7.5% (25%) – 8.5% (100%)2

1 The underpin must be achieved before any vesting of the award can occur. 
2 The underpin is set as a sliding scale such that a maximum of 25 percent of the total award would be able to vest for average ROIC performance over the 

period of 7.5 percent rising on a straight-line basis to 100 percent of the award being available for vesting for average ROIC performance over the period of 
8.5 percent.

Details of the revisions made to the 2016 Annual Bonus awards are set out in Part 2(b) of this report.

Remuneration Policy renewal
Through the course of our discussions with 
shareholders in 2016, some asked if Shire 
would be renewing our Remuneration 
Policy in 2017 — a year ahead of schedule 
— given the outcome of the 2016 AGM 
vote. The views of our shareholders are 
extremely important to us and we take the 
2016 AGM voting outcome very seriously. 
Bearing these views in mind, the Committee 
deliberated the timing of the Policy renewal 
at length. After careful consideration, we 
concluded that it would be in the interests 
of all concerned to renew the policy at 
the 2018 AGM as planned for the 
following reasons:

• The existing Remuneration Policy has 
the flexibility to address the issue of 
quantum. Many shareholders who 
suggested that we should bring our 
policy back for a new vote were primarily 
focused on the increase in quantum 
which occurred as a result of the salary 
increase awarded to our CEO in 2015. 
The Committee believes that we 
already have sufficient flexibility to react 
to this feedback under our existing 
Remuneration Policy in 2017. As such, 
we have materially reduced the LTIP 
grant to both of our Executive Directors 
to 575 percent of salary for 2017. For the 
CEO, this is 20 percent less than the level 
of award made last year and more than 
30 percent less than the maximum 
award level permissible under the Policy. 
The 2017 grant level of 575 percent 
provides a significantly lower opportunity 
level for our CEO when compared to the 
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Remuneration outcomes for the year
2016 single total figure of remuneration for Executive Directors

Executive Director Base salary
Retirement

benefits
Other 

benefits

Short-term incentives
Long-term
incentives

2016
Total

2015
Total1Cash Shares

F. Ornskov ($000) 1,688 506 582 1,994 665 4,891 10,326 16,939
J. Poulton ($000) 587 147 55 622 207 133 1,751 921

Note: all figures have been rounded to the nearest thousand.
1 In the 2015 DRR, the vesting value of Dr. Ornskov’s long-term incentives was calculated using the average share price over the last quarter of 2015 of $207.85 

per the relevant UK regulations. This figure has been restated to reflect the actual share prices at the vesting dates of these awards on February 28, 2016 and 
May 2, 2016 per the relevant UK regulations. The result is that the previously disclosed figure of $16,814,360 has been restated to $12,171,565. Dr. Ornskov’s 
total single figure of remuneration has therefore also been restated from $21,579,864 to $16,937,070 (and subsequently rounded).

Short-term incentives (Executive Annual 
Incentive (“EAI”)): 
2016 was another year of strong, profitable 
growth and excellent achievement against 
non-financial metrics, including the 
approval and launch of XIIDRA, the 
successful integration of Baxalta and Dyax, 
the advancement of our rare disease-
focused R&D pipeline and significant 
improvements in the strength of our 
technical operations capabilities. This 
strong performance resulted in a corporate 
funding level of 127.21 percent for the 
bonus pool. The bonus works such that a 
particular funding level under the Corporate 
Scorecard results in a potential range of 
annual incentive payouts for an individual 
depending on their formal individual 
performance rating. Shire has four 
individual performance ratings under this 
assessment: Does Not Meet expectations, 
Meets Sometimes, Consistently Meets 
expectations and Consistently Exceed 
expectations. The Committee determined 
that both the CEO and CFO have delivered 
extraordinary leadership of the business 
and performed extremely well against the 
objectives set for each of them in 2016. As 
such they were rated Consistently Exceeds 

Engaging with proxy advisors during 2016
• As a result of mutual reaching out in 

2016, we had constructive discussions 
with ISS and Glass Lewis on both our 
broader policy design and disclosures. 
We found these talks extremely 
informative and helpful.

• We specifically engaged with ISS to 
understand the pay for performance 
methodology they use within the reports 
they prepare for investors. We raised 
concerns regarding the selection of a 
purely European peer group for 
comparison with Shire, given our 
significant employee base and 

operational presence in the U.S., as 
well as having significant business and 
revenue generation outside the 
European market. 

• ISS confirmed that their methodology 
precludes them from comparing Shire to 
any U.S.-based peer company unless we 
lose our Foreign Private Issuer status.

• While we understand the methodology 
used by ISS for peer group benchmarking 
cannot currently be changed, we 
appreciated their willingness to talk 
with us about their approach.

• Separately we were approached by 
Glass Lewis to discuss a number of 
items, including our approach to our 
2015 DRR disclosure. They iterated the 
benefits of clearly tying our remuneration 
decisions to our business strategy as 
well as general transparency on our 
approach to making remunerations 
decisions. We have worked to incorporate 
that feedback into this disclosure as well 
as through other opportunities to engage 
with shareholders.

which, given the 127.21 percent funding 
level under the Scorecard, generated a 
potential annual incentive payout range 
for 2016 of 150 percent to 200 percent of 
target bonus. The Committee therefore 
determined it was appropriate to award the 
midpoint of the potential range and both 
individuals will therefore receive a bonus 
of 175 percent of target, which is equal to 
158 percent of salary for the CEO and 
140 percent for the CFO. 

Long-term incentives: 
The final outcome under the 2014 Portfolio 
Share Plan1 (“PSP”) resulted in a vesting 
level of 100 percent of maximum, reflecting 
solid financial performance over the past 
three years against the Non GAAP EBITDA 
and Non GAAP Adjusted ROIC measures 
within the 2014 PSP performance matrix.

Given that more than 80 percent of the 
performance period for this award 
(originally granted in 2014) had already 
passed at the time the acquisition of 
Baxalta was completed, no revisions were 
made to the performance measure targets 
set for the 2014 PSP award. The original 
targets remained in place as disclosed in 
the 2014 DRR (and are provided for 

reference on page 97 of this report). The 
combined business results at the end of 
FY2016 were adjusted to remove the 
impact of Baxalta in assessing performance 
to determine the appropriate level of vesting 
that should occur. Baxalta was therefore 
treated as a Significant Adjusting Event 
(“SAE”) for the purposes of performance 
assessment for the 2014 PSP award (see 
page 98 of the report for further details). 

I discussed this approach with 
shareholders as part of the 2016 
consultation process and all indicated 
their support. Further, the NPS and Dyax 
acquisitions have been treated as SAEs in 
determining the vesting of the 2014 PSP 
award. We are very conscious that, as a 
result of three major acquisitions over the 
performance period of this award, there 
are significant adjustments to the reported 
numbers to determine the appropriate 
vesting level. We have therefore provided 
the unadjusted results under the 2014 
performance matrix for comparison and to 
provide greater transparency to 
shareholders on page 99 of the report. 
1 Legacy Shire Portfolio Share Plan, which was 

replaced by the Shire Long-Term Incentive Plan 
approved by shareholders in 2015.
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Directors’ remuneration report continued

 Shareholding guideline

 Actual shareholding

Executive Directors’ actual shareholdings and shareholding guidelines as at December 31, 2016

Executive Directors are required to meet their shareholding guideline within a five-year period following their appointment. The Committee believes that share 
ownership is an important means to support long-term commitment to the Company and the alignment of executives’ interests with those of our shareholders.

0% 100% 200% 300% 400% 500% 600% 700% 800%

CFO

CEO

CEO (Flemming Ornskov)

$0 $2,000 $4,000 $6,000 $8,000 $10,000 $12,000 $14,000
Value of package ($’000)

100%

35%

21%

24% 41%

29% 50%

Fixed only

On-target performance

Maximum performance

$2,253

$6,435

$10,616

CFO (Jeff Poulton)

$0 $1,500 $3,000 $4,500
Value of package ($’000)

100%Fixed only

On-target performance

Maximum performance

$815

$2,265

$3,714
36%

22%

22% 42%

26% 52%

Fixed elements — base salary, retirement and other benefits Short-term incentives — Executive Annual Incentive Long-term incentives — LTIP

Summary of Remuneration Policy (to apply up to the 2018 AGM) and Implementation in 2017

Implementation in 2017

CEO CFO

Base salary
 – 2017 annualized base salary (effective April 1, 2017 for the CFO).

$1,688,000
0% increase (salary freeze)

$609,760
3% increase

Retirement benefits and other benefits
 – Retirement benefits include the cash value of the total Company contributions to the Company plans.

 – Other benefits represent the value of annualized benefits included in the summary of 2016 remuneration 
table in Part 2(b) of this report (excluding any one-off items).

30% of base salary
(retirement benefits)

25% of base salary
(retirement benefits)

Executive Annual Incentive (“EAI”) On-target = 90% of salary
Maximum =  

180% of salary

On-target = 80% of salary
Maximum =  

160% of salary
Long-Term Incentive Plan (“LTIP”)1

 – Represents the 2017 LTIP award to be granted to the CEO and CFO. The maximum grant under the 
Remuneration Policy is 840% of salary which is indicated by the gray outline on the charts.

575% of base salary 
(2017 LTIP award)

On-target = 50% vesting

575% of base salary 
(2017 LTIP award)

On-target = 50% vesting

1 In accordance with the Schedule 8 Regulations, no allowance has been made for share price appreciation. SAR awards are valued with the same Black-
Scholes model that is used to determine the share-based compensation cost included in the Company’s consolidated statements of income. Per standard 
practice, any dividend shares receivable have not been included.

2017 LTIP award
During my conversations with shareholders, 
a number noted that the combination of 
both the salary increase awarded to the 
CEO in 2015 and the maximum LTIP 
opportunity of 840 percent of base salary 
could result in significant levels of 
remuneration. Although the CEO’s 2016 
LTIP award was equal to 725 percent of 
salary and therefore not at the maximum 
level possible under the Policy, the 
Committee nonetheless takes the issue 
of the quantum of the CEO’s pay very 
seriously. On a total compensation basis, 

our CEO’s pay is below the lower quartile of 
both the Global Biotech and U.S. 
BioPharma peer groups. However, the 
Committee is conscious that external 
benchmarking is only one reference point 
when setting pay levels. For 2017, the 
Committee has decided to make an LTIP 
grant of 575 percent of salary to both the 
CEO and CFO. As set out above, the 
CEO’s award is 20 percent less than the 
level of award made last year and more 
than 30 percent less than the maximum 
award level permissible under the Policy. 
This therefore results in a significantly lower 

opportunity for our CEO than would have 
been the case under his previous salary at 
either the maximum award level or last 
year’s grant level. We hope that this 
significant reduction in the LTIP quantum 
demonstrates that we have listened to 
shareholders as a result of last year’s vote 
and have taken material action as a result. 
Within this context, and as outlined above, 
it is important to confirm that the 
Committee fully supports the CEO and that 
we are of the view that they he has 
performed exceptionally well over the year, 
as evidenced by the EAI outcomes.
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Index to the Directors’ remuneration 
report

This report has been prepared in 
compliance with Schedule 8 of the 
Large and Medium sized Companies 
and Groups (Accounts and Reports) 
Regulations 2008 (as amended by 
the 2013 Regulations) (the “Schedule 
8 Regulations”), as well as the 
Companies Act 2006 and other 
related regulations. This report is set 
out in the following key sections:

82 Part 1: Annual Statement

90  Part 2: Annual Report on 
Remuneration

90  a)  Implementation of Directors’ 
Remuneration Policy in 2017

93  b)  2016 single total figure of 
remuneration for Executive 
Directors (subject to audit)

99 c) Other audited disclosures 

103 d)  2016 single total figure of 
remuneration for the 
Chairman and Non-Executive 
Directors (subject to audit)

104 e)  Non-audited disclosures

108  Appendix: Directors’ 
Remuneration Policy —  
key elements

108 a)  Executive Director 
remuneration policy

111 b)  Chairman and Non-Executive 
Director remuneration policy

111  c)  Recruitment remuneration 
policy

112 d)  Service contracts and 
termination arrangements

The Annual Report on remuneration 
(Part 2) will be put to an advisory 
shareholder vote at the 2017 AGM. 
The Directors’ Remuneration Policy 
(the “Policy”) was approved by 
shareholders at the 2015 AGM (April 
28, 2015) and is intended to be 
effective until the 2018 AGM. The key 
parts of the Directors’ Remuneration 
Policy are provided as an Appendix 
for completeness. The complete 
Policy as approved by shareholders 
can be found within the 2014 DRR 
available on the Company’s website.

Concluding remarks
Finally I would like to thank my fellow 
members of the Remuneration Committee 
for their total commitment and engagement 
in what has been an intensive year for the 
business, necessitating many additional 
meetings. I would also like to welcome 
Albert Stroucken, who was appointed to 
the Committee following the acquisition of 
Baxalta. Al’s experience on the Board of 
Baxalta is already proving highly valuable in 
our deliberations. 2017 will be a critical year 
for Shire as we continue to integrate the 
legacy Baxalta organization. I also would 
like to thank both the Shire and PwC teams 
for their tremendous support throughout a 
very challenging and demanding year.

Looking ahead to 2017 and 2018
• The Committee will be conducting a 

full Policy review during 2017 in the lead 
up to the binding shareholder vote on a 
revised Remuneration Policy at the 
2018 AGM.

• The purpose of the review will be to 
ensure the remuneration structure that 
we have for the coming years is fit for 
purpose and aligned with the strategy 
of the new business following the 
acquisition of Baxalta.

• The discussions with our shareholders 
during 2016 have already identified 
some specific areas that we want to  
 

review as part of the Policy renewal 
process, including but not limited to the 
appropriate balance of pay practices 
for our U.S.-based executives, the 
selection and balance of performance 
measures across our incentives, and 
the shareholding requirements for our 
executives in order to ensure further 
alignment with the interests of our 
shareholders over the longer term. 

• I will be in contact again with our 
shareholders during 2017 to seek their 
views on how we pay our executives 
at Shire.

I remain passionately committed to 
overseeing a Directors’ Remuneration 
Policy that works for Shire’s business and 
our shareholders. Over the coming year I 
intend to continue our level of engagement 
with shareholders, which I know the 
Committee will find invaluable as it reviews 
the current Policy.

Anne Minto OBE 
Chairman of the Remuneration Committee

Key priorities for 2017

Further 
integration

Pipeline 
progression

Optimize 
portfolio and 
strengthen 
focus

Debt  
pay-down

Commercial 
execution 
and new 
product 
launches

Fueling growth and innovation
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Directors’ remuneration report continued

a) Implementation of Directors’ Remuneration Policy in 2017
In 2017, the Executive Director and Non-Executive Director Remuneration Policies will be implemented as follows:

Executive Director Remuneration Policy
Fixed elements — Base salary

2017 Base Salary 

Flemming Ornskov 
CEO

0% increase

3% increaseJeff Poulton 
CFO

2017

2017

2016

2016

$1,688,000

$1,688,000

$609,760 

$592,000

CEO: Following the 25 percent salary increase awarded to Dr. Ornskov during 2015, the Committee has committed to freezing his salary 
at this level for the next three years.

