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"MY DREAM IS
TO ENCOURAGE
OTHER PEOPLE
WITH DIABETES
AND TELL THEM
THAT YOU CAN
LIVE A VERY
GOOD LIFE; EVEN
BECOME A
PROFESSIONAL
CYCLIST!"

MANATO OHARA

Manato Ohara lives in Kanagawa,
Japan, and was diagnosed with type 1
diabetes when he was 10 years old. He
is now 12 years old and in first grade
of junior high school. He likes playing
football and racing his bike in the hope
of taking part in the Talent ID Camps
designed for juniors by Team Novo
Nordisk.

The patients portrayed in this Annual Report have participated of
their own accord and solely to express their personal opinions on
topics referred to in the articles in which they appear. Use of their
pictures as illustrations is in no way intended to associate them with
the promotion of any Novo Nordisk products. Any and all views and
opinions expressed by patients in this report are solely their own. They
have been invited to be included, and were in no way coerced. The
views and opinions they express are entirely their own, and do not
necessarily reflect the views and opinions of Novo Nordisk.
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A CHALLENGING YEAR

LETTER FROM THE CHAIRMAN

For Novo Nordisk’s shareholders, 2016 was not a good year. We
started the year on a share price of 399.9 kroner and ended on
254.7. That is the brutal fact. The drop was caused by lowered
growth expectations for our business in the US, which accounts for
around half of Novo Nordisk’s total sales, and the resulting revision of
the company’s long-term financial targets.

What we experienced in the US in 2016 was the interplay of several
related developments; with the large and increasing number of
people with diabetes in the US, diabetes care has become a major
cost driver for insurers and health plans which, in turn, are pushing
hard for better deals with healthcare providers and pharmaceutical
companies in order to curb costs. The organisations with which Novo
Nordisk negotiates rebates and access for its products are the
pharmaceutical benefit managers (PBMs), which have seen their
negotiating power increase due to a wave of consolidation that has
left only a handful of very large PBMs. At the same time, competition
among the pharmaceutical companies within diabetes care
intensified as new products entered an increasingly crowded
marketplace.

As a consequence of these developments, and as we announced in
our half-year financial statement, contract negotiations for 2017
resulted in higher-than-anticipated rebates to obtain broader
coverage for our products.

Due to the uncertainty it created regarding Novo Nordisk’s growth
prospects in the US in the coming years, this was not well received by
investors. Management has responded to this new situation through
a number of measures aimed at prioritising the activities and
innovative products with the greatest potential for making a positive
change for the people whose lives and well-being depend on our
medicines.

On 1 September, the Board of Directors announced a number of
changes to Novo Nordisk’s Executive Management, including a
change of CEO. After more than 34 years with the company, the past
16 of which as CEO, Lars Rebien Sgrensen retired on 31 December,
passing on the baton to Lars Fruergaard Jargensen, who joined Novo
Nordisk in 1991 and most recently held the post of executive vice
president (EVP) in charge of Corporate Development.

The Board had been planning the CEO succession for some years,
carefully evaluating a number of candidates for the role, and the
Board unanimously found Lars Fruergaard Jargensen to be the best
candidate. He has a very successful 25-year track record at Novo
Nordisk, during which he has time and again demonstrated his
business acumen and his ability as a strategist, problem solver and
great people leader. Furthermore, he personifies the Novo Nordisk
Way in every conceivable manner, always bearing in mind what is
best for our patients, employees and shareholders in the long run.

During his 16 years as CEO, Lars Rebien Sgrensen spearheaded Novo
Nordisk’s transformation into a global, very successful and highly
respected pharmaceutical company. On behalf of the Board of
Directors, | want to thank him for his outstanding leadership, steady
course and commitment to Novo Nordisk through both good and
more challenging times during his 34 years with the company.

Two other changes announced on 1 September took place with
immediate effect: Jakob Riis, then EVP and head of Region China,
Pacific & Marketing, was appointed EVP and head of North America
Operations, while Maziar Mike Doustdar, then EVP and head of

International Operations, continued in this role, but with
responsibility for all territories except for North America.

Both Jakob Riis and Maziar Mike Doustdar are very experienced
leaders who, throughout their careers with Novo Nordisk, have
demonstrated their ability to lead their organisations through
challenging times. On pp 32-35 and 36-39, you can read more
about their plans for the US and International Operations respectively.

Following these changes, two EVPs, Jesper Hgiland and Jerzy Gruhn,
decided to pursue careers outside of Novo Nordisk. | thank them for
their commitment and significant contributions to Novo Nordisk over
many years and wish them all the best.

Based on Novo Nordisk’s performance in 2016, the Board will at the
Annual General Meeting propose a final dividend of 4.60 kroner per
share, in addition to the 3 kroner which was paid as an interim
dividend in August 2016. Furthermore, the Board has decided to
initiate a new share repurchase programme of up to 16 billion kroner,
which will commence in February 2017.

On behalf of the Board, | would like to express my appreciation for
the leadership shown by Novo Nordisk’s management, the hard work
and dedication of the entire Novo Nordisk organisation, and the
support of our shareholders in what proved to be a challenging year.

Goran Ando
Chairman of the Board of Directors
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REFLECTIONS ON 2016

LETTER FROM LARS REBIEN SORENSEN,
CEO UNTIL 31 DECEMBER 2016

In my letter in last year’s Annual Report, | predicted that 2016 would be
another exciting and challenging year for Novo Nordisk. And indeed it
was. The excitement stems from the important advances we made in
R&D during the year, while our main challenge was related to our US
business.

Despite this challenge, we ended the year growing sales by 6% and
adjusted operating profit by 6%, both in local currencies. This was
within the range we had announced at the beginning of the year,
when we predicted sales growth of 5-9% and adjusted operating
profit growth of 5-9%, both in local currencies.

Sales growth was primarily driven by Victoza®, Tresiba® and Saxenda®
— key products which we expect to be major growth drivers in the
coming years.

Measured in local currencies, Victoza® accounted for 36% of sales
growth and remains the market leader in the GLP-1 segment for the
treatment of adults with type 2 diabetes. Tresiba® accounted for 47%
of sales growth and continues to do well in all the markets in which it is
competing with other insulin products on equal reimbursement terms.
Sales of Saxenda® are developing according to plan following its launch
in the US in 2015, and the product has now been launched in 15
countries.

Looking at how sales developed from a regional perspective, the short
version is that we had disappointing sales in the US, Region China
rebounded to double-digit growth, while the rest of our regions
performed in line with our plans. In the US, sales of insulin
and NovoSeven® did not meet our expectations. Insulin
sales decreased by 2% in local currencies, primarily
due to lower NovolLog® and NovolLog® Mix 70/30
prices and the loss of a major contract for these
two products at the beginning of the year.
5 NovoSeven® sales decreased in the US, as
some patients using the product entered
clinical trials with a competing product in
development. For more details, see the
performance report on pp 6-13.

In 2017, we will see lower net prices in the US as we had to increase
the rebates we offer the pharmaceutical benefit managers (PBMs) in
order to ensure broad market access for our products.

In response, we took several measures to align our costs to this new
reality. Regrettably, this also meant we had to lay off close to 1,000 of
our 42,000 colleagues in the autumn. This was a difficult decision, but
with employee costs being by far the largest cost item at Novo Nordisk,
there was no way of avoiding it. I would like to thank and wish our
former colleagues all the best in their future careers.

While it was our challenges in the US and the related consequences
mentioned above that attracted most attention in 2016, we also had
exciting news from our pipeline that will further strengthen our
product portfolio in the coming years. | would like to highlight three
developments:

e At the annual American Diabetes Association (ADA) congress in
June, we presented data from the LEADER study demonstrating that
Victoza® significantly reduces the risk of major cardiovascular events
and death in adults with type 2 diabetes. The results were also
published in The New England Journal of Medicine and have been
submitted to the FDA and the EMA for label update considerations.

e In September, the results of the SUSTAIN 6 study were presented at
the European diabetes conference (EASD) and published in The New
England Journal of Medicine. These showed that semaglutide, our
investigational glucagon-like peptide-1 (GLP-1) analogue injected
once weekly, significantly reduces the risk of major adverse cardio-
vascular events in adults with type 2 diabetes at high cardiovascular
risk.

