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A.P. MOLLER
HOLDING

This report represents the statutory
consolidated statement of A.P. Moller
Holding A/S on CSR in accordance
with section 99a of the Danish Finan-
cial Statements Act. It represents poli-
cies, activities and results achieved in
201 8 for entities owned and con-
trolled by A.P. Meller Holding A/S.

A.P. Mgller Holding A/S (A.P. Moller Holding) is 100% owned by
A.P. Mgller og Hustru Chastine Mc-Kinney Mgllers Fond til almene
Formaal (A.P. Moller Foundation), one of the largest, industrial
foundations in Denmark.

As the investment arm of the A.P. Moller Foundation, our purpose
is to exercise the Foundation’s role as an engaged owner in the
spirit of A.P. Mgller and to ensure that the Foundation can con-
tinue to contribute to society in the form of donations for genera-
tions to come. We fulfil this purpose by safeguarding the long-
term viability of our companies and by investing in and building
value creating businesses that have a positive impact on society
and on our name.

As stated above we are investing in and building new businesses
that have a positive impact on society “Nyttig virksomhed”, as de-
fined by our founder A.P. Mgller. Our Africa Infrastructure Invest-
ment Fund and our focus on Geothermal energy are examples of
such, and “Nyttig virksomhed” is a key element in our investment
strategy going forward. As stated in our strategic beliefs in our An-
nual Report 2018, we are open to reconsider ownership of a busi-
ness, if its business model does not have a positive impact on so-
ciety. Social responsibility is integrated into our purpose and is
core in everything we do.

In 2018, we continued the implementation of new policies and
systems to secure a solid basis for our future activities as an en-
gaged investment company. We have among other things been
implementing General Data Protection Regulation (GDPR) policies
and systems as well as formulated Anti Money Laundering (AML)
and Anti Bribery and Corruption (ABC) policies. As such we have
high focus on mitigating the risk of being abused for money laun-
dering or financing of terrorism by third parties that A.P. Moller
Holding engages with. This is especially relevant in relation to our
investments, where we always conduct proper and adequate AML
due diligence measures on relevant counterparties being advi-
sors, co-investors etc.

Our ABC policy illustrates our zero tolerance towards fraud and
bribery. This is one of the cornerstones in our overall framework
for how to exercise due care to prevent bribery and corruption in-
ternally as well as in relation to third parties acting on behalf of
A.P. Moller Holding. The policy gives the overall guidelines in rela-
tion to procedures to be followed when investing, when interact-
ing with other business relationships e.g. government officials, in
relation to gifts and hospitality etc.

OUR INVESTMENTS

As an international investment company with a broad range of in-
vestment activities, A.P. Moller Holding has a significant influence
on society. We acknowledge the responsibilities that this entails
and make an effort to ensure that we are recognised as a trustwor-
thy group of companies.

The Board of Directors of each of our Large Investments,

A.P. Moller - Maersk, Danske Bank, Maersk Drilling, Maersk Tank-
ers, Maersk Product Tankers and our Fund Manager, A.P. Moller
Capital define their own specific CSR policies and Code of Con-
duct. We are represented on each board, and these representa-
tives ensure that CSR policies, including human rights, climate
change and environmental impact, are enforced. Policies are
adapted to meet the circumstances in which each of the affiliates
operates.



A.P. MOLLER HOLDING A/S CSRREPORT 2018

CSR POLICIES AT A.P. MOLLER HOLDING
At A.P. Moller Holding, being a good corporate citizen is an inte-
gral part of the way we do business, globally as well as locally.

We are committed to work internally and with our business rela-
tions to promote responsible practices. Our aspiration is to ensure
that all our business relations acknowledge our values and share
our commitment to conduct business in an ethical, legal and so-
cially responsible manner. Continually, we strive to improve the
performance of our business relations within the areas of human
rights, labour standards and the environment and to work against
any form of corruption, fraud and bribery.

We strongly believe that implementing a “Code of Conduct” will
create value for all parties and this is a step to establish a long-
term sustainable relationship with our business partners, our em-
ployees and the societies where we operate.

We expect our suppliers to avoid participation in or knowingly
benefit from, any kind of corruption, money-laundering, market
abuse, extortion or bribery.

Furthermore, we expect our suppliers to respect all applicable
laws and regulations and prevailing industry standards.

As such we expect our suppliers to integrate environmental con-
siderations in its activities and strive for continuous improvement
by minimizing any adverse effects of its activities on the environ-

ment.

We expect our suppliers to provide a safe and healthy working en-
vironment for all their employees. This include high focus on safe
and health working environment, respectful treatment, equal op-
portunity rights, freedom of Association and Collective Bargaining,
compliance with applicable working hours, etc.

Based on the CSR policies of A.P. Moller Holding, specific CSR
policies and codes of conduct for the subsidiaries are laid down
by their respective Boards of Directors, in which A.P. Moller Hold-
ing is represented.

In this report, the CSR reports of A.P. Mgller - Maersk A/S, Maersk
Drilling Holding A/S and Maersk Tankers Group - each outlining
company-specific policies, activities and results for 2018 - have
been combined. Furthermore, there is a section on APMH Invest
A/S and A.P. Mgller Capital P/S, which is not publishing a CSR
report on its own.

WE ARE GUIDED BY OUR
FIVE CORE VALUES
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APMH INVEST

In the fully owned holding company,
APMH Invest A/S, A.P. Moller Holding
continuously assesses and decides
upon which companies should be
invested in given its CSR policies

CSR POLICY OF THE INVESTMENT COMPANIES
As of 31 December 2018, the investment companies fully owned
by A.P. Mgller Holding A/S comprise:

e APMH Invest A/S

e APMH Invest lll ApS
e APMH Invest IV A/S
e APMH InvestV ApS

APMH Invest Il ApS and APMH Invest V ApS are dormant compa-

nies as of 31 December 2018.

Being 100% owned by A.P. Mgller Holding A/S, APMH Invest A/S
takes its origin in the values and commitments towards CSR as
A.P. Moller Holding. Hence, APMH Invest A/S is committed to
make investments in an ethical, legal and socially responsible
manner.

APMHINVEST IV A/S

APMH Invest IV A/S is holding A.P. Moller Holding's activities on
geothermal energy. We are seeking to introduce geothermal
energy on a large scale in Denmark and potentially outside of
Denmark. Geothermal energy is a renewable and currently un-
tapped energy source with potential to cover approximately 30%
of Denmark’s energy supply for district heating. The project is still
in its early stages and with a number of uncertainties, but the

potential for renewable energy in Denmark is very interesting and

The A.P. Moller Group has the capabilities from subsurface opera-

tions, to try.

Being 100% owned by A.P. Mgller Holding A/S, APMH Invest IV

A/S takes its origin in the values and commitments towards CSR
as A.P. Moller Holding. Hence, APMH Invest IV A/S is committed
to actin an ethical, legal and socially responsible manner.

As part of the pre-investment analysis, the CSR policies of poten-
tial investment objects are analysed and assessed in the effort to
ensure that the investments have a positive impact on society.
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A.P. MOLLER
CAPITAL

A.P. Moller Capital is a fund manager
with a primary focus on investments
that combine attractive risk adjusted
returns with a positive social impact

A.P. Moller Capital is a fund manager with a primary focus on in-
vestments that combine attractive risk adjusted returns with a pos-
itive social impact.

A.P. Moller Capital was established in 2017 to manage standalone
funds focusing on infrastructure in growth markets. The company
is governed and regulated by the Danish Financial Supervisory
Authority (FSA).

A.P. Moller Capital launched its first fund, The Africa Infrastructure
Fund in August 2017.

With over a century of combined experience among its senior
team, A.P. Moller Capital is not just a passive investor. The team
has an advisor network and industry partners in more than 40 Afri-
can countries.

The senior team will leverage strong industrial knowhow with
operational backgrounds and capabilities, paired with private eg-
uity fundamentals and experience. The combination of the two is
the key formula in optimising overall value creation. Environmen-
tal, Social and Corporate Governance (ESG) are a key element and
an integrated part of the entire investment life cycle.

ENVIRONMENTAL, SOCIAL AND CORPORATE
GOVERNANCE (ESG)

As a fund manager, A.P. Moller Capital pledges to be an ethical
partner within the countries, cities and communities in which they
operate. This means that as well as delivering competitive return
for the fund investors, they will seek to create businesses that
benefit society through economic and social development.

Maintaining high Environmental, Social, and Governance (ESG)
standards is not only the best way to mitigate risk in emerging
markets it is also a compelling opportunity to create value. That is
why ESG considerations are a central part of the investment strat-
egy and are included in all phases of our investment process.

Focusing on ESG is embedded in the risk analysis, decision-mak-
ing and ownership practices for the investments we make. The re-
sultis companies with better governance, more social focus, lower
environmental impact and, ultimately, higher value.

To uphold high ESG standards, A.P. Moller Capital commits to ad-
hering to the UN Principles for Responsible Investment, the princi-
ples of the UN Global Compact, and using the IFC Performance
Standards on Environmental and Social Sustainability as an inter-
national benchmark.

Good governance is essential to project management in A.P.
Moller Capital, and the team firmly believes being transparent and
fair makes us better investors. A.P. Moller Capital has a zero-
tolerance approach to corruption and is committed to avoiding
investments that do not minimize any negative social or environ-
mental impacts.

THE AFRICA INFRASTRUCTURE FUND I (AIF I)

AIF lis an investment fund creating and enabling opportunities
through investments in African infrastructure. The purpose is to
support sustainable economic growth and prosperity on the
continent, which has a working-age population likely to reach
more than one billion people in the next decades, and at the same
time deliver attractive returns to the fund investors.

AIF |is targeting infrastructure projects within power and transpor-

tation infrastructure. The fund has an initial target of 10 to 15 in-
vestments, and an operation period of 10 years.
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A.P. MOLLER -
MAERSK

The Sustainability Report for 2018 is
enclosed on the next pages
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The future A.P. Moller - Maersk will be
an integrated and focused shipping,
ports and logistics company. Oil

and oil-related businesses are to

be separated. This has resulted in
portfolio changes in 2018.

Maersk Oil is not part of
sustainability reporting for 2018.
Maersk Drilling and Maersk Supply
Service continue to be classified as
discontinued operations and are
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A.P. Moller - Maersk
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Foreword by the CEO

Dear reader,

This is A.P. Moller - Maersk’s 10th annual
report on our company's sustainability
strategy and performance. During the past
decade, A.P. Moller - Maersk has changed
in line with our global context. Over the
last two years, A.P. Moller - Maersk has
moved from being a conglomerate with
activities in a broad range of industries,
towards becoming one integrated
company focusing on end-to-end services
in container logistics, simplifying and
connecting our customers' supply chains.

In 2018, we reached several key
milestones on our strategic journey. In
line with our intent to exit the oil and
oil-related businesses, in Q1 we closed
the sale of Maersk Qil to Total, and in Q3
we announced our intention to pursue a
separate listing of Maersk Drilling in 2019.

In September, we announced
the integration of the commercial
organisation of Maersk Line with
Damco which is going to market under
the Maersk brand as of January 2019.
We have successfully progressed on
integrating Hamburg Siid, completing the
integration of operations and realising
synergies above expectations. We have
also seen the appointment of a new
Executive Board.

We have made progress in the move
towards digitising our business and the
way we serve our customers. Already,
we see that 98% of our bookings and
89% of our quotes, respectively, are
online. For quotes, this was achieved
within just one year and the number is
still growing. We continue to develop
our blockchain documentation solution,
Tradelens, to improve our customer
experience and create access to trade,
as digitising information can drive down
the cost of trade, reduce the occurrence
of corruption and support job creation.

Zero emissions by 2050

On the global sustainability agenda,

the dominant changes over the past ten
years have been the establishment of the
United Nations Sustainable Development

Goals and the growing urgency to
tackle climate change. With the latest
scientific assessments, there is no
doubt that the world in general needs
to embark on an all-encompassing
transformation process away from the
reliance on fossil fuels. This goes for
shipping as well, and we have taken
steps to respond to this need.

In 2018, A.P. Moller - Maersk
established the most ambitious goal
for reducing CO, emissions within our
industry. We have begun a journey
towards having net-zero CO; emissions
from our own operations by 2050. This
is an important ambition and one we
can only deliver on in collaboration with
many other stakeholders by innovating
and developing the technologies
needed to reach the target.

New approach to safety
In 2018 we have also taken significant
steps to renew and step up our approach
to safety in A.P. Moller - Maersk. While
the last decade brought improvements
in safety performance, we have reached
a plateau at which we have not been able
to eliminate the high-potential accidents,
including the number of fatalities
occurring as part of our operations. In
2018, we experienced seven fatalities,
and my Executive Board colleagues and
| are deeply distressed by this.

We know that accidents are never
intentional, they occur as a result of
a number of factors coinciding, and
there is rarely a correlation between
the efforts made to prevent minor
events and injuries and high-potential
accidents or events. In the future, we
will increase our focus on building the
organisational capacity and operational
controls that will act as barriers to
accidents being escalated to life-
changing or fatal outcomes. We have
established a corporate safety function
and new levels of both leadership and
employee engagement in safety. | will
be at the forefront of these efforts,
consistently communicating on the
right and obligation to stop unsafe work

and the importance of being prepared
for the unexpected.

Global trade will change

We publish this report at a time where
tensions over global trade are stronger
than what we have seen for many
years. So far, global trade has not been
severely diminished by these tensions,
even though we remain alert to different
trends in the years to come. Our 100-
year history has taught us that trade

is nothing if not resilient. When the
benefits of global trade are questioned,
as they are now, the result is that trade
changes. A positive outcome will depend
on an orderly process to alter the global
rule book on trade. It must reflect the
need for greater balance, inclusivity
and sustainability in trade, and

A.P. Moller - Maersk is putting our
leverage and insights to work in that
direction. We are committed and

taking action to assist more people
around the world in trading, through
empowering small businesses, by
reducing complexities and advocating
the reduction of indirect trade costs.

Continuously committed
In 2018, A.P. Moller - Maersk
contributed to The Ocean Cleanup
project which is addressing the issue
of ocean plastic pollution. | am pleased
to see our company being part of the
efforts to solve this significant issue,
and it is clear to me that our small part
in this project is a source of pride for
many A.P. Moller - Maersk employees.
To me, it demonstrates the
importance of contributing when and
where we can make a difference. We
will continue to do so, by running our
business with high integrity, supported
by our values and policies, and our
continued commitment to the UN
Global Compact principles.

Soren Skou
CEO of A.P. Meller - Marsk A/S

PROGRESS OVERVIEW
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DATA AND ASSURANCE

OUR COMMITMENTS

A.P. Moller - Maersk is
committed to operating
in congruence with the
UN Global Compact's ten
principles on responsible
business conduct.

We support and
commit to contribute
positively to the United
Nations Sustainable
Development Goals,
while also reducing
our potential negative
impact on the goals.
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PARTICIPANT

A.P. Moller - Maersk has been
recognised as Global Compact
LEAD for demonstrating its
ongoing commitment

to the UN Global Compact and
its Ten Principles. In 2018,
A.P. Moller - Maersk has
shown its commitment

by participating in Action
Platforms on Reporting on the
SDGs, Pathways to Low-Carbon
& Resilient Development,
Decent Work in Global Supply
Chains and Sustainable Ocean
Business, and has submitted
an Advanced Communication
on Progress, available at
www.unglobalcompact.org/
what-is-gc/participants/44.

Sustainability Report 2018
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Our business

A.P. Moller - Maersk employs over 84,000 people across operations
in over 130 countries. The company comprises container shipping,
ports and terminals, supply chain management and other
businesses operating within four main segments. Examples of
where some of our material sustainability issues can occur across

our businesses and value chains are shown below.

Inclusive trade
p.18

Food loss
p.22

D

Diversity and inclusion
Human rights

Cg p.33
P |

Responsible
procurement
p.32
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| | 1111

&

INTRODUCTION  STRATEGY AND GOVERNANCE =~ TRANSFORMATION AND OUR BUSINESS

ENERGY

After the sale of Maersk Tankers to A.P. Moller Holding and Maersk Oil to Total
S.A. respectively, the Energy division consists of two business units, Maersk
Drilling and Maersk Supply Service. A.P. Moller - Maersk has decided to pursue
a demerger via a separate listing of Maersk Drilling in 2019. The pursuit of a

sl
v
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39,019 39,165

(USD million) (1,000 tonnes CO; eq.)

solution for Maersk Supply Service is continuing.

Personal safety
p.28
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A.P. Moller - Maersk enables
customers to trade and grow
by transporting goods anywhere

We work to provide our customers with an end-to-
end offering of products and services across digital
platforms and an end-to-end delivery network, taking
the complexity out of global supply chains.

KEY RESOURCES

43,219 732

Invested capital Electricity

(USD million) (1,000 MWh)
56,636 12,017
Total assets Fuel oil

(USD million) (1,000 tonnes)

84,404

Employees

€O, / Climate change
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Air emissions: SOyx and NOx
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Ship recycling
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Ocean health
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Employee relations
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3,806

Profit/loss before
depreciation, etc. (EBITDA)
(USD million) 2008 baseline)

41,

Relative CO, reduction
(1,000 tonnes CO; eq.

645 615

Tax SOx emissions
(USD million) (1,000 tonnes)

®

TERMINALS & TOWAGE

Terminals & Towage includes gateway terminals
involving land-side activities and towage services
under the Svitzer brand.

®

OCEAN

The Ocean segment includes the ocean activities of
Maersk Liner Business together with Hamburg Siid,
as well as strategic transshipment hubs under the
APM Terminals brand.

Responsible tax
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) 1
\\“ 0 Disaster response
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Spills Anti-corruption
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Data in this report covers all activities within A.P. Moller - Maersk, including remaining activities in the Energy segment (Maersk Drilling and Maersk Supply Service).
It also, for the first time, includes data from Hamburg Siid. See portfolio note on contents page and the Sustainability Accounting Principles.

A.P. Moller - Maersk

o L
®

MANUFACTURING & OTHERS

Manufacturing & Others includes the activities of
Maersk Container Industry with the production and
sale of reefer containers. In January 2019, a decision
was made to exit the dry container business altogether.

®

LOGISTICS & SERVICES

Logistics & Services comprises five main
activities: supply chain management, inland
services, inland haulage activities, trade
finance services and freight forwarding.

Sustainability Report 2018
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Our sustainability strategy
and governance

The A.P. Moller - Maersk sustainability strategy is designed to
support our business strategy and contributes to the UN Sustainable
Development Goals. We work in partnerships to fulfil our ambitions.

ver the past two years,

A.P. Moller - Maersk has been on
a journey of change, reshaping from
a shipping and energy conglomerate
into a focused transport and logistics
company. Our ambition is to become
the global integrator of container
logistics, providing our customers with
end-to-end services for a simplified and
connected supply chain.

Our sustainability strategy was reviewed
and updated in 2017 with this ambition
in mind. It is made up of four shared
value programmes for our integrated
container logistics business and is based
on responsible business practices on all

material issues (see graphic on next page).

We see the four shared value areas
as the major issues where we can use
our business to develop large-scale

solutions that can alleviate some of the
world’s major sustainability challenges
while at the same time supporting

the development of our business. For
example, the goal of decarbonising
container logistics will support our
business in living up to the demands of our
customers for low-carbon transportation,
as well as meeting the need for cost-
efficient energy and helping us prepare
for new legislative measures, such as a tax
on carbon emissions. At the same time,
we will be one of the companies driving
progress towards carbon-neutral options
in the transportation sector, which is
essential for tackling climate change.

Fulfilling the new role of business
With the launch of the United Nations'17
Sustainable Development Goals (SDGs),

the world set itself a global and shared
framework with a common direction
and a vocabulary to discuss and invent
solutions and transformational actions
towards 2030.

The SDGs also defined a new and
enhanced space for business to contribute
to solving major global challenges.

Looking across the SDGs and
underlying targets, the business of
A.P. Moller - Maersk touches, directly or
indirectly, on all 17 goals. However, for
five of the goals we have the ability to
contribute to transformations at scale
and we can match these goals with our
sustainability strategy’s shared value
programmes (see graphic below).

For example, trade is central to
eliminating poverty, creating decent jobs
and assisting inclusive industrialisation

HOW A.P. MOLLER - MAERSK CONNECTS TO THE UN SUSTAINABLE DEVELOPMENT GOALS

DECENT WORK AND
ECONOMIC GROWTH
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Strong potential for positive impact at scale
Through our business, where we can have the greatest
positive impact on a systemic level.

REDUCED Potential direct / indirect positive impact
10 INEQUALITIES . . .
A Where our business has or may potentially have a direct
=) or indirect positive impact through our activities and
v

16 o )
(U Through our commitment to the UN Global Compact, where
i_ our business has a responsibility to mitigate potential

- negative impacts on people, society and/or the environment.

Relevant sub-targets for each Goal are listed under the SDG icons in the report chapters for each material issue.

A.P. Moller - Maersk

business practices.