CFO: Following the year-end review, the Committee made the decision to award Jeff Poulton a base salary increase of 3 percent, to give 
him an annual base salary of $609,760 effective April 1, 2017 (in line with the salary increase effective date for all other employees). This 
reflects his continued strong corporate performance and leadership, and is in line with the average salary increase awarded across the 
broader organization.

Fixed elements — Retirement and other benefits
The implementation of policy in relation to retirement and other benefits is unchanged and in line with the disclosed policy in the Appendix 
of this report.

Short-term incentives — Executive Annual Incentive (EAI)
2017 EAI opportunity

CEO 180% of base salary (no change from prior year)
CFO 160% of base salary (no change from prior year)

A scorecard approach will continue to be used for the 2017 EAI and this will be comprised of 75 percent financial and 25 percent 
non-financial performance measures. This weighting recognizes the critical importance of financial results to our shareholders and bonus 
affordability as well as the important role that non-financial performance plays in the success and growth of the Company. These 
measures are aligned with and support our four key strategic drivers for 2017 of Growth, Innovation, Efficiency and People.

The targets themselves are considered to be commercially sensitive on the grounds that disclosure could damage the Company’s 
commercial interests. However, retrospective disclosure of the targets and performance against them will be provided in next year’s 
Annual Report on Remuneration to the extent that they do not remain commercially sensitive at that time. Financial and non-financial 
targets are set at the start of the performance year and are approved by the Committee. The Committee believes the 2017 targets are 
suitably challenging, relevant and measurable. 

Part 2: Annual report on remuneration

Summary of 2017 EAI

EAI award

CEO maximum: 
180% of base 
salary

CFO maximum: 
160% of base 
salary

Deferred shares 
released

25% deferred 
shares

75% cash

Performance is measured over  
one year against the Corporate 
Scorecard, taking into consideration 
individual performance

Year 1 Year 2 Year 5Year 3 & 4

25% of the award is deferred 
as shares and released after 
three years

The cash element is paid in  
the first quarter of the year 
following the performance year

0% of the award pays out for 
threshold performance, increasing 
on a straight line to 100% of the 
award paying out for maximum 
performance
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The 2017 Corporate Scorecard is set out below:

2017 LTIP award

CEO 575% of base salary (2016: 725%)
CFO 575% of base salary (2016: 672%)

Long-term incentives — LTIP

Growth
Drive performance from our 
currently marketed products 
to optimize revenue growth 
and cash generation.

Innovation
Build our future assets 
through both R&D and 
business development 
to deliver innovation and 
value for the future.

Efficiency
Operate a lean and agile 
organization and reinvest 
for growth.

People
Foster a high-performance, 
patient-focused culture 
where we attract, retain and 
promote the best talent.

2017 Corporate Scorecard

Grant Vests Release

Summary of 2017 long-term incentives

SARs

57% of award

SARs

PSUs

43% of award

PSUs

LTIP

CEO maximum: 
575% of base 
salary

CFO maximum: 
575% of base 
salary

SAR and PSU awards 
granted to Executive 
Directors vest three years 
from the date from grant, 
subject to the satisfaction 
of performance measures 
(see below)

Year 1 Year 3Year 2 Year 4 Year 5

A Stock Appreciation Right 
(SAR) is the right to acquire 
Ordinary Shares or ADSs 
linked to the increase in value 
of Ordinary Shares or ADSs 
from grant to exercise. The 
awards are subject to 
performance conditions. The 
awards have no value unless 
the value of Ordinary Shares 
or ADSs increases from grant

A Performance Share Unit 
(PSU) is the right to receive a 
specified number of Ordinary 
Shares or ADSs subject to 
performance conditions

SAR and PSU 
awards are 
subject to a 
two-year 
holding 
period 
following the 
three-year 
vesting period

20% of the award vests for 
achievement of threshold 
performance, increasing 
on a straight-line basis to 
100% of the award paying 
out for maximum 
performance

25%

75% 20%

25%

30%

Net
Product

Sales

Non GAAP
EBITA

Non GAAP
Adjusted

ROIC
Financial

Non-
financial

Innovation

Efficiency

People

Growth
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Directors’ remuneration report continued

 2017 LTIP award Award type
Face value of threshold vesting  

(% of 2017 salary1)
Face value of maximum vesting  

(% of 2017 salary1)
Face value of maximum vesting 

(000’s)

Flemming Ornskov
SAR 66% 329% $5,546
PSU 49% 246% $4,160

Jeff Poulton
SAR 66% 329% $1,945
PSU 49% 246% $1,459

The face value allocation between SARs and PSUs is estimated as it is determined on an expected value basis upon grant.
1 As at January 1, 2017.

In all cases, awards will only vest if the Committee determines that the underlying performance of the Company is sufficient to justify the 
vesting of the award.

The 2017 LTIP awards will continue to be tested against two independent measures at the end of a three-year performance period: 
50 percent Product Sales targets and 50 percent Non GAAP EBITDA targets. The Committee will also use a Non GAAP Adjusted ROIC 
underpin at the end of the performance period to ensure vesting levels reflect the sustainability of revenue and profit growth. The 
performance period for the 2017 LTIP awards will span January 1, 2017 to December 31, 2019.

The 2017 LTIP targets for Product sales and Non GAAP EBITDA are based off the Company’s Long-Range Plan and are considered 
appropriately challenging by the Committee. In setting the level of the ROIC underpin, the Remuneration Committee has taken on board 
views expressed by shareholders as part of the 2016 consultation and the projected financial performance of the business. The ROIC 
underpin has therefore been set as a sliding scale. The threshold of the sliding scale ROIC underpin has been set at 7.5 percent with an 
associated 25 percent payout of the funded award earned based on the achievement of the Product Sales and EBITDA performance 
metrics. The maximum of the sliding scale ROIC underpin is 8.5 percent which results in 100 percent payout of the funded award base 
on the achievement of the Product Sales and EBITDA performance metrics. The vesting level of payout levels between the minimum and 
maximum levels of ROIC underpin will be calculated based on a straight-line interpolation.

The performance targets and ROIC underpin range for the 2017 LTIP award are set out below. 

Performance targets for 2017 LTIP 

Threshold (25%) Maximum (100%)

$16,000m Product Sales $18,000m

$7,510m Non GAAP EBITDA1 $8,750m

7.5% Non GAAP Adjusted ROIC underpin2 8.5%

1 For a reconciliation of Non GAAP financial measures to the most directly comparable measure under US GAAP, see pages 185 to 187.
2 Any outcome of the Product Sales and Non GAAP EBITDA measure may only pay out to the extent that the Non GAAP Adjusted ROIC sliding scale underpin 

is achieved.

Clawback and malus arrangements are in place for awards to cover situations where results are materially misstated or in the event of 
serious misconduct.

Chairman and Non-Executive Director Remuneration Policy
2017 fee levels for the Chairman and Non-Executive Directors remain unchanged for the third year since 2015. 

Basic fees (effective January 1, 2017) 2017

Chairman (inclusive of all committee appointments) £450,000
Senior Independent Director £98,000
Non-Executive Director £93,000

The Chairman and Non-Executive Directors will continue to receive 25 percent of their total fees in the form of shares.
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In addition to the basic fee, a committee fee will be paid to the members and Chairman of the Audit, Compliance & Risk, Remuneration, 
Science & Technology and Nomination & Governance Committees. 

Non-Executive Directors (excluding the Chairman) will also receive the following additional fees for attending Board and Committee 
meetings in addition to those scheduled as part of the normal course of business:

• Board meeting — additional £2,000 per meeting
• Committee meeting — additional £1,000 per meeting

The Chairman and the Non-Executive Directors will continue to receive an additional fee of £5,000 where transatlantic travel is required to 
attend Board meetings.

b) 2016 single total figure of remuneration for Executive Directors (subject to audit)

2016 Single Total Figure of Remuneration ($’000)

CEO $10,326 (2015: $16,939)
CFO $1,751 (2015: $921)

• The CEO’s single total figure of remuneration for 2016 reflects a 
blend of strong corporate performance over the EAI and LTIP 
performance periods. The 2016 value is significantly lower than 
the 2015 value in part because the 2015 value reflects the 
vesting of a number of share awards that were granted to him 
upon appointment. Additionally, the vesting value of Dr. Ornskov’s 
2015 long-term incentives has been restated to reflect the actual 
share prices at the vesting dates of these awards. The result is 

that the previously disclosed figure of $16,814,360 has been 
restated to $12,171,565. Dr. Ornskov’s 2015 total single figure of 
remuneration has therefore also been restated from $21,579,864 
to $16,937,070 (and subsequently rounded).

• The CFO received a notable increase in his single total figure of 
remuneration from 2015 to 2016 because 2016 reflects his first 
full year as CFO.

Remuneration

Audit, Compliance & Risk £25,000
£12,500

£25,000
£12,500

Science & Technology £20,000
£10,000

Nomination & Governance £17,500
£8,750

Committee fees (effective January 1, 2017)

 Chairman

 Member
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Directors’ remuneration report continued

The summary table of 2016 remuneration for the Executive Directors comprises a number of key components which are set out in further 
detail in the relevant sections that follow.

Fixed elements Variable elements

Total
$’000

Base 
salary
$’000

Retirement
benefits

$’000

Other 
benefits

$’000

Total 
fixed pay

$’000

Short-term 
incentives — EAI

Long-term
incentives1

$’000

Total 
 variable pay

$’000

Cash 
element

$’000

Deferred 
share

element
$’000

Flemming Ornskov
2016 1,688 506 582 2,776 1,994 665 4,891 7,550 10,326
2015 1,521 456 55 2,032 2,051 684 12,172 14,097 16,939

Jeff Poulton2
2016 587 147 55 789 622 207 133 962 1,751
2015 388 82 42 512 307 102 0 409 921

Note: Flemming Ornskov’s and Jeff Poulton’s remuneration, which is paid through the U.S. payroll, is reported in U.S. Dollars. All figures have been rounded to the 
nearest thousand. 
1 In the 2015 DRR, the vesting value of Dr. Ornkov’s long-term incentives was calculated using the average share price over the last quarter of 2015 of $207.85 

per the relevant UK regulations. This figure has been restated to reflect the actual share prices at the vesting dates of these awards on February 28, 2016 and 
May 2, 2016 per the relevant UK regulations. The result is that the previously disclosed figure of $16,814,360 has been restated to $12,171,565. Dr. Ornskov’s 
total single figure of remuneration has therefore also been restated from $21,579,864 to $16,937,070 (and subsequently rounded).

2 Jeff Poulton was appointed to the Board of Shire on April 29, 2015. His 2015 remuneration represents the remuneration he received following his appointment.

Base salary 
• Dr. Ornskov’s base salary of $1,688,000 remains unchanged from 2015, following the Committee’s decision to freeze his salary for a 

period of three years effective July 1, 2015. 
• Mr. Poulton’s base salary was increased by 3 percent from $575,000 to $592,000 effective April 1, 2016. 

Retirement benefits
• Dr. Ornskov received a contribution at a rate of 30 percent of his base salary through a combination of contributions to the Company’s 

401(k) Plan and credits to his SERP account.
• Mr. Poulton received a contribution at a rate of 25 percent of his base salary through a combination of contributions to the Company’s 

401(k) Plan and credits to his SERP account. 

Other benefits
• The 2016 figures for Dr. Ornskov and Mr. Poulton principally include car allowance, financial and tax advisory support, long-term 

disability and life insurance and private medical, dental and vision cover.
• In addition, the 2016 figure for Dr. Ornskov includes costs of $521,464 associated with the relocation of Dr. Ornskov’s family to join him 

in Boston following his permanent move to the U.S. in his capacity as CEO. The amount includes the grossed-up cost of tax paid by 
the Company on behalf of the CEO.

Short-term incentives

2016 EAI outcome

CEO 88% of maximum opportunity (2015: 100%)
CFO 88% of maximum opportunity (2015: 66%)

• In determining EAI awards for the Executive Directors, the 
Committee considers performance against each of the 
financial and non-financial performance measures within 
Shire’s Corporate Scorecard, as well as individual 
performance during the year.

• The 2016 EAI outcome of 88% of the maximum opportunity 
for both the CEO and CFO reflects the strong performance of 
the business over the year and excellent personal contribution 
to the delivery key strategic goals, both before and after the 
transaction with Baxalta.

The Corporate Scorecard outcome is calculated by way of a weighted average of the outcomes of the financial and non-financial 
performance measures. For each performance measure, outperformance or underperformance is measured as a percentage 
achievement against the target. Performance at target results in 100 percent of the target bonus with up to a maximum of 200 percent of 
the target bonus for maximum performance. Maximum performance is set at 20 percent above target and so the Committee considers 
the target ranges to be very challenging. Achievement of threshold performance results in 25 percent of target performance. The 
Corporate Scorecard outcome determines the bonus funding for all individuals within the plan.

In addition to the Corporate Scorecard, the Committee takes into consideration the individual performance of the Executive Directors 
in determining their final EAI payout. Shire has four individual performance ratings: Does Not Meet expectations, Meets Sometimes, 
Consistently Meets expectations and Consistently Exceed expectations. The Committee determined both the CEO and CFO have 
delivered extraordinary leadership of the business and performed extremely well against the objectives set for each of them in 2016 and 
were accordingly rated Consistently Exceeds. Given the 127.21 percent corporate funding level under the Scorecard, any annual incentive 
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plan eligible employee at Shire rated Consistently Exceeds would be awarded a potential annual incentives award for 2016 within the 
range 150 percent to 200 percent of target bonus. The Committee determined that since the Executive Directors were both rated 
Consistently Exceeds, it was appropriate to award the midpoint of the potential range and, as such, both Executive Directors received 
an EAI award of 175 percent of target, which is equal to 158 percent of salary for the CEO and 140 percent for the CFO. 

Approach to EAI assessment following Baxalta transaction 
The Committee met in May 2016 to discuss the approach to performance assessment given the acquisition of Baxalta which was 
finalized during the performance year. The transformational nature of the acquisition meant that the performance targets set at the start 
of the year would no longer be appropriate following the acquisition. It was agreed that, for financial metrics, separate performance targets 
would be assessed for the six-month periods pre- and post- the acquisition. An average of the outcome under the two sets of 
performance targets would then be taken as the overall outcome under the financial metrics portion of the 2016 Corporate Scorecard. 
The performance metrics themselves (Net Product Sales, Non GAAP EBITA and Non GAAP Adjusted ROIC) were unchanged over the 
two periods of assessment. 

The non-financial elements of the Corporate Scorecard were considered to remain appropriate following the acquisition of Baxalta and 
so were unchanged following the acquisition. The outcomes against these at the end of the 2016 year have therefore been considered 
across the full 12 months by the Committee. 

Corporate Scorecard outcome
The table below sets out the achievement against the targets in the Corporate Scorecard (the outcomes for the period pre- and post- 
acquisition of Baxalta are shown separately, as is the overall combined outcome). The weighted average outcome of the Corporate 
Scorecard is 127.21 percent of the target bonus.