* In November, the headline results of the DEVOTE trial in people with
type 2 diabetes demonstrated the safe cardiovascular profile and
reduced risk of severe hypoglycaemia of Tresiba® compared to insulin
glargine U100.

The above data further strengthen the clinical profile of our key
products, Victoza® and Tresiba®. The SUSTAIN trial has now been
successfully completed, and in December we filed for regulatory
approval of semaglutide in the US and in the EU for the treatment of
type 2 diabetes. It is advances such as these, through which we find
new ways to improve the treatment of people with diabetes and other
serious chronic conditions, that have given me immense job satisfaction
throughout my years at Novo Nordisk.

On this note, | would like to thank Novo Nordisk’s employees for their
contributions to our results in 2016, the people who use our products
for their confidence in us, our partners and other stakeholders for their
collaboration and our shareholders for their continued support. It has
been an honour to work for this company for 34 years, the last 16 as
its CEO. | owe many people thanks for the support they have given me
over the years. | wish you and Novo Nordisk all the best.

Ao d/;éw
Lars Rebien Sgrensen

President and chief executive officer
until 31 December 2016
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THE ROAD AHEAD

LETTER FROM THE CEO

I am proud and humbled to have been trusted by the Board of
Directors to succeed Lars Rebien Sgrensen as CEO of Novo Nordisk.
When the leadership change was announced on 1 September 2016,
I said that | love challenges and therefore cannot think of a more
exciting time to be offered this job. On the one hand, Novo Nordisk
has never had a stronger product portfolio, and on the other hand
we are facing intense pressure from payers and competitors.

The challenges are reflected in our share price development in 2016.
| remain confident that my management team and the Novo Nordisk
organisation have what it takes to overcome them. A short-term
priority will naturally be to grow market shares for our key products
while carefully managing our cost base.

Since September, | have spent a lot of time meeting with employees,
patients, healthcare professionals, policymakers, investors and
professional organisations around the world to understand how
they see us and what they expect from us going forward. It was a
very rewarding experience. Despite the current challenges, it left me
in no doubt that Novo Nordisk is a very special company and that
one of my key responsibilities is to keep it that way.

With this in mind, | would like to share my core beliefs regarding
what it will take for Novo Nordisk to remain a successful and special
company:

Product innovation is and will be the key to our success. If we fail to
discover and develop new and better products for people with
diabetes and other serious chronic conditions, we will not be
successful. | acknowledge that there is an increasing unwillingness
to pay for innovation in cost-pressured healthcare systems, but this
should not be an excuse for halting innovation, because there is a
huge need for better medical treatments. It does, however, have
other implications for us: we have to ‘raise the innovation bar’ —
focusing on projects with the highest chance of delivering break-
through innovation, we have to source more innovation from
outside our own organisation through collaborations with academia
and biotech companies, and...

...we have to innovate the way we commercialise our products. Not
only pharmaceutical companies but healthcare providers in general
are being met with demands from payers to link the prices of their
products and services to documented, improved health outcomes
for patients. Creating such outcomes-based contracts is easier said
than done, but we are working on it as you can read in the article
about our business in the US on pp 32-35. It is also in this light that
our recent partnerships with technology companies such as IBM
Watson Health and Glooko should be seen. These partnerships aim
to improve diabetes care via insights from real-time, real-world
evidence of the clinical benefits of Novo Nordisk’s diabetes
treatments and devices.

It is not just what we do, but also how we do it that makes Novo
Nordisk a special company. The ‘Novo Nordisk Way' describes who
we are, where we want to go and the values that characterise our
company. Over the years, it has become clear to me that the Novo
Nordisk Way is the reason why many of our employees are working
here and not somewhere else. It is about always having patients’
interests in mind, about always doing what is best in the long run
and about doing business in accordance with the ‘Triple Bottom
Line’ business principle, which means that we always consider the
financial, environmental and social impacts of our decisions.

In one area | personally think we need to do better: we should be
more agile.

We have grown tremendously over the past decade, and with that
comes new procedures, new governance bodies, new this, new
that, all well intended, but at some point it just becomes too much.
In the process, individual accountability risks getting lost and
decision-making processes risk becoming too long. One of my
priorities for 2017 is to simplify our way of working and thereby
make the organisation more agile.

At Novo Nordisk, we have a big responsibility for the 415 million
people in the world with diabetes, the millions more who have
obesity and the thousands who live with haemophilia or growth
disorders. They are our reason for being.

My vision is that, under my tenure as CEO, Novo Nordisk will solidify
its position as the world’s leading diabetes care company, be the
world’s leading company within medical treatment of obesity, be
among the leading companies in haemophilia, and be recognised by
our employees, the patients we serve, our shareholders and other
external stakeholders as an outstanding company, both for what we
do and how we do it.

I thank you all for your support.

Lars Fruergaard Jergensen
President and chief executive officer
from 1 January 2017
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NOVO NORDISK
AT A GLANCE

Novo Nordisk is a global healthcare company, headquartered in Denmark, with more
than 90 years of innovation and leadership in diabetes care. This heritage has given

us experience and capabilities that also enable us to help people defeat other serious
chronic conditions: haemophilia, growth disorders and obesity.

A GLOBAL ORGANISATION WITH A LOCAL PRESENCE
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Taking a patient-centred approach, Novo Nordisk provides innovation for the benefit of all of
OUR BUSlN ESS MODEL the company'’s stakeholders. The Triple Bottom Line principle, anchored in the Novo Nordisk
HOW NOVO NORDISK CREATES Way, is the foundation that makes it possible to optimise the use of resources and maximise
AND SUSTAINS VALUE value creation in a sustainable way.
RESOURCES FOCUS VALUE CREATED
WE DISCOVER, DEVELOP AND MANUFACTURE
INNOVATIVE BIOLOGICAL MEDICINES AND
EXTERNAL MAKE THEM ACCESSIBLE TO PATIENTS Improved health and
. : THROUGHOUT THE WORLD quality of life for
S Capltal provided ' people with diabetes
by investors and other serious

chronic diseases

Return to
shareholders

O
Insights from patients /
L2 and expertise from ' e\,e"
\&/ academic and (7 Y
Y

educational institutions

A‘ Raw materials PAT' ENTS

Contributions
to communities

INTERNAL

Financial resources

to invest in R&D,
production capacity
and customer outreach

Tax contributions

Job creation
and productivity

B v >

8O e wmrorce OUR STRATEGY
T NOVO NORDISK WAY

Capacity and
competence building

»

THE TRIPLE BOTTOM LINE

99 ........................ o 379

DKK BILLION EXPENSED ON FINANCIALLY DKK BILLION IN
COMPANY INCOME TAX RESPONSIBLE NET PROFIT
(+14%) (+9%)

28 59/41 N 92 3,293

MILLION PATIENTS % MEN/WOMEN THOUSAND TONS OF THOUSAND M?
USE OUR DIABETES IN MANAGEMENT CO, EMISSIONS WATER CONSUMPTION
CARE PRODUCTS (0%) (~14%) (+5%)
(+4%)
..................................................... SOCIALLY ENVIRONMENTALLY i ...
RESPONSIBLE D RESPONSIBLE

For more information, visit us on novonordisk.com or u m m

NOVO NORDISK ANNUAL REPORT 2016



http://novonordisk.com
https://twitter.com/novonordisk
https://www.linkedin.com/company-beta/2227/
https://www.youtube.com/user/novonordisk
https://www.facebook.com/novonordisk

6 | ACCOMPLISHMENTS AND RESULTS 2016

2016 PERFORMANCE

AND 2017 OUTLOOK
FINANCIAL PERFORMANCE

Novo Nordisk’s 2016 performance for sales
and adjusted operating profit growth were
both in line with the guidance provided in
February 2016, although in the lower end
of the ranges reflecting a more challenging
competitive situation in the USA. The free
cash flow exceeded the outlook provided in
February 2016, explained by a positive
effect from settlement of tax cases related
to prior years. Capital expenditure and
other results were in line with the latest
guidance provided in October 2016.