Responsibility to mitigate potential negative impact
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», Global Compact
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OUR SUSTAINABILITY STRATEGY
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Decarbonise our own

operations and decouple
growth in business from

o

Reduce complexity in
global value chains

Empower small businesses
to benefit from trade

Support reforms to level
the playing field for
inclusive global trade

HELP MULTIPLY
THE BENEFITS
OF TRADE

CO; emissions

HELP DECARBONISE
LOGISTICS

SHARED VALUE PROJECTS
Drive transformation
Positive impact at scale

&

Invest in innovations and
work in partnerships
to reduce food loss in

the transportation chain
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Drive transformation and
transparency in global
ship recycling practices
towards a level playing

field based on the highest
international standards

CONTRIBUTETO
HALVING FOOD LOSS

LEAD CHANGE IN
THE SHIP RECYCLING
INDUSTRY
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and innovation. It is directly and
indirectly referenced throughout the
sub-targets defined for each SDG. Our
business operates at the heart of global
trade, and we can leverage our voice
and our reach to support action towards
achieving these targets — on the ground
and in public fora.

The SDGs also comprise other areas
where we can have a positive impact,
but mostly locally or at a smaller scale,
and areas where we have a responsibility
to mitigate potential negative impact

Health, safety &
environment

Mitigate negative impacts

Human &
labour rights

Responsible
tax practices

17 namsars
FORTHE GOALS

&

from our business. These are areas that
are addressed through our corporate
programmes on safety, environment,
human rights, labour, diversity,
responsible tax and anti-corruption etc.

The need for partnerships

While businesses strive to take on their
part in reaching the SDGs before 2030,
the need for broader collaboration only
increases. A pressing example of this is
our ambition to decarbonise container

logistics by 2050. This is a huge task

RESPONSIBLE BUSINESS PRACTICES

Managing responsibilities or risks

Responsible
procurement

Diversity &
inclusion
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Ocean health
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and we believe we will find better
solutions faster by building alliances
with competitors, customers, suppliers,
knowledge institutions, other industries
and the public sector.

We will continue in the
A.P. Moller - Maersk tradition of
working in partnerships to affect
systemic change and clear the path for
transformation. An overview of some of
the partnerships we are involved in can
be seen in the sidebar on page six.
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MATERIALITY 2018

Our materiality model assesses and groups sustainability issues in terms of
whether they constitute a risk, responsibility or a shared value opportunity for
A.P. Moller - Maersk. Materiality is an important contributor to our strategy
development and review processes. Our overall thinking on what materiality
means continues to evolve. For example, our work on sustainability risk
management and investor engagement, particularly in the context of the
recommendations from the Task force on Climate-related Financial Disclosures
(TCFD), (read more on page 15), has prompted us to reconsider some of the
strategic and financial risks relative to our material issues.

We have not performed a full materiality update in 2018, but have made
three changes compared to 2017 in the risk and responsibility categories:

Where do we have a responsibility to
mitigate significant potential negative
impact on people, society or the
environment?

Issues:

Ocean health

New issue in 2018 is highlighted in blue
and rescoped issues in grey.

A.P. Moller - Maersk

« Theissue of land acquisition and resettlement by linked third parties has
become less material following changes in business strategy, resulting in
fewer or no green field investments, and has therefore been taken out.

« Theissue of physical impacts of climate change has been added as an
assumed long-term financial risk following the results of research done this
year in the area of climate risks.

+ Ina human rights impact assessment we performed internally in 2015, labour
rights in indirect hiring and subcontracted workers, transport and other

services to/from conflict areas and armed services were identified as lacking

labour rights.

THE THREE
DIMENSIONS OF
MATERIALITY

@ shnrepvaLue

Where can we, through our business,
pursue and scale solutions to meet
significant systemic challenges for the
benefit of society and, at the same time,
create opportunities for our business?

Issues:

Disposal of vessels and rigs for recycling

Food loss

in governance and mitigation. We have resolved these management gaps, and
are replacing the three issues with the broader issues of human rights and

O risk

Where do sustainability issues pose a
significant financial or reputational risk
to our business?

Issues:

Major accident/oil spill/chemical spill

Major non-compliance with
corruption regulations

Supplier non-compliance with
A.P. Moller - Maersk Third-Party Code
of Conduct

Uneven playing field in the enforcement
of global SOy regulations

Physical impacts of climate change

INTRODUCTION  STRATEGY AND GOVERNANCE

Governance reflects strategy

In 2018, a new governance approach was
developed and will continue to evolve, as
our business transformation progresses
further. The overall governance
responsibility for sustainability now
resides directly with the Executive Board
rather than a separate Sustainability
Council, as was the case in the
conglomerate structure. The company'’s
sustainability function brings proposals
for new programmes or positions to the
Executive Board for approval as and

TRANSFORMATION AND OUR BUSINESS ~ PROGRESS, ACTIONS AND AMBITIONS ~ PROGRESS OVERVIEW  DATA AND ASSURANCE

when relevant. An annual progress report
is compiled for the Executive Board to
support oversight on strategic priorities,
trends and key issues. The Board of
Directors receives sustainability strategy
updates, and also reviews and approves
the annual Sustainability Report.

Each of our sustainability strategy's
four shared value programmes are
guided by a task force with executive
level sponsorship and management-
level representatives from both line
of business and sustainability. Each

s/
o

task force is chaired and served by
the sustainability department helping
to drive and facilitate projects and
collaborations.

Governance on responsible business
practices resides with line management
which has, in line with our change
towards becoming one company, taken
on greater responsibility for issues
management and risk mitigation.

POLICIES GOVERNING OUR ACTIONS

Our work is guided by internal policies based on our Core Values, external standards and commitments. Key international standards and references are listed below.

Material issue

Internal governance documents

International standards and references

Climate change

Sustainability strategy

The Paris Agreement

The Intergovernmental Panel on Climate Change (IPCC)

Task Force on Climate-related Financial Disclosure (TCFD)
Initial IMO Strategy on Reduction of GHG Emissions from Ships

Inclusive trade

Sustainability strategy

The World Trade Organization's Trade Facilitation Agreement

Food loss Sustainability strategy

There is no international governance framework for food loss

Ship recycling A.P. Moller - Maersk Responsible Ship Recycling Standard

Hong Kong Convention
UN Guiding Principles on Business and Human Rights
ILO Conventions

Safety Rule* on HSE Management

UN Global Compact
IMO International Safety Management (ISM) Code
IMO SOLAS Convention

Air emissions Rule on HSE Management

UN Global Compact

IMO MARPOL Convention Annex VI
EU Sulphur Directive 2016/802
UNCLOS

Spills Rule on HSE Management

UN Global Compact
IMO MARPOL Convention Annex VI

Anti-corruption

Rule on Anti-Corruption

UN Global Compact
OECD Guidelines for Multinational Enterprises
The US Foreign Corrupt Practices Act and the UK Bribery Act

Human rights Sustainability strategy

UN Global Compact
UN Guiding Principles on Business and Human Rights
OECD Guidelines for Multinational Enterprises

Disaster response

Disaster response and contribution program

There is no international governance framework

Memorandum of Understanding with the Global Logistic Cluster ~ for disaster response

Employee relations

Rule on Global Employee Relations

UN Global Compact

UN Guiding Principles on Business and Human Rights
OECD Guidelines for Multinational Enterprises

ILO Conventions

Maritime Labour Convention, 2006 (MLC, 2006)

Diversity and inclusion

Diversity & Inclusion strategy

UN Global Compact
UN LGBTI Standards for Business

Responsible procurement Rule on Responsible Procurement
A.P. Moller - Maersk Third-Party Code of Conduct

UN Global Compact

UN Guiding Principles on Business and Human Rights
OECD Guidelines for Multinational Enterprises

ILO Conventions

Responsible tax

A.P. Moller - Maersk Tax Principles

OECD Guidelines for Multinational Enterprises
B Team Responsible Tax Principles

Ocean health Rule on HSE Management

UN Global Compact
IMO Ballast Water Management Convention
IMO MARPOL Convention Annex VI

* Rules are comprehensive and mandatory statements of policy and responsibilities in the A.P. Moller - Maersk central governance system.

Sustainability Report 2018
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Towards a breakthrough
in climate change

Climate change is one of the world's most pressing challenges.
An effective response will make a difference to how the next
decades play out and how the next generations are able to live.

he 2018 report from the

Intergovernmental Panel on
Climate Change (IPCC) incontrovertibly
states that the effects of climate
change cannot fully be prevented,
and today the average global rise in
temperatures is already 1.0 degree. The
report also clearly states that to keep
climate change at manageable levels,
we need to create a carbon-neutral
economy by around 2050.

This includes what has been termed
'hard-to-abate'sectors, of which shipping
is one due to its long asset cycles.

A.P. Moller - Maersk is determined to put
its resources, relationships and leverage
towards abandoning fossil fuels.

Very ambitious targets

In 2018, the Executive Board of

A.P. Moller - Maersk approved a new
company ambition for climate change:
to have net-zero CO, emissions from
our own operations by 2050.2 We do
not by net-zero refer to off-setting
CO; emissions from fossil fuels. By
committing to this target, we believe
we will drive the transformation of
the shipping industry towards use of
carbon-neutral fuels.

Based on our experience, we know
that efficiency can only keep shipping
emissions stable, not reduce or
eliminate them. Nevertheless, until
decarbonisation is achieved, decoupling

business growth from emissions is a
necessity, and we have set an efficiency
target of 60% relative reduction in CO,
by 2030 from a 2008 baseline.

With these targets, we are breaking
the mould for climate targets and
ambitions in the shipping industry.

A decade of learning
A.P. Moller - Maersk has for ten years
pursued ways to reduce our relative CO,
emissions, and had set a target of 60%
relative reductions by 2020, using a
2007 baseline.

By the end of 2018, our reductions
had reached 47% since 2007. This is not
enough to reach 60% in two years' time.

NEW TARGETS

net-emissions from
our own operations by
2050.

relative reduction of
CO, emissions by 2030
(2008 baseline).

2050 SCENARIO

— Historic emissions — Number of vessels

CO; emissions

- Projected emissions 2030 efficiency target

Pathway to zero CO,

Growth in our fleet®

2018 RESULTS

relative reduction in
CO, emissions from our
activities compared to
2008 baseline.

Mtonnes
80 Decoupling l
CO; from trade
70 growth
60
50 Breakthrough
,,,,,,,,,,,,,,,,,,,,, innovations to
L T reach zero CO;
......... e in 2050
30 !
2050 target:
20
Emissions through
10 delivering the 2030 €0, emissions
efficiency target
0
2005 2010 2015 2020 2025 2030 2035 2040 2045 2050 2055

1 Global Warming of 1.5°C, Intergovernmental Panel on Climate Change, 2018.
2 Ourtargetis net-zero CO, emissions, because using e.g. biofuels will emit CO, when burned on a vessel. However, if the feedstock used to produce the biofuel absorbs
CO; equal to the emissions produced when burned (and the production process of the fuel is also CO,-neutral) then specific biofuels can be CO; neutral.
3 The 2050 scenario is based on a simulation, which builds on our expectations for the development of our business activities until 2050 and the reductions coming from
exchanging old vessels with zero carbon vessels. It does not however, include post 2030 reductions coming from further reductions on the remaining part of the old fleet.

A.P. Moller - Maersk
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We knew our 2020 target was a
stretched target, and we are convinced
that aiming high has pushed us to do
more than we would have without
setting the bar high.

Our efficiency work to date has
allowed us to decouple our emissions
from trade growth. We are now
changing our efficiency target to align
both target year and baseline with the
IMO strategy for greenhouse gas (GHG)
reductions in shipping, aiming for a 60%
reduction relative to cargo moved by
2030, compared to a 2008 baseline.
This means that we will be able to
sustain decoupled CO, emissions from
our growth, and as a company we are
proud to already be aligned with the
IMO industry target.

We have reached that mark by
optimising efficiency across our fleet,
with technical retrofittings including
capacity boost, new bulbous bows, new
propellers and engine modifications,
and by improving planning and
optimising networks. Over the last four
years alone, we have invested USD 1
billion and engaged 50+ engineers
each year in developing and deploying
energy efficiency solutions. We expect
this investment level to be sustained in
pursuit of our new targets.

Efficiency gains do not, however, solve
the climate change problem. That can
only be achieved through decarbonisation.

Collaboration towards breakthrough
Decarbonisation changes the game
completely. Massive innovative
solutions and fuel transformation must
take place in the next 5-10 years.

Itis important to understand just how
great a challenge this is. Transforming
the shipping industry which has run on
relatively cheap, heavy fuel for 100 years
is not only about how ships must be
designed in the future and what type of
engines will power them - safely - on
what type of fuel. It is also about building
entire new supply chains for these
new solutions. All of this breakthrough
innovation will have to take place in
the 2020s and is more than any single
company can do. We are committed to
being a leading actor in this process, but
we call on everyone to engage and invest
in creating the needed innovation.

Research and development will be
the cornerstone in decarbonising the
shipping industry, and we urge all parties

TRANSFORMATION AND OUR BUSINESS
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OVERVIEW OF A.P. MOLLER - MAERSK CO; EMISSIONS

As part of the work on our new climate
change targets, we established a
baseline overview of CO, emissions
for our full value chain. This analysis
showed that 65% of our greenhouse gas
emissions come from our own activities
(scope 1), and of this, 98% of our scope
1 emissions come from ocean transport.
Purchased electricity (scope 2) is only 1%
of our value chain footprint.

Our supply chain emissions make
up the remaining 34% (scope 3), and a
substantial part of these are related

to purchased ocean services. As a
consequence, out of our total emissions,
more than 70% relate to ocean transport,
which makes it the natural place for us to
focus our efforts in our new CO, targets.
Our strategy to become an integrator
of container logistics and provide
customers with easy access to end-
to-end services will necessarily lead
to increased activity on land. As we
progress, our decarbonisation strategy
will also address our land transport and
inland assets.

DATA AND ASSURANCE 13

AMBITIONS

To help decarbonise
logistics through
innovation, low-carbon
offerings to customers
and efficiency measures.
Map climate change
related risks to

A.P. Moller - Maersk
assets and supply chain.

TARGETS

2018: 60% relative CO,
reduction by 2020.*
Develop low-carbon
offerings to customers.

2019: Net-zero CO;
emissions from own
operations by 2050.

Efficiency target of 60%
relative reduction in CO;
by 2030 (2008 baseline).

Develop approach to
managing risks from
physical climate change.

GOVERNANCE

Our work on climate
change are governed
through the Executive
Board. Work is
coordinated by a cross-
functional task force.

SDG TARGETS

13 i

17 PARTNERSHIPS
FOR THE GOALS

&

17.16

2018 TARGETS MET?

In full

DOMINANT DIMENSION
OF MATERIALITY

@ Shared value

* Note: target closed in 2018
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involved to collaborate on incentives
and develop innovative solutions that
help the industry to effectively tackle
the transformation towards zero-
carbon vessels. A.P. Moller - Maersk will
dedicate resources and efforts towards
research collaborations, technical

development, customer engagement,
and regulatory advocacy.

In addition, we want to begin a
dialogue with cargo owners, regulators,
researchers, investors and technology
developers, and together set the
foundation for a sustainable industry.

GROWING CUSTOMER INTEREST IN CLIMATE CHANGE

For many of our largest customers,
attention to sustainability in their
supply chain is growing. We see our
customers making bold company
commitments to significantly reduce
C0; emissions from their business, in
many cases to zero emissions. Currently,
35 of our top 150 customers are using
science-based targets and many other
customers are working on targets. By
reducing emissions in our operations,
we can help these customers achieve
their CO; goals and ambitions. A 2018
customer survey showed us that

72% seriously consider sustainability
parameters when managing their
company'’s supply chain, pointing to
emissions reductions and low-carbon
logistics as their main challenges today.
Alongside this dependency, we see an

A.P. Moller - Maersk

increasing acknowledgement among
these customers that continued and
significant CO; reductions require
investments.

Specifically, we see that the number
of customer tender requests including
climate and other sustainability-related
requirements is increasing approx. 30%
year on year.

Also, our direct sustainability
collaborations or partnerships with 40
key clients over the past five years have
evolved from customers making basic
demands for CO, emissions data to more
long-term and action-oriented requests
for low CO; solutions along with tangible
CO; reduction pilot projects. We are
currently working on offering different
low-carbon solutions to our customers
across transport modes.

Zero emissions vessels

on the water by 2030

The pursuit of solutions must begin
now. Given the 20-25-year lifetime of
a vessel, we must have the first zero-
carbon and commercially viable vessel
on the seas by 2030. This should be
followed by an initial slow ramping up,
allowing maturing of technology and
supply chain in order to be able to turn
around our entire fleet for net-zero
carbon emissions in 2050.

This leaves us and the industry only
eleven years to find the right solutions
for a positive business case for
decarbonisation.

For the next few years, it is very
important not to rule out any solutions.
There are several promising technologies
at various stages of development. All
solutions will come with benefits and
challenges to be overcome and only by
actively partnering, collaborating and
undertaking research and development
will we know which ones will win out.

There are several technologies and
fuels being developed these years
within the areas such as advanced
biofuels and hydrogen-based fuels.
We are already engaged in research

1

Shipping is crucial to
reaching the climate
change goals set
by companies
and countries
alike. Through
partnerships

and innovation,
supply chains
must reduce their
carbon footprint,
as a contribution
to the Paris
Agreement and
in Nike's case to
our Moonshot
ambition of
doubling our
business while
halving our
environmental
impact.

n

KEITH LAMBERT
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and test programmes in some of these
technologies, for example sustainable
biofuels, where we are collaborating
with customers and research institutes
on development and testing of
potential future solutions for low-
carbon transportation. Over the coming
years, we will expand the range of
solutions we are investigating. This
will prepare us for selecting a few
candidates we will pursue for the first
carbon-neutral vessels.

Delivering on efficiency

We have set a new efficiency target at
60% relative reductions by 2030 with

a 2008 baseline and meeting it will
require tremendous efforts. We will be
working on a portfolio of solutions for
reaching this target. Energy efficiency is
a discipline where A.P. Moller - Maersk
has excelled for decades, yet we still
have potential to improve.

A major contribution will come from
replacing older vessels with new and
more efficient ones, taking advantage
of our continuous work to optimise
hull dimensions, hull shapes, propulsion
systems and auxiliary systems, and
in recent years we have consistently
demonstrated our ability to design and
build vessels that perform 15% more
efficiently than our average vessels.

Another large contribution will come
from further optimising our network
in terms of both network operations
and voyage execution. Over the next
few years, we will be able to reap
the benefits from our investments in
connecting and digitising our vessels.

For the last part of the reductions
in CO, emissions, we will rely on
innovation. We have demonstrated
that we are able to innovate and
operationalise innovation, and we
intend to continue these efforts.

Our 2030 efficiency target is strong
enough to ensure that we continue
to decouple CO; emission levels from
growth in trade and volumes shipped.
With this target, we will not exacerbate
our contribution to climate change
while we grow our business, serve
global trade and support job creation.

4 http://www.ipcc.ch/report/sr15/
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Physical impacts of climate change

In their 2018 report, the
Intergovernmental Panel on Climate
Change (IPCC) clearly states that the
physical effects of climate change
are already here in the form of
changes in, for example, weather
patterns and biodiversity.* This is
substantiated by the fact that in 2017,
the macroeconomic impact of global
weather disasters was around USD
330 billion, making 2017 one of the
costliest years ever.®

As part of our response to climate
change, A.P. Moller - Maersk works
to manage the risks to our assets as
well as the risks to the value of our
business, which are caused by the
physical impacts of climate change.

This work has been pushed further
by the investment community’s
increased focus on and activity
level around climate change and its
impacts on businesses seen from a
financial risk perspective.

The growing importance of
climate change to investors is clearly
demonstrated by The Task force on
Climate-related Financial Disclosures
(TCFD). Its recommendations for
corporate reporting on climate
change were published in the second
half of 2017. We are already reporting
against the TCFD framework
through the Climate Disclosure
Project (CDP).

Reporting according to TCFD

The TCFD recommends that
companies report on both transition
risks, understood as risks encountered
while working with CO, reductions, and
physical risks which are risks caused
by changes in weather etc., within the
categories of governance, strategy,
risk management and metrics.

Governance

Our climate change targets are part
of our sustainability strategy which is
owned by the Executive Board.

Strategy

Our transition strategy is described in
the previous pages of this report.

To understand and plan for protecting
business value from the risks caused
by the physical impacts of climate
change, we conducted a hot-spot
analysis in 2018, estimating the effect
of five climate hazards on ports, other
fixed assets and strategic commodities
within a 2020-2040 timeframe. The five
hazards are heat stress, floods, cyclones,
water stress and sea level rise.

Based on this overview, we have
given priority to the geographical

regions where the value of our
business faces the greatest risk, and
selected two high-risk clusters which
we will investigate more in-depth
in 2019 to deliver what will be our
approach to managing risks from
physical climate change.

The next step for us is to begin
pilot projects on the ground, to gain a
detailed understanding of the value
at risk and not least how we can best
approach managing the risk. There is
an added complexity to this, given that
our assets are always part of a larger
ecosystem, which will also be affected
by climate change.

Risk management

Climate-related risks and opportunities
are part of the Enterprise Risk
Management system reporting to

the Executive Board and the Board of
Directors quarterly.

Metrics and targets

Read about our strategy and targets
for decarbonising logistics on the
previous pages. Targets for managing
the physical impacts of climate
change are not available yet.

5 https://www.munichre.com/topics-online/en/climate-change-and-natural-disasters/natural-disasters/2017-year-in-figures.html
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GLOBAL WEATHER
IMPACT

A total of

USD was the
macroeconomic impact
of global weather
disasters in 2017.
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Making the case fo'r'. ;,fi-_-

open and inclusive trade

Open trade enables prosperity and growth for-people

and societies. But these benefits are not accessible to all.