Pre-acquisition 
financials

Weighting 
(First half of  

financial year)
Threshold 

(25% of target)
Actual outcome 

(% of target achieved)
Maximum

(200% of target)

Weighted 
average bonus 
funding score

Corporate 
Scorecard 

funding level

Net Product Sales 12.5% $2,767m $3,390m    120.7% $3,907m

130.4%

127.21%

EBITA1 15% $1,202m $1,581m 158.8% $1,697m

ROIC1 10% 6.0% 7.0%    100.0% 8.4%

Post-acquisition 
financials

Weighting 
(Second half of  
financial year)

Threshold 
(25% of target)

Actual outcome 
(% of target achieved)

Maximum
(200% of target)

Weighted 
average bonus 
funding score

Net Product Sales 12.5% $5,808m $6,936m    107.6% $8,199m

94.3%EBITA 15% $2,397m $2,694m   77.6% $3,384m

ROIC 10% 6.0% 7.04%    102.9% 8.4%

Non-financial Weighting
Threshold 

(25% of target)
Actual outcome 

(% of target achieved)
Maximum

(200% of target)

Weighted 
average bonus 
funding score

Pipeline and 
pre-commercial

15% 25% 114.2% 200%

171.7%Organizational 
effectiveness

10% 25% 114.6% 200%

1 For the purposes of the Corporate Scorecard multiplier calculation, Non GAAP EBITA and Non GAAP Adjusted ROIC have been adjusted to exclude the cost 
of the annual bonus corporate multiplier on the full-year results.

Additional details of the non-financial performance outcomes are set out in the table below.
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Directors’ remuneration report continued

Non-financial 
performance 
measures

Strategic driver Key achievements

Pipeline and 
pre-commercial

 Growth

• XIIDRA was launched on August 29, 2016 (taking 49 days from approval to launch)
• Executed 2 transactions in line with Shire strategy
• A)  Successfully acquired Baxalta, Shire’s largest acquisition in our history, valued at more than $32 billion. Integration 

well on-track and synergies above target
• B)  Licensed SHP 647 (a MAdCAM antibody) with potential to manage Ulcerative Colitis and/or Crohns disease from Pfizer
• Initiated 5 Phase 3 programs in CINRYZE (AMR), SHP621 (EOE), SHP643 (HAE), CINRYZE SC and SHP620 (CMV in 

transplant patients)

 Innovation

• Initiated 4 IND enabling studies vs. target of 2, and substrate to support 1 IND nomination from the pipeline
• Increased number of programs in the clinic/registration from 28 to 41 while maintaining rare disease focus
• Achieved 3 product approvals (XIIDRA; CUVITRU; Onivyde-EU), 2 breakthrough (SHP621; SHP625) and 1 fast track 

(SHP626 therapy designations)
• Number of key late stage milestones achieved ahead of time (e.g. XIIDRA, SHP643, SHP465)

Organizational 
effectiveness

 Efficiency

• Completed Ireland site selection, acquired the land, and submitted planning permission for the Dublin Biologics Site. 
Plans are ahead of schedule and on budget

• Dyax integration successful and fully executed personnel retention and asset transfer per plan. Phase 3 enrollment 
ahead of plan

• Post-Baxalta acquisition, organization is fully designed and announced in all geographies and integration budgets 
and synergy targets are locked. Talent retention tracking remains below historic levels from both legacy firms. Year 2 
milestone planning completed by all functions

 People

• Retained 96.97 percent of 2015 identified key talent and 96.3 percent of 2015 CEs at Legacy Shire (Voluntary 
retention of Legacy Baxalta employees rated “Far exceeds” and “Exceeds” in 2015 year-end is 96.3 percent and 
93.4 percent respectively) 

• On average 97 percent of Legacy Shire employees have completed Shire Core training (Legacy Baxalta average is 
also 97 percent)

Individual performance assessment 

In assessing the individual performance of the CEO and CFO over the year, the Committee determined that both had performed 
exceptionally in role during a period of great change for the Company, demonstrating extraordinary leadership and performing extremely 
well against their objectives. In addition, it was noted that both Executive Directors had achieved significant accomplishments beyond 
their objectives (details of which are set out below). As such, they were rated Consistently Exceeds which, given the Corporate Scorecard 
outcome of 127.21 percent, generated a potential payout range of 150 percent to 200 percent of target bonus. Based on the Executives’ 
performance over the year, the Committee therefore determined it appropriate to award the midpoint of the potential range and both 
individuals will therefore receive a bonus 175 percent of target.

Summary of individual performance against pre-determined objectives

CEO

In addition to strong corporate performance against individual objectives, the following additional accomplishments were achieved:
• Closed and began the integration of Baxalta, the largest transaction in Shire’s history, while maintaining business and supply continuity, 

delivering on our 2016 Corporate Scorecard and 2016 year-end guidance.
• Closed and integrated Dyax, resolved supply chain challenges, and completed SHP643 Phase 3 trial enrollment at record pace to maximize 

the asset’s value.
• Launched XIIDRA in the U.S. ahead of expectations with flawless organizational execution and top performing branded and disease state 

awareness campaigns.
• Grew Vyvanse by 17 percent year over year into Shire’s first $2 billion+ product and fifth most prescribed branded drug in the U.S.
• Developed an industry-leading international commercial presence with offices in 68 countries, supported by dozens of regulatory 

submissions, key filings, and country product launches.
• Among many awards received in 2016, the Company was ranked #1 “Green” company in the world based on corporate sustainability and 

environmental impact (Newsweek 2016).
• Shire awarded “Pharma Company of the Year” at the 12th Annual Scrip Awards.

CFO

In addition to strong corporate performance against individual objectives, the following additional accomplishments were achieved:
• Completed $12 billion bond financing. As a result, the Company was awarded “Deal of the Year” for bonds above £500 million and “UK Deal 

of the Year” for the 2016 $18 billion Baxalta bond financing (Association of Corporate Treasurers 2017, Global Capital 2017).
• Top 15 Company on FTSE100 and added to NASDAQ100 index, October 2016.
• Achieved Baxalta synergy targets in 2016 and on track to deliver synergy targets in 2017.
• Leadership as Chair of the Corporate Committee, as member of the Baxalta Integration Steering Committee and of the finance leadership team.
• Finance organization structure and governance established post Baxalta integration in record time.
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Target bonus
2016 EAI outcome 
(as a % of target)

2016 EAI outcome

Total Cash element Deferred shares1

CEO $1,519,200 (90% of salary) 175% $2,658,600 (158% of salary) $1,993,950 $664,650
CFO $473,600 (80% of salary) 175% $828,800 (140% of salary) $621,600 $207,200

1 25 percent of the EAI outcome is deferred into shares for three years

Long-term incentives

Vesting of 2014 PSP awards
2014 PSP outcome

Flemming Ornskov 100% of maximum opportunity (2013 award: 100%)
Jeff Poulton 100% of maximum opportunity (2013 award: n/a1)

1 The CFO had no 2013 award which vested subject to the achievement of performance conditions

The table below sets out a summary of the number of shares vesting and the resulting gross estimated vesting value for the 2014 PSP 
awards for Dr. Ornskov and Mr. Poulton. This estimate is on the basis of an average share price over the final quarter of 2016 of $177.25, 
given that the 2014 PSP awards vest following the date of this report.

Name Award
Date 

of grant

Number of
shares under

original award1

% of total
award

vesting2

Number of
shares 
vesting1

Number of
dividend

shares3

Total
number of

shares vesting
Share Price

at vesting4

Value at
vesting4

Flemming  
Ornskov

PSU
February
28, 2014

25,631 100% 25,631 284 25,915 $177.25 $4,593,434
SAR 34,174 100% 34,174 0 34,174 $177.25 $297,656

Jeff Poulton5 PSU 742 100% 742 8 750 $177.25 $132,938

1 Awards were granted on February 28, 2014 and will vest on February 28, 2017 over American Depositary Shares (ADSs).
2 The figures represent the number of shares vesting taking into account performance against applicable performance conditions (see performance outcome 

below). 
3 The vesting of the PSU element includes dividend shares representing any accrued dividends, in accordance with the relevant plan rules.
4 Based on the average share price over the last quarter of 2016 of $177.25.
5 Jeff Poulton’s SAR element was not subject to performance conditions (as it was granted prior to his appointment as CFO) and is therefore not reportable.

2014 Performance Matrix — performance period ended on December 31, 2016
The 2014 PSP awards were assessed against a performance matrix that measured Non GAAP Adjusted ROIC performance and Non 
GAAP EBITDA growth over the three-year performance period. For Non GAAP EBITDA growth, the Non GAAP EBITDA in the final 
performance year (2016) was compared to the Non GAAP EBITDA in the reference year (2013). A compound annual growth rate of Non 
GAAP EBITDA was then calculated. For Non GAAP Adjusted ROIC, the Non GAAP Adjusted ROIC in the final performance year (2016) 
was compared to the Non GAAP Adjusted ROIC in the reference year (2013). The change in these two numbers was then divided by 
three and expressed in basis points (one hundredth of a percentage point) to give an average per annum change in Non GAAP Adjusted 
ROIC basis points.

The Committee considered the impact of Baxalta on the 2014 PSP award and determined for this award that it was appropriate to 
exclude the impact of Baxalta from the final performance outcome on the basis the award only had six-months left following the 
transaction until the end of the performance period. Therefore the PSP has been assessed against the original targets excluding the 
impact of Baxalta (as well as other acquisitions that occurred during the period, details of which are set out below). 

Non GAAP EBITDA of 15.9 percent CAGR and a 54 bp p.a. increase in Non GAAP Adjusted ROIC between 2013 and 2016 was achieved. 
In determining the vesting multiplier under the matrix, the Committee rounds to the closest point on the matrix. This results in a vesting 
multiplier of 4.0x, meaning that 100 percent of the total award made will vest. 

Adjusted ROIC EBITDA growth (CAGR 2013-2016)

Change in bp p.a. 9% 10% 11% 12% 13%

-100 1.0x 1.3x 1.7x 2.1x 2.5x
-80 1.3x 1.6x 2.0x 2.4x 2.8x
-60 1.6x 1.9x 2.4x 2.7x 3.1x
-40 1.9x 2.3x 2.6x 3.1x 3.5x
-20 2.2x 2.6x 3.1x 3.6x 4.0x
0 2.5x 3.0x 3.5x 4.0x 4.0x
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Directors’ remuneration report continued

Timeline for 2014 PSP award and agreed SAEs

Significant Adjusting Events 
Under our approved Remuneration Policy, the Committee reserves the right to make adjustments to the performance conditions to reflect 
significant one-off items which occur during the performance period. In respect of the 2014 PSP awards, the Committee carried out a 
comprehensive review of potential Significant Adjusting Events (SAEs) against pre-existing guidelines and determined that the following 
SAEs should be taken into account in the overall assessment of performance over the performance period (also shown in the 
accompanying timeline) given that they were not anticipated when the original 2014 PSP targets were set: 

a)  NPS acquisition — to exclude the impact of the acquisition of NPS which had a short-term negative impact on Non GAAP Adjusted 
ROIC performance in 2015 and 2016. This acquisition was completed in February 2015 and was not considered in the 2014 
performance matrix. Under the acquisition, Shire acquired two commercial assets. One asset (GATTEX) which was launched at the 
end of 2013 and another (Natpara) that was launched Q2 2015. Both assets are early in their lifecycle and thus have much room for 
growth. Given the early commercial stage of both assets, the ROIC on this transaction will reduce Shire’s overall ROIC in the near term 
but we expect it will enhance Shire’s overall ROIC over the coming years as we continue to drive the successful commercialization of 
both Gattex and Natpara over the longer term.

b)  Dyax acquisition — to exclude the impact of the acquisition of Dyax which had a short-term negative impact on Non GAAP adjusted 
ROIC performance in 2016. This acquisition was completed in January 2016 and was not considered in the 2014 performance matrix. 
The key asset acquired in this deal was SHP643 (formerly DX-2930) which is a Phase 3 potential best in class prophylaxis HAE product 
that could secure Shire’s leadership position in HAE to 2030 and beyond. Given that Shire will be investing in this Phase 3 program 
asset over the next several years and does not anticipate an approval/launch of this product until 2018, subject to regulatory approval, 
the transaction will reduce Shire’s overall ROIC in the near term until post launch of SHP643. The Phase 3 program for SHP643 is 
progressing as planned per our deal model assumptions.

c)  Baxalta acquisition — the approach for Baxalta for this award formed part of a comprehensive consultation exercise with shareholders 
who were all supportive of adjusting the 2014 outcome to exclude Baxalta from the performance assessment given that 80 percent of 
the performance period for this award had already passed at the time the acquisition of Baxalta was completed. The 2015 and 2016 
LTIP awards have been adjusted to include Baxalta’s performance (given the much more significant amount of the performance period 
which remained at the time the acquisition was completed). Full details on these revised targets are set out on pages 85 and 86. 

a) Deal completed: February 21, 2015 
b) Deal completed: January 22, 2016 
c) Deal completed: June 03, 2016

2014 PSP grant 2014 PSP vesta) NPS acquisition b) Dyax acquisition c) Baxalta acquisition

2014 2015 2016
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The below table shows the final adjusted results under the 2014 performance matrix (excluding the acquisitions of NPS, Dyax and Baxalta 
as a result of the SAEs approved by the Committee) and the unadjusted results (showing the impact on vesting levels of not making any 
adjustments for SAEs).

Adjusted results (excluding NPS, Dyax and Baxalta)

2013 2014 2015 2016 Outcome Vesting multiplier

Non GAAP Adjusted ROIC % 15.6% 14.7% 14.8% 17.2% 54 bp change p.a. 4.0x multiplier
(100% vesting)Non GAAP EBITDA $’M 1,987 2,756 2,799 3,096 15.9% CAGR 2013 - 2016

Unadjusted results

2013 2014 2015 2016 Outcome Vesting multiplier

Non GAAP Adjusted ROIC % 15.6% 14.7% 10.3% 7.0% -284 bp change p.a. 0.0x multiplier
(0% vesting)Non GAAP EBITDA $’M 1,987 2,756 2,924 4,710 33.2% CAGR 2013 - 2016

Context of Dyax acquisition
• It is important to note that the Dyax acquisition had the most significant impact on ROIC of all the three acquisitions during the period.
• This is because the key asset of Dyax (SHP 643, formerly DX-2930) was not generating revenue at the point of acquisition. However, if 

the drug is approved and is successful it has the potential to provide significant benefits to patients and secure Shire’s leadership in 
HAE drugs until 2030.

• Therefore the acquisition was made with a long-term revenue generation view.
• The business anticipates an upward ROIC trajectory over the coming years as the benefits from the Dyax acquisition (and the NPS and 

Baxalta acquisitions) are realized with ROIC. 

c) Other audited disclosures
Scheme interests awarded during 2016 (subject to audit)
2016 LTIP awards 
The following tables set out details of the SAR and PSU awards granted to the Executive Directors under the LTIP during 2016. 