SALES DEVELOPMENT

Sales increased by 6% measured in local
currencies and by 4% in Danish kroner.
Sales growth was realised within both
diabetes care and biopharmaceuticals, with
the majority of growth originating from
Tresiba®, Victoza®, Saxenda® and
Norditropin® while sales of modern

insulin and NovoSeven® declined.

All regions contributed to sales growth;
however, the USA was the largest
contributor with 37% share of growth
measured in local currencies, followed by
International Operations and Region China
contributing 32% and 19% respectively.
Sales growth of 4 % in the USA was

positively impacted by approximately

1 percentage point primarily due to
non-recurring adjustments to rebates in
the Medicaid patient segment related to
Norditropin®. Sales growth in International
Operations of 14% measured in local
currencies was positively impacted by
approximately 2.5 percentage points due
to the significant inflationary effects in
Argentina and Venezuela.

In the following sections, unless otherwise
noted, market data are based on moving
annual total (MAT) from November 2016
and November 2015 provided by the
independent data provider IMS Health.

DIABETES CARE SALES
DEVELOPMENT

Sales of diabetes and obesity care products
increased by 6% measured in local curren-
cies and by 4% in Danish kroner to DKK
88,949 million. Novo Nordisk is the world
leader in diabetes care with a global value
market share of 27%.

INSULIN

Sales of insulin increased by 3% measured
in local currencies and were unchanged in
Danish kroner at DKK 63,059 million.

Measured in local currencies, sales growth
was driven by International Operations and
Region China. Novo Nordisk is the global
leader with 46% of the total insulin market
and 45% of the market for modern insulin
and new-generation insulin, both measured
in volume.

Sales of new-generation insulin (Tresiba®,
Xultophy® and Ryzodeg®) reached DKK
4,459 million compared with DKK 1,438
million in 2015.

Sales of Tresiba® (insulin degludec), the
once-daily new-generation insulin, reached
DKK 4,056 million compared with DKK
1,270 million in 2015. The roll-out of
Tresiba® continues and the product has
now been launched in 52 countries. In the
USA, where Tresiba® was launched broadly
in January 2016, the feedback from
patients and prescribers is encouraging,
and the product has achieved wide com-
mercial and Medicare Part D formulary
coverage. By the end of 2016, Tresiba® had
captured a 5.5% market share of the US
basal insulin market measured by weekly
total prescriptions. In Japan, where Tresiba®
was launched in March 2013 with similar
reimbursement as insulin glargine U100, its
share of the basal insulin market has grown

SALES GROWTH
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DEVELOPMENT IN COSTS
Costs in % of sales
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steadily, and Tresiba® has now captured
39% of the basal insulin market measured
by monthly value market share. Similarly,
Tresiba® has shown solid penetration in
other markets with reimbursement at a
similar level to insulin glargine U100,
whereas penetration remains modest in
markets with restricted market access.

Xultophy® (IDeglLira), a once-daily single-
injection combination of insulin degludec
(Tresiba®) and liraglutide (Victoza®), is
currently marketed in nine countries, and
launch activities are progressing as
planned. In November 2016, Xultophy®
100/3.6 was approved by the US Food and
Drug Administration (FDA) and Novo
Nordisk plans to launch the product in first
half of 2017.

Ryzodeg®, a soluble formulation of insulin
degludec and insulin aspart, has now been
marketed in 10 countries, and feedback
from patients and prescribers is encour-

aging.

Sales of modern insulin decreased by 3% in
local currencies and by 5% in Danish kroner
to DKK 47,510 million. Sales declined in the
USA, Europe and Pacific partly offset by a
positive contribution from International
Operations and China. Sales of modern
insulin and new-generation insulin in total
constitute 82% of Novo Nordisk's sales of
insulin measured in value.

VICTOZA®

(GLP-1 THERAPY FOR TYPE 2 DIABETES)
Victoza® sales increased by 12% in local
currencies and by 11% in Danish kroner to
DKK 20,046 million. Sales growth is driven
by the USA and International Operations.
The GLP-1 segment’s value share of the
total diabetes care market has increased to

9.8% compared with 8.0% in 2015.
Victoza® is the market leader in the GLP-1
segment with a 58% value market share.

OTHER DIABETES AND OBESITY CARE
Sales of other diabetes and obesity care,
which predominantly consists of needles,
oral antidiabetic products and Saxenda®,
increased by 26% in local currencies and
by 24% in Danish kroner to DKK 5,844
million. Saxenda®, liraglutide 3 mg for
weight management, was launched in
May 2015 and sales were DKK 1,577
million in 2016 compared with DKK 460
million in 2015. In the USA, promotional
activities are progressing as planned, and
Saxenda® is now the market-leading

anti-obesity medication measured in value.

Saxenda® has now been launched in 15
countries.

BIOPHARMACEUTICAL
SALES DEVELOPMENT

Sales of biopharmaceutical products
increased by 4% measured in local curren-
cies and by 2% in Danish kroner to DKK
22,831 million. Sales growth is primarily
driven by International Operations, the
USA, Europe and Pacific.

HAEMOPHILIA

(BLEEDING DISORDERS THERAPY)

Sales of haemophilia products were
unchanged in local currencies and
decreased by 2% in Danish kroner to DKK
10,472 million. The sales development was
negatively impacted by lower NovoSeven®
sales in the USA due to increased compe-
tition and patients participating in clinical
trials with competing drugs, partly offset
by the roll-out of NovoEight® in Europe
and the USA and by sales growth for
NovoSevene® in Pacific.

NORDITROPIN®

(GROWTH HORMONE THERAPY)

Sales of Norditropin® increased by 14%
measured in local currencies and by 12% in
Danish kroner to DKK 8,770 million. The
sales growth is primarily derived from the
USA reflecting a significant positive non-
recurring adjustment to rebates in the
Medicaid patient segment relating to the
period 2010-2015. This positive impact has
been partly offset by lower volumes. Novo
Nordisk is the leading company in the
global growth hormone market with a
23% market share measured in volume.

OTHER BIOPHARMACEUTICALS

Sales of other products within biopharma-
ceuticals, which predominantly consist of
hormone replacement therapy-related
(HRT) products, declined by 6% measured
in local currencies and by 7% in Danish
kroner to DKK 3,589 million. The sales
decline reflected a negative impact from
the launch of a generic version of Vagifem®
in the USA in the fourth quarter.

DEVELOPMENT IN COSTS
AND OPERATING PROFIT

The cost of goods sold increased by 6%
to DKK 17,183 million, resulting in a gross
margin of 84.6%, compared with 85.0%
in 2015 measured in Danish kroner. The
gross margin was negatively impacted

by a negative product mix due to lower
NovoSeven® sales partly countered by
higher Victoza® sales and a negative price
impact reflecting lower modern insulin
prices in the USA, which was partly offset
by the positive contribution from the non-
recurring Medicaid rebate adjustment.

CONTINUED »

NOVO NORDISK ANNUAL REPORT 2016
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Sales and distribution costs increased by
3% in local currencies and were unchanged
in Danish kroner to DKK 28,377 million.
The modest increase in costs is driven by
sales force investments in selected
countries in International Operations and
promotional activities in selected countries
within Pacific and Europe, partly offset by
lower sales and distribution costs in the
USA reflecting cost management.