A.P. Moller - Maersk wants to be a cornerstone of an

inclusive and sustainable global trading system that can

help eradicate poverty and deliver decent work for all.

I n 2018, we adopted an ambitious set
of commitments to help multiply the
benefits of trade (see pages 20-21).
We will use our capabilities to reduce
complexity in global value chains,

so that more countries and more
companies can do business simpler,
cleaner, faster and cheaper. We will also
work to empower small businesses, the
‘conveyer belts’ of innovation and job
creation, to have better access to the
benefits of trade.

Trade is key to progress
Looking ahead to 2030, trade will be
key to achieving the UN Sustainable
Development Goals. On average, 137,000
people have lifted themselves out of
poverty every day for the past 25 years.’
Many of them through the jobs and
benefits generated by trade. Without
cross-border trade, the real incomes of
the average consumer would be half
what they are today and even less for
the poorest.? By keeping trade open
in the 21st century, extreme poverty
may be eradicated for the first time in
human history.

Meanwhile, headlines on global
trade in 2018 have been dominated by
escalating trade tensions. By the end of

7  Steven Pinker: Enlightenment Now, 2018

8 Quarterly Journal of Economics (2016), 1113-1180

2018, we have not seen major effects
on global trade. But in the coming years,
we expect that at their current level,
trade tensions may reduce growth in
containerised trade by around 0.3%
annually. This is potentially significant in
a global market growing only 2-4%.

Rewriting the rule book on global trade
The current trade tensions go to
the heart of the multilateral rules-
based trading system, and include
disagreements over dispute resolution,
investment protection and fair,
market-based competition. There is an
acceptance that the rule book on global
trade needs updating in these areas
to ensure a level playing field. We are
hopeful that WTO member states will
agree on reforms to ensure a rules-
based global trading system that keeps
trade open, market-based and inclusive.
Much depends on whether the
changes to the trading rules will
happen through the current system
or whether the system as a whole will
move away from multilateral solutions.
Nevertheless, the current situation
presents a unique opportunity and a
pressing need to modernise the trading
system to make it fit for the next stage

9 Enabling Trade, Valuing Growth Opportunities, World Economic Forum 2013
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of globalisation. The mutual benefits

of getting this right are too big to
squander and the costs of getting it
wrong are unacceptable for present and
future generations.

Need for inclusive policies

Allowing open access to markets for
international exporters may have
adverse impacts on people if jobs
change or disappear. Where these
impacts have not been countered by
inclusive public policies, support for
open trade has been undermined. To
retain public support for open trade, it
must be combined with inclusive and
gender-sensitive policies in areas such
as social protection, education, social
dialogue and decent work.

This smart mix of open trade and
inclusive policies in turn requires a
rules-based trading system in which
countries have room to decide when
and how they open up to trade. This
involves balancing the potential adverse
impacts of open trade on specific
groups with the overall benefits for
workers, companies and consumers
of having access to global markets,
lower prices, higher wages and more
economic vitality.

GROWTH AND JOBS

Reducing logistics
barriers to trade could
increase GDP by nearly

adding millions of jobs
to the global economy.®

This balance differs from one
country to another and requires a
social contract within each. A modern
rules-based trading system is one that
accommodates the needs of different
countries to strike a balance between
opening up and leaving no one behind.

Trade and sustainable consumption
Past industrial revolutions that

lifted the majority of mankind out of
extreme poverty in just two centuries,
were powered by fossil fuels. This is
no longer sustainable. An emerging
subject in trade debates is sustainable
consumption, often defined as
consumption patterns where human
activities do not impact the natural
environment beyond what this can
accommodate.

The dilemma is that this cannot be
at the expense of inclusive growth.
Shifting consumption patterns, higher
prices, and slower growth will affect
some countries and some groups
harder than others. If left unaddressed,
such negative impacts may threaten
the acceptance of policies to address
climate change. This may particularly
impact countries that already struggle
with mass unemployment. 600 million
new jobs are needed in developing

10 https://ourworldindata.org/extreme-poverty#note-4

countries alone by 2030 just to keep up
with growing populations.”

The debate and ideas for reconciling
the diverging dilemmas and trade-offs
are hugely important to the world and
to our company. For A.P. Moller - Maersk,
the business imperative is clear: to
be sustainable, the global trade and
consumption patterns on which we base
our business need to be compatible
with nature. Shifts in mindsets and
innovative solutions will be necessary
to achieve sustainable consumption
and growth. We are following the
conversations closely and understand
that we have to be ready to contribute
to the solutions. Our work on climate
change is a major part of this, as are
the interventions and solutions being
developed in our efforts to multiply
the benefits of trade (see next pages).

11 https://www.worldbank.org/en/results/2018/02/13/jobs-at-the-core-of-development

AMBITIONS

We will use our global reach and position to
multiply the benefits of trade by reducing
complexity, empowering entrepreneurs and
supporting a level playing field for global
trade thatis open, market-based and inclusive.

TARGETS

2018: Invest in digital solutions that facilitate
trade. Provide support for implementation
of the WTO Trade Facilitation Agreement.

2019: Connect 50% of global containerised
trade to digital solutions that reduce
supply chain barriers by 2025.

Have small and medium-sized customers
account for 10% of our total revenue and
30% of our revenue from e-commerce
logistics by 2025.

Help partners build capacity of 100,000
small and medium-sized enterprises,
including women-operated businesses, to
engage in cross-border trade by 2025.
Contribute to trade facilitation reforms in
30 developing countries by 2025.

GOVERNANCE

Our commitment to multiplying the
benefits of trade is owned by the Executive
Board. A task force with key leaders from
relevant parts of the business is responsible
for setting and achieving the targets.

SDG TARGETS

DECENT WORK AND
ECONOMIC GROWTH

8.2 9.3

1 PARTNERSHIPS
FOR THE GOALS

&

17.10
17.16

2018 TARGETS MET?

In full

DOMINANT DIMENSION
OF MATERIALITY

@ Shared value
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Multiplying the benefits of trade - our commitment

As a global integrator of container
logistics, A.P. Moller - Maersk is
committed to multiplying the benefits
of trade. To achieve this goal, we have

set new, ambitious targets to deliver
on three key priorities for making
global trade more inclusive: reducing
complexity in global value chains;

empowering small businesses to benefit
from trade; and supporting reforms

to level the playing field for inclusive
global trade.

REDUCE COMPLEXITY IN GLOBAL VALUE CHAINS

The opportunity: Trade needs to be
simple. By digitising global trade, we can
help remove friction in global supply
chains, enabling our customers to trade
more. Reducing barriers to trade leads
to new growth with the potential to add
more than 20 million new jobs to the
global economy every year.”

What we are doing: In December
2018, A.P. Moller - Maersk and IBM
announced the commercial availability
of TradeLens, which is an open and
neutral industry solution using
blockchain technology to facilitate
global trade. Today's cumbersome

and siloed processes for trade
documentation, administration and

data sharing creates delays and
uncertainties in global supply chains.
The cost of such barriers by far exceeds
the cost of formal customs tariffs.

TradeLens allows all actors involved in
cross-border trade to interactin a simple,
secure and real-time environment. This
offers significant efficiency gains and
new revenue models for all actors in
the logistics ecosystem. As of January
2019 the solution is actively engaged
with more than 100 organisations. This
includes over 60 network members
including nine ocean carriers, three
inland carriers, 46 worldwide ports and
terminals, and nine customs authorities
spanning the globe.

HELP LEVEL THE GLOBAL
TRADING FIELD

The opportunity: The WTO Trade
Facilitation Agreement, which came
into force last year, is a concrete
example of how the world uses the
multilateral system to drive progress.
Companies in developing countries pay
a particularly high price for informal
barriers to trade.” Traffic congestion
and administrative barriers — popularly
known as ‘red tape’ - cause delays that
result in additional costs related to
storage, inventory, and penalties for
exporters and importers. For many,

in particular small and medium-sized
enterprises, these costs can make the
difference between trading and not
trading. Trade facilitation reform is key
to making trade cheaper, faster and
more inclusive.

What we are doing: As a member of the
Global Alliance for Trade Facilitation,
A.P. Moller - Maersk provides its
expertise in support of trade facilitation
projects in developing countries. In
2018, we have contributed to reform
projects in India, Sri Lanka, Morocco,
Ghana and Kenya. In Ghana, for example
- an important hub for regional and

12 Enabling Trade, Valuing Growth Opportunities, World Economic Forum 2013
13 Aid for trade at a glance 2015: reducing trade costs for inclusive, sustainable growth, OECD, WTO 2015
14 https://www.tradefacilitation.org/project/ghana-expedited-clearance-and-release-of-goods-through-risk-based-pre-arrival-customs-processing/

A.P. Moller - Maersk

international business in West

Africa - the Alliance works with

the government and the private

sector to introduce fully automated,
paperless customs processing. This will
significantly speed up clearance and
release of goods thereby contributing
to a better business environment."

REDUCE COMPLEXITY

We will connect

of global containerised
trade to digital
solutions that reduce
supply chain barriers
by 2025.

EMPOWER SMALL
BUSINESSES

A share of

of our total revenue
and 30% of our revenue
from e-commerce
logistics will come from
small and medium-sized
customers by 2025.

We will help

SMEs build capacity
together with partners,
including women-
operated businesses, to
engage in cross-border
trade by 2025.

LEVEL THE
TRADING FIELD

We will support

countries in
implementing the

WTO trade Facilitation
Agreementin
collaboration with the
Global Alliance for Trade
Facilitation by 2025.

INTRODUCTION ~ STRATEGY AND GOVERNANCE
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EMPOWER SMALL BUSINESSES TO BENEFIT FROM TRADE

The opportunity: Small and medium-
sized enterprises (SMEs) are ‘conveyor
belts' of innovation and job creation.
95% of all companies are SMEs and
they account for two-thirds of formal
sector jobs. Yet they have much less
access to the benefits of trade.” If we
can empower small businesses in trade,
we can help make economies more
inclusive. We foresee that rapid growth
in e-commerce will enable more SMEs
to connect with global markets. With
the right logistics, this can pave the way
for a new generation of small companies
integrated in global trade capable of

retaining more value from trade and
turning this value into decent jobs.

What we are doing: Twill, an online
digital shipping platform, offers

small and medium-sized companies

a one-stop solution to view quotes

and place bookings instantly, manage
related documents, track shipments

and proactively address changes to the
original plan. Combined with our solutions
to digitise trade, stronger customer
segmentation and better e-commerce
logistics, Twill will help small businesses
leapfrog into global trade.

Empowering entrepreneurs

through partnerships

In 2018, A.P. Moller - Maersk became

a partner to the SheTrades initiative

by the International Trade Centre. The
purpose of SheTrades is to enable
women entrepreneurs to access the
benefits of trade, aiming to connect
three million women entrepreneurs

to markets by 2021. This is good for
inclusion - but it is also just good
business. Closing the global economic
gender gap could add 26% to annual
global GDP by 2025." Together with
SheTrades, A.P. Moller - Maersk will help
women entrepreneurs in developing
countries engage in trade by sharing our
expertise on transport and logistics with
the women entrepreneurs.

In 2018, we continued our collaboration
with ConnectAmericas, a social network
for businesses in the Americas, where
small and medium-sized enterprises
can gain access to customers, suppliers
and investors, receive training on
international trade and commerce, and
access financing opportunities. In 2018,
an A.P. Moller - Maersk training course on
logistics had nearly 3,500 registrations
and 600 graduates. We are working with
the International Development Bank
and other ConnectAmericas partners to
enable a payment mechanism directly
on the platform.

BENEFITS AND CHALLENGES OF DIGITISATION

Commerce and logistics are moving
towards digitisation. A.P. Moller - Maersk
is committed to being at the forefront
of this transformation of our industry.
We are digitising our transactions with
customers, for example through Twill and
Tradelens, as described in the examples
above. A range of different business
models are evolving in our industry
based on blockchain, asset connectivity
and transforming data into insights and
potential products.

Digitising global trade holds vast
potential for removing friction, making
economies more inclusive, and for
consumers making smarter and more
sustainable choices. But there are
obvious challenges. Three areas stand
out: the future of work in logistics; data
privacy and surveillance; and market

concentration through exponential
technologies and big data.
First, the future of work in logistics
will be marked by increased use of
new technologies in labour-intensive
functions. This includes introducing
drone delivery, autonomous vehicles and
semi-automated warehouses. We are
gradually introducing new technology
in our own operations including vessels,
containers and terminals, making them
more efficient, safer and using data to
generate new value. We are working
to find a balanced approach to these
changes (read more on page 34).
Second, the rise of big data combined
with artificial intelligence and increased
use of sensors in global logistics will see
concerns over data privacy, algorithmic
discrimination and mass surveillance

15 World Trade Report 2016 Levelling the trading field for SMEs, WTO 2016
16 The Power of Parity: How Advancing Women's Equality Can Add $12 Trillion To Global Growth, McKinsey Global Institute 2015

more closely connected to trade.
Protection of data privacy and human
rights varies greatly across regions, and
we will need to reconcile this with our
global commitment to respecting human
rights and the privacy of our customers
and their customers in turn.

Third is the potential of exponential
technologies to result in ‘winner takes all
or most’ outcomes. E-commerce is one
example. On the one hand, e-commerce
can create access for millions of
companies to global markets. On the
other hand, critics are pointing out that
digital trading platforms can lead to
excessive market concentration. The
challenge will be to ensure that trade
remains open and market-based while
benefiting from new technologies.

DATA AND ASSURANCE 21
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Many people feel
that on issues like
social protection,
living standards,
quality education,
decent work,

fair taxation and
environmental
protection, trade
has not helped.
A.P. Moller - Maersk
and other large
companies have
an important

role in helping

to articulate a
positive vision
for inclusive,
sustainable trade.
They can also
help us travel
along the path
towards policies
and practices
that ensure trade
supports better
lives for all of us.

SEAN DOHERTY

Sustainability Report 2018
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FOOD LOSS

Reducing food loss
- a business opportunity

Working to reduce food loss will create value for a wide range
of stakeholders as well as the A.P. Moller - Maersk business.

he issue of food loss and waste

is positioned right in the nexus
between the growth and sustainability
priorities of A.P. Moller - Maersk. We
already transport about 27% of the

world's refrigerated containers and 25%

of the world's food commodities, and

our business strategy gives priority to
the development and growth of our cold
chain business. From a sustainability
point of view, our large market share
and place in the value chain imply
opportunities for leverage to reduce
food loss, particularly in the stages
where most food loss is generated:

+ the production stage, with 500
million tonnes of food lost every
year due to planning and handling
issues, followed by

- the handling and storage stage,
where 350 million tonnes of food is
lost every year, due to inadequate
storage conditions and time lags in
the transportation phase caused by
weak organisation of food chains and
poor infrastructure.”

What we can do
Our commitment to help halve food
loss by 2030 is a new area in our
sustainability strategy established
in 2017. We are currently shaping our
activities and growing our insights and
understanding of the issue. For example,
how inadequate food storage and
transportation conditions create large-
scale food loss, particularly in emerging
markets, and how partnerships can
contribute to changing this situation.
The ultimate goal is to build
capabilities along the supply chain in
countries with high prevalence of food
loss in the production and transportation
stages and enhance their ability to

benefit from food loss-reducing
solutions. This includes capacity building
to reduce post-harvest loss by improving
harvesting techniques and handling of
products, as well as improving framework
conditions for agriculture, infrastructure
and trade, which will help governments
fulfil national food loss targets.

/] |

We see a great potential
for help tackling the

global challenge of food
loss in partnership with

A.P. Moller - Maersk, due to
their expertise in cold chain
logistics and wide-reaching
network.

n

RAFAEL FLOR

Furthermore, enhanced capabilities
at the production stage, adequate
infrastructure and trade conditions
as well as temperature-controlled
transportation can enable landlocked
countries to access ocean shipping with
their perishable goods, as they can be
transported with freshness intact to
trading ports, even if these are located
thousands of kilometres away. This
enables producers to participate in
global trade.

Building partnerships
Aspiring to create shared value,
A.P. Moller - Maersk in 2018 worked

17 https://www.bcg.com/en-gb/publications/2018/tackling-1.6-billion-ton-food-loss-and-waste-crisis.aspx

A.P. Moller - Maersk

to establish partnerships to pilot
solutions to the food loss occurring in
the production, handling and storage
stages.

In 2018, we mapped relevant
organisations for potential partnerships,
and we signed a memorandum of
understanding with the International
Finance Corporation on future
cooperation for business-driven food
loss projects at country level. We are
further pursuing a selected number of
global multi-stakeholder partnership
opportunities.

Together with the Rockefeller
Foundation and the agriculture training
NGO, Technoserve, we are establishing
pilot projects in Kenya and Nigeria, with
an aim to expand our activities in the
food value chain in East Africa and get
closer to the harvest and collection
level.

Wide-reaching potential benefits
With the projected global population
growth in the coming decades, the
demand for perishable food is projected
to increase by 20% annually. It is

clear that with the current system's
inefficiencies, meeting this demand will
put an even more unsustainable pressure
on resources such as land and water,
and increase CO; emissions at a time
where these need to decrease. One way
to address this challenge is to make the
system more efficient and sustainable,
and we want to contribute to this.

If successful, our partnership-
based efforts to halve food loss by
2030 will have multiple benefits, as
farmers will have more crops to sell,
and communities will benefit from job
creation with ensuing local economic
development.

FOOD LOST
EVERY YEAR

tonnes due to
inadequate storage
and delays during
transportation.

INTRODUCTION ~ STRATEGY AND GOVERNANCE
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DATA AND ASSURANCE

GETTING INDIAN BANANAS TO EUROPE

India is the world's largest producer of
bananas with about 30% share of global
production. However, nearly a quarter
of production is wasted due to lack of
infrastructure and transport capability.
Furthermore, India exports less than 1%
of its production.

A.P. Moller - Maersk is working on a
project together with India’s National
Research Centre for Banana (NRCB) and
farmers in the Theni district in South
India. For the first time, the banana
trail will be mapped, as the fruit travels
through a cold chain.

The goal is to get the export time
below 45 days to allow exports to the
EU market. This will open a market of
at least three million tonnes of banana
export, while at the same time preventing
the loss of this perishable commodity.

s
w

AMBITIONS

To leverage our services,
products and capabilities
in order to halve food
loss in logistics, and
simultaneously enhance
our cold chain business
and support sustainable
development.

TARGETS

2018: Working in
partnerships, we will
invest in innovations
reducing food loss in the
supply chain, using our
competencies within the
establishment of cold
chains for transport.

2019: Establish two

global partnerships to
address loss points in
the food supply chain.

Develop a metrics
framework for food
loss contribution and to
guide the shared value
of our business-related
investments.

GOVERNANCE

Our commitment to
reducing food loss is
owned by the Executive
Board.

SDG TARGETS

2.1 12.3
2.2

17 PARTNERSHIPS
FOR THE GOALS

&

17.16

2018 TARGETS MET?

Partly

DOMINANT DIMENSION
OF MATERIALITY

9 Shared value
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Momentum towards responsible
ship recycling in Alang

The journey to transform ship recycling continues with a
multi-stakeholder partnership to increase transparency.

A significant number of yards in Alang, India are now
investing in responsible practices.

D espite strong and documented
criticism of the environmental,
health and safety conditions on the ship
recycling beaches in Southeast Asia,
90% of vessels were still dismantled
there in 2018."® This is the case in spite
of several shipowners having policies for
responsible ship recycling. A key factor in
this is the lack of international regulations
on ship recycling because the Hong Kong
Convention on ship recycling, established
by the IMO in 2009, still has not entered
into force, as it has yet to be ratified by
the required number of countries.

In 2016, A.P. Moller - Maersk embarked
on a journey to radically change global
ship recycling towards responsible
practices and avoid the high level of

negative impacts of non-regulated

ship recycling on beaches. We chose
Alang, India, as the location where we
would work on the ground to prove the
viability of more options for responsible
ship recycling. As part of this process, we
wanted to change the way Alang works
- both inside the yards and in the wider
community. We remain fully committed
to investing in changing this very real
and very difficult problem for the
shipping industry, living up to our values
and ambitions for this area.

Improving fast

A.P. Moller - Maersk has since 2016 sent
a total of seven vessels for dismantling
in four different yards in Alang and

FAST IMPROVEMENTS

Through a price incentive and a Maersk supervision team on the ground during recycling.

Shree Ram plot V7 audit status (No. of findings)
— V.S Investments plot 59 audit status (No. of findings)
— Baijnath Melaram plot 13 audit status (No. of findings)

120
100

80 74+

60 4A 48
40

20

34
a1 1

116

104

0

placed our supervision teams on the
ground during working hours in the yards
working on our vessels. The premise for
doing this was our belief that it is possible
to bring yards in Alang to comply with
A.P. Moller - Maersk's responsible ship
recycling standard. At all three yards
we have worked with in 2018, regular
audit findings against our standard were
reduced to just one outstanding within
three to six months. The yards did not
commence the recycling operations until
the audits proved responsible practices.

The one remaining finding concerns
excessive working hours, a notoriously
difficult challenge for global industries
to work with in Asian countries. The
challenge is enhanced by the fact
that legal migrant workers, who often
request as many paid hours of work as
possible, make up more than 90% of the
Alang workforce.