Vesting of the 2016 LTIP awards will be determined by the Committee taking into account performance over the performance period 
(January 1, 2016 to December 31, 2018). In addition, any Significant Adjusting Events that are relevant will be taken into consideration, as 
well as an overall assessment of the underlying performance of the Company. 

Award type 
(ADS)

Number 
of ADSs 
awarded

Share price 
on grant/

Exercise price

% of award
vesting for 
threshold

performance

% of award
vesting for
maximum

performance

Face value of
base award/

threshold 
vesting

(% of 
2016 salary)

Face value of
total award/ 

maximum 
vesting

(% of 
2016 salary)

Face value of
total award/

maximum 
vesting
($’000)

Flemming Ornskov
SAR 43,329

$161.42 20% 100%

83% 414% $6,994
PSU 32,497 62% 311% $5,246

Jeff Poulton
SAR 13,681 77% 384% $2,208
PSU 10,261 58% 288% $1,656

The maximum SAR and PSU awards are granted and, subject to the achievement of performance conditions, are adjusted at the date of vesting. 
The number of SARs and PSUs as well as the exercise price for SAR awards is calculated using an approach based on the average three-day closing mid-market 
share price at the date of grant of February 26, 2016.

Revised performance targets for in-flight LTIP awards
In light of the acquisition of Baxalta, and following further consultation with our largest shareholders, the Committee revised the 
performance targets for LTIP awards made in 2015 and 2016. In determining the revised targets for the Product Sales and Non GAAP 
EBITDA measures for the 2015 and 2016 LTIP awards, the Committee took into account both the original targets set at the start of the 
performance period (and disclosed within the 2014 and 2015 Remuneration Reports) and the Long-Range Plan, which builds on the most 
up-to-date performance expectations for the combined business, including Baxalta.

In order to determine that the revised targets remained equally stretching to achieve as the original targets, the Committee reviewed the 
amended performance ranges against current consensus forecasts available at the time. The 2015 targets were also updated to include 
the performance expected from the NPS and Dyax acquisitions (these were not included in the original 2015 target setting as 
the acquisitions occurred after the original targets were set). 

The need to reduce the ROIC underpin for the 2015 and 2016 awards to 7.75 percent was accepted by the majority of shareholders since 
a short to medium downward impact on ROIC was inevitable in light of the increase in our invested capital following the recent Baxalta, 
NPS and Dyax acquisitions. 
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The original and revised performance targets for the 2015 and 2016 awards are set out in the table below.

Original and revised performance targets for the 2015 LTIP award Original and revised performance targets for the 2016 LTIP award

Threshold Maximum Threshold Maximum

$6,800m $7,500m $8,184m $9,480m
Product Sales Product Sales

$13,953m $15,389m $15,000m $17,000m

Non GAAP  
EBITDA

$3,300m $3,675m Non GAAP  
EBITDA

$3,928m $4,696m

$6,414m $7,143m $6,645m $7,940m

Non GAAP 
Adjusted ROIC

    11% Non GAAP 
Adjusted ROIC

10.625%

7.75% 7.75%

 Pre-Baxalta figures        Post-Baxalta figures

20 percent of each award will be payable for threshold performance. There is no vesting below this performance level. 100 percent of the 
award will be payable for maximum performance, which would result in the total award vesting, with straight-line vesting within this 
performance range. In all cases, awards will only vest if the Committee determines that the underlying performance of the Company is 
sufficient to justify the vesting of the award.

EAI deferred shares granted in 2016 (in respect of 2015 EAI outcome)
25 percent of any outcome under the EAI is deferred into shares. To satisfy these, awards of Restricted Stock Units and Restricted 
Shares were granted in March 2016 under the Deferred Bonus Plan (“DBP”) (a sub plan of the LTIP) as follows to Executive Directors as 
part of their 2015 EAI award and will vest three years from the point of deferral subject to the terms of the plan rules.

Award type Number of ADSs awarded Share price at grant1 Face value of award2

Flemming Ornskov Restricted Stock Units (“RSUs”) 4,245 $160.99 $683,403
Jeff Poulton Restricted Shares (“RS”) 560 $163.02 $91,293

1 The share price for Dr. Ornskov is based on the average three-day closing mid-market share price up to and including the date of grant. The share price for 
Mr. Poulton is based on the average acquisition price at purchase as his award took the form of Restricted Shares.

2 Based on the share prices on the date of grant of March 11, 2016.

Directors’ shareholdings and scheme interests (subject to audit)
The CEO, CFO and other members of the Executive Committee are required to own shares in the Company equivalent to 200 percent, 
150 percent and 100 percent of base salary, respectively, within a five-year period following their appointment. All shares beneficially 
owned by an executive or deferred under the EAI count towards achieving these guidelines. The Committee reviews share ownership 
levels annually for this group. Current shareholding levels for Directors are set out in the table below and show that the shareholding 
guideline for the CEO has been significantly exceeded, thus demonstrating his alignment with shareholder interests. The CFO is relatively 
new in role and so has not yet met the requirement but has a three further years in which to do so.

Executive Directors’ shareholdings relative to guidelines

 Shareholding guideline

 Actual shareholding

0% 100% 200% 300% 400% 500% 600% 700% 800%

CFO

CEO
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Summary of Executive Directors’ shareholdings and scheme interests

Security
type1

Shareholding 
as at Dec 31,
2016 or date
of resignation2

Scheme interests as at Dec 31, 20162 Total
shares held

which count
towards the

shareholding
guidelines
(as a % of

salary as at
Dec 31, 2016)

Total
RS/RSUs 
awarded

under the EAI3 

Subject to the achievement 
of performance conditions4:

Total SARs
vested but

unexercised5

Total
interests

Total
PSUs/RSUs

unvested
Total SARs

unvested

Flemming Ornskov
ADS 42,502 9,449 77,927 103,901 64,585 298,364

690%Ord Shares 37,500 – – – – 37,500
Jeff Poulton6 ADS 3,746 560 18,318 23,816 13,773 60,213 131%

1 One ADS is equal to three Ordinary Shares.
2 No changes in Directors’ interests have occurred during the period December 31, 2016 to February 22, 2017.
3 This represents unvested RS and RSUs awarded under the EAI which are not subject to performance conditions and which are forfeited in the case of 

termination for cause.
4 All unvested awards are subject to the achievement of performance conditions, adjusted at the date of vesting, with the exception of (i) RS and RSUs awarded 

under the EAI and (ii) 669 RSUs and 1,273 SARs awarded to Mr. Poulton prior to his appointment as Chief Financial Officer. 
5 Vested but unexercised SARs are no longer subject to the achievement of performance conditions.
6 Mr. Poulton’s shareholding has been rounded up to the nearest whole ADS, with his precise shareholding including a fractional entitlement to an ADS resultant 

of the operation of a dividend reinvestment plan.

Awards under the Company’s long-term incentive plans and broad-based share plans are satisfied either by market purchased shares 
which are held in an employee benefit trust or the issue of new shares within the limits agreed by shareholders when the plans were 
approved. These limits comply with the Investment Association’s guidelines which require that no more than 10 percent of a company’s 
issued share capital be issued in accordance with all employee share plans in any 10-year period, with no more than 5 percent issued in 
accordance with discretionary employee share plans.

Shire Annual Report 2016 101

S
tr

at
eg

ic
 re

po
rt

G
o

ve
rn

an
ce

Fi
na

nc
ia

l s
ta

te
m

en
ts

O
th

er
 in

fo
rm

at
io

n



Executive Directors’ scheme interests

Award type1

Date 
of award

As at 
Jan 1,
2016

Shares
awarded

Dividend
shares2 Lapsed

Exercised/
released

As at 
Dec 31,

2016
Exercise

price

Share 
price on

exercise/
release

Normal exercise 
period/vesting 

date

Flemming Ornskov

SAR3 Feb 28, 2013 45,601 45,601 $95.04
Feb 28, 2016 

to Feb 28, 2020
PSU3 Feb 28, 2013 34,201 425 34,626 $157.84 Feb 28, 2016

SAR3 May 2, 2013 18,984 18,984 $91.59
May 2, 2016

to May 2, 2020

PSU3 May 2, 2013 10,821 121 10,942 $186.50 May 2, 2016

SAR3 Feb 28, 2014 34,174 34,174 $168.54
Feb 28, 2017 

to Feb 28, 2021
PSU3 Feb 28, 2014 25,631 25,631 Feb 28, 2017
RS (EAI)4 Mar 31, 2014 2,703 2,703 Mar 31, 2017
RS (EAI)4 Feb 13, 2015 2,501 2,501 Feb 13, 2018

SAR3,5 Apr 30, 2015 26,398 26,398 $245.48
Apr 30, 2018 

to Apr 30, 2022
PSU3,5 Apr 30, 2015 19,799 19,799 Apr 30, 2018

SAR3,5 Feb 26, 2016 43,329 43,329 $161.42
Feb 26, 2019 

to Feb 26, 2023
PSU3,5 Feb 26, 2016 32,497 32,497 Feb 26, 2019
RSU (EAI)4 Mar 11, 2016 4,245 4,245 Mar 11, 2019
Jeff Poulton

SAR Feb 28, 2012 4,376 4,376 $105.50
Feb 28, 2015 

to Feb 28, 2019

SAR Feb 28, 2013 2,708 2,708 $95.04
Feb 28, 2015 

to Feb 28, 2020

SAR Feb 28, 2013 5,419 5,419 $95.04
Feb 28, 2016 

to Feb 28, 2020
RSU Feb 28, 2013 949 11 960 $157.84 Feb 28, 2016

SAR Feb 28, 2014 635 635 $168.54
Feb 28, 2015 

to Feb 28, 2021

SAR Feb 28, 2014 635 635 $168.54
Feb 28, 2016 

to Feb 28, 2021

SAR Feb 28, 2014 1,273 1,273 $168.54
Feb 28, 2017 

to Feb 28, 2021
RSU Feb 28, 2014 333 2 335 $157.84 Feb 28, 2016
RSU Feb 28, 2014 669 669 Feb 28, 2017
PSU3 Feb 28, 2014 742 742 Feb 28, 2017

SAR3,5 Apr 30, 2015 8,862 8,862 $245.48
Apr 30, 2018 

to Apr 30, 2022
PSU3,5 Apr 30, 2015 6,646 6,646 Apr 30, 2018

SAR3,5 Feb 26, 2016 13,681 13,681 $161.42
Feb 26, 2019 

to Feb 26, 2023
PSU3,5 Feb 26, 2016 10,261 10,261 Feb 26, 2019
RS (EAI)4 Mar 11, 2016 560 560 Mar 11, 2019

1 All awards are over ADSs. The number of ADSs over which PSU, RSU and SAR awards are granted is calculated using the average three-day closing mid-market 
ADS price at the time of grant. The number of ADSs in respect of which a RS award is granted is determined by the acquisition price per ADS at the time of 
grant. Unless otherwise indicated, all awards are granted under the Shire Long-Term Incentive Plan or its predecessor plan; the Shire Portfolio Share Plan.

2 In accordance with the rules of the respective share plans, the vested PSU and RSU awards have been increased to reflect the dividends paid by Shire in the 
period from the date of grant to the date of vesting.

3 The maximum SAR and PSU awards are granted and, subject to the achievement of performance conditions, adjusted at the date of vesting. Performance 
conditions attached to SAR and PSU awards granted in 2013 and 2014 are Non GAAP Adjusted ROIC and Non GAAP EBITDA targets within a performance 
matrix. Performance conditions attached to SAR and PSU awards granted from 2015 onwards are Product Sales and Non GAAP EBITDA targets with a Non 
GAAP Adjusted ROIC underpin. In all cases, awards will only vest if the Committee determines that the underlying performance of the Company is sufficient to 
justify the vesting of the award.

4 25 percent of any outcome under the EAI is deferred into shares through the grant of Restricted Stock Units or Restricted Shares.
5 A two-year holding period will apply following the three-year vesting period for SAR and PSU awards granted from 2015 onwards.

On October 31, 2016, Dr. Ornskov exercised an option over 84 notional ADSs granted under the Shire Global Employee Stock Purchase Plan (“GESPP”) at an 
exercise price of $147.56 per ADS. On November 1, 2016, Dr. Ornskov and Mr. Poulton were each granted an option over notional ADSs pursuant to the GESPP; 
each electing to save $480.77 per fortnight.
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Non-Executive Directors’ scheme interests

Committee member Security type1

Shareholding as at Dec 31, 2016 
or date of resignation2

Susan Kilsby ADS 7,625
William Burns Ord Shares 3,955
Dominic Blakemore Ord Shares 1,521
Olivier Bohuon Ord Shares 1,829
Gail Fosler ADS 7,907
Steven Gillis ADS 1,388
David Ginsburg ADS 827
Sara Mathew ADS 1,275

Anne Minto Ord Shares 5,218
Albert Stroucken ADS 5,872
David Kappler3 Ord Shares 12,254

1 One ADS is equal to three Ordinary Shares.
2 No changes in Directors’ interests have occurred during the period December 31, 2016 to February 22, 2017.
3 David Kappler stood down from the Board on April 28, 2016.

d) 2016 single total figure of remuneration for the Chairman and Non-Executive Directors (subject to audit)

Board fees Committee fees

Travel
allowance2

Taxable
benefits3

Total
2016 fees

Total
2015 feesBasic fee

Additional
fees1

Audit,
Compliance

& Risk
Committee

Remuneration
Committee

Nomination &
Governance
Committee

Science &
Technology
Committee

Susan Kilsby £450,000 £25,000 £2,057 £477,057 £467,605

William Burns4 £96,365 £18,000 £12,500 £8,750 £10,000 £15,000 £2,057 £162,672 £152,250

Dominic Blakemore £93,000 £10,000 £25,000 £15,000 £143,000 £136,000
Olivier Bohuon5 £93,000 £9,000 £8,413 £10,000 £10,000 £130,413 £67,500

Gail Fosler6 £53,654 £6,000 £7,040 £5,000 £71,694

Steven Gillis £93,000 £16,000 £12,500 £12,500 £10,000 £15,000 £2,057 £161,057 £166,000

David Ginsburg £93,000 £14,000 £8,750 £20,000 £15,000 £2,057 £152,807 £148,666

Sara Mathew £93,000 £14,000 £12,500 £12,500 £15,000 £147,000 £40,181

Anne Minto £93,000 £14,000 £25,000 £8,750 £15,000 £2,052 £157,802 £153,750
Albert Stroucken7 £53,654 £8,000 £7,040 £7,040 £5,000 £80,734

David Kappler8 £32,038 £4,000 £4,087 £5,721 £45,846 £148,000

1 For Board and Committee meetings attended in addition to those scheduled as part of the normal course of business.
2 The Non-Executive Directors receive an additional fee of £5,000 where transatlantic travel is required to attend Board meetings. 
3 The taxable benefits figure relates to tax preparation assistance provided by the Company and has been converted into Sterling using the 2016 EUR:GBP 

average exchange rate of 1.2333.
4 William Burns was appointed as the Senior Independent Director on April 28, 2016.
5 Olivier Bohuon was appointed to the Remuneration Committee on April 28, 2016.
6 Gail Fosler was appointed to the Board on June 3, 2016, and to the Audit, Compliance & Risk Committee on June 7, 2016.
7 Albert Stroucken was appointed to the Board on June 3, 2016, and to the Audit, Compliance & Risk Committee and Remuneration Committee on June 7, 2016.
8 David Kappler stepped down from the Board, the Audit, Compliance & Risk Committee and the Nomination & Governance Committee on April 28, 2016.