Research and development costs increased
by 7% in both local currencies and Danish
kroner to DKK 14,563 million. The increase
in costs reflects higher research costs for
diabetes and obesity projects as well as
impairment charges of intangible assets
related to a number of early-stage projects
in connection with the updated research
and development strategy. Development
costs increased due to the initiation of the
PIONEER programme for oral semaglutide,
where all 10 planned trials have been
initiated, and the fast-acting insulin aspart
phase 3b development programme. The
increase in development costs was partly
countered by lower costs related to the
completion of the cardiovascular outcomes
trial DEVOTE and the SWITCH phase 3b
development programme, both for insulin
degludec, as well as the phase 3a pro-
gramme SUSTAIN for the once-weekly
GLP-1 analogue semaglutide and lower
Biopharmaceuticals development costs.

Administration costs increased by 5% in
local currencies and by 3% in Danish
kroner to DKK 3,962 million. The higher
administrative costs are mainly related to
higher employee-related costs in Inter-
national Operations.

Other operating income (net) was DKK 737
million compared with DKK 3,482 million in
2015. The lower level of income reflects the
non-recurring income from the partial
divestment of NNIT, an IT service and
consultancy company, in connection with
the Initial Public Offering on Nasdaq
Copenhagen as well as non-recurring
income related to the out-licensing of
assets for inflammatory disorders, both

in 2015.

Operating profit was unchanged in local
currencies and decreased by 2% in Danish

KEY INVOICING ANNUAL IMPACT ON NOVO NORDISK’S OPERATING

OUTLOOK 2017

The current expectations for 2017 are summarised in the table below:

EXPECTATIONS ARE AS REPORTED,
IFNOT OTHERWISE STATED

EXPECTATIONS
2 FEBRUARY 2017

Sales growth
e inlocal currencies
e asreported

Operating profit growth
e inlocal currencies
e asreported

Net financials
Effective tax rate

Capital expenditure

Depreciation, amortisation and impairment losses

Free cash flow

-1% to 4%
Around 2 percentage points higher

-2% 10 3%
Around 2 percentage points higher

Loss of around DKK 2.4 billion
21%-23%

Around DKK 10.0 billion
Around DKK 3.0 billion

DKK 29-33 billion

kroner to DKK 48,432 million. Adjusted for
the income related to the partial divestment
of NNIT (DKK 2,376 million) and the income
related to the out-licensing of assets for
inflammatory disorders (DKK 449 million),
both in 2015.

FINANCIAL ITEMS (NET)
AND TAX

Financial items (net) showed a net loss of
DKK 634 million compared with a net loss
of DKK 5,961 million in 2015.

In line with Novo Nordisk’s treasury policy,
the most significant foreign exchange risks
for the group have been hedged, primarily
through foreign exchange forward con-
tracts. The foreign exchange result was a
loss of DKK 576 million compared with a
loss of DKK 5,898 million in 2015. The
result in 2016 reflects loss on foreign
exchange hedging involving especially the
US dollar, Japanese yen and Chinese yuan
versus the Danish krone.

The effective tax rate for 2016 was 20.7%.
The higher tax rate compared with the
2015 level of 19.8% reflects the tax-free
gain from the partial divestment of NNIT in
2015, offset by a positive effect from
settlement of tax cases related to prior
years and the reduction of the corporate
income tax rate in Denmark from 23.5% in
2015 t0 22.0% in 2016.

HEDGING PERIOD

CURRENCIES PROFIT OF A 5% MOVEMENT IN CURRENCY (MONTHS)
usb DKK 2,100 million 12
CNY DKK 320 million 9*
JPY DKK 200 million 14
GBP DKK 90 million 12
CAD DKK 80 million 1"

* Chinese yuan traded offshore (CNH) used as proxy when hedging Novo Nordisk’s CNY currency exposure.
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CAPITAL EXPENDITURE AND
FREE CASH FLOW

Net capital expenditure for property, plant
and equipment was DKK 7.1 billion com-
pared with DKK 5.2 billion in 2015. Net
capital expenditure was primarily related to
investments in a new production facility for
a range of diabetes active pharmaceutical
ingredients, a new diabetes care filling
capacity and an expansion of the manu-
facturing capacity for biopharmaceutical
products.

Free cash flow was DKK 40.0 billion com-
pared with DKK 34.2 billion in 2015. The
17% increase compared with 2015 primarily
reflects higher cash flow from operating
activities including a lower level of tax
payments in 2016 due to a positive effect
from settlement of tax cases related to prior
years. The higher free cash flow is further
positively impacted by a higher net profit in
2016, partly countered by a planned
increase in inventory levels and trade
receivables as well as the non-recurring cash
impact from the partial divestment of NNIT
in 2015.

OUTLOOK 2017

For 2017, sales growth is expected to be in
the range of a decline of 1% to a growth of
4%, measured in local currencies. This
reflects expectations for continued robust
performance for Victoza® and Tresiba® as
well as a contribution from Saxenda® and
Xultophy®. These sales drivers are expected
to be partly countered by an impact from
lower realised prices in the USA, especially in
the basal insulin and growth hormone
segments, the loss of exclusivity for products
within hormone replacement therapy in the
USA, further intensifying competition within
diabetes and biopharmaceuticals especially
in the USA, as well as adverse macro-
economic conditions in several markets in
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2016

PERFORMANCE AGAINST Target
LONG-TERM FINANCIAL TARGETS

Operating profit growth (2.0%) 5%
Operating profit growth adjusted" 3.9%

Operating profit after tax to net operating assets 150.2% 125%
Cash to earnings 105.4%

Cash to earnings (three-year average) 102.4% 90%

* Growth in operating profit for 2015 and 2016 are adjusted for DKK 2,376 million for the partial divestment of NNIT and
DKK 449 million for the income related to the out-licensing of assets for inflammatory disorders, both in 2015.

International Operations. Growth in 2017 is
expected to be unevenly distributed across
the quarters as growth is expected to be
impacted by two non-recurring events; the
adjustment to Medicaid rebates in 2016 for
Norditropin®, which primarily impacts the
first quarter of 2017, and the launch of a
generic version of Vagifem® in the USA,
which impacts the first three quarters of
2017. Given the current level of exchange
rates versus the Danish krone, growth
reported in DKK is expected to be around
2 percentage points higher than the local
currency level.

For 2017, operating profit growth is
expected to be in the range of a decline of
2% to a growth of 3%, measured in local
currencies. The expectation for operating
profit growth primarily reflects the modest
outlook for sales growth. The outlook also
reflects a modest increase in both sales and
distribution costs to support continued
launch activities and in research and
development costs to support the progress
of Novo Nordisk’s pipeline. Given the current
level of exchange rates versus the Danish
krone, growth reported in DKK is expected
to be around 2 percentage points higher
than the local currency level.

For 2017, Novo Nordisk expects financial
items (net) to be a loss of around DKK 2.4
billion. The current expectation reflects
losses associated with foreign exchange
hedging contracts, mainly related to the US
dollar, Japanese yen and Chinese yuan
versus the Danish krone.

The effective tax rate for 2017 is expected to
be in the range of 21-23%, a level broadly
similar to the statutory corporate tax rate in
Denmark of 22%.

Capital expenditure is expected to be
around DKK 10.0 billion in 2017, primarily
related to investments in additional capacity
for active pharmaceutical ingredient
production within diabetes care, a capacity
expansion of the diabetes care filling and an
expansion of the manufacturing capacity for
biopharmaceutical products. Depreciation,
amortisation and impairment losses are
expected to be around DKK 3.0 billion. Free

cash flow is expected to be DKK 29-33
billion. The lower level of free cash flow
compared with the DKK 40.0 billion in free
cash flow in 2016 reflects increased capital
expenditures in 2017 and a low level of tax
payments in 2016 due to settlement of tax
cases related to prior years.