Two years after we sent our first
two vessels to Alang under the Maersk
Responsible Ship Recycling Standard, it
has been proven that both responsible
and commercial ship recycling is possible.
When working according to our standards,
the yards we work with are achieving
audit results on par with yards in Turkey
and China. This proves that change is
possible provided that the right skills,
mindset and investments are in place.

Several more yards are now approved
for bidding on A.P. Moller - Maersk-

Nov. Jan. Apr. Jun. Sep. Dec. Feb. Apr. May Jun. Jul. Aug. Oct. owned vessels destined for ship

2016 2017

2018

Follow-up audits

A fourth yard, Shree Ram plot 78, worked on the first two vessels we sent to Alang. Audits and improvements
took place between Feb'16 and Sep ‘17 and were reported in the 2017 report.
* Amendments to the audit status reported in the 2017 report have been made for November 2016 data

at Shree Ram Plot V7 and Y.S. Investments Plot 59.

18 Source: www.shipbreakingplatform.org/platform-publishes-list-2018/

A.P. Moller - Maersk

recycling, and a large number of other
yards are today either compliant with
IMO'’s Hong Kong Convention or on a
journey towards compliance (see table
on next page). We find that we have
witnessed and helped propel this great

u

The Ship Recycling
Transparency
Initiative is one of
those rare initiatives
that succeeds

in marrying the
interests of shippers,
environmental and
social stakeholders
and responsible
carriers. In

vessel recycling,
knowledge is power
and transparency
is progress, which
is why | have high
hopes for SRTI.

n

ROGER STREVENS
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progress in Alang. It does not, however,
change the fact that international
legislation will be necessary to create a
level playing field in ship recycling.

The EU List

The European Union (EU) is set to
introduce its own ship recycling safety
and environmental standards from

the start of 2019. Under these rules,
vessels carrying EU flags at the end of
their life cannot be recycled in yards not
approved by the EU. Yards approved by
the EU will be included in what is known
as 'the EU List".

The incentive to get on the EU
List is currently encouraging the
transformation of Alang seen in the
many yards investing in change (see
table below). We believe the EU can be
a real driver for sustaining investment
and upgrading in the whole area by
including Indian yards that comply with
EU regulations in the EU List.

The current version of the list
comprises 23 facilities from within the
EU and three non-EU facilities (one in
the US and two in Turkey).” The list does
not yet include Indian yards, however, it
will be updated on an ongoing basis.

In 2018, 11 yards in Alang have
officially asked to be added to the EU
List. Out of these, two were inspected
and conclusions were not available by
the end of 2018. We strongly believe
that transparency in the assessment
process is crucial to keep improving
conditions in Alang.

Transformation requires

transparency and engagement

From the beginning, we understood that
only by engaging other stakeholders
could we achieve the industry

TRANSFORMATION AND OUR BUSINESS  PROGRESS, ACTIONS AND AMIBITIONS =~ PROGRESS OVERVIEW

transformation we are aiming for. For
this reason, we welcomed the launch in
2018 of the Ship Recycling Transparency
Initiative (SRTI), in which we participate
together with five other shipowners

and six financial institutions. Two of our
large-brand customers are active on

the advisory panel.

Through an annual survey, the SRTI
encourages all shipowners to report on
their ship recycling practices against a
comprehensive set of disclosure criteria.
The information collected will form a
public database providing transparency
and in turn accountability for choices
made in the dismantling of end of life-
vessels. The SRTI's online platform was
launched in December 2018.

Introducing health services

to the Alang community

Another stated vision for engaging with
ship recycling yards in Alang was to
contribute to improving conditions for
the wider Alang community.

In late 2017, a survey was carried out
to establish gaps in existing health care
services if the needs of the workers and
their families were to be met. It concluded
that both general and emergency health
care services were sorely lacking.

A.P. Moller - Maersk and partners
Indian Red Cross and the Ship Recycling
Industry Association (SRIA) established
a mobile health van with a team of
professionals that provides general
health care to all ship recycling
workers in Alang as well as to the local
community of the wider Alang area.

Since May 2018, nearly 10,000 people
from the wider Alang area received free,
general health care from the health
van, improving access to health services
significantly.

For 2019, developing emergency care
will be in focus. We will work with local
health sector partners to be able to
offer basic emergency care services in
Alang, and to offer first aid training of
the yard workers.

DATA AND ASSURANCE

TWO-THIRDS OF YARDS IN ALANG INVEST IN RESPONSIBLE PRACTICES

Yards used by Yards cleared for Yards aligned/aligning with Other yards
A.P. Moller - Maersk A.P. Moller - Maersk bids Hong Kong Convention
As of 31 Dec 2015 0 4 4/35 104
As of 31 Dec 2016 1 3 17/39 87
As of 31 Dec 2017 3 6 66/27 50
As of 31 Dec 2018 4 9 80/15 48

Source: Ship Recycling Industries Association (India)

19 Source: https://gcaptain.com/european-list-of-approved-ship-recycling-facilities-updated-with-yards-in-turkey-u-s/

sl
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AMBITIONS

To radically change the
global ship recycling
industry to be dominated
by responsible practices
for the benefit of workers
and the environment

as well as responsible
yards and shipowners.

TARGETS

2018 and 2019:
Continue to invest and
work with selected
yards in Alang.

Develop the wider Alang
area.

Drive the development
of the Ship Recycling
Transparency Initiative.

GOVERNANCE

The A.P. Moller - Maersk's
Responsible Ship
Recycling Standard

is approved by the
Executive Board. The
ship recycling project is
overseen by a steering
group with an executive
sponsor.

SDG TARGETS

DEGENT WORK AND
ECONOMIC GROWTH

a4
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PROGRESS, ACTION AND A

A.P.Moller - Maersk is committed to ensuring that our busines:
practices are safe, responsible and transparent. £ |

In this section, we provide a brief and concise On all other responsibility and risk issues
overview of progress, actions and ambitions on in this section, we report across selected key
responsible business practices on 11 issues. We categories of disclosure including ambitions;
work on these issues by managing risk as well why the issue is important and how it is material;
as by living up to the responsibility defined by targets for 2018 (as reported in our 2017 T
our Core Values and the principles of the UN Sustainability Report); targets for 2019 or ahead,
Global Compact on human rights, labour rights, if revised; progress for this year; and governance.
environment and anti-corruption. We also connect our work with the relevant UN

The issue of personal safety forour —~  ~ — SDG targetsand indicatetrs.—
employees merits particular attention because 9
our approach to safety has undergone a
thorough review and renewal in 2018.
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Safety:

A fundamental shift

Focusing on leadership, organisational capacity,
operational controls and employee engagement will

propel us forward in the next phase of employee safety.

t the beginning of 2018, the

A.P. Moller - Maersk Executive
Board decided to conduct a thorough
review of the company's safety
performance, as no significant
improvements had been achieved
during the past 4-5 years.

The review showed that we had
reached a plateau in safety performance,
with the frequency of incidents not
improving. More importantly, high-
consequence events, particularly those
resulting in fatalities, continued to
occur. In the past five years alone, 34
colleagues have lost their lives while
working for A.P. Moller - Maersk.

The loss of five colleagues due to
a fire on the Maersk Honam in March
2018 only underlined the need for
A.P. Moller - Maersk to reevaluate its
safety approach.

As aresult, the Executive Board
appointed a safety task force, chaired
by Vice CEO Claus V. Hemmingsen,
charged with reviewing and re-thinking
the company's approach to safety and
focusing on making A.P. Moller - Maersk
a Safe Place to Work.

The conclusions and recommendations
were approved by the Executive Board
and the Board of Directors in the
autumn of 2018, leading to a significant
change in our approach going forward,
rebooting our safety efforts to ensure
safety is embedded in all aspects of the
organisation, and involving every part
of the business, every employee and all
business processes.

Three main elements
Moving forward, addressing three
priorities becomes critical:
Leadership accountability - all
leaders must be fully and emotionally
engaged in and committed to safety;
- Capacity for safe operations - stronger
focus on ensuring effective controls
for high-potential events, in addition
to ongoing efforts to reduce minor
accidents; and
Building the right culture for safety
- move away from a culture focused
almost exclusively on individual actions
and responsibility and more towards
becoming a learning organisation,
with organisational capacity and

operational controls in place and with
high levels of employee engagement.

Clear authority, roles, tasks, and
objectives for safety at all levels in the
company are and will remain important
parts of the safety transformation

journey.

Impacts of change come later

The new safety approach will be rolled
out from leadership level, starting
January 2019. To guide the process

of change, a new corporate safety
function was established in late 2018,
to formulate the overall safety strategy
and to facilitate best practice sharing
and governance across the company.

In 2018, our overall LTIf has increased
to 1.29 from 0.89 (see side bar). This is
primarily due to a positive change in
safety maturity across our terminals
where improvements in employee
engagement have led to increased
transparency in the reporting of lost time
injuries. There has also been an increase
in the number of terminal facilities fully
in scope for reporting on safety.

2018 OVERVIEW OF FATALITIES

The need for a re-orientation of A.P. Moller - Maersk's approach
to safety was, as mentioned above, sadly reinforced by a fire
aboard the Maersk Honam. In addition to the high-level task

force's work, new guidelines on the stowage of dangerous goods

were developed and implemented to improve safety across our
container vessels, building on a review of over 3,000 United
Nations categories of hazardous materials.

Business segment  Location Description Employed by
Ocean At sea Five crew members died as a consequence of a fire in 4 Maersk/
the forward cargo hold of the vessel. 1third party
Non-ocean Port of Pippavav, Employee at the port's tyre workshop was struck by debris Contractor
India from exploding tyre and died shortly after.
Non-ocean Quingdao, China Container assembly factory worker caught and squeezed Maersk

between trolley and container base plates.

A.P. Moller - Maersk

/]

The safety of our
employees is

our responsibility
and focus, and
the loss of seven
colleagues in 2018
alone, clearly
underlines the
need for change
in our safety
approach to make
sure all employees
can go to work not
only feeling safe,
but being safe.

SOREN SKOU

SAFETY
PERFORMANCE

Lost-time injury frequency

1.29

2018 2017

LTIf is lost-time injury frequency
per one million man-hours.

The figures above are based on
exposure hours for employees
in operational scope (see
Sustainability Accounting
Principles: maersk.com/
business/sustainability/
sustainability-reports-and-
publications/reports).
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Building capacity for safety

Through consultation with global
safety experts and best practice
organisations within safety, we learned
that a focus on zero accidents alone is
not a sufficient motivator. A far better
motivator and guide post is the core
belief that safety is not the absence of
accidents, but the presence of capacity
and effective controls to eliminate as
many of the factors contributing to the
occurrence of accidents and managing
the outcome of an accident.

We have previously targeted zero
accidents. Going forward, the target
we communicate and use as motivator
is to make A.P. Moller - Maersk a safe
place to work. We will encourage the
elimination of the risk of accidents
through designing a safe work place
where as many risk factors as possible
are controlled, and focusing not on who
failed, but on what failed.

We will set this course to ensure that
if and when we do have accidents, the
organisation is able to ‘fail safely’ so
that high-potential events do not result
in permanent and life-changing injuries
or fatalities.

A real-life example of this approach
is the safety features in ordinary
cars. Our new approach is similar to
the existence of seat belts, air bags,
reversing alarms, non-skid brake
systems etc. In comparison, our previous
approach to safety also had some
level of risk control, but relied mostly
on instructions to 'drivers’ focused on
not placing the car too close to other
objects or not to brake too hard on
slippery surfaces.

The change in our approach to safety
does not mean that we discard our
management systems and procedures.
They are the backbone of a safe
working environment and are based
on years of experience and learning.
However, more procedures and rules
instructing people not to get hurt will
not be more effective.

Instead, what we believe will take
us further on our safety journey is a
non-wavering focus on being a safe
place to work, where we see and engage
every one of the people working for
A.P. Moller - Maersk — from deck hands
to executives - as continuous learners
and sharing the responsibility for all of
us to return home safely after work.

TRANSFORMATION AND OUR BUSINESS ~ PROGRESS, ACTIONS AND AMBITIONS  PROGRESS OVERVIEW
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Accidents should
never be allowed
to have a fatal or
permanent injury
as an outcome for
anyone working for
A.P. Maller - Maersk.
We need to

create a working
environment and

a culture enabling
us to manage,
react and recover
from accidents
without persons
suffering fatal

or life-changing
conseqguences.

n

CLAUS V. HEMMINGSEN

AMBITIONS

Our overriding ambition is to ensure
that A.P. Moller - Maersk is a safe place
to work.

TARGETS

2018:

+ Zero fatalities

- Continuous improvement in targets
for lost-time incidents going towards
zero.

2019:

New targets for safety will be developed
in 2019, aligned with the new approach
to focus on building resilience, capacity
and controls. This still entails the
ambition of no colleagues losing their
life working for A.P. Moller - Maersk in
2019.

WHY IS IT IMPORTANT?

Safety at work is a basic human right, and
workplace conditions directly influence
workers as well as their families and
communities. Keeping our people safe
is our first and primary responsibility
as a company, a core value for us and
an unequivocal expectation from

our employees, their families and
communities. A.P. Moller - Maersk,
however, still sees fatal accidents
occurring as part of our operations.

GOVERNANCE

A new, central safety function was
established, reporting to the Executive
Board. Operational safety management
continues to be the responsibility

of line management directed by the
requirements in the central governance
system.

SDG TARGETS

'DEGENT WORK AND
ECONOMIC GROWTH

o

8.8

2018 TARGETS MET?
Not met:
7 fatalities

DOMINANT DIMENSION
OF MATERIALITY

Responsibility
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Air emissions: SOx and NOy

AMBITIONS

Our key ambition is to comply with

air emissions regulations and drive
regulatory enforcement towards a level
playing field.

TARGETS

2018:

+ Maintain or implement solutions
that will enable full compliance with
regulatory demands.

+ Develop positions alone and with
others to level the playing field.

+ Fully comply with regulatory demands.

2019:

+ Fully comply with regulatory
demands and continue investing
in maintaining and implementing
solutions that will enable this.

+ Actively engage at international
and regional level to secure a level
playing field across the industry.

WHY IS IT IMPORTANT?

Air emissions from ocean-going
shipping have negative effects

on human health and the natural
environment. We support regulation
which will significantly reduce these
effects, as evidenced by a 2018
survey showing that areas in Europe
with regulation-limited sulphur
content in fuel saw a drop in sulphur
concentrations in the air by up to

60%. But, without a level playing

field in terms of compliance and

the enforcement of regulation, the
competitiveness and profitability of
compliant companies will be hurt. The
International Maritime Organisation’s
0.5% global cap on sulphur dioxide
(SOx) content in fuels for shipping will
enter into force from 1January 2020.
To enable enforcement of the global
cap, the IMO in 2018 decided on a
carriage ban for non-compliant fuels on
board vessels. Vessels with scrubbers
cleaning the exhaust gasses installed
are exempted from this ban. OECD
estimates the cost of switching to new,
compliant fuels at up to USD 15 billion
per year for the container shipping
industry.2° Our own estimation is
around USD 2 billion annually for

A.P. Moller - Maersk alone.

PROGRESS IN 2018

To prepare for the 2020 global cap, we:

+ Invested in sufficient supply of
compliant 2020 fuels through a long-
term agreement with an independent
tank storage operator, making
Rotterdam one of our global hubs for
low-sulphur bunker fuel. Here, we will
store some 20% of our total annual
fuel requirements. We are exploring
more such options.

- Began dialogue with our customers
over additional fuel costs, among
other things announcing upcoming
bunker surcharges. These will recover

the increased fuel costs, allowing
customers to predict the actual extra
cost of shipping for them at different
fuel cost scenarios.

+ Developed new standard operating
procedures to ensure that the new,
blended, compliant fuels will not
cause operational problems.

+ Invested in scrubbers on a share of
our vessels. Scrubber technology is a
less extensive element of our sulphur
cap fuel sourcing strategy, the vast
majority of our container vessels
will comply using low sulphur fuels.
In 2017, we publicly stated that we
would not rely on this technology, but
for the time being we need to secure
that we are not overly reliant on a
single means of compliance.

NOy

IMO legislation exists to achieve
progressive reductions in NOx emissions
from ships. It is being implemented
through the establishment of NOx
emission control areas (NECAs).
A.P.Moller - Maersk is preparing for

the 2021 enforcement of NECAs in the
Baltic Sea and the North Sea.

GOVERNANCE

Our work is guided by a steering
committee on SOx compliance and
readiness.

SOx NON-COMPLIANCE CASES 2018

Where What

Follow-up

Claes Maersk, Algeciras

Fuel sample showed a sulphur content of 0.18%

in a zone where global cap is at 0.10%.

Caused by error in fuel changing
calculation. Size of fine is pending.

Cecilie Maersk, Algeciras

Fuel sample showed a sulphur content of 0.11%

in a zone where global cap is at 0.10%.

Caused by error in cleaning process.
Size of fine is pending.

Seago Istanbul, Rotterdam

Fuel sample showed a sulphur content of 0.26%

in a zone where global cap is at 0.10%.

Caused by error during fuel switch.
Fine of EUR 1,600.

Maersk Salalah, Shanghai

Fuel sample showed a sulphur content of 0.67%

in a zone where global cap is at 0.10%.

Caused by error during fuel switch.
Fine of USD 3,900.

20 Reducing sulphur emissions from ships, OECD/ITF, 2016

A.P. Moller - Maersk
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INTRODUCTION ~ STRATEGY AND GOVERNANCE

Spills

AMBITIONS

Zero oil spills.

TARGETS

2018 and 2019:
Zero non-contained oil spills above 10 m3,

WHY IS IT IMPORTANT?

Large-scale oil spills may have
documented, long-lasting impacts on
human health and/or the environment.
Spill incidents also have the potential to
cause severe injuries and fatalities. Our
business may suffer financial damages
through fines and recovery operations,
as well as reputational damage. The

risk of oil spills is highest in terms of

TRANSFORMATION AND OUR BUSINESS ~ PROGRESS, ACTIONS AND AMBITIONS  PROGRESS OVERVIEW

likelihood in relation to fuel transfers. In
terms of environmental impact, vessel
collisions carry the highest risk profile
along with land-side bulk hydrocarbon
and chemical handling.

PROGRESS IN 2018

- No oil spills over the 10 m? limit were
reported in 2018.

+ A new global operating standard
for Spill Prevention, Control and
Response was rolled out across our
terminals and inland service depots,
with all locations completing spill
risks assessments at their facilities,
and implementing improvement
plans over the short to medium-term
to reduce spill risks by strengthening
prevention controls, and better

preparing, resourcing and testing
response plans. As part of the
implementation of the new standard,
an environmental performance
objective was included in our
terminals' performance scorecard
for the first time.

GOVERNANCE

Our efforts to avoid spills are governed
through the rules and guidance on HSE
management stated in the central

A.P. Moller - Maersk governance system.
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Anti-corruption

AMBITIONS

We aim to eliminate corruption in the
maritime industry through both multi-
stakeholder collaboration and our
own operations.

TARGETS

2018 and 2019:

Comply with legislation on anti-corrupt
practices, which ultimately translates to
zero bribery and facilitation payments.

WHY IS ITIMPORTANT?

Corruption undermines social and
economic development. It destabilises
the business environment, adds to the
cost of participating in global trade
and has significant negative impact on
the markets and countries we operate
in. Furthermore, it affects external
confidence (public trust) as well as
company morale. For A.P. Moller - Maersk,
non-compliance with legislation on
bribery and corruption may lead to
legal and reputational risks, extra

costs, inefficiencies in our business and
ultimately debarment from markets.

Risk of corruption is found primarily in
our interactions with authorities over
controls and approvals in ports and
border controls, mostly in the shape of
facilitation payments. Risk of corruption
in our supply chain is managed

through our Responsible Procurement
programme (see page 32).

PROGRESS IN 2018

+ 0n own ships we have managed, in
close collaboration between crew and
shore, to decrease facilitation payments
over the last three years by 99.97%.

- In 2018, 98% of chartered vessels
reported monthly, and approximately
88% are in compliance with the
A.P. Moller - Maersk Anti-Corruption
Policy. These results are achieved
through clear communication and
collaboration between the vessels,
the shipowners and Maersk, making
it very clear that we support the crew
in avoiding any payments.

+ Began work to consolidate existing
anti-corruption programmes into
one common A.P. Moller - Maersk
programme in line with the
company's strategy, including an
upgraded compliance programme.
The programme is based on current
compliance standards, including,
but not limited to, risk assessment,
training and communication.

+ Continued membership of the
Maritime Anti-Corruption Network.

+ Four cases related to corruption
were reported through the
whistleblower hotline. Three cases
have been investigated and closed
as unsubstantiated. One case is
currently being investigated and dealt
with according to the procedure in
the whistleblower system.

GOVERNANCE

Our work to combat all forms of
corruption is governed through the
central A.P. Moller - Maersk governance
system.

SDG TARGETS

16 PEACE, JUSTICE 17 PARTNERSHIPS
AND STRONG
INSTITUTIONS
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FOR THE GOALS

2018 TARGETS MET?

In full
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Responsible procurement

AMBITIONS

Manage the risk of supplier non-
compliance with our Third-Party Code
of Conduct.

TARGETS

2018:
Ensure compliance with Third-Party
Code of Conduct.

+ Introduce ‘country risk’ as additional
criteria for engagement.
Introduce assessment approach to
the high-risk category ‘terminals’.