Payments to past Directors (subject to audit) and payments for Loss of Office (subject to audit)
In line with Matthew Emmens’ contract as Chief Executive Officer of Shire, Mr. Emmens is entitled to continued medical cover up to the 
age of 65. This benefit was provided until June 2016 when Mr. Emmens reached age 65. The value of this benefit received during 2016 
was $9,543. 

No further payments were made to past Directors. No payments were made to Directors for loss of office during the year.
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e) Non-audited disclosures
TSR performance graph and CEO pay
The graph below shows the Total Shareholder Return (“TSR”) for Shire and the FTSE 100 Index over an eight-year period. TSR is 
calculated as the change (indexed) between the fourth quarter TSR (average for the period) in the relevant year and the base year. 
The FTSE 100 Index reflects the 100 largest quoted companies by market capitalization in the United Kingdom and has been chosen 
because the FTSE 100 represents the broad market Index within which the Company’s shares are traded. The graph illustrates the 
change in value of a hypothetical £100 holding over eight years commencing December 31, 2008 and ending December 31, 2016.

 Total Shareholder Return — change in value of a hypothetical £100 holding over eight years
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CEO pay

CEO

2009 2010 2011 2012 2013 2014 2015 2016

Angus
Russell

Angus
Russell

Angus
Russell

Angus
Russell

Angus
Russell

Flemming
Ornskov2

Flemming
Ornskov2

Flemming
Ornskov

Flemming
Ornskov

Short-term incentive (% of maximum) 70% 65% 50% 48% 26% 81% 100% 100% 88%

Long-term incentive1 (% of maximum) 84% 88% 100% 100% 50% – – 100% 100%

Total remuneration ($’000) $4,781 $9,634 $17,506 $13,430 $5,759 $3,402 $4,137 $16,939 $10,326

1 Long-term incentive figures relate to any awards that vest shortly after the end of the relevant financial year. 
2 Dr. Ornskov did not have any long-term incentive awards vest until 2015.

Percentage change in CEO remuneration 
The following table shows the percentage change in the base salary, taxable benefits and annual bonus of the CEO between the current 
and previous financial year compared to the average percentage change for all other employees. 

Percentage change between 2015 to 2016

Salary and fees Taxable benefits
Short-term
incentives1 

CEO2 11% 958% (3%)
All other employees3 8% (15%) 0%

1 Due to timing of the 2016 year-end process, the actual short-term incentive figures for all other employees had not been finalized by the date of this report. 
Therefore, the 2016 short-term incentive figures represent target figures multiplied by the 2016 Corporate Bonus Modifier score approved by the Committee in 
early February, which represents the Company’s best estimate of actual bonus outcomes.

2 Reflects the 2015 and 2016 remuneration for Flemming Ornskov as reported in the single total figure of remuneration table in Part 2(b).
3 Reflects the average change in remuneration for all other Legacy Shire employees globally that were annual bonus eligible. To help minimize distortions in the 

underlying data, certain adjustments have been made. In particular, the figures have been prepared on the basis of permanent employees who have been 
employed with the Company for the two preceding calendar years to provide for a consistent employee comparator group (the figures therefore exclude 
Legacy Baxalta employees). This approach is consistent with the disclosure presented in the 2015 Annual Report on Remuneration.

CEO taxable benefits
• The above disclosure shows an increase in the CEO’s taxable benefits of 

958 percent from 2015 to 2016.

• This is due to the specific support that was provided to the CEO in relocating his 
family from Switzerland to Boston where he is permanently based.

• Therefore the benefit provision for 2016 is not typical and it is not intended that this 
support will be provided in future years.
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Relative importance of spend on pay

2016 1,143.5
1,049.32015

9% 2016 171.3
134.02015

28%2016 3.3
2.92015

11%

Overall spend on pay ($’M) Shareholder distributions ($’M) Non GAAP EBITDA ($bn) 

All figures have been prepared using Legacy Shire data only to provide consistency in the reporting over the two preceding financial years.

Overall spend on pay increased by 9 percent in 2016 reflecting a 16 percent increase in the regular workforce in support of business 
growth and expansion.

Non GAAP EBITDA increased 11 percent in 2016 as a result of strong product sales growth, held back by increased investment in 
combined R&D and SG&A. 

Shareholder distributions increased by 28 percent in 2016 due to the significantly increased number of shares in issue following the 
acquisition of Baxalta combined with a 15 percent growth in full-year dividend per share in U.S. Dollar terms.

Remuneration Committee
Terms of reference
The Committee is responsible for agreeing the broad remuneration policy for the organization and the individual packages for the 
Chairman, Executive Directors, and certain other senior leadership roles. Within the agreed policy, the Committee determines the terms 
and conditions to be included in service agreements, including termination payments and compensation commitments, where applicable. 
The Committee also determines performance targets applicable to the Company’s annual bonus and long-term incentive plans, and has 
oversight of the Company’s share incentive schemes. The Committee’s terms of reference were reviewed in February 2017 and are 
available in full on the Company’s website www.shire.com.

Membership and attendance
As at the year-end, the Remuneration Committee comprised six independent Non-Executive Directors, each appointed on the basis of 
their knowledge and experience of matters relating to compensation. 

Committee member1 Date of appointment Meeting attendance2

Anne Minto3 Jun 16, 2010 9(9)
Olivier Bohuon4 Apr 28, 2016 4(6)
William Burns Mar 15, 2010 9(9)
Steven Gillis Oct 1, 2012 9(9)
Sara Mathew5 Dec 3, 2015 9(9)
Albert Stroucken Jun 7, 2016 4(4)

Note: The number in brackets denotes the number of meetings that Committee members were eligible to attend.
1 Dominic Blakemore and Ian Clark were appointed as members of the Committee on February 15, 2017.
2 There were six scheduled and three ad-hoc Committee meetings held during 2016.
3 Anne Minto served as a member of the Committee prior to her appointment as Committee Chairman on July 26, 2010.
4 Olivier Bohuon was absent from two ad-hoc Committee meetings due to illness.
5 Sara Mathew stood down as a member of the Committee on February 15, 2017.

At the invitation of the Committee Chairman, regular additional meeting attendees during the year included the Chairman of the Board 
and other Non-Executive Directors, the Chief Executive Officer and members of the following internal Group functions:  

• Human Resources
• Legal and Company Secretarial
• Finance
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Remuneration Committee activities in 2016
In 2016, the Committee discussed the key agenda items set out in the following table. As set out in the Chairman’s letter, 2016 was a very 
busy year for the company and the Committee given the transaction with Baxalta and the two consultations held before and after the 
2016 AGM:

Remuneration Committee activities  J
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 2
01

6
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6

D
ec

em
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r 2
01

6

Overall 
remuneration

Approval of 2015 performance and remuneration 
decisions for the CEO, the CFO and the Executive 
Committee
Revision of performance targets following the 
Baxalta transaction 
Review of market trends for Chairman, CEO, CFO 
and Non-Executive Director remuneration 
Review of the 2016 year-end compensation 
process and budgets for all employees
Review of preliminary 2016 performance and 
remuneration decisions for the CEO, CFO and the 
Executive Committee 

Short-term 
incentives

Assessment of Company performance against the 
2015 annual bonus funding scorecard 

Approval of the 2016 Corporate Scorecard 

Preliminary review of the proposed 2017 
Corporate Scorecard

Long-term 
incentives

Approval of the 2016 performance measures for 
LTIP awards to Executive Directors
Approval of annual offerings of Sharesave and 
GESPP awards
Consideration of potential SAEs in relation to 
outstanding LTIP performance cycles

Governance

Approval of the 2016 DRR

Regular updates on legislative, regulatory and 
corporate governance changes
Consideration of trends in executive remuneration 
and corporate governance developments
Review of the CEO, CFO and the Executive 
Committee’s shareholdings

Review of the Committee’s effectiveness 

Shareholder 
consultation

Letter to shareholders in advance of 2016 AGM 

Consultation with shareholders in advance  
of 2016 AGM 
Letter to shareholders post 2016 AGM setting out 
the intention to consult over the summer
Remuneration Committee agree approach to 
shareholder consultation exercise
Letter sent to shareholders setting out revised 
incentive targets 
Initial consultation with shareholders on revised 
incentive targets 
Review of feedback received from shareholder 
consultation exercise 

Follow-up consultation with shareholders on 
proposed incentive targets 
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Statement of shareholder voting
The graphic below shows how shareholders voted in respect of the remuneration report at the AGM held on April 28, 2016 and in 
prior years.

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

2016 AGM – Remuneration Report

2015 AGM – Remuneration Policy

49.45%50.55%

93.99%

97.20%

96.97%

6.01%

2.80%

3.03%

2015 AGM – Remuneration Report

2014 AGM – Remuneration Report

% of votes at AGM
 For  Against

Votes withheld are not a vote in law and are not counted in the calculation of the proportion of votes validly cast.

As set out earlier in this report, the advisory vote to approve the Directors’ Remuneration Report was considerably lower than in previous 
years and therefore as the Remuneration Committee Chairman, I personally spent considerable time with the Company’s largest 
shareholders over the course of the year to fully understand the concerns of those that voted against the report. The consultation 
confirmed that a significant number of shareholders who voted against the Remuneration Report in 2016 were focused on the lack of 
consultation over the salary increase awarded to the CEO in July 2015, and the quantum of the increase awarded without consultation. 
Following these discussions, the Committee is confident that shareholders fully understand the reasons why the Committee was unable 
to conduct their usual full and extensive approach to shareholder consultation in 2015 with respect to the increase in the CEO’s salary 
and while it does not change the outcome of the vote, shareholders recognize the communication restrictions placed on the Committee 
during the Baxalta pre-acquisition period. The Committee in turn fully appreciates our shareholders’ concerns around quantum and has 
materially responded to this concern in reducing the LTIP grant to both of our Executive Directors to 575 percent of salary for 2017 (as set 
out on page 88).

Advisors
In discharging its responsibilities in 2016, the Committee was materially assisted by those employees performing the roles of Chief 
Human Resources Officer and Group Vice President, Total Rewards. In addition, PricewaterhouseCoopers LLP (“PwC”), appointed by the 
Committee, continued to serve as independent external advisor to the Committee following a competitive tendering process in early 
2012. PwC also provided global consultancy services to the Company in 2016, primarily in respect of tax matters. Fees paid to PwC in 
relation to remuneration services provided to the Committee totaled £399,990 in 2016 and were determined based on the scope and 
nature of the projects undertaken for the Committee.

The Committee is satisfied that the advice received by PwC in relation to executive remuneration matters during the year was 
independent. The Committee reviewed the potential for conflicts of interest and judged that there were appropriate safeguards against 
any potential conflicts. PwC is a member of the Remuneration Consultants’ Group which operates a code of conduct in relation to 
executive remuneration consulting in the UK. 

The Directors’ Remuneration Report comprises pages 82 to 114 of this Annual Report. 

Approved by the Board of Directors and signed on its behalf by:

Anne Minto OBE 
Chairman of the Remuneration Committee 
February 22, 2017
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Appendix: Directors’ remuneration policy — key elements

a) Executive Director remuneration policy 
The purpose of the remuneration policy is to recruit and retain high-caliber executives and encourage them to enhance the Company’s 
performance responsibly and in line with the Company’s strategy and shareholder interests. The remuneration policy was approved by 
shareholders at the April 2015 AGM (April 28, 2015) and will be effective for a period of three years. Whilst there is currently no intention to 
revise the policy more frequently than every three years, the Committee will review the policy on an annual basis to ensure it remains 
strategically aligned and appropriately positioned against the market. Where any change to policy is considered, the Committee will 
consult with major shareholders prior to submitting a revised policy for shareholder approval.

This section sets out the key parts of the remuneration policy. The complete remuneration policy as approved by shareholders can be 
found within the 2014 Directors’ Remuneration Report available on the Company’s website www.shire.com.

The overall remuneration package for the Executive Directors is designed to provide an appropriate balance between fixed and variable, 
performance-related components, with a significant element of long-term variable pay given the long-term nature of the business. 

In determining the positioning of overall remuneration, the Committee takes into consideration pay levels against a Global Biotech peer 
group and a U.S. BioPharma peer group. These peer groups reflect the need for Shire to be aligned with the Biotech and BioPharma 
sectors in which the Company operates, the markets in which the Company competes for talent, and the geographies in which the 
Company operates. In addition, the FTSE 50 (excluding financial services) is used as a secondary reference point, given Shire’s position 
as a UK-listed company. 

The Committee is satisfied that the composition and structure of the remuneration package is appropriate and does not incentivize undue 
risk-taking.

Purpose & link to strategy Operation & Performance Assessment Opportunity

Fixed elements — Base salary

To recognize the market 
value of the role, an 
individual’s skills, 
experience and 
performance and an 
individual’s leadership 
and contribution to 
Company strategy.

Base salary is paid in cash and is pensionable. 

Individual and corporate performance are factors considered during the annual 
base salary review process. Any increases typically take effect on January 1 
each year.

Any significant salary increases, such as in cases where Executive Directors are 
relatively new in role, changes in responsibilities or significant variance to the 
market, will be appropriately explained.

Base salary is positioned with reference to Global 
Biotech and U.S. BioPharma peer groups. A FTSE 
50 (excluding financial services) group is used as 
a secondary reference point. The exact 
positioning depends on a variety of factors such 
as individual experience and performance, total 
remuneration increases across the Company 
and shareholder views.

Where appropriate, base salary increases are 
made in line with the average of employees’ 
salary increases, unless the Committee 
determines otherwise based on the factors 
listed above.

The annual base salaries for the Executive 
Directors are set out in Part 2(a) of this report.

Fixed elements — Retirement and other benefits

To ensure that benefits 
are competitive in the 
markets in which the 
Company operates.

Executive pension benefits are provided in line with market practice in the 
country in which an Executive is based. 

The Company provides a range of other benefits which may include a car 
allowance, long-term disability and life cover, private medical insurance and 
financial and tax advisory support. These benefits are not pensionable. Other 
benefits may be offered if considered appropriate by the Committee. 

The Company may also meet certain mobility costs, such as relocation support, 
expatriate allowances, temporary living and transportation expenses, in line with 
the prevailing mobility policy and practice for senior executives.

Executive Directors are eligible to participate in the all-employee share plans 
operated by the Company, such as the Global Employee Stock Purchase 
Plan (“GESPP”).

Executive Directors can receive a fixed contribution 
of up to 30 percent of annual salary by way of a 
retirement benefit provision.

The cost to the Company of providing other benefits 
may vary depending on such things as, market 
practice and the cost of insuring certain benefits.