All of the above expectations are based on
the assumptions that the global economic
and political environment will not significantly
change business conditions for Novo Nordisk
during 2017, and that currency exchange
rates, especially the US dollar, will remain at
the current level versus the Danish krone.

Novo Nordisk has hedged expected net cash
flows in a number of invoicing currencies
and, all other things being equal, move-
ments in key invoicing currencies will impact
Novo Nordisk’s operating profit as outlined
in the table on the opposite page.

FORWARD-LOOKING
STATEMENT

Novo Nordisk's reports filed with or
furnished to the US Securities and Exchange
Commission (SEC), including this document
and the Form 20-F, both expected to be
filed with the SEC in February 2017, and
written information released, or oral
statements made, to the public in the future
by or on behalf of Novo Nordisk, may
contain forward-looking statements. Words
such as ‘believe’, ‘expect’, ‘may’, ‘will’, ‘plan’,
‘strategy’, ‘prospect’, ‘foresee’, ‘estimate’,
‘project’, ‘anticipate’, ‘can’, ‘intend’, ‘target’
and other words and terms of similar
meaning in connection with any discussion
of future operating or financial performance
identify forward-looking statements.
Examples of such forward-looking state-
ments include, but are not limited to:

e statements of targets, plans, objectives or
goals for future operations, including
those related to Novo Nordisk’s products,
product research, product development,
product introductions and product
approvals as well as cooperation in
relation thereto

e statements containing projections of or
targets for revenues, costs, income (or
loss), earnings per share, capital expend-
itures, dividends, capital structure, net
financial and other financial measures

e statements regarding future economic
performance, future actions and outcome
of contingencies such as legal proceedings

e statements regarding the assumptions
underlying or relating to such statements.

In this document, examples of forward-
looking statements can be found under
the heading ‘2016 performance and 2017
outlook’ and elsewhere.

These statements are based on current
plans, estimates and projections. By their
very nature, forward-looking statements
involve inherent risks and uncertainties,
both general and specific. Novo Nordisk
cautions that a number of important
factors, including those described in this
document, could cause actual results to
differ materially from those contemplated
in any forward-looking statements.

Factors that may affect future results
include, but are not limited to, global as well
as local political and economic conditions,
including interest rate and currency
exchange rate fluctuations, delay or failure
of projects related to research and/or
development, unplanned loss of patents,
interruptions of supplies and production,
product recalls, unexpected contract
breaches or terminations, government-
mandated or market-driven price decreases
for Novo Nordisk’s products, introduction of
competing products, reliance on information
technology, Novo Nordisk’s ability to
successfully market current and new
products, exposure to product liability

and legal proceedings and investigations,
changes in governmental laws and related
interpretation thereof, including on
reimbursement, intellectual property
protection and regulatory controls on
testing, approval, manufacturing and
marketing, perceived or actual failure to
adhere to ethical marketing practices,
investments in and divestitures of domestic
and foreign companies, unexpected growth
in costs and expenses, failure to recruit and
retain the right employees, and failure to
maintain a culture of compliance.

Please also refer to the overview of risk
factors in ‘Risk management — Protecting
long-term value creation’ on pp 40-43.

Unless required by law, Novo Nordisk is
under no duty and undertakes no obligation
to update or revise any forward-looking
statement after the distribution

of this document, whether as a result of
new information, future events or otherwise.

NOVO NORDISK ANNUAL REPORT 2016
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RESEARCH AND DEVELOPMENT

2016 was a year in which Novo Nordisk
made significant progress in its research and
development pipeline and reached several
milestones.

Below are the highlights from the key
development projects. On pp 20-21, the
pipeline overview shows all the compounds
in clinical development, and further details
on clinical trials can be found in the com-
pany announcements and press releases
published by Novo Nordisk during 2016,
which are available on novonordisk.com.

UPDATED R&D STRATEGY

In October 2016, Novo Nordisk updated its
R&D strategy and priorities to reflect the
increasingly challenging payer environment,
particularly in the US market, by applying an
even higher innovation threshold for pro-
gressing R&D projects. Novo Nordisk will
further intensify exploration of current assets
in adjacent disease areas of high unmet need
as well as identify new assets using our
existing technology platform. In addition

to the other areas, NASH (non-alcoholic
steatohepatitis), diabetic kidney disease and
cardiovascular disease are new areas to be
pursued, both in research and development.

As a result of the updated R&D strategy and
priorities, Novo Nordisk decided not to
progress its current development projects
within oral insulin and combinations
involving oral insulin. In addition, a number
of changes to the portfolio of early-stage
projects were also implemented. Further-
more, Novo Nordisk intends to strengthen
its activities for in-licensing of early- and
mid-stage projects as well as external
academic collaborations. Novo Nordisk’s
current late-stage development portfolio
was not affected by the changes.

// DIABETES

In January and February 2016, the results
from the two double-blinded phase 3b trials
SWITCH 1 and 2 were announced. The
primary endpoint of the SWITCH 1 trial was
met by showing a statistically significantly
lower rate of severe or blood glucose
confirmed symptomatic hypoglycaemia
during the maintenance period of 11% for
people with type 1 diabetes treated with
Tresiba® compared to insulin glargine U100.
The primary endpoint of the SWITCH 2 trial
was also met by showing a statistically
significantly lower rate of severe or blood
glucose confirmed symptomatic hypo-
glycaemia during the maintenance period
of 30% for people with type 2 diabetes
treated with Tresiba® compared to insulin
glargine U100.
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In February 2016, Novo Nordisk initiated the
first phase 3a trial with oral semaglutide, an
oral formulation of Novo Nordisk's long-
acting GLP-1 analogue semaglutide using
Emisphere Eligen® technology. The global
PIONEER programme comprises 10 clinical
trials in total.

In March 2016, Novo Nordisk announced
that, in the LEADER study, Victoza® signi-
ficantly reduced the risk of the composite
primary endpoint of cardiovascular (CV)
death, non-fatal myocardial infarction
and non-fatal stroke by 13%, and the
secondary endpoint of CV mortality was
also significantly reduced by 22% versus
placebo, when added to standard of care
in 9,340 adults with type 2 diabetes at
high CV risk.

In April 2016, Novo Nordisk announced
results from the SUSTAIN 6 trial, where
semaglutide, a GLP-1 analogue admin-
istered once weekly, when added to
standard of care, statistically significantly
reduced the risk of the composite primary
endpoint of cardiovascular death, non-fatal
myocardial infarction and non-fatal stroke
by 26% compared to placebo in a study
with 3,297 adults with type 2 diabetes with
elevated cardiovascular risk. In December
2016, Novo Nordisk filed semaglutide for
regulatory approval in the US and the EU,
based on the results from the six SUSTAIN
trials.

In October 2016, Novo Nordisk announced
that it had received a Complete Response
Letter (CRL) from the US Food and Drug
Administration (FDA) regarding the New
Drug Application (NDA) for fast-acting
insulin aspart. In the letter, the FDA
requested additional information related to
the assay for the immunogenicity and the
assay used to generate the clinical phar-
macokinetics data before the review of the
NDA could be completed. Novo Nordisk
expects to resubmit the fast-acting insulin
aspart NDA as a class Il re-submission within
the next three months. In January 2017,
Novo Nordisk announced that the European
Commission had granted marketing
authorisation for Fiasp® for the treatment of
diabetes in adults and that Novo Nordisk
had also received marketing authorisation
for Fiasp® from Health Canada.

In November 2016, Novo Nordisk an-
nounced that the FDA had approved the
New Drug Application (NDA) for Xultophy®
100/3.6, a once-daily, single-injection fixed
combination of long-acting insulin degludec
(Tresiba®) and the GLP-1 analogue lira-
glutide (Victoza®). Xultophy® 100/3.6 is

indicated as an adjunct to diet and exercise
to improve glycaemic control in adults with
type 2 diabetes inadequately controlled on
basal insulin (less than 50 units daily) or
liraglutide (less than or equal to 1.8 mg
daily).