The last two targets replace a previous
target. This change was made as part
of a re-evaluation of the Responsible
Procurement programme in 2018.

2019:

+ Ensure compliance with Third-Party
Code of Conduct.

+ Sharpen the focus on risk
management through 'risk score’
methodology.

+ Align supplier due diligence processes
across segments in a consistent
manner.

WHY IS ITIMPORTANT?

International companies’ purchasing
decisions impact environmental, social
and economic conditions around the
world. For A.P. Moller - Maersk, the trustin
our brand and leadership will be damaged,
if we are unable to monitor and address
our supply chain sustainability risks.

PROGRESS IN 2018

We focus on suppliers in high-risk
categories and countries in our
transportation and logistics activities.
We engage with approximately 3,000
suppliers through due diligence
activities such as audits, self-
assessments, documentation reviews,
and improvement plans. This number
has doubled since 2017, due to the
inclusion of the trucking category. It is
out of a population of 24,000 suppliers
with whom we have a contract and a
total population of 72,000 suppliers.

- Performed 40 audits and 1,029
self-assessments of suppliers.

- Added high-risk countries to the
high-risk categories as an additional
criterion for engagement.

+ Further integrated our pre-qualifier
questionnaire for the trucking category.

+ Continued work on subcontractor
conditions, particularly in shipbuilding
yards and terminal construction sites
with due diligence through audits and
improvement plans.

Conducted focused training on labour
relations through a joint programme
with Global Employee Relations team.
Piloted an assessment approach for
the supplier category ‘terminals’ at 10
terminals in high-risk countries.

We were alerted by a Danish media
outlet to a sub-contractor's working
conditions in Mombasa's port terminal,
operated by Kenya Ports Authority,
which was not in compliance with

our Third-Party Code of Conduct.

We investigated the case and are
addressing the gaps identified.

As a member of the UN Global Compact
Action Platform on Decent Work in
Global Supply Chains, we have signed
six broad commitments on decent work
in global supply chains.

GOVERNANCE

Governed through requirements set
out in the central A.P. Moller - Maersk
governance system.

SDG TARGETS

12.6

2018 TARGETS MET?

Partly

DOMINANT DIMENSION
OF MATERIALITY
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AUDITS AND ASSESSMENTS IN 2018

We engage with suppliers through audits and assessments and establish improvements plans in case of critical and major findings.

2017 numbers in brackets.!

Shipbuilding yard
audits

Suppliers in the high-risk categories?

+/-3,000

Control actions carried out

Other Other

audits® self-assessments

26 1,029
(48) (478)

Improvement plans established to address critical and major findings

A.P. Moller - Maersk

142
(238)*

Pre-qualification
assessments

of which

Qualified suppliers

' The numbers for 2017 have
been restated to reflect the
current organisational scope
of reporting, excluding Maersk
Oil and Maersk Tankers.

2 The number will vary as the
number of categories change.
This year's data includes
trucking companies which
were excluded in 2017.

3 Fewer audits compared to

2017 as many equipment and

components manufacturers

for new building projects

and manning agencies were

audited last year. These

audits are valid for two years,
or more, depending on the
supplier category and hence,
number of other audits
reduced this year.

The number of improvement

plans are not comparable

year on year as the
companies assessed/audited
are not the same.

IS

INTRODUCTION ~ STRATEGY AND GOVERNANCE

Human rights

AMBITIONS

Ensure that we prevent and address
adverse human rights impacts
associated with our business activities.

TARGETS

2018:
Full integration of human rights in
sustainability governance.

2019:

+ Anchor human rights due diligence
in the company'’s overall governance
system.

+ Continue to close identified gaps in
relation to standards for employees
in our company and in the supply
chain.

+ Conduct further analysis of human
rights risks related to the digitisation
of our business.

WHY IS IT IMPORTANT?

Human rights are a precondition for
freedom and dignity for people, for rule
of law and for inclusive and sustainable
growth on which we depend as a
business. Respect for human rights

is rooted in our values and key to our
licence to operate from employees,
customers, investors, communities,
governments and other stakeholders.
National reporting requirements related

to human rights are generally on the rise.

TRANSFORMATION AND OUR BUSINESS ~ PROGRESS, ACTIONS AND AMBITIONS  PROGRESS OVERVIEW

As a company with a global presence,
we support effective and balanced
regulation that promotes a global level
playing field for responsible business.

PROGRESS IN 2018

Initiated efforts to integrate human
rights in sustainability governance
with completion in 2019 in alignment
with expected changes to our
governance system.

Performed forward-looking analysis to
understand how our impact on human
rights will be affected by external and
internal transformations. Key areas
include upholding labour standards

in an increasingly fragmented supply
chain; the impact of new technologies
on the future of work in logistics; and
the potential consequences for human
rights of big data analytics, sensors
and artificial intelligence in global
trade digitisation.

Responded to a joint communication
from two United Nations Special
Rapporteurs on Human Rights
regarding potential adverse human
rights impacts of ship recycling.

Our statement, which applies the

UN Guiding Principles on Business
and Human Rights, is available on

our website. The Rapporteur on
Human Rights and Toxics included a
statement on the subject in his report
to the UN Human Rights Council in
September 2018.

Under the Safety of Life at Sea (SOLAS)
convention, commercial vessels are
obligated to assist persons in distress
at sea, and governments are obligated
to facilitate the disembarkation of
rescued persons at a safe port. We
take pride in meeting our SOLAS
responsibility in a manner which
respects human rights standards.
In 2018, our vessels participated in
two search and rescue missions at
sea rescuing a total of 127 persons.
An incident involving the Maersk
Alexander in June 2018 received
international attention, as our vessel
waited four days for permission to
disembark the rescued persons.

+ Published our third annual statement
under the UK Modern Slavery Act.

GOVERNANCE

Human rights due diligence is part

of our sustainability management
process which is overseen by the
Executive Board. In addition, human
rights provisions are embedded into

a number of programmes in the areas
of safety, employee relations, diversity
and inclusion, security, responsible
procurement and responsible ship
recycling (see the table below).

DATA AND ASSURANCE
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HUMAN RIGHTS IN THIS REPORT

There are many aspects of our business that touch on human rights. Our work to enhance our human rights due diligence is described

on the following pages of this report.

Material issue Human rights at stake Page

Safety The right to life and the right to the highest attainable standard of health. 28-29

Employee relations Human rights principles and standards related to labour, for example freedom of association and collective 34
bargaining, equal treatment, child labour, forced labour, working hours, compensation, privacy, rest and leisure.

Diversity and inclusion The right to freedom from discrimination and the right to family life. 35

Responsible procurement Human rights principles and standards related to labour, see examples above. 32

Ship recycling Human rights principles and standards related to labour, in particular the right to life and 24-25
the right to the highest attainable standard of health.

Air emissions The right to the highest attainable standard of health. 30

Sustainability Report 2018
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Employee relations

AMBITIONS

All our employees will be treated
fairly in a safe and healthy working
environment with constructive and
productive working relationships
between managers, employees and
employee representatives.

TARGETS

2018 and 2019:

Ensure compliance with the

A.P. Moller - Maersk governance
document on Global Employee Relations,
which is based on internationally
recognised labour standards.

WHY IS ITIMPORTANT?

A positive relationship with our employees
and nurturing diversity is fundamental
to our success as a business. This begins
with ensuring respect for internationally
recognised human rights and labour
standards in all our workplaces.

PROGRESS IN 2018

As due diligence, we carried out a
company-wide self-assessment of the
compliance with our Rule on Global
Employee Relations in 180 entities
worldwide. Based on the assessment,
we have initiated improvement actions
in the following areas:

+ Working hours and overtime: The
most frequent challenge and a
continuous focus. In 2018, we made a
policy on working hours specifically
addressing challenges at our
container factory in China.

- Compensation: Cases occur where
wage differences depend on
employment status or nationality.

In a few countries, where inflation
and costs of living are rising rapidly,
salaries may not enable employees to
meet basic needs.

+ Equal treatment: Reports of
employment decisions influenced
by factors such as gender, ethnicity,
nationality, religion or sexual
orientation were dealt with through
internal grievance systems.

- Freedom of association: \We are present
in countries where independent trade
unions are prohibited by law. We seek
to honour our principles for employee
relations while also complying with
the law. We have taken steps to
increase consistency in the way this is
managed locally.

- Forced labour: We operate in
countries where local laws and
practices may require employees to
obtain approval from their current
employer before changing jobs. There
are also cases where employees are
granted loans by the company. We
have taken further steps to reduce
the risk of bonded labour.

+ Third-party staff: People hired
through third parties who work for
us for long periods of time. The due
diligence assessment has helped us
strengthen implementation of our
Third-Party Code of Conduct in areas
such as pay and working hours.

We rolled out a company-wide
e-learning programme on Global
Employee Relations, which is mandatory
for all employees and covers the
international labour standards that are
most salient to our business. Alongside
this, we continued specialised training
for employees working with manning
agencies, with a focus on our inland
service operations.

Our whistleblower system received
31 HR-related cases, including cases
related to potential infringements
of our principles on Global Employee
Relations. These are investigated and
dealt with according to the procedure in
the whistleblower system.

GOVERNANCE

Employee relations at A.P. Moller - Maersk
are governed according to our policy

on Global Employee Relations based

on international labour standards. The
Global Employee Relations Council,
reporting to the Chief Human Resources
Officer, oversees compliance.

SDG TARGETS
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* We comply with our
governance document on
Global Employee Relations,
but have identified some
instances where practices
must be further examined.

CLOSING TWO FACTORIES

Following thorough evaluation of
market prospects, Maersk Container
Industry decided in June 2018 to close
its container factory in San Antonio,
Chile. Further, in January 2019 we
decided to exit the dry container
manufacturing business, which meant
closing the factory in Dongguan, China.
The closures sadly affected the jobs
of 3,400 employees. We are committed
to taking care of the people that are
impacted by these difficult decisions
and we thank them for their dedication
and hard work over the years.
Following the announcement of the
closure of the plant in Chile, the trade
union organising 50% of the employees

directed a complaint to the OECD
National Contact Point (NCP) in Chile. The
complaint argued that the running and
closure of the factory violated the OECD
Guidelines for Multinational Enterprises.
The alleged violations concerned equal
pay as well as consultation processes
during the closure.

We conducted a review of the
allegations and found that our running
and closure of the factory complied
with all legal requirements as well as
international standards for responsible
business conduct. We presented the
outcome of this review to the NCP, and
on that basis respectfully declined the
NCP's offer of a further mediation.

NEW TECHNOLOGIES IN THE WORKPLACE

The increase in technological innovation in our industry generates
uncertainty among our employees and trade unions. In 2018, we
established a set of guiding principles to support our approach.
We believe that by addressing these changes in a proactive
manner, technology will enable us to create better and more
productive jobs for the benefit of the company and our employees.

We are committed to:

- Timely identification of upcoming technological changes, so that
we can support our employees in building the skills required.

-+ Proactive and open dialogue with employees and their
representative bodies. In 2018, we met with trade union
representatives from the International Transport Workers'
Federation to openly share and discuss our approach and plans

for technical innovations in our business.

+ Ensuring that we have support in place for employees whose
jobs disappear due to the adoption of new technologies.

INTRODUCTION ~ STRATEGY AND GOVERNANCE

TRANSFORMATION AND OUR BUSINESS ~ PROGRESS, ACTIONS AND AMBITIONS  PROGRESS OVERVIEW

Diversity and inclusion

AMBITIONS

We aspire to create an inclusive
culture where employees from every
background can contribute to their
fullest. In doing this, we will be in a
prime position to attract people from
the widest talent pool, specifically
increasing the gender and nationality
diversity at our senior levels.

TARGETS

2018 and 2019:

- Target for representation of women
on the Board of Directors (see graphic
below).

+ Target for representation of women
and persons from countries that
are not in the OECD high-income
countries list (see graphic below).

WHY IS IT IMPORTANT?

It is a basic obligation and a core
element of our values not to
discriminate against our employees.
Discrimination bars people from living
up to their full potential, creates
inequality as well as less stable and
prosperous societies. We also want to
leverage the competitive advantage
that diverse teams and inclusive
cultures can bring to our business.

PROGRESS IN 2018

We set global targets that help us
monitor progress on representation of
gender and nationality in management
(see graphic below). We are not satisfied
with the 2018 progress, and expect our
investments in the agenda will positively
impact the results in the future.

The current targets are not seen as
end points, but as steps along the way.
We aim to create more micro targets
for specific parts of the employee life
cycle. These include gender recruitment
targets, balanced with always hiring
the best person for the job, and a target
maternity return rate of 90% (currently
at 73%). Since 2016, we have offered a
global minimum of 18 weeks' maternity
leave on full pay for all employees, and
the option to work 20% less hours at
full pay for up to six months within the
first year of childbirth or adoption.

1. Inclusive leadership capabilities

+ Continued roll-out of workshops
focusing on understanding and
mitigating unconscious bias across
leadership levels.

- Developed and prepared 2019 launch
of a new e-learning programme for
all employees.

Delivered unconscious bias training
during key restructuring projects
embedding diversity when making
people decisions.

2. Local and leader-led agendas

+ The CEO of A.P. Moller - Maersk
committed to the European
Roundtable pledge on Inclusion.

+ Continued development of regional
and brand-owned diversity and
inclusion strategies.

3. Engaging our employees in the
diversity and inclusion agenda

- Signed up to the UN LGBTI Standards
for Business as part of our existing
commitment to human rights and
established a website with guidance
and tools for line management.

+ Celebrated International People
with Disabilities day, our first step
in engaging employees globally on
disability inclusion.

Local and regional initiatives rolled
out by employee networks.

+ Close to 300 women across the
company engaged through our
women's development programme,
which also provides virtual learning
for its 1000 alumni.

GOVERNANCE

Our Diversity and Inclusion programme
is managed through the human
resources department. Standards for
non-discrimination of employees are
part of the Global Employee Relations
governance document.

DATA AND ASSURANCE
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TARGETS AND PERFORMANCE ON DIVERSITY AND INCLUSION

H 2018 2017 | Target 2020

Representation of women' Representation of persons not from

high-income OECD countries’

Executives 17% I |2°% 16% N |30%
Senior 147 I |18% 18% I |21%
Leaders
Leaders 227 I |25% 30% 38%
Senior 29% 359 45% 529
Managers

Representation of women
on our boards?

Women - Ven

In 2018, the A.P. Meller - Mzrsk A/S Board of
Directors consisted of 10 members, of which two
are women (eleven members and three women in
2017). The size of the board was reduced by one
member in 2018. The member leaving the board
was a woman. The Board set a target in 2015 to
be reached by 2019, at the latest: three women
Board members elected by the Annual General
Meeting, if the Board consists of less than twelve
members. Four women Board members, if the
Board consists of twelve or more members.

' Targets and performance
include continuing
businesses.

2 A.P. Meller - Mersk A/S
has a number of subsidiary
companies that fall under
the Danish legislative
requirements on gender
reporting, and which
have all set targets for
the underrepresented
gender on the respective
Boards of Directors. Of the
companies, a portion have
already obtained target
representation on the Board,
while the remaining continue
to strive for their targets. See
the management reports of
the respective companies.
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36 PROGRESS, ACTIONS AND AMBITIONS | DISASTER RESPONSE, RESPONSIBLE TAX AND OCEAN HEALTH

Disaster response

AMBITIONS

To act in accordance with our values

by using our leverage and logistics
capabilities to support response efforts
to large natural disasters and in
complex emergencies.

TARGETS

2018 and 2019:

« Participate, as part of the Logistics
Emergency Team (LET), in filling
operational gaps in case of complex
emergencies and large-scale natural
disasters.

+ Contribute in LET preparedness
activities such as training and
knowledge sharing on transport
and logistics capacity as well as site
access at selected locations.

WHY IS IT IMPORTANT?

When natural or human-incurred
disaster strikes, emergency logistics

services are a key factor. Having

aid reach the impacted areas more
quickly and efficiently saves lives.
Our deep knowledge of logistics and
global presence allows us to deliver
on this need, and we see it as a clear
responsibility to do so.

PROGRESS IN 2018

Our disaster response efforts are
mainly carried out through the Logistics
Emergency Team (LET) which comprises
four global logistics and transportation
companies: UPS, A.P. Moller - Maersk,
Agility and DP World. The LET supports
the Global Logistics Cluster, led by the
United Nations World Food Programme
(WFP), which provides emergency
responses to complex humanitarian
crises and natural disasters. In 2018,
A.P. Moller - Maersk:
Increased our allocation of time and
resources to also respond to human-
incurred disasters in addition to
natural disasters.

+ Contributed to the response plan
following the earthquake in Indonesia
in September, with information on
the country's infrastructure and
ocean freight options, and reserving
containers to support disaster relief
if needed.

- After a cholera outbreak in Yemen
in 2017, we collaborated with LET
partners in donating four refrigerated
containers to store medical supplies.

+ Continued to map freight and
logistics options to secure the Global
Logistics Cluster’s preparedness in
risk-prone areas.

GOVERNANCE

The Executive Board decides on
activation of support to large-scale
natural disasters upon request from
the Global Logistics Cluster. A dedicated
contact point coordinates requests
from the LET to A.P. Moller - Maersk
representatives in relevant locations.

SDG TARGETS

17 PARTNERSHIPS
FOR THE GOALS

&

17.6

2018 TARGETS MET?

In full

DOMINANT DIMENSION
OF MATERIALITY

Responsibility

Responsible tax

AMBITIONS

Be a compliant and accountable tax
payer with responsible and transparent
tax practices.

TARGETS

2018 and 2019:

Ensure full compliance with tax
regulations in all countries where we
operate.

+ Continue to engage in dialogue with
stakeholders on tax matters.
Implement the B Team Responsible
Tax Principles by 2020 (The B Team is a
non-profit initiative aiming to catalyse
more sustainable business practices).

WHY IS ITIMPORTANT?

Well-functioning tax systems locally and

A.P. Moller - Maersk

internationally help finance education,
infrastructure and other public services
that support sustainable development,
local societies, business and trade. We
recognise the need for companies to
support the local economies in which
they do business.

PROGRESS IN 2018

+ Total tax charge in 2018 was
USD 645 million.

Participated in The Tax Dialogues
organised by Oxfam IBIS, the B Team's
responsible tax project, the ICC
international Chamber of Commerce
Taxation Commission, and the UN
Committee of Tax Experts.

+ As afounding signatory of the B
Team Responsible Tax Principles, we
performed an internal assessment
against the principles. As an outcome

of this assessment, we began collection
of information regarding tax incentives
throughout the world, and development
of procedures for reporting of taxes
paid at country level.

We operate globally, including in

some countries that are listed as non-
cooperative by the EU or other tax
authorities. We do not engage in tax
avoidance activities. Out of the five
countries on the EU list for 2018, we
have a Maersk Line Agency and a shore
branch for a drill ship in Trinidad & Tobago.

GOVERNANCE

Our approach to tax is directed by the
A.P. Moller - Maersk Tax Principles

and governed in line with the rules

and guidance stated in the central

A.P. Moller - Maersk governance system.

SDG TARGETS

17 PARTNERSHIPS
FOR THE GOALS

&

171

2018 TARGETS MET?

In full

DOMINANT DIMENSION
OF MATERIALITY

Responsibility

INTRODUCTION ~ STRATEGY AND GOVERNANCE

Ocean health

AMBITIONS

As a citizen of the oceans, we will
contribute to protecting the health of
oceans, and continuously reduce our
own impacts.

TARGETS

2018:
Mature the partnership with the
World Ocean Council and the science
community.
Explore partnership opportunities in
the marine plastic litter community.
+ All vessels are compliant with the
IMO Ballast Water Management
Convention.

2019:

+ All vessels are compliant with the
IMO Ballast Water Management
Convention.

Continue collaboration with the
Ocean Cleanup Project.

Support ocean science research
through data collection and
partnerships.

TRANSFORMATION AND OUR BUSINESS ~ PROGRESS, ACTIONS AND AMBITIONS  PROGRESS OVERVIEW

WHY IS ITIMPORTANT?

Ocean health is pivotal to the health

of nature and people. Higher sea
temperatures and the proliferation of
plastic waste indicate that ocean health
is under threat. We are obligated to

act, as emissions from our activities
contribute to acidification and rising
temperatures, and as a citizen of

the oceans to contribute to finding
solutions.

PROGRESS IN 2018

- We registered one case of reported
non-compliance with ballast water
regulation in Montreal, Canada. The
case was related to reporting errors
and we received a fine of USD 9,100.
Established collaboration with the
Ocean Cleanup project, contributing
around USD 2.0 million in vessel
services and equipment for the
installation of the first full-scale
ocean plastic clean-up system, as
well as providing open-top containers
for the collected plastic.

+ Collaborated with the National
Oceanic and Atmospheric
Administration (NOAA), under the
U.S. Department of Commerce, to
deploy 16 drifter buoys which as part
of NOAA's network of around 1,000
buoys collect data for marine and
climate sciences. During 2019, we
will continue to work with NOAA in
collaboration with the World Ocean
Council's 'Smart Oceans - SMART
Industries' initiative to develop
a programme to improve data
collection from selected areas.

+ Joined and launched the UN Global
Compact Sustainable Ocean Business
Action Platform, a three-year project.