1 Formerly referred to as Performance Share Awards (“PSAs”), name changed in the LTIP approved by shareholders at the 2015 AGM.
2 Product Sales is defined as product sales from continuing operations.
3 Non GAAP EBITDA growth is defined as the CAGR of Non GAAP EBITDA, as derived from the Group’s Non GAAP financial results included in its full year 

earnings releases, over the three-year vesting period. 
4 Non GAAP Adjusted ROIC reflects the definition used by the Company in its corporate scorecard. This definition aims to measure true underlying economic 

performance of the Company, by making a number of adjustments to ROIC as derived from the Company’s Non GAAP financial results including:
• Adding back to Non GAAP operating income all R&D expenses and operating lease costs incurred in the period;
• Capitalizing on the Group’s balance sheet historical, cumulative R&D, in process R&D and intangible asset impairment charges and operating lease costs 

which previously have been expensed;
• Deducting from Non GAAP operating income and an amortization charge for the above capitalized costs based on the estimated commercial lives of the 

relevant products;
• Excluding the income statement and balance sheet impact of non-operating assets (such as surplus cash and non-strategic investments); and
• Taxing the resulting adjusted operating income at the underlying Non GAAP effective tax rate.
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Purpose & link to strategy Operation & Performance Assessment Opportunity

Short-term incentives — Executive Annual Incentive (“EAI”)*

To reward individuals with 
an award based on 
achievement of pre-
defined, Committee-
approved corporate 
objectives (the corporate 
scorecard) and the 
individual’s contributions 
toward achieving 
those objectives.

Key performance 
measures are set by the 
Committee in the context 
of annual performance 
and ensuring progress 
towards the Company’s 
strategy — to grow value 
for all our stakeholders — 
focusing and excelling in 
everything we do to meet 
the current and future 
needs of patients.

In determining EAI awards for the Executive Directors, the Committee 
considers performance against each of the key performance measures within 
the corporate scorecard, taking into account the impact of strategic actions on 
the Company’s performance, the Company’s response to external 
opportunities and events that could not have been predicted at the beginning 
of the year and performance against personal objectives. In addition, the 
Committee may amend the performance measures or targets in exceptional 
circumstances where it considers that they are no longer appropriate.

The cash element (75 percent of any award) is paid in the first quarter of the 
year following the performance year, and the deferred shares element 
(25 percent of any award) is deferred and normally released after a period of 
three years. The release of deferred shares includes dividend shares 
representing accumulated dividends.

Malus and clawback arrangements are in place. These are compliant with the 
UK Corporate Governance Code 2012 (the “Code”) and in line with best 
practice in this area.

*The short-term incentive has been renamed the Executive Annual Incentive 
(previously the Executive Annual Incentive Plan). There is no change to the 
operation of the EAI (cash or deferred element) which is in line with the 
Remuneration Policy approved at the 2015 AGM. The deferred portion of the 
EAI outcome is operated under the Deferred Bonus Plan which is a sub-set of 
the LTIP rules approved at the 2015 AGM.

Up to 90 percent of base salary is payable for 
target performance for Executive Directors and up 
to 180 percent is payable for maximum 
performance, although actual payouts can range 
from 0 percent (threshold performance) upwards.

Each year the Committee determines the 
measures and weightings for the corporate 
scorecard within the following parameters: 

 – At least 75 percent of the corporate scorecard 
will be based on financial performance; and

 – Non-financial corporate scorecard measures 
will be based on other strategic priorities for 
the relevant financial year. For 2015, this was 
aligned with our four key strategic drivers:

 – Growth;
 – Innovation;
 – Efficiency; and
 – People.

The precise allocation between financial and 
non-financial measures (as well as the weightings 
within these measures), will depend on the 
strategic focus of the Company in any given year.

Long-term incentives — Long-Term Incentive Plan (“LTIP”)

To incentivize individuals to 
achieve sustained growth 
through superior long-term 
performance and create 
alignment with 
shareholders.

The LTIP measures, 
Product Sales and Non 
GAAP EBITDA, were 
selected by the Committee 
as it believes that they 
represent meaningful and 
relevant measurements of 
performance and are an 
important measure of the 
Company’s ability to meet 
the strategic objective to 
grow value for all 
our stakeholders.

The Committee reviews 
annually whether the 
performance measures 
and calibration of targets 
remain appropriate and 
sufficiently challenging 
taking into account the 
Company’s strategic 
objectives and 
shareholder interests.

LTIP grants for the Executive Directors comprise two types of award:

 – SAR awards. A Stock Appreciation Right (“SAR”) is the right to receive 
Ordinary Shares or ADSs linked to the increase in value of Ordinary Shares 
or ADSs from grant to exercise.

 – PSU awards. A Performance Share Unit (“PSU”)1 is the right to receive a 
specified number of Ordinary Shares or ADSs.

SAR and PSU awards granted to Executive Directors vest three years from the 
date of grant, subject to the satisfaction of performance measures and are 
governed by the LTIP rules. SAR awards can be exercised up to the seventh 
anniversary of the date of grant. 

Vesting of awards requires the achievement of two independent measures: 

 – Product Sales2 targets (50 percent weighting); and 

 – Non GAAP EBITDA3 targets (50 percent weighting). 

The Committee will also use a Non GAAP Adjusted ROIC4 underpin at the end 
of the three-year performance period to assess the underlying performance of 
the Company before determining final vesting levels. 

The award may include dividend shares representing accumulated dividends 
on the portion of the award that vests.

The Committee reserves the right to make adjustments to the measures to 
reflect significant one off items that occur during the vesting period (Significant 
Adjusting Events (“SAEs”)). Potential SAEs are reviewed by the Committee 
against pre-existing guidelines5. The Committee will make full and clear 
disclosure of any such adjustments in the Directors’ Remuneration Report 
(“DRR”) at the end of the performance period. 

A two-year holding period will apply following the three-year vesting period for 
both PSUs and SARs. Shares may be sold in order to satisfy tax or other 
relevant liabilities as a result of the award vesting.

Malus and clawback arrangements are in place. These are compliant with the 
Code and in line with best practice in this area.

Executive Directors are encouraged to own shares in the Company equivalent 
to 200 percent (for the CEO) and 150 percent (for the CFO) of base salary 
within a five-year period following their appointment. All shares beneficially 
owned by an executive or deferred under the EAI count towards achieving 
these guidelines.

Maximum annual awards for Executive Directors 
in face value terms are 840 percent of salary for 
grants under the LTIP, consisting of:

 – 480 percent of base salary for SAR awards; 
and 

 – 360 percent of base salary for PSU awards.

Award levels are set to reflect an individual’s role, 
responsibilities and experience. 

Threshold vesting is equal to 20 percent of any 
award made, with maximum vesting being equal 
to 100 percent of any award made.

5 The Significant Adjusting Events pre-existing guidelines consist of the following:
• The event results from a strategic action that has a short-term impact on Non GAAP Adjusted ROIC or Non GAAP EBITDA growth, but is in the long-term 

interest of shareholders or the event was external and results in a significant change to the Company’s operating environment;
• The event is a one-off (as opposed to recurring) in nature;
• The event is “significant” which is defined by reference to its impact on Non GAAP EBITDA relative to a materiality threshold; and
• The event was not taken into account when the performance matrix was set.
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Legacy matters in relation to Executive Director remuneration 
The Committee will honor remuneration and related commitments to current and former directors (including the exercise of any 
discretions available to the Committee in relation to such commitments) where the terms were agreed prior to the approval and 
implementation of the remuneration policy detailed in this report. 

Notes to the remuneration policy table
Elements of previous policy that continue to apply
The following existing arrangements will continue to operate on the terms and conditions set out in the relevant Portfolio Share Plan 
(“PSP”) rules.

Purpose & link to strategy Operation & Performance Assessment Opportunity

Long-term incentives — Portfolio Share Plan (“PSP”)

Previous awards granted 
to incentivize individuals to 
achieve sustained growth 
through superior long-term 
performance and create 
alignment with 
shareholders’ interests.

Outstanding and unvested awards for the CEO comprise SAR and PSU 
awards. Vesting of PSP awards will be subject to the achievement of Non 
GAAP EBITDA and Non GAAP Adjusted ROIC targets within a performance 
matrix. 

The Committee reserves the right to make adjustments to the measures to 
reflect significant one off items which occurred during the vesting period 
(SAEs). Potential SAEs are reviewed by the Committee against pre-existing 
guidelines. The Committee will make full and clear disclosure of any such 
adjustments in the relevant DRR at the end of the performance period.

In addition, awards will only vest if the Committee determines that the 
underlying financial performance of the Company is sufficient to justify the 
vesting of the awards. 

Malus and clawback arrangements are in place for past awards to cover 
situations where results are materially misstated or in the event of serious 
misconduct.

Where an individual’s employment terminates, the PSP rules provide for 
unvested long-term incentive awards to lapse except as set out below.

Under PSP rules, where an individual is determined to be a “good” leaver, 
unvested long-term incentive awards vest upon termination subject to 
performance against applicable performance conditions and, unless the 
Committee determines otherwise, pro-rating for time. Any Committee 
determination will take into account a number of considerations, in 
particular performance and other circumstances relating to their termination of 
employment.

 – Good leaver reasons include retirement in accordance with the Company’s 
retirement policy, ill health, injury or disability, and redundancy or in other 
circumstances that the Committee determines.

 – Pro-rating for time will be calculated on the basis of the number of complete 
weeks in the relevant period during which the executive was employed (or 
would have been employed had the executive remained in employment 
throughout the notice period) as a proportion of the number of complete 
weeks in the relevant period.

The PSP rules provide that unvested awards will normally only vest on a 
change in control to the extent that any performance condition has been 
satisfied, unless the Committee determines otherwise, and would be reduced 
where less than two years have elapsed from the relevant grant date.

Outstanding awards granted to the CEO and CFO 
that were granted in 2014 and 2015, are set out in 
Part 2(c) of this report. 

Threshold vesting under the performance matrix is 
equal to 25 percent of any award made, with 
maximum vesting being equal to 100 percent.
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b) Chairman and Non-Executive Director remuneration policy 

Purpose & link to strategy Operation Opportunity

Overall remuneration

To attract and retain 
high-caliber individuals by 
offering market-
competitive fee levels.

The Chairman is paid a single fee for all of his/her responsibilities. The 
Non-Executive Directors are paid a basic fee. The members and Chairmen of 
the main Board committees and the Senior Independent Director are paid a 
committee fee to reflect their extra responsibilities. 

The Chairman and Non-Executive Directors receive 25 percent of their total 
fees in the form of shares. 

Additional fees may be paid to Non-Executive Directors (excluding the 
Chairman) on a per-meeting basis for any non-scheduled Board or Committee 
meetings required in exceptional or unforeseen circumstances, up to the 
relevant fee cap as set out in the Company’s Articles.

The Company reimburses reasonably incurred expenses and the Chairman 
and Non-Executive Directors are also paid an additional fee in respect of each 
transatlantic trip made for Board meetings.

The fees paid to the Chairman and the Non-Executive Directors are not 
performance related. The Chairman and Non-Executive Directors do not 
participate in any of the Group share plans, pension plans or other employee 
benefit schemes.

Fees are determined by the Executive Directors 
and the Chairman, with the exception of the 
Chairman’s fee which is determined by the 
Committee. 

To reflect the governance environment in which 
Shire operates fees are benchmarked against a 
UK FTSE 50 (excluding financial services) group. 
As a secondary reference point fee levels in the 
Global Biotech peer group and U.S. BioPharma 
peer group (the groups used for the Executive 
Directors) are taken into account.

In addition, the fee levels take into account the 
anticipated time commitment for the role and 
experience of the incumbent.

The Chairman’s and Non-Executive Directors’ 
fees are reviewed on an annual basis.

Where appropriate, increases are made with 
reference to the factors listed above and average 
employee salary increases since the last increase 
was applied.

c) Recruitment remuneration policy 
The following table sets out the various components which would be considered for inclusion in the remuneration package for the 
appointment of an Executive Director and the approach to be adopted by the Committee in respect of each component. 

Area Policy and operation 

Overall  – The Committee’s approach when considering the overall remuneration arrangements in the recruitment of a member of the Board 
from an external party is to take account of the Executive Director’s remuneration package in their prior role, the market positioning 
of the remuneration package, and to not pay more than necessary to facilitate the recruitment of the individual in question.

Fixed elements 

(Base salary, retirement 
and other benefits)

 – The salary level will be set with reference to the Company’s Global Biotech and U.S. BioPharma peer groups, with a FTSE 50 
(excluding financial services) group used as a secondary reference to ensure the positioning is appropriate.

 – The Executive Director shall be eligible to participate in Shire’s employee benefit plans, including coverage under all executive 
and employee pension and benefit programs in accordance with the terms and conditions of such plans, as may be amended 
by the Company in its sole discretion from time to time.

 – The Company may meet certain mobility costs, including but not limited to, relocation support, expatriate allowances, 
temporary living and transportation expenses in line with the prevailing mobility policy and practice for senior executives.

Short-term incentives  – The appointed Executive Director will be eligible to earn a discretionary annual incentive award in accordance with the rules 
and terms of Shire’s Deferred Bonus Plan.

 – The level of opportunity will be consistent with that stated in section (a) of this policy.

Long-term incentives  – The Executive Director will be eligible for performance based equity awards in accordance with the rules and terms of Shire’s 
Long-Term Incentive Plan. 

 – The quantum will be consistent with that stated in section (a) of this policy.
Replacement awards  – The Committee will consider what replacement awards (if any) are reasonably necessary to facilitate the recruitment of a new 

Executive Director in all circumstances. This includes an assessment of the awards and any other compensation or benefits 
item that would be forfeited on leaving their current employer.

 – The Committee will seek to structure any replacement awards such that overall they are not significantly more generous in 
terms of quantum or vesting period than the awards due to be forfeited.

 – In determining quantum and structure of these commitments, the Committee will seek to provide broadly equivalent value and 
replicate, as far as practicable, the timing and performance requirements of remuneration forgone. 

 – The Committee will seek to ensure that a meaningful proportion of the replacement awards which are not attributable to 
long-term incentives forgone will be delivered in Shire deferred shares, released at a later date and subject to continued 
employment.

 – If the Executive Director’s prior employer pays any portion of the remuneration that was deemed forgone, the replacement 
payments shall be reduced by an equivalent amount.

 – Replacement share awards, if used, will be granted using the Company’s existing long-term incentive plan to the extent 
possible, although awards may also be granted outside of this plan if necessary and as permitted under the Listing Rules.

 – In the case of an internal hire, any outstanding awards made in relation to the previous role will be allowed to pay out according 
to their original terms. If promotion is part way through the year, an additional top-up award may be made to bring the 
Executive Director’s opportunity to a level that is appropriate in the circumstances.
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d) Service contracts and termination arrangements
Executive Directors
The Committee’s policy on service contracts and termination arrangements for Executive Directors is set out below. As an overriding 
principle, it is the Committee’s policy that there should be no element of reward for failure. The Committee’s approach when considering 
payments in the event of termination is to take account of the individual circumstances including the reason for termination, performance, 
contractual obligations of both parties as well as share plan and pension scheme rules. 