In November 2016, Novo Nordisk an-
nounced the headline results from the
DEVOTE trial, a long-term, randomised,
double-blinded and event-driven trial
conducted to confirm the cardiovascular
safety of Tresiba® (insulin degludec)
compared to insulin glargine U100 when
added to standard of care. In the trial, more
than 7,500 people with type 2 diabetes at
high risk of major adverse cardiovascular
events were treated for a period of approx-
imately two years. The primary endpoint of
the DEVOTE study was defined as the
MACE composite outcome of the first
occurrence of cardiovascular death, non-
fatal myocardial infarction or non-fatal
stroke and showed a hazard ratio of 0.91 in
favour of Tresiba® relative to insulin glargine
U100, with no statistically significant
difference between the two treatments. In
the trial, Tresiba® demonstrated superiority
on the secondary confirmatory endpoint of
severe hypoglycaemia: 27% fewer patients
in the Tresiba® treated group experienced
an episode of severe hypoglycaemia,
resulting in a 40% overall reduction in total
episodes of adjudicated severe hypoglycae-
mia with Tresiba® compared to insulin
glargine U100.

@ OBESITY AND OTHER
AREAS

In November 2016, Novo Nordisk initiated a
phase 2 dose-finding trial in patients with
NASH (non-alcoholic steatohepatitis) to
investigate the effect of subcutaneous
semaglutide once daily for 72 weeks on the
histological resolution of NASH. The trial
will include 372 patients globally random-
ised to one of three doses of semaglutide
or placebo and is planned to conclude in
2019.

() HAEMOPHILIA

In first half of 2016, Novo Nordisk sub-
mitted the Marketing Authorisation
Application (MAA) to the European
Medicines Agency (EMA) and the Biologics
Licence Application (BLA) to the FDA for the
approval of long-acting factor IX, nonacog
beta pegol. Nonacog beta pegol is a
glycopegylated recombinant factor IX with
a significantly improved pharmacokinetic
(PK) profile, developed for patients with
haemophilia B.


http://novonordisk.com

ACCOMPLISHMENTS AND RESULTS 2016 | 11

SOCIAL PERFORMANCE

Social performance has three dimensions:
improving access to medical treatment and
quality of care for patients, offering a
healthy and engaging working environ-
ment, and providing assurance that
responsible business practices are in place,
with the aim of contributing to the
communities in which the company
operates.

PATIENTS

Of the 415 million people living with
diabetes worldwide, three out of four live in
low- and middle-income countries with
weak healthcare systems, implying that
millions of people have inadequate access
to diabetes care.

Novo Nordisk's strategy for global access to
diabetes care addresses this unmet need.
The company'’s long-term target is to reach
40 million people with its diabetes care
products by 2020 — double the 2010 base-
line number.

Novo Nordisk provided medical treatments
to an estimated 28 million people with
diabetes worldwide in 2016, compared with
26.8 million in 2015. This 4% increase was
driven by sales of human insulin (0.6 million
people) and modern and new-generation
insulin (0.5 million people).

Current projections show that it will not be
possible to reach this target. This is due to a
more challenging market environment than
anticipated in 2013 when the long-term
target was set. Novo Nordisk remains
committed to continuing its efforts to reach
more patients and improve diabetes care. In
2016, the company announced a new Novo
Nordisk Access to Insulin Commitment with
a broader scope to replace the longstanding
differential pricing policy. It provides low-
income countries and humanitarian relief
organisations with an effective guarantee
that Novo Nordisk will ensure availability of
low-priced human insulin at a lower ceiling
price than the previous pricing policy. In
2017, the price will be 4 US dollars per vial.

Novo Nordisk sold human insulin according
to the company’s differential pricing policy
in 22 of the 48 Least Developed Countries
in 2016, compared with 23 countries in
2015. The pricing policy is offered through
government tenders or private market
distributors to all Least Developed Countries
(LDCs) as defined by the UN. In 2016, the
ceiling price for insulin treatment per patient
per day was USD 0.18, while the average
realised price for insulin sold under the
programme was USD 0.15. The total
number of people treated with insulin sold

at or below the pricing policy price in the
LDCs decreased from 411,000 in 2015 to
349,000 in 2016. Beyond this scheme, Novo
Nordisk sells human insulin at similar prices
in low-income countries. In 2016, an
estimated 6.5 million people were treated
with insulin below the LDC ceiling price
worldwide compared with 5.5 million
people in 2015.

By the end of 2016, solid progress had been
achieved by Changing Diabetes® pro-
grammes in reaching more people with
diabetes and building healthcare capacity.
The Changing Diabetes® in Children
programme, launched in 2009, operates in
nine countries and reaches more than
14,000 children, who receive insulin
treatment free of charge. A total of 108
clinics have been set up, and more than
7,000 healthcare professionals have been
trained or retrained. In 2017, the pro-
gramme will be expanded to include
another five low-income countries, with a
new ambition of reaching 20,000 children.
The Changing Diabetes® in Pregnancy
programme, also launched in 2009, has
screened more than 48,000 women for
gestational diabetes, and more than 4,800
women have been diagnosed and subse-
quently treated. The Base of the Pyramid
programme has been expanded in Kenya,
Nigeria and Ghana, and in 2017 the
programme will be rolled out in Senegal.

In 2014, Novo Nordisk launched Cities
Changing Diabetes as a response to the
dramatic rise of type 2 diabetes in cities,
also called ‘urban diabetes'. It is a partner-
ship programme with University College
London and Steno Diabetes Center plus a
range of local partners, including diabetes
and health communities, city governments,
academic institutions, city experts and civil
society organisations. The aim is to map the
problem, share solutions and drive concrete
action to fight the diabetes challenge in
cities around the world. The partner cities
are Copenhagen, Houston, Johannesburg,
Mexico City, Shanghai, Tianjin, Vancouver
and Rome, representing more than 70
million citizens.

Donations through the World Diabetes
Foundation (WDF) in 2016 amounted to
85 million Danish kroner. The WDF is an
independent non-profit organisation
established by Novo Nordisk in 2002 to
help expand access to diabetes care. The
foundation invests in sustainable initiatives
to build healthcare capacity, with the aim of
improving prevention and treatment of
diabetes in developing countries. Since
2002, WDF has provided 122 million US
dollars in funding to 486 projects in 115

countries. These included projects with a
focus on prevention and others aimed at
reaching people in the most remote rural
areas. Read more on
worlddiabetesfoundation.org.

Novo Nordisk also provides financial
support to improve global access to
haemophilia care. In 2016, the company
donated 21 million Danish kroner to the
Novo Nordisk Haemophilia Foundation,
established in 2005. The foundation
supports projects and fellowships in
developing and emerging economies.
Initiatives focus on capacity building,
awareness, diagnosis and patient registries.
Read more on nnhf.org.

EMPLOYEES

In November 2016, Novo Nordisk reduced
its global workforce by 2% across its
organisation. The decision was one of
several actions to reduce operating costs in
response to a challenging competitive
environment, especially in the USA. The
workforce reductions affected R&D units,
headquarter staff functions and positions in
the global commercial organisation mainly
in the USA. At the end of 2016, the total
number of employees was 42,446, corres-
ponding to 41,971 full-time positions, which
is a 3% increase compared with 2015. The
growth is primarily driven by expansion
within the International Operations sales
region and in Product Supply. Employee
turnover increased from 9.2% in 2015 to
9.7% in 2016.

Measured on a scale from 1 to 5, with 5
being the best score, the consolidated score
in the annual employee survey, eVoice, was
4.4 in 2016, compared with 4.3 in 2015.
The survey was conducted in the second
quarter of 2016 and measures the extent to
which the organisation is working in accord-
ance with the Novo Nordisk Way. The 2016
result reflects a strong culture and commit-
ment to the company’s values.