GOVERNANCE

Our ocean health activities are
governed through the rules and
guidance on HSE management in the
central A.P. Moller - Maersk governance
system. Our collaboration with the
Ocean Cleanup Project is under the
sponsorship of the Executive Board.
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2018 TARGETS MET?

Partly

DOMINANT DIMENSION
OF MATERIALITY

Responsibility

HELPING THE OCEAN CLEANUP PROJECT SUCCEED

Over 5 trillion pieces of plastic are
estimated to litter all the major ocean
basins. The source of this problem is
primarily insufficient waste management
on land, rivers and sea. Therefore,
making the oceans healthy will require a
multi-layer solution with a multitude of
innovation and change.

As responsible citizens of the ocean,
we want to contribute to alleviating the
problem by assisting in removing the
plastic which is already in the oceans.

The Ocean Cleanup Project, a non-profit
organisation, has developed a 600 m-long
floating buoy system with a screen to
collect plastic debris for recycling.

The first offshore cleaning system
was towed and installed by a Maersk
Supply Service vessel in the Great Pacific
Garbage Patch, located 1,200 nautical
miles off the coast of San Francisco. The
patch contains an estimated 1.8 trillion
pieces of plastic and covers an area twice
the size of Texas. After installation, our
vessels are further monitoring progress
and operations.

At the end of 2018, the installment
malfunctioned and was towed back to shore
with terabytes of data ready to be used to
develop necessary upgrades. Our vessel
also carried around 2,000 kg of plastic
that had been recovered from the patch.

The Ocean Cleanup Project’s long-term
ambition is to install at least 60 systems
to remove 50% of the Great Pacific
Garbage Patch within five years.
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Overview of targets and progress

o

o

S

o

o

o

INTRODUCTION

o

STRATEGY AND GOVERNANCE

o

TRANSFORMATION AND OUR BUSINESS

PROGRESS, ACTIONS AND AVIBITIONS

PROGRESS OVERVIEW

DATA AND ASSURANCE

gl
o

MATERIAL Climate change Inclusive trade Food loss Ship recycling Safety Air emissions Spills Anti-corruption Responsible Human rights Employee Diversity and Disasterresponse Responsible tax Ocean health
ISSUE procurement relations inclusion
(p-12) (p-18) (p.22) (p-24) (p-28) (p-30) (p-37) (p-37) (p-32) (p-33) (p-34) (p-35) (p-36) (p-36) (p-37)
To help decarbonise A.P.Moller - Maersk To leverage To radically change Our overriding ambition ~ Our key ambition is Zero oil spills. We aim to eliminate To manage the risk To ensure that we All our employees We aspire to create To act in accordance To be a compliant As a citizen of
logistics through will use its global reach A.P. Moller - Maersk the global ship is to ensure that to comply with air corruption in the of supplier non- prevent and address will be treated fairly an inclusive culture with our values by and accountable tax the oceans, we
innovation, low-carbon and position to multiply  services, products recycling industry A.P.Moller - Maersk is emissions regulations maritime industry compliance with our adverse human rights in a safe and healthy where employees from using our leverage and payer with responsible will contribute to
offerings to customers the benefits of trade by ~ and capabilities in to be dominated by a safe place to work. and drive regulatory through both Third-Party Code of impacts associated working environment every background can logistics capabilities and transparent tax protecting the health
AMBITIONS and efficiency measures. reducing complexity, order to halve food responsible practices to enforcement towards a multi-stakeholder Conduct. with our business with constructive and contribute to their to support response practices. of oceans, and
Map climate change empowering loss in logistics, and the benefit of workers level playing field. collaboration and our activities. productive working fullest. In doing this, efforts to large natural continuously reduce
related risks to entrepreneurs and simultaneously enhance  and the environment own operations. relationships between we will be in a prime disasters and in our own impacts.
A.P. Moller - Maersk supporting a level our cold chain business as well as responsible managers, employees position to attract complex emergencies.
assets and supply playing field for global and support sustainable  yards and shipowners. and employee people from the widest
chain. trade that is open, development. representatives. talent pool, specifically
market-based and increasing the gender
inclusive. and nationality diversity
at our senior levels.
60% relative CO, We will invest on the Working in partnerships,  Continue to invest and Zero fatalities. Maintain or implement Zero non-contained oil Comply with legislation Ensure compliance with  Full integration Ensure compliance with Target for Participate, as part Continue to engage Mature the partnership
reduction by 2020 scale of millions of we will invest in work with selected Continuous solutions that will spills above 10 m3. on anti-corrupt Third-Party Code of of human rights the A.P. Moller - Maersk representation of of the Logistics in dialogue with with the World Ocean
(target closed in 2018). USD in digital solutions innovations reducing yards in Alang. improvement in targets enable full compliance practices, which Conduct. in sustainability governance document women on the Board Emergency Team (LET), stakeholders on tax Council and the science
N Develop low-carbon that facilitate trade. We  food loss in the supply Develop the wider for lost-time incidents with regulatory ultimately translates Introduce country risk governance. on Global Employee of Directors. in cases of complex matters. community.
TARGETS 2018 offerings to customers. Wil provide dedicated chain, using our Alang area. going towards zero. demands. to zero bribery and as additional criteria for  (Due to organisational ~ Relations, which is Targets for emergencies and large-  Ensure full compliance  Explore partnership
support for the full competencies within Initiate the Ship Develop positions, facilitation payments. engagement. and governance based oninternationally  representation of scale natural disasters. with tax regulations. opportunities in the
implementation of the the establishment Recycling Transparency alone and with others, (e 152 AECESR TG changes, this target recognised labour women and persons Contribute in LET Meet our commitment  marine plastic litter
WTO Trade Facilitation  of cold chains for Initiative. that are deemed to approach to the high- was postponed until standards. from countries thatare  preparedness activities o implement the community.
Agreement. transport. level the playing field. risk category “terminals’.  2019.) not in the OECD high- such as training and B Team Responsible Tax Al vessels are
Fully comply with (The last two targets income countries. knowledge sharing 2l Principles as a founding  compliant with
regulatory demands. replace a previous target. transport and logistics  signatory. the IMO Ballast
This change was made SRy EswElEE Water Management
as part of a re-evaluation site alccess at selected Convention.
of the Responsible locations.
Procurement
programme in 2018.)
Established new targets  Established 2025 Mapped opportunities External, quarterly Started a safety 4 non-compliances with  No oil spills above the Maintained status of Performed 40 Performed forward- Carried out a We continue our efforts  Increased our Total tax charge One non-compliance
on CO; reductions and targets. and began building audits of the yards we transformation journey  existing legislation for threshold our internal near-elimination of audits and 1,029 looking analysis to company-wide self- to building inclusive allocation of time USD 645 million. with the IMO Ballast
decarbonisation. Launched, supported partnerships to increase  worked with in Alang with a new safety emissions of SO, from operations guidelines facilitation payments self-assessments of understand how our assessment looking at leadership capabilities and resources to also Conducted gap analysis Water Management
Calculated and made and implemented our understanding report only one finding approach developed ocean-going transport. determine as significant on own ships and suppliers. impact on human our compliance with and engaging our respond to human- of our tax practices Convention.
PROGRESS 2018 public scope 1,2 and 3 activities in our areas and to pilot potential against our Responsible  to be rolled out from Contributed to the IMO (greater than 10 m3). improved significantly Added high-risk rights will be affected our Global Employee employees on the incurred disasters in compared to the B Supported The Ocean
€0, emissions from our of commitment to solutions to food loss Ship Recycling leadership level, negotiating a carriage Rolled out a Spill on chartered ships. countries as criterion by transformations Relations in 180 diversity and inclusion addition to natural Team Principles. Cleanup Project in
activities. multiply the benefits occurring in production,  Standard. starting January 2019. ban as enforcement Prevention, Control and Began work to for engagement. in our surroundings entities worldwide. agenda. disasters. their first large-scale
Mapped the company’s  Of trade. handling and storage Launched the Ship To guide the process of  mechanism for 2020 Response Standard to consolidate existing Further integrated pre- 25 Wellasinourown Initiated improvement  Progress on our targets  Participated and deployment of cleaning
risks from the physical stages. Recycling Transparency change, a new corporate  global cap on sulphur all terminals and inland anti-corruption qualifier questionnaire company. actions based on the on representation contributed to the device for collecting
impacts of climate Initiative. salEtipctionivas dioxide contentinfuel.  service locations. programmes into for trucking. Engaged in dialogue assessments. of women on the Logistics Emergency ocean plastics.
change. Mobile Health unit established in late 2018, ) 2tionally prepared one common Piloted an assessment  With United Nations Rolled out acompany-  Board of Directors Team's response Established
operational in Alang, toformulate the overall 5 o pliance with the A.P. Moller - Maersk approach for terminals,  human rights special wide mandatory and representation to emergencies in partnerships with the
receiving nearly 10,000  Safety strategy and to global cap. programme Conducted f d rapporteurs on the e-learning module of women and target Indonesia and Yemen. scientific community on
people from the wider  'acilitate best practice Continued membership trl;?nil;:c gn 1§EEZ$ subject of human rights  on Global Employee nationalities can be Continued to map ocean health.
Alang area since May SENTG N of the Maritime Anti- relatioﬁs and ship recycling. Relations. found on page 35. freight and logistics Joined and launched
20178. Seven fatalities. Corruption Network. Published our third Continued specialised options to secure the UN Global Compact
Total LTIf at 1.29. Four cases related annual statement training for employees the Global Logistics Sustainable Ocean
to corruption were under the UK Modern who deal with manning Cluster’s preparedness Business Action
reported through the Slavery Act. agencies. in risk-prone areas. Platform, a three-year
whistleblower hotline. project.
Three cases have been Our whistleblower system received 31 cases related
investigated and closed to potential infringements of our principles on
as unsubstantiated. Global Employee Relations. Beyond this, the
One case s still under system did not receive cases related to potential
investigation. adverse impacts on human rights.
Net-zero CO, emissions Connect 50% of global Establish two global Continue to invest and New targets for safety Fully comply with Zero non-contained oil Comply with legislation ~ Ensure compliance with  Anchor human rights Ensure compliance with  Target for Participate, as part Ensure full compliance All vessels are
from own operations containerised trade to partnerships to address ~ work with selected will be developed in regulatory demands spills above 10 m*. on anti-corruption Third-Party Code of due diligence in the the A.P. Moller - Maersk representation of of the Logistics with tax regulations in compliant with
by 2050. digital solutions that loss points in the food yards in Alang. 2019, aligned with the and continue to invest practices, which Conduct. company's overall governance document women on the Board Emergency Team (LET), all countries where the IMO Ballast
TARGETS 2019 Efficiency target of reduce supply chain supply chain. Develop the wider new approach to focus in maintaining and ultimately translates Sharpen the focus governance system. on Global Employee of Directors. in cases of complex we operate. Water Management
Convention.

60% relative reduction
in CO, by 2030 (2008
baseline).

Develop approach

to managing risks
from physical climate
change.

barriers by 2025.

Have small and
medium-sized
customers account for
10% of our total revenue
and 30% of our revenue
from e-commerce
logistics by 2025.

Help partners build
capacity of 100,000
SMEs, including women-
operated businesses, to
engage in cross-border
trade by 2025.
Contribute to trade
facilitation reforms

in 30 developing
countries by 2025.

Develop a metrics
framework for food
loss contribution and
to guide the shared
value of our business-
related investments.

Alang area.

Drive the development
of the Ship Recycling
Transparency Initiative.

on building resilience,
capacity and controls.
This still entails

the ambition of no
colleagues losing
their life working for
A.P. Moller - Maersk
in 2019.

implementing solutions
that will enable this.
Actively engage at
international and
regional levels to secure
a level playing field
across the industry.

to zero bribery and
facilitation payments.

on risk management
through risk score
methodology.

Align supplier due
diligence processes
across segments in a
consistent manner.

Continue to close
identified gaps in
relation to standards
for employees in our
company and in the
supply chain.
Conduct further
analysis of human
rights risks related to
the digitisation of our
business.

Relations, which is
based on internationally
recognised labour
standards.

Targets for
representation of
women and non-
high income OECD
nationalities.

emergencies and in
large-scale natural
disasters.

Contribute in LET
preparedness activities
such as training and
knowledge sharing on
transport and logistics
capacity as well as
site access at selected
locations.

Continue to engage

in dialogue with
stakeholders on tax
matters.

Meet our commitment
to implement the

B Team Responsible Tax
Principles by 2020.

Continue collaboration
with the Ocean Cleanup
Project.

Support ocean science
research through

data collection and
partnerships.

* As stated in our 2017 sustainability report or as re-scoped during 2018.

A.P. Moller - Maersk
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Performance data

A.P. MOLLER - MAERSK CONTINUING OPERATIONS DISCONTINUED OPERATIONS

2018 2017 2018 2017 2018 2017

Social performance

Our employees

Number of employees (FTEs)

Women in leadership (% based on headcount) 25% 23% 25% 26% 10% 16% |
Gender-female/total(%baSEdDnheadcount) ......................................................... 27% .............................. 2600 ............................... 27% ............................ 28008% ........................... 1000

Targematlonalmesmleadersmp(%baSEdonheadcount) ..................................... 37% .............................. 3 1% ............................... 3 7%40% ............................. 12% .............................. 9 %

Targetnatmna“nes/tota[(%basedonheadcount) .................................................... 7000 .............................. 6 900 ............................... 71% ............................ 7 400 ............................. 23% ........................... 4000

Fata[,t,es(headcount) ................................................................................................................. 7 .................................... 7 ..................................... 7 .................................. 6 ................................... 0 ................................. 1

LOS t_t , me | njuryfreque n cy (based On exposure hou rs) ............................................... 1 29 ............................. 0 89 .............................. 132 ........................... 094 ............................ 067 .......................... 0 52 A

Environmental performance

Energy consumption

Fuewlmooownnes) .................................................................................................... 1 2017 ....................... 1036911970 ..................... 10296 ................................ 47 .............................. 73
Gasfue[saooomnnes) .......................................................................................................... 17 .............................. 369 .................................. 17 ............................... 17 ................................... 0 ............................ 3 52
Otherfue[sﬂooomnnes)118 .............................. 160 ............................... 118 ............................ 109 ................................... 0 .............................. 5 1
E[ectr|c|ty(1000MWh)732 .............................. 316 ............................... 725 ............................ 700 ................................... 7 ............................ 1 16
Energyconsumptlon(mtalTJ) ................................................................................. 4 98'209449’5784961185427428 ......................... 21024 ..................... 2 2’150
Greenhouse gas (GHG) emissions
(1,000 tonnes CO; eq)

GHGem,ss,0n539165 ....................... 35931 ........................ 39004 .................... 337871612194
D”—ectGHGem|ss|0ns(scope‘|GHGprotocol)38,826 ....................... 35579 ........................ 38667 ..................... 334421592137
IndlrectGHGemlssmns(scopeZGHGPrOtOCOU .......................................................... 339 .............................. 402 ............................... 337 ............................ 345 ................................... 2 .............................. 57
Other air emissions

soxu’ooomnnes) .................................................................................................................. 615 .............................. 531 ............................... 615 ............................ 530 ................................... 0 ................................. 1
Nox“ooomnnes) .................................................................................................................. 955 .............................. 326 ............................... 951 ............................ 818 ................................... 4 ................................. 8
Other resource consumption

N Wa Ste (1 0 OO to nnes) ............................................................................................................ 340 .............................. 272 ............................... 336 ............................ 254 ................................... 4 .............................. 1 8 |
Watemoooms) ................................................................................................................. 2256 .......................... 2971 ........................... 2 205 ........................ 2516 ................................ 50 ............................ 3 55 |
Spills (hydrocarbon)

I >10 m? (number of spills) 0 0 0 0 0 0
Economic performance

L
Revenue 39,019 30,945 39,019 30,945 n/a n/a
Proﬂt/loss before depreoat | On . Etc (EB| TDA) ......................................................... 3 806 .......................... 3 532 ........................... 3805 ........................ 3 532 ............................... n/a ............................. n/a |
Capex ....................................................................................................................................... 2'876 .......................... 3’599 ........................... 21875 ........................ 3’599 ............................... n/a ............................. n/a |
Taxfortheyear ....................................................................................................................... 645 .......................... 1191 ............................... 336219259972

Financial scope. Covered by the A.P. Moller - Maersk Generally Accepted Accounting Policies and controlling guideline.

W Operational scope. Covered by the Generally Accepted Accounting Policies.

W Described in the Generally Accepted Accounting Principles - data from other sources than the financial and operational scoped data. Since 2017 gender and nationality data is
reported by headcount, previously by FTE. See our Sustainability Accounting Principles at https://www.maersk.com/about/sustainability/reports

2017 data includes performance data for continuing operations and discontinued operations (Maersk Oil, Maersk Drilling and Maersk Supply Services). Maersk Oil is not part of sustainability reporting for 2018.
Maersk Drilling and Maersk Supply Service continue to be classified as discontinued operations and are included in this report with data presented on aggregate level.

A.P. Moller - Maersk
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COMMENTS ON 2018 PERFORMANCE DATA

Social performance

Our employees

The increase in target nationalities in leadership for A.P. Moller - Maersk is due to different entities that we are reporting on. The entities for 2018 have a steady number of
target nationalities and fewer non-target nationalities at this level, therefore the % of target nationalities has increased.

Further comments on our performance on diversity and inclusion, along with our targets and performance on representation of women on the Board of Directors and
representation of women and persons from countries that are not in the OECD high-income countries list, can be found on p. 35.

LTIf has increased mainly due to a positive change in safety maturity across our terminals where improvements in employee engagement have led to increased
transparency in the reporting of lost time injuries. There has also been an increase in the number of terminal facilities fully in scope for reporting on safety.
More details about our safety performance can be found on pages 28-29.

Environmental performance

Increase in energy consumption (total, TJ) is due to the increase in fuel oil consumption.

Greenhouse gas (GHG) emissions

Decrease in indirect GHG emissions is partly due to decrease in electricity consumption.

Other air emissions

NOy is produced from the reaction of nitrogen and oxygen gases in the air during combustion of fuels. Increase in NOyx emissions is due to increases in fuel oil consumption.

Other resource consumption

Decrease in water consumption for continuing operations is primarily due to improved reporting processes in two of our terminals.*

Spills (hydrocarbon)

No spills above the threshold of >10m?.

Economic performance

Financial data is taken from the audited Annual Report of A.P. Moller - Maersk. The annual accounts and independent auditors’ report can be found
at http://investor.maersk.com/

* Two of our terminals accounted for approximately 1/3 of the reduction in water consumption for continuing operations.

There is a decrease in all indicators for discontinued operations due to the sale of Maersk Oil.

Sustainability Report 2018
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Independent assurance report

To the Stakeholders of A.P. Moller - Marsk A/S

A. P. Moller - Miaersk A/S engaged us to provide limited assurance on the data
and information described below and set out in the Sustainability Report of
A.P. Moller - Marsk A/S for the year ended 31 December 2018.

Our conclusion

Based on the procedures we have performed and the evidence we have
obtained, nothing has come to our attention that causes us not to believe that
data and information in the A.P. Moller - Marsk A/S Sustainability Report for
the year ended 31 December 2018 are without any material misstatements and
have been prepared, in all material respects, in accordance with the accounting
policies as stated on https://www.maersk.com/about/sustainability/reports.

This conclusion is to be read in the context of what we say in the remainder of
our report.

What we are assuring
The scope of our work was limited to assurance over data and information in the
A.P.Moller - Maersk A/S Sustainability Report for the year ended 31 December 2018.

Professional standards applied and level of assurance

We performed a limited assurance engagement in accordance with International
Standard on Assurance Engagements 3000 (Revised) ‘Assurance Engagements
other than Audits and Reviews of Historical Financial Information’. A limited
assurance engagement is substantially less in scope than a reasonable assurance
engagement in relation to both the risk assessment procedures, including an
understanding of internal control, and the procedures performed in response

to the assessed risks; consequently, the level of assurance obtained in a limited
assurance engagement is substantially lower than the assurance that would
have been obtained had a reasonable assurance engagement been performed.

Our independence and quality control

We have complied with the Code of Ethics for Professional Accountants issued
by the International Ethics Standards Board for Accountants, which includes
independence and other ethical requirements founded on fundamental
principles of integrity, objectivity, professional competence and due care,
confidentiality and professional behaviour. The firm applies International
Standard on Quality Control 1 and accordingly maintains a comprehensive
system of quality control including documented policies and procedures
regarding compliance with ethical requirements, professional standards and
applicable legal and regulatory requirements. Our work was carried out by an
independent multidisciplinary team with experience in sustainability reporting
and assurance.

Copenhagen, 21 February 2019

PricewaterhouseCoopers
Statsautoriseret Revisionspartnerselskab
CVR no. 3377 1231

Mogens Nergaard Mogensen
State Authorised Public Accountant
mne21404

A.P. Moller - Maersk

Understanding reporting and measurement methodologies

Data and information need to be read and understood together with the
accounting principles https://www.maersk.com/about/sustainability/reports, which
Management are solely responsible for selecting and applying. The absence of a
significant body of established practice on which to draw to evaluate and measure
non-financial information allows for different, but acceptable, measurement
techniques and can affect comparability between entities and over time.