Notice period  – The Committee’s policy is that Executive Directors’ service contracts should provide for a notice period of 12 months from the 
Company and the Executive Director.

 – The Committee believes this policy provides an appropriate balance between the need to retain the services of key individuals 
for the benefit of the business and the need to limit the potential liabilities of the Company in the event of termination.

 – Flemming Ornskov’s contract does not have a fixed term but provides for a notice period of 12 months in line with this policy. 
His contract is dated October 24, 2012.

Contractual payments  – Executive Directors’ contracts allow for termination with contractual notice from the Company or termination by way of 
payment in lieu of notice, at the Company’s discretion. Neither notice nor a payment in lieu of notice will be given in the event of 
gross misconduct.

 – Payments in lieu of notice could potentially include up to 12 months’ base salary and the cash equivalent of 12 months’ 
pension contributions, car allowance and other contractual benefits. There is no contractual entitlement to annual incentive 
payments in respect of the notice period. Any award is at the Committee’s absolute discretion, performance related and 
capped at the contractual target level.

 – Payment in lieu of notice would be made where circumstances dictate that the Executive Directors’ services are not required 
for the full 12 months of their notice period. Contracts also allow for phased payments on termination, which allow for further 
reduction in payments if the individual finds alternative employment outside of the Company during the notice period.

Retirement benefits  – Normal treatment to apply as governed by the rules of the relevant pension plan; no enhancement for leavers will be made.
Short-term incentives  – Where an Executive Director’s employment is terminated after the end of a performance year but before the payment is made, 

the executive will remain eligible for an annual incentive award for that performance year subject to an assessment based on 
performance achieved over the period. Where an award is made the payment may be delivered fully in cash. No award will be 
made in the event of gross misconduct. 

 – Where an Executive Director’s employment is terminated during a performance year, a pro-rata annual incentive award for the 
period worked in that performance year may be payable subject to an assessment based on performance achieved over the 
period.

 – The Committee’s policy is not to award an annual incentive for any portion of the notice period not served.

 – The relevant plan rules provide that any outstanding deferred shares will vest in accordance with the regular vesting period, 
except for where an Executive Director’s employment is terminated for cause in which case they will lapse. 

 – In the event of a variation in the equity share capital of the Company, demerger, a special dividend or distribution, or any 
corporate event which might affect the value of an award, the Committee may make adjustments to the number or class of 
stock or securities subject to the award.

Long-term incentives  – The treatment of unvested long-term incentive awards is governed by the rules of the relevant incentive plan, as approved by 
shareholders.

 – Where an individual’s employment terminates, the LTIP rules provide for unvested long-term incentive awards to lapse except 
as set out below.

 – Under the LTIP rules, where an individual is determined to be a “good” leaver, unvested long-term incentive awards will vest at 
the normal vesting date subject to performance against applicable performance conditions and, unless the Committee 
determines otherwise, pro-rating for time. Any Committee determination will take into account a number of considerations, in 
particular performance and other circumstances relating to their termination of employment.

 – Good leaver reasons include retirement in accordance with the Company’s retirement policy, ill health, injury or disability, 
and redundancy or in other circumstances that the Committee determines.

 – Pro-rating for time will be calculated on the basis of the number of complete weeks in the relevant period during which the 
executive was employed as a proportion of the number of complete weeks in the relevant period. Where an executive does 
not work during their notice period, the Committee may apply prorating by reference to the date the notice period would 
have expired.

 – Where an Executive Director’s employment is terminated or an Executive Director is under notice of termination for any reason 
at the date of award of any long-term incentive awards, no long-term incentive awards will be made.

 – In the event of a variation in the equity share capital of the Company, demerger, a special dividend or distribution, or any 
corporate event which might affect the value of an award, the Committee may make adjustments to the number or class of 
stocks or securities subject to the award and, in the case of an option, the option price.

Change in control  – In relation to unvested deferred annual bonus awards, the Deferred Bonus Plan rules provide that unvested awards will 
normally vest on a change in control.

 – In relation to unvested long-term incentive awards, the LTIP rules provide that unvested awards will normally only vest on a 
change in control to the extent that any performance condition has been satisfied and would be reduced where more than a 
year remains until the relevant vesting date, unless the Committee determines otherwise. 

 – The Committee’s policy is that contracts of employment should not provide additional compensation on severance as a result 
of change in control.
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External appointments
Executive Directors are permitted to hold one fee-paying external non-executive directorship, subject to prior approval by the Board. Any 
fees received from such appointments are retained by the Executive Director. During 2016, there were no external fee-paying non-
executive directorships held by the Executive Directors.

Chairman and Non-Executive Directors
The Chairman and Non-Executive Directors have letters of appointment and are appointed by the Board ordinarily for a term of two years. 
Their initial appointment and any subsequent re-appointment are subject to election, and thereafter annual re-election by shareholders. 
The Chairman and Non-Executive Directors are not entitled to compensation for loss of office. The Chairman and all Non-Executive 
Directors are subject to a three-month notice period. 

All service contracts and letters of appointments will be available for viewing at the Company’s 2017 AGM.

Shareholder engagement
The Committee takes the views of shareholders very seriously and is committed to ongoing dialogue with the Company’s shareholder 
base, which has a significant transatlantic element. This can take a variety of forms including meetings with major shareholders to 
consider significant potential changes to policy or specific issues of interest to particular shareholder groups, other dialogue to update 
shareholders and receive their feedback on planned refinements to arrangements, and annual voting on the DRR. 

Remuneration of other employees
The Committee recognizes that remuneration has an important role to play in supporting the implementation and achievement of the 
Company’s strategy and ongoing performance. When making remuneration decisions in respect of the Executive Directors, the 
Committee is sensitive to pay and employment conditions across the Company, in particular in relation to base salary decisions where 
the Committee considers the broader employee salary increase budget. The Committee approves the overall annual bonus funding for 
the Company each year and has oversight over the grant of all LTIP awards across the Company. In addition, annual performance for the 
Executive Directors is measured against the backdrop of the same corporate scorecard that is appropriately used to assess performance 
across the organization. This assessment of corporate scorecard performance includes a review of Non GAAP EBITA, Non GAAP 
Adjusted ROIC and Product Sales, adjusted to exclude the impact of the annual bonus corporate modifier on the full year results.

Given Shire’s diverse employee base, employing approximately 24,000 people across 68 countries, the Committee does not consider it 
appropriate to consult with employees over the remuneration policy for Executive Directors. However, many of the Company’s employees 
are shareholders through the Company’s all-employee share plans, and are therefore able to express their views on director remuneration 
at each general meeting. The Company also periodically carries out an employee engagement survey which provides employees the 
opportunity to feedback their views on a variety of employment related matters, including remuneration. 

The diagram set out on the following page illustrates how our remuneration policy and arrangements reinforce the achievement of Shire’s 
success and ensures that executives and employees are focused on delivering the same core objectives.
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Strategically and 
culturally aligned
Remuneration should 
reflect and align with 
our business strategy 
and organizational 
culture

Equity ownership can 
drive the right, 
long-term behaviors 
and alignment, in 
particular for leaders

Performance oriented
The way remuneration 
is structured and 
communicated can 
promote a performance 
culture

Employees should be 
rewarded based on 
their contribution to 
value creation

Competitive
Remuneration must be 
market competitive in 
order to attract and 
retain talent as well as 
to avoid overpaying

Relevant to 
employees
Each element of the 
package should be 
valued by employees 
and, as far as 
practicable, meet their 
differing needs and 
preferences

The ability to impact 
company value should 
influence the 
remuneration mix for 
employees

Clear and 
understandable
 Remuneration should 
be clear and 
understandable so that 
it can have real impact

Employees should 
understand the rationale 
for each element of 
remuneration and, 
where relevant, the link 
between performance 
and their reward

These act as a framework for remuneration decisions across the Company.

Overall remuneration
The structure and quantum of individual remuneration packages varies by geography, role and level of responsibility. 

In general, the proportion of variable remuneration in the total remuneration package increases with level of responsibility within 
the Company.

Fixed elements  
(base salary and benefits)
Employees’ base salaries are 
benchmarked against the relevant 
market taking into account the 
companies with whom we compete 
for talent, geography and, where 
relevant, company size.

For example, market data for the most 
senior leadership roles, in particular 
the Executive Committee reflects both 
the geographies in which we operate 
(with more than two thirds of 
employees as well as the majority of 
senior management based in the U.S.) 
and companies of a comparable size 
in the pharmaceutical and 
biotechnology sectors. 

Base salary increases across the 
Company are determined in light of 
similar factors as described for the 
Executive Directors.

Retirement and other benefit 
arrangements are provided to 
employees with appropriate 
consideration of market practice 
and geographical differences.

Short-term incentives
For Executive Directors’ short-term 
incentives, assessment is made 
against a corporate scorecard of key 
performance measures built around 
Shire’s key financial goals and other 
strategic priorities for the relevant year.

This same scorecard is appropriately 
used by each business and corporate 
function to ensure alignment with 
corporate goals, and also funds 
short-term incentives across the 
Company.

Scorecard targets are further used 
as a basis for determination of each 
employee’s performance objectives, 
with annual incentive awards payable 
in cash, strongly differentiated based 
on individual performance through 
linkages with the performance 
management system.

Long-term incentives
Discretionary long-term equity awards 
are made on an annual basis 
dependent on an employee’s level 
of responsibility within the Company 
and individual performance.

For Executive Directors and Executive 
Committee members, all awards vest 
at the end of a three-year period. 

For the rest of the employee 
population, phased vesting of awards 
occurs over a period of three years 
with the majority vesting at the end of 
the three-year period (except for PSU 
awards which vest at the end of a 
three-year period subject to the 
satisfaction of performance conditions).

Directors’ remuneration report continued

The Shire Remuneration Policy
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Directors 
Appointment and replacement 
Directors may be appointed by the Company 
by ordinary resolution or by the Board. 
Non-Executive Directors are appointed 
ordinarily for a term of two years, subject 
to shareholder approval. Re-appointment 
of Non-Executive Directors following the 
expiry of their term of appointment is 
subject to Board approval. The Board may, 
from time to time, appoint one or more 
Directors for such period and on such 
terms as it may determine and may also 
revoke or terminate any such appointment. 

The Company’s Articles of Association 
(the “Articles”) provide that at each Annual 
General Meeting (“AGM”) all those Directors 
who have been appointed by the Board 
since the last AGM, or who held office at 
the time of the two preceding AGMs and 
who did not retire at either of them, or who 
held office with the Company, other than 
executive office, for a continuous period of 
nine years or more at the date of the meeting, 
shall retire from office and may offer 
themselves for re-election by the members. 
Notwithstanding the provisions in the Articles, 
in accordance with the UK Corporate 
Governance Code, all Directors will 
be subject to annual re-election. 

Powers 
Subject to the provisions of the Companies 
(Jersey) Law 1991, as amended (the 
“Companies Act”), the Articles and 
directions given by the Company in general 
meeting by special resolution, the business 
of the Company is managed by the Board 
which may exercise all the powers of the 
Company whether relating to the 
management of the business of the 
Company or not. In particular, the Board 
may exercise all the powers of the 
Company to borrow money and to 
mortgage or charge all or any part of the 
undertaking, property and assets (present 
and future) and uncalled capital of the 
Company and, subject to the Companies 
Act, to issue debentures and other 
securities, whether outright or as collateral 
security, for a debt, liability or obligation of 
the Company or of a third-party. 

Liability insurance and indemnification 
In the year under review, the Group 
maintained an insurance policy for its 
Directors and Officers in respect of liabilities 
arising out of any act, error or omission 
whilst acting in their capacity as Directors 
or Officers. Qualifying third-party indemnity 
provisions were also in place during the 
year under review for the benefit of Directors 
in relation to certain losses and liabilities 

that they may potentially incur to third 
parties in the course of their duties. These 
remain in force at the date of this report.

Interests in material contracts 
Other than the insurance/indemnity 
provisions disclosed under “Liability 
insurance and indemnification” above, and 
Dr. Ginsburg’s stated interest below, none 
of the Directors had a material interest in 
any contract of significance to which the 
Company or any of its subsidiary 
undertakings was a party during the 
period under review.

David Ginsburg — royalty payments 
relating to co-invention of patents / 
merger agreement with Baxalta
Dr. Ginsburg, a Non-Executive Director of 
the Company, is the co-inventor of two 
patents: (i) no. US8597910 (relating to the 
von Willebrand Factor); and (ii) no. 
US8394373 (relating to ADAMTS13). As 
such, he is entitled to receive royalties for 
the use of those patents. Dr. Ginsburg 
assigned the von Willebrand Factor patent 
to the Boston Children’s Hospital and the 
ADAMTS13 patent to the University of 
Michigan. These assignments are subject 
to ordinary course commercial terms. The 
assignee institutions on-licensed the 
patents to a subsidiary of Baxalta, prior to 
its acquisition by the Company, which in 
return paid royalties to both institutions. 
The institutions paid a proportion of those 
royalties to, among others, Dr. Ginsburg. 
Following Shire’s acquisition of Baxalta, 
a subsidiary of the Company is now the 
originator of the royalty payments received 
by Dr. Ginsburg. Moreover, as a result of 
receiving the royalty payments, Dr. Ginsburg 
was considered to be interested in the 
merger agreement pursuant to which Shire 
acquired Baxalta on June 3, 2016. This 
interest was disclosed to shareholders 
prior to completion of the transaction.

Dividends
Subject to the provisions of the Companies 
Act, the Company may by ordinary resolution, 
from time to time, declare dividends not 
exceeding the amount recommended by 
the Board. Subject to the Companies Act, 
the Board may pay interim dividends, and 
also any fixed rate dividend, whenever the 
financial position of the Company, in the 
opinion of the Board, justifies its payment. 

The Board may withhold payment of all or 
any part of any dividends or other monies 
payable in respect of the shares from 
a person with a 0.25 percent interest 
(as defined in the Articles) if such person 
has been served with a restriction notice 
(as defined in the Articles) after failure to 
provide the Company with information 

concerning interests in those shares 
required to be provided under the Articles. 

Shire has put in place income access share 
arrangements that enable shareholders to 
elect to receive their dividends from a Group 
company resident for tax purposes in the UK. 
Further information is available in Note 27 to 
the consolidated financial statements. 

In respect of the six months to December 
31, 2016, the Board resolved to pay an 
interim dividend of 25.70 U.S. cents 
(2015: 22.16 U.S. cents) per Ordinary Share. 
Together with the first interim dividend 
payment of 4.63 U.S. cents (2015: 4.21 
U.S. cents) per Ordinary Share, this 
represents total dividends of 30.33 U.S. 
cents (2015: 26.37 U.S. cents) per Ordinary 
Share for the year ended December 31, 2016.

ACS HR Solutions Share Plan Services 
(Guernsey) Limited (the “Trustee”), trustee 
of the Shire Employee Benefit Trust (the 
“Trust”), has waived its entitlement to any 
dividends that become due and payable, 
from time to time, in respect of shares or 
other securities which are registered in 
the name of the trustee or its nominee(s). 
Total dividends waived by the Trustee 
during the year amounted to £200,980.59.