By the end of 2016, gender diversity among
managers was 59% men and 41% women.
Of the newly promoted managers, 43%
were women. All management teams, from
entry level upwards, strive for enhanced
diversity, with the aim of ensuring a robust
pipeline of talent for management positions.

The average frequency rate of occupational
accidents with absence in 2016 was 3.0 per
million working hours, unchanged from
2015. One Novo Nordisk employee in
Pakistan died in a work-related accident.
Novo Nordisk is working with a zero-injury
mindset and has a long-term commitment

CONTINUED »
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to continuously improve safety performance.
The link between company values and safety
behaviour is emphasised to ensure that
employees always make the safe choice.

ASSURANCE

Training in business ethics is mandatory and
a high priority. Annual business ethics
training is required for all employees, includ-
ing new hires. Business ethics training is
therefore a key element of the onboarding
programmes. In 2016, 99% of all relevant
employees completed and documented
their training and passed the related tests,
compared with 98% in 2015. This high level
is attributed to the constant focus on and
communication by senior management of
the importance of business ethics com-
pliance.

A total of 52 business ethics reviews were
completed in 2016 with 234 findings,
compared with 49 reviews in 2015 with
183 findings. It is Group Internal Audit’s
assessment that the level of compliance is
sound. Closure of findings progressed as
planned, and there were no overdue
findings as of 31 December 2016.

The global facilitator team conducted 84
audits of units’ adherence to the Novo
Nordisk Way. These facilitations covered
approximately 25,000 employees, 12% of
whom were interviewed, while feedback
was collected from almost 1,000 stake-
holders. The facilitations in 2016, as in
2015, showed a high level of compliance
with the Novo Nordisk Way. Corrective
actions and corresponding deadlines were
agreed with local management for all
actions. See the article on p 18 and
novonordisk.com/about-novo-nordisk/
novo-nordisk-way.html for further
information. A total of 223 supplier audits,
compared with 240 audits in 2015, were
conducted in 2016 to assess suppliers’ level

of compliance with the company’s
standards for suppliers. These relate to
quality as well as to Novo Nordisk’s
responsible sourcing policy covering the
environment, labour, human rights and
business ethics.

These audits are undertaken by Novo
Nordisk’s Corporate Quality organisation.
Of the audits carried out in 2016, 27
concerned responsible sourcing criteria, on
par with 2015. Only high-risk suppliers,
identified through a robust risk assessment,
are selected for responsible sourcing audits.
There were no critical findings in 2016.

Novo Nordisk had six product recalls from
the market in 2016, of which one was
critical, compared with two in 2015. Two of
the recalls were due to inappropriate
product storage in the external distribution
chain while four were due to products that
did not fully meet specifications. Local
health authorities were informed in all
instances to ensure that distributors, phar-
macies, doctors and patients received
appropriate information. Read more on

pp 41 and 51.

In 2016, as in 2015, there were no failed
inspections by regulatory authorities among
those resolved at year-end. A total of 74
inspections were conducted in 2016 at
Novo Nordisk’s sites, at clinics conducting
investigations for Novo Nordisk or for
voluntary I1SO 9001 certification, compared
with 82 inspections in 2015. At year-end,
49 inspections had been passed and 25
were unresolved.

Novo Nordisk acts on its responsibility to
respect human rights as set out in the UN
Guiding Principles on Business and Human
Rights, and observes due diligence. Novo
Nordisk recognises that the company has a
number of potential impacts with regard to
human rights in its operations and business

relationships. Actions are taken focusing on
salient issues beyond those already
addressed by existing programmes such

as global labour standards and employee
health and safety, bioethics, responsible
sourcing and business ethics. In 2016, the
focus was on human biosamples for
research use, patient safety and security.
The company has also strengthened con-
sultations with patients. As of this year,
reporting on respect of human rights, using
the UN Guiding Principles Reporting
Framework, is available in the Communi-
cation on Progress at novonordisk.com/
annualreport.

The consolidated reputation score was 79.2
in 2016, compared with 82.4 in 2015. Data
was collected from January through October
2016. Although still a strong score, the
decline reflects a general trend across the
healthcare sector. Reputation among key
stakeholders — people with diabetes, general
practitioners, diabetes specialists and
employees — is an indicator of the extent to
which the company lives up to their expect-
ations and the likelihood that they will trust,
support and engage with the company.

LONG-TERM SOCIAL
TARGETS

Novo Nordisk has set three long-term social
targets to support long-term financial
performance, balancing responsibility with
profitability, with the aim of creating
sustainable value for shareholders and other
stakeholders. The social targets reflect
strategic priorities to be a sustainable
business: helping people live better lives,
working the Novo Nordisk Way and safe-
guarding the reputation of the company.

For further information about social
performance, see the social statement on
pp 98-101 and the Communication on
Progress at novonordisk.com/annualreport.

PATIENTS REACHED WITH
DIABETES CARE PRODUCTS
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*In 2013, data for people with diabetes and employees
are not included due to lack of availability.

NOVO NORDISK ANNUAL REPORT 2016


http://novonordisk.com/about-novo-nordisk/novo-nordisk-way.html
http://novonordisk.com/about-novo-nordisk/novo-nordisk-way.html
http://novonordisk.com/annualreport
http://novonordisk.com/annualreport
http://novonordisk.com/annualreport

ACCOMPLISHMENTS AND RESULTS 2016 | 13

ENVIRONMENTAL PERFORMANCE

Novo Nordisk measures environmental
performance across four dimensions: use of
resources, emissions, organic residues and
waste. All of Novo Nordisk’s production
facilities are certified according to ISO
14001. The production of active pharma-
ceutical ingredients in Kalundborg,
Denmark, is also certified according to

ISO 50001.

In line with expectations, use of resources
and waste increased, while organic residues
and CO, emissions from energy use at
production sites and product distribution
decreased.

RESOURCES

Despite a sharp focus on process optimi-
sations, energy use increased by 6% and
water use by 5% due to increases in
production, increased capacity and
expansions to meet market demands. Two
facilities are located in regions subject to
high water stress, consuming 6% of the
total water consumption used at Novo
Nordisk sites. There were no water short-
age incidents and, overall, water consump-
tion at these facilities decreased in 2016.

EMISSIONS, ORGANIC
RESIDUES AND WASTE

Novo Nordisk’s climate action programme
aims to reduce CO, emissions throughout
the value chain. The current focus includes
energy used in production, distribution of
products, company cars and business
flights. As of 2015, indirect emissions from
the supply chain are included in the climate
action programme. Novo Nordisk engages

with strategic suppliers with the aim of
increasing energy efficiency and shifting to
renewable energy.

While energy consumption increased, the
overall CO, emissions from energy consump-
tion decreased from 107,000 tons to 92,000
tons. This is a result of ongoing conversion
to less CO, intensive energy sources as part
of the effort to grow the share of renewable
energy. At the end of 2016, 78% of all
power for production came from renewable
sources. All but one production site in
Denmark use gas from biogas plants, and
the facility in Brazil makes steam from
certified wood. The remaining production
facilities use natural gas.

CO, emissions from product distribution
decreased by 12% to 38,000 tons due to
continuous conversion from air transport to
distribution by sea.

Organic residues, a by-product of the
production of active pharmaceutical
ingredients (API), decreased slightly due to
changes in the product mix of API. The
energy in these residues is first recovered in
biogas plants, and the digested slurry is
then used as fertiliser on local farmland.

Waste increased by 9% compared with
2015, mainly due to increased pilot
production where regeneration of ethanol
is not possible. Reducing ethanol waste is a
high priority for Novo Nordisk, and efficient
regeneration plants enable repeated reuse
of the ethanol.