Work performed

We are required to plan and perform our work in order to consider the risk of

material misstatement of the data and information. In doing so and based on

our professional judgement, we:

- Conducted interviews with management at corporate and Brand level
responsible for the sustainability strategy, management and reporting;
Performed an assessment of materiality and the selection of topics for the
2018 A.P. Meller - Marsk A/S Sustainability Report and comparison to the
results of a media search;

Read and evaluated reporting guidelines and internal control procedures

at corporate level and in two major Brands regarding the data to be
consolidated in the 2018 Sustainability Report;

Conducted analytical review of the data and trend explanations submitted
by all Brands and Business Units to A.P. Moller - Maersk Accounting &
Controlling for consolidation;

Evaluated internal and external documentation to determine whether
information in the 2018 Sustainability Report is supported by sufficient evidence.

Management's responsibilities

Management of A.P. Meller - Marsk A/S is responsible for:

+ Designing, implementing and maintaining internal control over information
relevant to the preparation of data and information in the Sustainability Report
that are free from material misstatement, whether due to fraud or error;
Establishing objective accounting principles for preparing data and information;
Measuring and reporting data and information in the Sustainability Report
based on the accounting principles; and
The content of 2018 A.P. Meller - Marsk A/S Sustainability Report.

Our responsibility

We are responsible for:

+ Planning and performing the engagement to obtain limited assurance about
whether data and information in the 2018 A.P. Meller - Maersk A/S Sustainability
Report are free from material misstatement, whether due to fraud or error;
Forming an independent conclusion, based on the procedures we have
performed and the evidence we have obtained; and
Reporting our conclusion to the Stakeholders of A.P. Moller - Marsk A/S.

Gert Fisker Tomczyk
State Authorised Public Accountant
mne9777
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suggestions you might have to this report and
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Denmark
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EXTERNAL REPORTING FOR A.P. MOLLER - MAERSK

A.P. Moller - Maersk has tailored the external
financial reporting towards the needs of
our different stakeholders with two annual
publications.
The Annual Report focuses on
the detailed legally required
information, whereas the Annual
Magazine focuses on providing
an overview of key developments during the
year. The publications can be read individually
or combined depending on our stakeholders'
interests.
The Annual Report is available electronically
in English at investor.maersk.com.
A.P. Moller - Maersk also
produces Interim Reports for
each of the first three quarters
of the financial year, and a
summary report for Q4 is included in the
Annual Report.

Presentations tailor-made

for investors and the

financial markets are also

uploaded every quarter at
maersk.com.

A.P. Moller - Maersk also hosts a Capital
Markets Day on a regular basis.

The Interim Reports, presentations and
webcasts can be found on our Investor Relations
website investor.maersk.com.

The Board of Directors of A.P. Meller - Mzrsk
A/S continues to consider the “Recommendations
for Good Corporate Governance” put forward by
NASDAQ OMX Copenhagen.

Further annual good corporate governance
information is available in the statutory annual
corporate governance statement; cf. section
107, item b, of the Danish Financial Statements
Act covering the financial period 1 January to
31 December.

An independently assured

Sustainability Report is published

by A.P. Moller - Maersk and covers

all its material sustainability

issues. The Sustainability website

https://www.maersk.com/about/
sustainability provides additional information
on the UN Global Compact requirements and
describes how A.P. Moller - Maersk fulfils these
(Maersk COP), as well as A.P. Moller - Maersk’s
accounting principles regarding sustainability.

The Annual Report and the Annual Magazine

contain forward-looking statements on
expectations regarding the achievements and
performance of A.P. Moller - Maersk. Such
statements are subject to risks and uncertainties,
as various factors, many of which are beyond the
control of A.P. Moller - Maersk, may cause actual
results and development to differ materially
from the expectations contained therein.

NEWS

Maersk.com
Maersk.com/yearinreview

Linkedin.com/company/479080/

https://www.maersk.com/press

Investor.maersk.com

Twitter.com/Maersk

Facebook.com/Maersk

Youtube.com/Maersk
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About this report

This report constitutes
Danske Bank Group’s
Communication on Progress
to the UN Global Compact
and covers the financial
year 1 January 2018 to

31 December 2018.

With this document, we fulfil
the requirements regarding
the management’s report of
section 135a and b of the
Danish Executive Order on
Financial Reports for Credit
Institutions and Investment
Companies, etc.

The report covers the activities in Dan-
ske Bank Group. In order to provide a
balanced overview of corporate respon-
sibility matters related to our business,
we assess and report on material
issues, see p. 15.

To ensure data consistency, definitions
and descriptions of data are provided in
our business procedures, and internal
control procedures have been estab-
lished to ensure that data is reported
according to the definitions outlined in
our Corporate Responsibility Reporting
Principles, see p. 38. Danske Bank

has engaged Deloitte to verify selected
performance data according to the ISAE
3000 assurance standard, as outlined
in the independent assurance report,
see p. 37.

Danske Bank Group’s annual reporting
suite for 2018 includes the Annual
Report 2018, Risk Management 2018
and this report. In addition to present-
ing detailed and segmented data on
corporate responsibility issues in our
Corporate Responsibility Fact Book
2018, we also issue a Statement on
Modern Slavery Act 2018 and a State-
ment on Carbon Neutrality 2018, all of
which are available at danskebank.com/
societal-impact.

We always value feedback and strive to
improve our reporting, so we welcome
any comments or suggestions you may
have regarding this report or our perfor-
mance. Please contact Jeanette Fangel
Legstrup, Head of Societal Impact and
Sustainability, at jlg@danskebank.dk.

danskebank.com/societal-impact
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Dear reader,

In many ways, 2018 has been a year
of challenges and change for Danske
Bank.

The overriding issue has been the
suspicious transactions at our Estonian
branch from 2007 to 2015 and the
major deficiencies that allowed these
to take place. As the largest financial
services provider in Denmark and one
of the largest financial institutions in
the Nordic region, we have a particular
responsibility to conduct our business in
a sustainable and transparent manner.
The Estonia case clearly shows that we
have failed to live up to this responsibi-

lity.

It is disappointing and unacceptable,
and we continue to offer our apologies.

The case has led to intense self-scrutiny
and justified public scorn. Today, we

are in a different place than when the
events in Estonia took place. Several
anti-money laundering measures have
been implemented over the past years,
and we have decided to make substan-
tial investments in 2019 to further
accelerate our ability to prevent financial
crime and terrorist financing. \We cannot
guarantee that suspicious transacti-
ons will not take place, but to prevent
something similar from ever happening
again, nourishing a strong compliance
culture, improving our systems to fight
financial crime and working closely with
the authorities and others will remain of
the highest priority for us.

We know we have a huge task ahead
of us to regain our stakeholders’ trust,
and taking our corporate responsibility
efforts to the next level is an important
part of this journey.

Strenghtening our societal impact

In May 2018, we launched our Nordic
Integrator corporate strategy to help
bring Danske Bank closer to our cust-
omers, colleagues and society. Key
elements of the strategy centre upon
ensuring sustainable core business
processes as well as making a positive
difference in the societies we are part of.
We refer to this as our societal impact
and have developed a separate Societal
Impact and Sustainability Strategy to
guide the way forward towards 2025.

Corporate Responsibility 2018

This strategy builds on the achieve-
ments of our Corporate Responsibility
Strategy 2015-18, which is summari-
sed in this report along with our 2018
performance.

The strategy draws upon the UN'’s
2030 Agenda for Sustainable Develop-
ment and the 17 Sustainable Develop-
ment Goals, and we continue to support
and align the way we conduct business
with the 10 principles of the UN Global
Compact. Our goals for 2025 are to
help people and businesses become
financially confident and secure in a digi-
tal age, help social entrepreneurs grow
their positive impact on society, and
help society transition to a net-zero car-
bon economy through green financing.

A first initiative was the launch of a new
Nordic digital hub named +impact to
help purpose-driven start-ups increa-
se their impact on society. Another
2018 example is our support for the
recommendations of the Task Force on
Climate-related Financial Disclosures
(TCFD). This cements our commitment
to integrate climate considerations into
our governance setup, strategies, risk
management framework, metrics and
external reporting.

Transparency and engagement with
stakeholders is important to us, and we
invite you to engage in dialogue with us
on our role and responsibilities in the
transition towards a sustainable

future.

Jesper Nielsen
Interim Chief Executive
Officer of Danske Bank



The Estonia case

The Estonia case has been a major
focus point for Danske Bank and all our
stakeholders in 2018.

The findings from the investigation of
the non-resident portfolio at the Esto-
nian branch, published in September,
showed that a series of major deficien-
cies in governance and control systems
in Danske Bank made it possible to use
Danske Bank’s branch in Estonia for
suspicious transactions.

The approximately 10,000 customers

in the non-resident portfolio carried out
transactions for around EUR 200 billion
in the period from 2007 to 2015, but
only a small part of these customers and
transactions were reported as suspi-
cious to the authorities at the time. The
investigation includes additional custom-
ers with non-resident characteristics. In
September, it was reported that most of
the customers investigated by that time
(6,200 customers, starting with the cus-
tomers hitting the most risk indicators)
should have been classified as suspi-
cious and reported to authorities.

It is clear that we have not lived up to
our own standards, our responsibility
and the expectations of our stakehold-
ers in this case. We did too little too late
both in terms of closing the portfolio
down and realising the seriousness and
scope of the problems. We failed to
grasp the magnitude of the case and to
adjust our response and communication
accordingly. This is disappointing and
unacceptable, and we offer our apolo-
gies to all of our stakeholders - not least
our customers, investors, employees,
regulators and society in general. We
acknowledge that we have a big task
ahead of us in regaining their trust. We
are working hard to get to the bottom of
the matter and to learn from it, so that
we can take all necessary steps to pre-
vent something similar from happening

again. In this process, we wish to be as
transparent as possible and we share all
relevant findings with the authorities on
an ongoing basis.

The case has led us to take a number of
actions:

Several members of management
as well as staff connected with

the case have left Danske Bank,
among these former CEO Thomas F.
Borgen. On the Board of Directors,
the Chairman of the Board and the
Chairman of the Audit Committee
were replaced in December. Another
two members will step down at the
upcoming Annual General Meeting.

As reported in September, eight
former employees of our Estonian
branch have been reported to the
police, and a further 42 employees
and agents have been reported to
the Estonian Financial Intelligence
Unit (FIU).

We have strengthened our anti-
money laundering (AML) measures
and financial crime compliance
efforts and continue to do so. We
have also increased the number of
people working to combat finan-
cial crime considerably. \We are
using this experience to learn and
to improve our efforts in financial
crime compliance in order to prevent
something similar from happening
at Danske Bank again.

On the basis of learnings from the
Estonia case and following a full
review at the end of the year of our
efforts and ambitions within AMIL,
we have decided to accelerate our
AML improvement efforts over the
next three years through earmarked
investments of up to DKK 2 billion.
The purpose is to improve both the

The Danish parliament’s Business, Growth
and Export Committee hearing into the
Danske Bank money laundering case

quality and the efficiency of our con-
trols and to integrate the processes
into the customer journey as part
of our ambition to offer the best
customer experience.

Our governance and control sys-
tems have also been improved.
Danske Bank’s new Chief Com-
pliance Officer is a member of the
Executive Board and reports directly
to the Board of Directors and day-
to-day to the CEO. Furthermore, on
top of basic and mandatory AML
training, our new AML Academy
provides specialised training in
detecting and combating financial
crime for relevant employees.

We have also taken several steps

to increase our financial strength.
We have increased our Pillar Il
requirement by DKK 10 billion and
have cancelled our share buy-back
programme, resulting in an addition-
al DKK 3.1 billion of CET1 capital.
Furthermore, we will not launch a
share buy-back programme in 20189.

The estimated gross income from
the non-resident portfolio in Estonia
in the period from 2007 to 2015 of
DKK 1.5 billion has been set aside
net of confiscation as a donation for
measures to combat financial crime.
The donation will be transferred to
an independent foundation, which
will be set up to support initiatives
aimed at combating international
financial crime, including money
laundering. The foundation will be
set up independently from Danske
Bank with an independent board.

It has been very important to us
to engage with our customers and
address any concerns and ques-
tions that they may have. At the
end of 2018, we had held around



150 town hall meetings at our
branches all across Denmark. We
also encourage our staff across the
organisation to use all customer-
facing opportunities to talk about the
issue and the measures we have
taken to prevent something similar
from happening again. Our customer
satisfaction scores have been ad-
versely impacted, especially among
Danish retail customers. \We remain
committed to regaining the trust of
our customers, but we acknowledge
that this will not happen overnight.

The investigation into the customers in
the terminated non-resident portfolio*

of the Estonian branch continues, and

we keep the authorities informed of all
progress on an ongoing basis.

The timing of the completion of the
investigations, the outcome and the
subsequent discussions with the au-
thorities are subject to uncertainty. It is
not yet possible to reliably estimate the
timing or amount of any potential settle-
ment or fines, which could be material.

Below is a short summary of the key
events related to the Estonia case in
2018 and 2019:

On 3 May, the Danish Financial Su-
pervisory Authority (FSA) published
its assessment of the role of Danske
Bank’s management and senior em-
ployees in relation to the Estonian
case. Danske Bank received eight
orders and eight reprimands from
the FSA and immediately launched
measures to comply with all require-
ments.

On 18 July, we announced that we
do not wish to benefit financially
from suspicious transactions in
Estonia in the period from 2007 to
2015. Consequently, we decided to
donate the estimated gross income
from the non-resident portfolio

in that period to an independent
foundation supporting initiatives to
combat international financial crime.

On 19 September, we published

the findings of the Estonia inves-
tigations. We also announced

the resignation of CEO Thomas F.
Borgen, and on 1 October, he was
relieved of his duties. Jesper Nielsen
was appointed Interim CEO as of the
same date.

On 4 October, it was announced
that we had received requests for
information from the US Depart-

ment of Justice (DoJ] in connection
with a criminal investigation relating
to our Estonian branch conducted
by the DoJ. We also remain under
investigation by the Danish FSA and
the Estonian FSA, as well as the
Danish State Prosecutor for Serious
Economic and International Crime
(S@IK] and the Estonian Office of the
Prosecutor General [the Estonian
FIU). We cooperate fully with all
authorities.

On 4 October, the Danish FSA
ordered us to reassess our solvency
need with a view to adding an abso-
lute minimum of DKK 10 billion to
our Pillar Il requirement. In addition
to increasing our Pillar Il require-
ment, we revised our CET1 capital
target from 14-15% to around 16%
and our total capital target from
above 19% to above 20%. At the
same time, the share buy-back pro-
gramme for 2018 was discontinued.

The Estonia case has also impacted
our ratings. Following the publication
of the findings of the investigations,
Moody's downgraded Danske
Bank’s issuer rating from Al to

A2 and changed the outlook to
negative, while Fitch and S&P both
maintained their issuer ratings of
Danske Bank but also changed the
outlook to negative.

On 2 November, we published the
results of the EU-wide stress test
conducted by the European Banking
Authority. In the adverse scenario,
Danske Bank had a CET1 capital
buffer of almost DKK 10 billion. The
test took into account the capital
need and assumed costs in relation
to the Estonia case, within the scope
of the Danish FSA decision of 4
October 2018.

On 19 and 21 November, Interim
CEO Jesper Nielsen participated in
AML hearings at the Danish and
European parliaments, respectively.
He answered questions from politi-
cians regarding the Estonia case
and our efforts to prevent something
similar from happening again.

On 28 November, S@IK presented
Danske Bank with a preliminary
charge.

On 7 December, an Extraordinary
General Meeting was held to elect
two new members to the Board
of Directors. These were Karsten
Dybvad and Jan Thorsgaard

* Terminated portfolio as defined in the report by Bruun & Hjejle as of 19 September.
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Nielsen. They replaced Ole Ander-
sen and Jern P. Jensen, who both
stepped down. Karsten Dybvad

is now Chairman of the Board of
Directors.

On 9 January 20189, an action

was filed in New York by an alleged
holder of Danske Bank's American
Depositary Receipts, representing
its ordinary shares, against Danske
Bank. The complaint seeks unspeci-
fied damages on behalf of a putative
class of purchasers of Danske
Bank’'s American Depositary
receipts between 9 January 2014
and 23 October 2018. Danske
Bank intends to defend itself against
the claims. The timing of completion
of the lawsuit and the outcome is
uncertain.

On 11 January, we announced that
we had received a letter from the
French Tribunal de Grande Instance
de Paris summoning Danske Bank
to an interview to discuss matters
relating to the ongoing investigation
into organised money laundering

of tax evasion proceeds. The letter
states that the judge envisages
placing Danske Bank under formal
investigation after having previous-
ly changed Danske Bank'’s status
in the case to that of an assisted
witness.

On 16 January, we issued USD

3 billion worth of new funding in
non-preferred senior format. The
transaction demonstrated that de-
spite the Estonia case, Danske Bank
retains good market access. \We
acknowledge, however, that current
spreads are significantly wider than
those applying to our NPS issuance
in June 2018 and that this is due
partly to the negative impact of the
Estonia case on our reputation.

As is clear from the above, the Estonia
case has had a substantial impact on
Danske Bank, and the case will prob-
ably continue to impact us in 2019.
However, we remain dedicated to learn-
ing from this case in order to prevent
anything like this from happening again.
Consequently, going forward we will
continue our efforts to get to the bottom
of the case and will keep the authorities
informed of all progress and findings.

More insights
Find more details about the Estonia case at
danskebank.com/investigations.



BUSINESS AND STRATEGY

Our business in brief

Danske Bank Group is a Nordic universal bank with bridges to the rest of the world. Since
our foundation in Denmark in 1871, we have been providing banking services for retail and
commercial customers, and today our home market has expanded to cover the entire

Nordic region.

In May 2018, we launched our corporate strategy, Nordic
Integrator, designed to bring Danske Bank employees closer to
our customers, their colleagues and the societies in which we
operate.

The Nordic Integrator Strategy builds on the Essence of
Danske Bank, which sets out our vision, strategic core,
customer promise and core values. The strategy serves as the
foundation for all our business activities across all units and
countries. We combine financial expertise with innovative

The Essence of Danske Bank

Vision
To be recognised as the most trusted financial partner

Strategic core

We are a modern bank for people and businesses across
the Nordics with deep financial competence and leading,
innovative solutions

Customer promise

We help customers be financially confident and achieve
their ambitions by making daily banking and important
financial decisions easy

products, solutions and services, and we engage with our
customers at our branches and through a wide range of self-
service and digital transaction solutions.

With our ambition to be a solid, balanced and predictable bank,
we are committed to delivering value to our key stakeholders
and to making a positive societal impact in the societies we are
part of. We can only create value if our key stakeholders trust

us to do so, and we earn this trust by working in an integrated
manner in alignment with our aspirations framework.

Core values
We deliver expertise - make knowledge relevant

We act with integrity - be responsible
We create value - make a difference
We progress through agility - embrace change and be responsive

\We believe in collaboration - engage, listen and act

Aspirations framework
Our customers are at the front
and centre in our overarching
aspiration of becoming No. 1 in
customer experience.

No. 1 in customer
experience

Trust and
strong position

More insights

More details of our financial performance, market positions and corporate
strategy can be found in our Annual Report 2018 and in our quarterly
financial fact books.

in society
2

Employee Shareholder
engagement value




A Nordic universal bank

With branches located across our core markets of
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Denmark, Norway, Sweden and Finland, as well as in

Northern Ireland, Estonia, Latvia and Lithuania, we ope-
rate to service our Nordic-affiliated personal, business —

and institutional customers. In addition, we also have .

offices in several other European countries, the US, ° °

China and Russia, as well as support functions in India.

Our offices outside the Nordic markets offer gateways

to the rest of world for Nordic customers and points of
entry to our region for international customers whose
activities are anchored in the Nordic countries.

16

countries

237

branches

3.3 million

Customers, end-2018*

20,683

full-time employees

DKK 1,769 billion

loans issued

DKK 1,575 billion

assets under management

DKK 44.4 billion

total income

DKK 19.7 billion

profit before tax

DKK 4.7 billion

tax on profit

9,8%

return on equity

* Customers in Banking DK, Banking
Nordic, Corporates & Institutions,
Wealth Management [Private Banking
customers only), and Northern Ireland.

rrrrrrrrrrrrrrrrrrrrrr

Banking DK serves retail and commercial customers in Denmark. The unit offers
personal customers advice tailored to their financial needs and is a leading
provider of daily banking, home financing, investment and retirement planning
solutions. For business customers, the unit provides targeted advice and
solutions based on the size and situation of the customers’ business.

1,700,000 3,341 DKK 7.3 billion

customers employees profit before tax

Banking Nordic serves retail and commercial customers in Sweden, Norway and
Finland, providing customer offerings similar to those of Banking DK. In addition,
the unit includes the Group’s global asset finance activities, such as lease
activities.

1,135,000 2,442 DKK 5.6 billion

customers employees profit before tax

Corporates & Institutions is the wholesale banking division of the Group, serving
the largest corporate and institutional customers. \We offer our expertise in debt
and equity raising, corporate finance advisory services, risk facilitation, daily
banking, trade finance and investment services.

1,815 1,858 DKK 4.3 billion

customers employees profit before tax

Wealth Management serves the Group’s entire customer base through a range
of products and services within wealth and asset management, investments,
pension savings and insurance. This unit consists of Danica Pension, Danske
Invest, Asset Management and Private Banking.

64,000 2,201 DKK 3.2 billion

customers employees profit before tax

Northern Ireland is one of the leading financial institutions in its market serving
personal and business customers through leading digital channels and a network
of branches and business centres.