Shares 
Share capital 
As at the year ended December 31, 2016, 
the Company’s issued share capital 
comprised 912,173,612 Ordinary Shares of 
5 pence each of which 7,971,461 Ordinary 
Shares were held in treasury. 

Rights and obligations attaching 
to shares 
The rights and obligations attaching to the 
Ordinary Shares are set out in the Articles, 
which are available on the Company’s 
website. The Articles may only be amended 
by special resolution of the members of 
the Company. 

Variation of rights 
Subject to the Companies Act, rights 
attached to any class of shares may be 
varied with written consent of the holders 
of not less than two-thirds in nominal value 
of the issued shares of that class 
(calculated excluding any shares held in 
treasury) or with the sanction of a special 
resolution passed at a separate meeting of 
the holders of those shares. At each such 
separate general meeting, except an 
adjourned meeting, the quorum shall be 
two persons holding or representing by 
proxy not less than one third in nominal 
value of the issued shares of that class 
(calculated excluding any shares held 
in treasury).

Additional  
statutory information

Governance
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Additional statutory information continued

Issuance of shares
Subject to applicable statutes and subject 
to and without prejudice to any rights 
attached to existing shares, shares may be 
issued with such rights and restrictions as 
the Company may by special resolution 
decide or, if no such resolution has been 
passed or so far as the resolution does not 
make specific provision, as the Board may 
decide. Subject to the Articles, the 
Companies Act and other shareholders’ 
rights, unissued shares are at the disposal 
of the Board. 

Restrictions on transfer of shares 
There are no restrictions on the transfer of 
shares in the Company, except (i) that 
certain restrictions may, from time to time, 
be imposed by laws and regulations 
(for example insider trading laws); and 
(ii) pursuant to the Listing Rules of the UK 
Financial Conduct Authority whereby certain 
Directors and employees of the Company 
require the approval of the Company to 
deal in the Company’s Ordinary Shares. 

Voting 
It is the Company’s practice to hold a poll 
on every resolution at general meetings. 
Every member present in person or by 
proxy has, upon a poll, one vote for every 
share held by him. In the case of joint 
holders of a share the vote of the senior 
who tenders a vote, whether in person or 
by proxy, shall be accepted to the exclusion 
of the votes of the other joint holders and, 
for this purpose, seniority shall be 
determined by the order in which the 
names stand in the register of members 
in respect of the joint holding.

Restrictions on voting 
No member shall, unless the Board 
otherwise decides, be entitled to attend 
or vote at any general or class meeting in 
respect of any shares held if any call or 
other sum payable by that member remains 
unpaid. Also, a member may not be entitled 
to attend or vote if served with a restriction 
notice (as defined in the Articles). 

The Company is not aware of any 
agreements between holders of securities 
that may result in restrictions on voting rights. 

The Company maintains an American 
Depositary Receipt (“ADR”) program in the 
U.S. Each American Depositary Share 
(“ADS”) represents three Ordinary Shares. 
An ADS is evidenced by an ADR issued by 
Citibank, N.A. as Depositary, and is listed 
on the NASDAQ Global Select Market. 
Each ADS holder is entitled to the financial 
rights attached to such shares although the 
ADR Depositary is the registered holder of 
the underlying Ordinary Shares. 

As at December 31, 2016, the Trust held 
0.11 percent of the issued share capital of 
the Company (excluding treasury shares) 
on trust for the benefit of participants in the 
Company’s employee share plans. The 
voting rights in relation to these shares are 
exercised by the Trustee. The Trustee may 
vote or abstain from voting in any way it 
thinks fit and in doing so may take into 
account both financial and non-financial 
interests of the beneficiaries of the Trust or 
their dependents. Historically the Trustee 
has not exercised its right to vote. 

Purchase of own shares 
At its General Meeting held on May 27, 
2016, the Company was authorized, until 
the earlier of July 27, 2017, or the 
conclusion of the 2017 AGM, to make 
market purchases of up to 89,697,280 of its 
own Ordinary Shares. Further details 
regarding purchases by the Company of its 
own shares can be found in Note 27 to the 
consolidated financial statements.

Substantial shareholdings 
As at the year ended December 31, 2016, the 
Company had been notified of the following 
interests in its issued Ordinary Share capital 
pursuant to DTR 5 of the Disclosure 
Guidance and Transparency Rules:

Number 
of Ordinary

Shares

Percentage 
of issued

share
capital1

BlackRock, Inc. 71,248,018 7.92%

1 Excluding treasury shares

No further interests have been disclosed 
to the Company as at the date of this 
Annual Report.

Significant agreements 
The following significant agreements 
contain provisions entitling counterparties 
to exercise the following rights in the event 
of a change of control of the Company:

• Under the $2,100 million credit facility 
agreement dated December 12, 2014, 
between, amongst others, the Company 
and a number of its subsidiaries, 
Barclays Bank PLC (as the facility agent) 
and the banks and financial institutions 
named therein as lenders, upon a 
change of control any lender may, 
following not less than 30 days’ notice, 
cancel its commitments and require 
prepayment of its participation in any 
outstanding loans. For these purposes, a 
change of control occurs if any person or 
group of persons acting in concert gains 
the ability to control more than half the 

votes at a general meeting of the Company 
or holds more than half the equity share 
capital of the Company. A waiver of the 
mandatory prepayment provision would 
require the consent of each lender under 
the agreement. As at February 22, 2017, 
an amount of $370 million was 
outstanding under the agreement.  

• Under the $5,600 million term facilities 
agreement dated November 2, 2015, 
between, amongst others, the Company, 
Morgan Stanley Bank International 
Limited and Deutsche Bank AG, London 
Branch (acting as mandated lead 
arrangers and bookrunners), upon 
a change of control any lender may, 
following not less than 30 days’ notice, 
cancel its commitments and require 
prepayment of its participation in any 
outstanding loans. For these purposes, 
a change of control occurs if any person 
or group of persons acting in concert 
gains the ability to control more than 
half the votes at a general meeting of the 
Company or holds more than half the 
equity share capital of the Company. 
A waiver of the mandatory prepayment 
provision would require the consent 
of each lender under the agreement. 
As at February 22, 2017, an amount of 
$4,600 million was outstanding under 
the agreement. 

• The $5 billion Baxalta Inc. notes are 
senior unsecured obligations and, with 
the exception of the $375 million Floating 
Rate Notes due 2018, may be redeemed 
at Baxalta Inc.’s option at the greater of 
(1) 100 percent of the principal amount 
plus accrued and unpaid interest or 
(2) the sum of the present values of the 
remaining scheduled payments of 
interest and principal discounted to the 
date of redemption on a semi-annual 
basis at the applicable treasury rate 
(as defined) plus an incremental margin, 
plus, in either case, accrued and unpaid 
interest. The Baxalta Inc. notes also 
contain a change of control provision 
that may require that Baxalta Inc. offer 
to purchase the Baxalta Inc. notes at 
a price equal to 101 percent of the 
principal amount plus accrued and 
unpaid interest to the date of purchase 
under certain circumstances. 

• On September 23, 2016, Shire 
Acquisitions Investments Ireland 
Designated Activity Company (“SAIIDAC”), 
issued senior notes with a total aggregate 
principal value of $12,100 million 
(“SAIIDAC Notes”), guaranteed by 
Shire plc and, as of December 1, 2016, 
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by Baxalta.  SAIIDAC used the net 
proceeds to fully repay amounts 
outstanding under the January 2016 
Facilities Agreement which was used to 
finance the cash consideration payable 
related to the Company’s acquisition of 
Baxalta.  The SAIIDAC Notes are senior 
unsecured obligations and may be 
redeemed at SAIIDAC’s option at the 
greater of (1) 100 percent of the principal 
amount plus accrued and unpaid interest 
or (2) the sum of the present values of the 
remaining scheduled payments of 
interest and principal discounted to the 
date of redemption on a semi-annual 
basis at the applicable treasury rate (as 
defined) plus an incremental margin, 
plus, in either case, accrued and unpaid 
interest. The SAIIDAC Notes also contain 
a change of control provision that may 
require that SAIIDAC offer to purchase 
the SAIIDAC Notes at a price equal to 
101 percent of the principal amount plus 
accrued and unpaid interest to the date 
of purchase under certain 
circumstances.

Earnings guidance 
The following extracts were published by 
the Company during the year in its quarterly 
earnings releases: 

• February 11, 2016 — We expect Non 
GAAP diluted earnings per ADS growth 
in the 7 percent to 10 percent range in 
2016 (9 percent to 13 percent on a Non 
GAAP CER basis)1.

• April 29, 2016 — For Non GAAP diluted 
earnings per ADS, we expect 2016 
growth in the 7 percent to 10 percent 
range (9 percent to 13 percent on a Non 
GAAP CER basis)1.

• August 2, 2016 — Following the strong 
performance in the first half of the year, 
we are updating our guidance for 2016.

Full Year 2016 
US GAAP

Outlook 
Non GAAP1

Outlook

Diluted earnings  
per ADS

($0.40) 
– $0.00

$12.70 
– $13.10

• November 1, 2016 — After our first full 
quarter following the acquisition of 
Baxalta, we are reiterating our Non 
GAAP guidance from Q2 2016 and 
updating our US GAAP guidance.

Full Year 2016 
US GAAP

Outlook 
Non GAAP1

Outlook

Diluted earnings  
per ADS

($1.10) 
– ($0.70)

$12.70 
– $13.10

The realized earnings in respect of the 2016 
financial year were:

Full Year 2016 US GAAP Non GAAP1

Diluted earnings  
per ADS $1.27 $13.10
Growth against  
2015 financial year (81%) 12%

The US GAAP diluted earnings per ADS 
growth was 281 percentage points ahead 
of the most recently published guidance, 
with the variance primarily due to the 
impact of acquisition accounting. The Non 
GAAP1 diluted earnings per ADS growth 
was in line with the most recently published 
guidance. Further commentary on the 
performance of the Company during the 
year can be found starting on page 43.
1 For a reconciliation of Non GAAP financial 

measures to the most directly comparable 
measure under US GAAP, see pages 185 to 187.

Post year-end events 
The following important events affecting the 
Company or its subsidiaries occurred 
between December 31, 2016, and the date 
of this report:

ELAPRASE
On September 24, 2014, Shire’s Brazilian 
affiliate, Shire Farmaceutica Brasil Ltda, 
was served with a lawsuit brought by the 
State of Sao Paulo and in which the 
Brazilian Public Attorney’s office has 
intervened alleging that Shire is obligated to 
provide certain medical care including 
ELAPRASE for an indefinite period at no 
cost to patients who participated in 
ELAPRASE clinical trials in Brazil, and 
seeking recoupment to the Brazilian 
government for amounts paid on behalf of 
these patients to date, and moral damages 
associated with these claims.

On May 6, 2016, the trial court judge ruled 
on the case and dismissed all the claims 
under the class action, which was 
appealed. On February 20, 2017, the Court 
of Appeals in Sao Paulo issued the final 
decision on merit in favor of Shire and 
dismissed all the claims under the class 
action. The final decision can be appealed 
through the Superior Court of Justice or 
through the Supreme Court, however, the 
likelihood of one of those courts accepting 
the appeal is remote.

Political donations 
During the year ended December 31, 2016, 
Shire made political donations equal to an 
aggregate amount of $34,250 (2015: $nil). 
These donations were made only to 
committees of various political state 
candidates within the U.S. who had 
demonstrated support for improving patient 
access to medicines and other medical 
treatments. The donations were made 
pursuant to commitments and 
arrangements already in place at Baxalta 
prior to its acquisition by Shire. In 
accordance with Shire’s policy concerning 
political donations and expenditure, it is 
intended that no further political donations 
will be made.

Information required under 9.8.4 R of 
the Listing Rules (“LR”) 

Information requirement

Location within 
Annual Report

2016

Details of information required 
by LR 9.2.18 R. Page 117
Details of any contract of 
significance in which a Director 
is, or was, materially interested. Page 115
Details of any arrangement 
under which a shareholder has 
waived, or agreed to waive, 
any dividends. Page 115
Where a shareholder has agreed 
to waive future dividends, details 
of such waiver together with 
those relating to dividends which 
are payable during the period 
under review. Page 115

Other information requirements set out in 
LR 9.8.4 R are not applicable to the 
Company.

Branches
Details of branches of group subsidiaries 
can be found in Note 31 to the consolidated 
financial statements.
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The Directors are responsible for preparing 
the Annual Report and the financial 
statements in accordance with applicable 
law and regulations.

Company law requires the Directors to 
prepare financial statements for each 
financial year. Under that law the Directors 
are required to prepare the Group financial 
statements in accordance with accounting 
principles generally accepted in the United 
States of America. Under company law the 
Directors must not approve the accounts 
unless they are satisfied that they give a 
true and fair view of the state of affairs of 
the Group and of the profit or loss of the 
Group for that period. 

In preparing the Group financial statements, 
the Directors are required to:

• properly select and apply accounting 
policies

• present information, including accounting 
policies, in a manner that provides 
relevant, reliable, comparable and 
understandable information 

• provide additional disclosures when 
compliance with the specific 
requirements within accounting 
principles generally accepted in the 
United States of America are insufficient 
to enable users to understand the impact 
of particular transactions, other events 
and conditions on the entity’s financial 
position and financial performance 

• make an assessment of the Group’s 
ability to continue as a going concern

The Directors are responsible for keeping 
proper accounting records that are 
sufficient to show and explain the Group’s 
transactions and disclose with reasonable 
accuracy at any time the financial position 
of the Group and enable them to ensure 
that the financial statements comply with 
the Companies (Jersey) Law 1991. They are 
also responsible for safeguarding the 
assets of the Group and hence for taking 
reasonable steps for the prevention and 
detection of fraud and other irregularities.

Responsibilities statement 
Each of the Directors confirms that to the 
best of their knowledge:

• the financial statements, prepared in 
accordance with the accounting 
principles generally accepted in the 
United States of America, give a true and 
fair view of the assets, liabilities, financial 
position and profit or loss of the Group 
and the undertakings included in the 
consolidation taken as a whole

• the Strategic Report includes a fair 
review of the development and 
performance of the business and the 
position of the Group and the 
undertakings included in the 
consolidation taken as a whole, together 
with a description of the principal risks 
and uncertainties that they face

• the Annual Report and financial 
statements, taken as a whole, are fair, 
balanced and understandable and 
provide the information necessary for 
shareholders to assess the Group’s 
performance, business model and 
strategy

• there is no relevant audit information of 
which the Company’s auditor is unaware

• they have taken all the steps that they 
ought to have taken as Directors in order 
to make themselves aware of any 
relevant audit information and to 
establish that the Company’s auditor is 
aware of that information

The Responsibilities Statement and the 
Directors’ Report, which comprises pages 
2 to 118 of this Annual Report, were 
approved by the Board of Directors and 
signed on its behalf by:

Flemming Ornskov, MD, MPH 
Chief Executive Officer
February 22, 2017

Jeffrey Poulton 
Chief Financial Officer
February 22, 2017

Directors’  
responsibilities statement

Governance
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