LONG-TERM
ENVIRONMENTAL TARGETS

The long-term ambition is to decouple
consumption of water and energy from
sales growth. The current target is set as a
maximum of half of the percentage
increase in sales in local currencies,
measured as a three-year average. In 2016,
sales increased by 6% in local currencies
while energy consumption increased by 6%
and water consumption increased by 5%.
The lower sales growth reflects the chal-
lenging business environment in 2016,
while the increased consumption of energy
and water is the result of new capacity
building to meet market demands. Under
these circumstances, it is not feasible to
meet the current targets for the foresee-
able future. New targets are being
developed to replace them.

In 2015, Novo Nordisk set a target for all
production sites to use electricity from
renewable sources by 2020. The company
has signed up to the RE100 initiative, a
coalition of companies, committed to
100% renewable electricity led by The
Climate Group in partnership with CDP, a
not-for-profit that runs the global disclosure
system for environmental impacts.

Novo Nordisk plans to set targets for other
focus areas under the climate ambition
programme. The ambition is to align the
targets with the goals of the Paris Agree-
ment to keep the rise in global temperature
well below 2 degrees Celcius.

For additional information about environ-
mental performance, see the environmental
statement on pp 104-106 and the Commu-
nication on Progress at novonordisk.com/
annualreport.
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PERFORMANCE HIGHLIGHTS

2015 2016

2012 2013 2014 2015-2016
FINANCIAL PERFORMANCE Change
Net sales 78,026 83,572 88,806 107,927 111,780 4%
Sales growth in local currencies! 11.6% 11.9% 8.3% 8.4% 5.5%
Currency effect (local currency impact) 6.0% (4.8%) (2.0%) 13.1% (1.9%)
Net sales growth as reported 17.6% 7.1% 6.3% 21.5% 3.6%
Depreciation, amortisation and impairment losses 2,693 2,799 3,435 2,959 3,193 8%
Operating profit 29,474 31,493 34,492 49,444 48,432 (2%)
Net financials (1,663) 1,046 (396) (5,961) (634) (89%)
Profit before income taxes 27,811 32,539 34,096 43,483 47,798 10%
Net profit for the year 21,432 25,184 26,481 34,860 37,925 9%
Total assets 65,669 70,337 77,062 91,799 97,539 6%
Equity 40,632 42,569 40,294 46,969 45,269 (4%)
Capital expenditure, net 3,319 3,207 3,986 5,209 7,061 36%
Free cash flow! 18,645 22,358 27,396 34,222 39,991 17%
FINANCIAL RATIOS
Percentage of sales:
Sales outside Denmark 99.4% 99.4% 99.5% 99.7% 99.7%
Sales and distribution costs 27.6% 28.0% 26.2% 26.2% 25.4%
Research and development costs 14.0% 14.0% 15.5% 12.6% 13.0%
Administrative costs 4.2% 4.2% 4.0% 3.6% 3.5%
Gross margin' 82.7% 83.1% 83.6% 85.0% 84.6%
Net profit margin’ 27.5% 30.1% 29.8% 32.3% 33.9%
Effective tax rate! 22.9% 22.6% 22.3% 19.8% 20.7%
Equity ratio! 61.9% 60.5% 52.3% 51.2% 46.4%
Return on equity! 54.9% 60.5% 63.9% 79.9% 82.2%
Cash to earnings’ 87.0% 88.8% 103.5% 98.2% 105.4%
Payout ratio! 45.3% 47.1% 48.7% 46.6% 50.2%
Payout ratio adjusted for the partial divestment
of NNIT A/S 45.3% 47.1% 48.7% 50.0% 50.2%
LONG-TERM FINANCIAL TARGETS Targets
Operating profit growth 31.7% 6.9% 9.5% 43.3% (2.0%) 5%
Operating profit growth adjusted 31.7% 6.9% 9.5% 35.2%?2 3.9%?2
Operating profit growth in local currencies 20.2% 14.6% 12.7% 20.6% 0.2%
Operating profit after tax to net operating assets’ 99.0% 97.2% 101.0% 148.7% 150.2% 125%
Cash to earnings (three-year average) 103.7% 93.9% 93.1% 96.8% 102.4% 90%

1. For definitions, please refer to p 96. 2. Adjusted for DKK 2,376 million from the partial divestment of NNIT and DKK 449 million from the income related to the out-licensing of

assets for inflammatory disorders, both in 2015.
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2012 2013 2014 2015 2016 2015-2016
SOCIAL PERFORMANCE Change
Least developed countries where Novo Nordisk sells
insulin according to the differential pricing policy 35 35 32 23 22 (4%)
Donations (DKK million)3 84 83 84 105 106 1%
New patent families (first filings) 65 77 93 77 74 (4%)
Employees (total) 34,7314 38,4364 41,4504 41,122 42,446 3%
Employee turnover 9.1% 8.1% 9.0% 9.2% 9.7%
Gender in Management (ratio men:women) 61:39 61:39 60:40 59:41 59:41
Relevant employees trained in business ethics 99% 97% 98% 98% 99%
Product recalls 6 6 2 2 6 200%
Failed inspections 1 0 0 0 0 -
LONG-TERM SOCIAL TARGETS Targets
Patients reached with Novo Nordisk diabetes
care products (estimate in millions) 22.8 24.3 24.4 26.8 28.0 40 by 2020
Working the Novo Nordisk Way (scale 1-5) 4.3 4.4 4.3 4.3 4.4 4.0
Company reputation (scale 0-100) N/A 82.95 80.8 82.4 79.2 >80
ENVIRONMENTAL PERFORMANCE Change
Energy consumption (1,000 GJ) 2,433 2,572 2,556 2,778 2,935 6%
Water consumption (1,000 m?) 2,475 2,685 2,959 3,131 3,293 5%
CO; emissions from energy consumption (1,000 tons) 122 125 120 107 92 (14%)
Organic residues (tons) 99,209 110,228 110,095 124,049 114,805 (7%)
Waste (tons) 19,213 20,387 30,720 34,715 37,940 9%
LONG-TERM ENVIRONMENTAL TARGETS Targets
Energy consumption (vs prior year) 1% 6% (1%) 9% 6% Not to exceed 4%©
Water consumption (vs prior year) 16% 8% 10% 6% 5% Not to exceed 4%6©
Share of renewable power for production 74% 74% 73% 78% 78% 100% by 2020
SHARE PERFORMANCE Change
Basic earnings per share/ADR in DKK'.7 7.82 9.40 10.10 13.56 14.99 1%
Diluted earnings per share/ADR in DKK7 7.77 9.35 10.07 13.52 14.96 11%
Total number of shares (million), 31 December 2,800 2,750 2,650 2,600 2,550 (2%)
Treasury shares (million), 31 December 87 103 57 52 46 (12%)
Share capital (DKK million) 560 550 530 520 510 (2%)
Dividend per share in DKK” 3.60 4.50 5.00 6.40 7.608 19%
Total dividend (DKK million) 9,715 11,866 12,905 16,230 19,0488 17%
Share repurchases (DKK million) 12,162 13,989 14,728 17,229 15,057 (13%)
Closing share price (DKK)? 183.30 198.80 260.30 399.90 254.70 (36%)

3. Donations to the World Diabetes Foundation and the Novo Nordisk Haemophilia Foundation, which are working to increase healthcare capacity in developing countries. 4. Includes
employees in NNIT A/S. 5. Data for people with diabetes and employees are not included due to lack of availability. 6. The 4% equals 50% of the business growth measured as the
increase in sales in local currencies as a three-year average. For detailed target definition, please refer to p 13. 7. Share performance-related key figures have been calculated reflecting
a trading unit of DKK 0.20. 8. Total dividend for the year including interim dividend of DKK 3.00 per share which was paid in August 2016. The remaining DKK 4.60 per share,

corresponding to DKK 11,448 million, has not yet been paid.
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