437,000 1,322 DKK 0,7 billion

customers employees profit before tax

The current business unit structure was implemented during 2018. In addition
to these business units, Danske Bank Group offers mortgage financing through
Realkredit Danmark, real estate brokerage through home, and leasing through
Nordania Leasing.
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Taking st ck/of the
2015-18 strategy

2018 has been a year of strategic transition and was the final year of our four-year Corporate
Responsibility Strategy. A key strategic focus has been to build the foundation for integrating
corporate responsibility into our core business.

Since 2015, we have worked in accord-
ance with our Corporate Responsibility
Strategy. With its two strategic themes
and five focus areas, the strategy
aimed to integrate corporate respon-
sibility into our core business. The two
strategic themes, Fostering financial
confidence and Accessible finance for
everyone, every day, not only defined
our programme and initiatives for
building financial confidence in the next
generations, in start-ups and in growth
companies, but they also supported our
commitment to a responsible transition
to future financial services.

Integrating corporate responsibility

into our core business has been a key
element in building the foundations that
exist today. Our five focus areas have
been: contributing to society, fostering
responsible customer relationships, be-
ing a responsible employer, reducing our
environmental footprint, and ensuring
responsible supplier relationships.

Corporate responsibility is an ever-
changing field where new sustainability
issues continue to arise and mature.
As well as being able to adapt to new
developments, our Corporate Respon-
sibility Strategy also accommodated

an increased focus on specific areas,
as has been the case with the area of
combatting financial crime. Another key
objective of the strategy has been the
alignment of our strategic themes with
the UN Sustainable Development Goals
(SDGs), where we have focused on
quality education (SDG 4) and on decent
work and economic growth (SDG 8). A
status for our contribution towards the
SDGs can be found on p. 16 and 18.

Building on our achievements from the
strategy period, we are now ready to
move ahead and take our corporate
responsibility efforts to the next level.

Corporate Responsibility Strategy 2015-18

The Essence of Danske Bank

FOUNDATION
Our vision, strategic core, customer promise and core values
OUR ROLE o CeallSIE
financial stability and economic growth
STRATEGIC Fostering Accessible finance
THEMES financial confidence for everyone, every day
CORPORATE Responsible Responsible
1
RESPONSIBILITY Contributing customer Responsible Environmental suppph'er
IN CORE to society relationships employer footprint relationships
BUSINESS

Corporate responsibility governance, policies and reporting
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Key achievements

During the strategy period, we steadily increased our efforts to embed corporate responsibility in our core business processes, and
we launched programmes and initiatives within our strategic themes. Across the Group, we focussed on strengthening our shared
governance setup, policies and reporting. Below we highlight our areas of focus and key achievements 2015-18 - some of these
achievements can be attributed to our new Societal Impact and Sustainability Strategy, see p. 12.

Strategic themes Key achievements 2015-18

Fostering financial confidence
Building financial confidence in the
next generations as well as in growth
companies

Educational programmes, tools and free online universes for children,
teachers and parents

Pocket Money app for children

Digital hubs and accelerator programmes for Nordic start-ups and social
entrepreneurs

Accessible finance for everyone,
every day

Ensuring a responsible transition to
future financial services

Customised solutions for people with special requirements, including seniors
and the visually impaired

MobilePay partnership for Nordic banks

Digital solution for homeless people in partnership with the Hus Forbi
organisation

Core business area

Key achievements 2015-18

Contributing to society

Enhancing transparency, creating
long-term value and local community
engagement

Responsible customer relationships
Providing sustainable finance
solutions and strengthening our
compliance practices

Responsible employer

Fostering an inclusive and diverse
culture and providing a healthy and
safe working environment

Environmental footprint
Reducing our own carbon footprint

Responsible supplier relationships
Developing and implementing an
improved responsible sourcing
process

Tax policy to increase transparency and seek a proactive, open and cooperative
relationship with the tax authorities

Stakeholder engagement principles to guide our engagement with various
stakeholder groups

Public debates and knowledge sharing on responsible growth and

financial confidence

Partnership with ISOBRO on fundraising for charities via MobilePay

Employee volunteering in local communities

Significant strengthening of sustainable investment and lending strategies,
integrating environmental, social and governance (ESG) into core processes
Topic- and sector-specific position statements for investment, lending and
procurement

European Corporate Sustainable Bonds fund and impact investment funds on
climate and water

Disclosure on active ownership as well as CO, footprint of selected funds
Supported the recommendations of the Task Force on Climate-related Financial
Disclosures

Established centre of anti-money laundering ([AML) expertise to further enhance
AML service quality and efficiency across the Group

Annual mandatory Code of Conduct e-learning for employees

Data security platform, Keep it safe, for customers and employees

Extensive collaboration within and outside the financial sector on combatting
fraud

Human rights risk assessment in accordance with the UN Guiding Principles on
Business and Human Rights (UNGPs)

Diversity and inclusion initiatives, including focus on gender composition

Core values integration in peoples practices

Human rights guideline and statement on sexual harassment

100% renewable electricity supply and signatory of RE100
CO, offsets to uphold carbon neutrality
Danske Bank funds invested in green bonds

Supplier Code of Conduct aligned with UNGPs

Environmental requirements for selected products and services
Assessment of high-risk suppliers as part of responsible sourcing process
Audit programme for suppliers




BUSINESS AND STRATEGY

Our new Societal Impact and Sustainability Strategy is an integral part of our corporate
strategy and was launched in May 201 8. Towards 2025, we will accelerate the integration
of societal impact into our business model.

We want to improve our customers’
lives and make societies more prospe-
rous and to do so in a sustainable way.
Our new Societal Impact & Sustaina-
bility strategy is firmly embedded in
Danske Bank’s corporate strategy and
defines our 2025 ambition of driving
sustainable progress and positive
impact in the societies that we are part
of. We see the integration of societal im-
pact and sustainability into our business
model as part of our license to operate
and as a source of value creation.

The Societal Impact and Sustainability
Strategy outlines how we will further
embed corporate responsibility into our
core business. The strategy includes
four foundational factors that address
sustainable core business processes
and products and which are essential to

ensure that we live up to market expec-
tations and international principles. The
four factors are: accelerating our work
on sustainable finance, continuing to
run a sustainable operation, fostering

a sustainable workplace & culture and
partnering with local communities to
create value.

In addition, we will apply our skills and
expertise within three strategic themes
where we aim for a measurable impact
on sustainable development and can
contribute to the UN Sustainable Devel-
opment Goals (SDGs). The first theme is
Climate & environment, where we see

a significant impact potential by offering
green financing and encouraging cus-
tomers and portfolio companies to take
climate action, thereby contributing to
SDG 13. The second theme is Innova-

tion & entrepreneurship, where we can
generate significant societal impact by
helping entrepreneurs to drive employ-
ment and economic growth, thereby
contributing to SDG 8. The third theme
is Financial confidence & security,
where we can leverage our stronghold
in financial confidence, IT security and
fraud prevention to educate our custo-
mers, thereby contributing to SDG 4.

To enable us to accelerate the integrati-
on of societal impact into our business
model, we have during 2018 doubled
the number of full-time employees wor-
king with sustainability at both Group
and business unit level. A continuous
strengthening of our governance setup,
ongoing stakeholder dialouge and trans-
parent reporting will further support our
ambition to raise our standards.

Societal Impact and Sustainability Strategy 2025

AMBITION

The Essence of Danske Bank

\We want to drive sustainable progress and positive impact in the societies we are part of

Climate & environment Innovation & entrepreneurship Financial confidence & security

STRATEGIC THEMES

GOALS Helping society transition to a net- Helping 1,000 social Helping 5 million people and
FOR 2025 § . ) ) .
zero carbon economy through green entrepreneurs grow their positive businesses to become financially
financing impactin society confident and secure in a digital age
FOUNDATIONAL . . .
FACTORS Accelerate Run a sustainable Foster a sustainable Partner with

sustainable finance operation communities

workplace & culture




Strategy development and
2019 outlook

The Executive Board initiated the
strategy-development process in autumn
2017, and the strategy was signed off
by the Board of Directors in May 2018.
As well as customer surveys, workshops
with employees and managers, and
market analysis and benchmarking, this
process also included an in-depth analy-
sis of Danske Bank’s sustainable finance
positions and processes.

We are in the process of conducting a
comprehensive analysis of performance
indicators (KPIs) so that we can select
the right KPlIs for tracking our impact in
a reliable and measurable way. This is
part of our outlook for 2019.
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Continued commitment to international principles

In our past and new strategy, and in associated policies, we recognise the
importance of international commitments aimed at helping businesses to
operate responsibly. In our Societal Impact & Sustainability Policy (Octaber,
2018]), we state our support of the following:

+ 2030 Agenda and the UN Sustainable Development Goals
- The UN Global Compact
The OECD Guidelines for Multinational Enterprises
The UN Guiding Principles on Business and Human Rights
- The UN-supported Principles for Responsible Investment
The UN Environment Programme Finance Initiative
The Universal Declaration of Human Rights
+ The ILO Declaration of Fundamental Principles of Rights at \Work

Additional industry-specific international principles and conventions that guide
our lending, investment and procurement activities are detailed in our publicly
available position statements.

Strategic themes

2019 outlook

Climate & environment

Developing financial products and
services that support the transition to a
greener economy

Increase volume of green lending

Issue Danske Bank green bonds

Continued facilitation of customers’ green bond issuance

Further implement the Task Force on Climate-related Financial Disclosures (TCFD)
recommendations

Innovation & entrepreneurship
Developing tools and services to enable
entrepreneurs to succeed

Further develop +impact hub with tailor-made tools and support for social
entrepreneurs

Continue to develop +impact Accelerator programme for social entrepreneurs
Further develop The Hub from start-up job board to talent management platform

Financial confidence & security
Providing knowledge, education, prod-
ucts and services to help customers be-
come financially and digitally confident

Develop financial confidence tools for children and parents
Launch primary school programmes and activities
Implement new tools and activities to increase data security and prevent fraud

Foundational factors in core business

2019 outlook

Sustainable finance

Integrating ESG factors into our
investment and lending decisions
to decrease risk and leverage
opportunities

Continued environmental, social and governance (ESG) education and training
programmes for portfolio managers

Strengthen our ESG integration through an improved ESG data platform and tools
Implement IT-supported ESG processes and training of frontline and credit staff

Sustainable operation

Incorporating ESG considerations into
operational business practices includ-
ing compliance, sourcing, customer
advice, products, tax, lobbying, accessi-
bility and IT security

Maintain and continue to improve high standards for anti-money laundering,
counter-terrorist financing and financial sanctions

Publish new policy on anti-corruption

Strengthen partnerships on data security and fraud with national and international
law enforcement agencies and industry networks

Integrate ESG considerations in product approval process

Further strengthen ESG screening of suppliers

Sustainable workplace & culture
Providing a good physical, structural
and cultural working environment for
our employees and limiting our CO,
footprint

Increased focus on initiatives related to mental health

Continue focus on hiring a diverse workforce, equal pay and increasing the
share of female leaders

Strengthen compliance awareness among all employees

Continue to optimise energy consumption in building portfolio

Partner with communities
Ensuring presence and positive impact
in national and local communities

Launch employee volunteer programme Time to Give
Strengthen local community engagement and stakeholder dialogue
Activate local sponsorship strategy




BUSINESS AND STRATEGY

A strond focus on compliance
and sustainability governance

Financial services are based on trust and there should be no doubt that complying with the

law and adhering to international principles for responsible business conduct is fundamental
to Danske Bank. Strengthening our compliance culture and our governance setup is - and will
always be - an ongoing priority for us.

Our compliance culture is supported by
our core values, policies, procedures
and training. The Code of Conduct
Policy, to which all staff must adhere,
provides employees with guidance on
the subject of prudent behaviour. We
ensure that awareness of the code
remains high at all times, which is sup-
ported by a mandatory annual e-learning
course for all employees.

In 2018 we introduced an Escalation
Policy to set the requirements for
appropriate and timely internal reporting
of potentially problematic cases across
Danske Bank Group. This policy ensures
that such cases are reported to the
Executive Board and reported onwards
to the Board of Directors.

The anchoring of Group Compliance

has been further strengthened with the
introduction of direct reporting lines to
the CEQO, and as of November 2018 the
Chief Compliance Officer is a permanent
member of the Executive Board. This will
reinforce the collaboration with the busi-
ness and will integrate compliance even
further into how we do business. In addi-
tion to ensuring that all applicable laws,

market standards and internal rules are
complied with across the Group, Danske
Bank’s Group Compliance function

also provides advice on how to mitigate
against compliance risks.

Improved whistleblower system and
mandatory training

A healthy feedback culture should be

a mainstay of Danske Bank. However,
when feedback and knowledge sharing
with colleagues and superiors are not
enough, whistleblowing plays a vital role.
Employees can report their concerns
anonymously if they become aware of
incidents of non-compliance or wrong-
doing, such as money laundering, fraud,
sexual harassment or other failure to
comply with applicable regulation, laws
or internal standards.

Over the past few years, we have
strengthened our whistleblower system
by transferring the responsibility for
investigating submitted reports to Group
Compliance. We have improved our pro-
cesses for handling reports, and Group
Compliance’s correspondence with
supervisory authorities forms part of
reporting to the Board of Directors. We

ensure proper protection of employees
who report wrongdoings. The Group
does not tolerate any form of reprisals
against whistleblowers.

All employees are introduced to Danske
Bank’s whistleblower system as part

of their annual mandatory e-learning
training. In 2018, the number of
whistleblower reports continued to rise
in relation to past years. We believe that
this increase can be directly attributed
to our strong focus on training and on
raising awareness.

Sustainability governance

The Board of Directors receives an
update on our sustainability perfor-
mance on an annual basis. The Board
approved the new Societal Impact and
Sustainability Strategy and policy in May
2018 and October 2018 respectively.
The policy confirms our commitment to
responsible business practices in accor-
dance with internationally recognised
sustainability principles for environmen-
tal protection, human and labour rights,
business ethics and anti-corruption, see
p. 13.

Business Integrity Committee

Board of Directors

Executive Board

Business Integrity Committee

Sunjew-uoisipaq

Business units and Group functions
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Materiality assessment 2018
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Important

Importance to business
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Since 2014, our Business Integrity
Committee has developed and overseen
the implementation of our strategies
and policies related to sustainability. Our
Interim CEO, Jesper Nielsen, chairs the
Business Integrity Committee, which
consists of the Executive Board, the
CEO of Danica and the Head of Societal
Impact and Sustainability. The Board
convened five times in 2018 to discuss,
among other things, strategic KPls, sec-
tor exclusions as part of our sustainable
finance activities, as well as the annual
materiality assessment.

In addition to coordinating the imple-
mentation of decisions made by the
Business Integrity Committee, our Soci-
etal Impact and Sustainability function
also tracks progress on the strategy and
is responsible for our annual corporate
responsibility reporting.

Assessing material ESG topics

Our Societal Impact and Sustainability
Strategy and associated policies and
procedures address key sustainability
risks and impacts across our business.
To guide our reporting and help identify
issues that represent significant risks or
opportunities for our business and soci-

ety, we annually assess the materiality
of environmental, social and govern-
ance (ESG] related topics. This report
provides details of our performance and
mitigation of identified risks. The mate-
riality assessment is based on infor-
mation gathered from our most recent
customer and employee surveys, from
workshops with key internal stakehold-
ers, as well as from ESG rating agency
surveys, which we use as a proxy for
investor importance.

When we conducted the assessment
in October 2018, climate change
preparedness was introduced as a hew
topic. The assessment also showed
that topics such as AML and ESG in
investments and lending activities have
increased in perceived importance - for
us and for our stakeholders. Many of the
topics have a human-rights dimension,
and all topics in the matrix are reflected
in this report.

In 20189, we will develop our materiality
assessment by aligning the classifica-
tions further with our risk framework,
and we will engage with additional inter-
nal and external stakeholders to help us
better understand their expectations.

More insights

Further information on executive renumeration and how we govern our business and manage risks can
be found in our Corporate Governance Report 2018 and in our Risk Management Report 2018.

R

Relevant policies

Group policies of specific relevance
to our corporate responsibility
include:

-+ Anti-Money Laundering (AML]),
Counter-Terrorist Financing (CTF)
and Sanctions Policy

+ Code of Conduct Policy

- Compliance Policy

+ Conflict of Interest Policy

+ Credit Policy

- Diversity and Inclusion Policy

+ Escalation Policy

+ Remuneration Policy

- Security Policy

- Societal Impact & Sustainability
Policy

-+ Stakeholder Policy

+ Supplier Code of Conduct

- Sustainable Investment Policy

+ Tax Policy

+ Whistleblower Policy



Building financial confidence
in a cashless soclety

Children’'s understanding of the value of money has changed fundamentally with the digitalisation
of the financial infrastructure. This poses a societal challenge, and we consider it as part of
our role to help enhance the next generation’s financial confidence and ability to navigate in a

cashless society.

Since 2007, we have been focussing on
the core of financial literacy by bringing
financial teaching into schools and by
creating new platforms where children
can learn about finances. With the digi-

Digital pocket money

Parents can use our Pocket Money solu-
tion as a starting point for conversations
about money with their children. Pocket
Money consists of an app, a pocket money
card for children aged 8 to 14, and a fea-
ture in our Mobile Banking app for parents.
The solution, which has had 24,650 users
since its launch in 2017, is available in
Denmark, Norway, Sweden and Finland.
Our national websites also offer inspiration
and advice on pocket money.

SDG 4 is about ensuring inclusive and
equitable quality education and promoting
lifelong learning opportunities for all.

\We measure our contribution to SDG
4 by the number of children and young peo-
ple in our markets we have helped improve
their financial skills.

In 2018, more than 16,269 children
and young people participated in our
educational programmes - a figure that
exceeds our 2018 target of 12,500.

talisation of the financial infrastructure,
children are exposed to a world where
they engage with money not as cash or
coins, but as swipes and taps. Money
has become seamless and intangible,
and a Danske Bank survey from June
2018 confirms that 70% of Danish
parents believe digital money makes it
harder for children to grasp how much
money they spend.

We believe that developing financial
confidence will help children to develop
a sense of financial rights and wrongs to
guide them through a challenging world
of money. We will continue to develop
tools and educational programmes that
help both parents and teachers build
financial confidence and good financial
behaviour in the next generation. This
ambition is in line with our new strategic
theme Financial confidence & security
in our Societal Impact and Sustaina-

bility Strategy, and this work is part of

our strategic focus on UN Sustainable
Development Goal (SDG) 4 concerning
quality education.

Our on-line universes

In 2018, we closed some of our finan-
cial literacy online universes. The former
Control your money website will be
replaced by a free learning universe to
be launched in 2019. The new universe
will be an educational website that
teachers can use to teach pupils aged
10 to 15 about personal finances, the
sharing economy and digital security.
Our popular Moneyville game, which
since its launch in 2008 has had
approximately 8 million users, is being
updated. In Moneyville, children aged

5 to 9 can play their way to a better
understanding of how money is earned,
how to prioritise spending, and the
importance of saving.

Our educational programmes for schools

SMART Money in Denmark

Our programme where pupils aged 13 to 15 can receive a visit from a Danske Bank financial
adviser to discuss financial assets and pitfalls and learn how to protect themselves against

cybercrime.

Launch: 2015

Partners: Danish Association of Teachers of Mathematics
Outreach: 2,943 pupils participated in 2018

Money Week in Denmark

A programme where pupils aged 13 to 15 can attend a guest lecture at their school about
digital security, budgeting and personal finances given by a financial adviser from Danske Bank

or another Danish financial institution.
Launch: 2014

Partners:
Outreach:

SMART in Northern Ireland

Finance Denmark and the Danish Association of Teachers of Mathematics
327 classes and 7,728 pupils participated in 2018

Our programme delivered in the classroom by Danske Bank Youth Ambassadors. Post-primary
school pupils learn about budgeting and saving, credit and debit, buying and renting property,
and entrepreneurship. Primary school children are introduced to money through interactive

activities.
Launch: 2015
Outreach:

In 2018, 40 schools and 5,455 pupils participated
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Accessible finance for everyone

A cashless society with digitalised financial services increases the risk of excluding vulnerable
groups from making financial transactions. It is part of our responsibility to ensure that our

services are accessible and easy to use for all customer groups.

According to the European Commis-
sion’s 2018 digital index, the Nordic
countries are the best-performing
countries when it comes to digitisation.
This is a trend that is reflected in our
customers’ adoption of mobile and digi-
tal banking solutions as their main point
of contact with us. From 2015 to 2018,
we saw an increase in the number of
self-service eBanking transactions from
17.7 million to 50 million, and self-ser-
vice mobile and tablet banking trans-
actions rose from 10.8 million to 51
million. In the same period, the number
of ATM transactions decreased from
43 million to 32 million. However, some
customer groups are less comforta-

ble with digitalisation or have special
requirements, so we offer customised
solutions to accommodate the needs of
these customers.

Cash payment in Denmark - share of total expenditure 2009-2018
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The number of cash payments is in decline, and we are seeing significant decreases in both the amount of
cash withdrawn and the frequency of withdrawals. This is due to the increase in card payments and the use

of services such as MobilePay, which makes it easy to make person-to-person payments without using cash.
Today, cash payment represents only 8% of total expenditure in Denmark compared to 2009 where the share
was 15%. The most dramatic drop in cash payment is seen among young people under the age of 25, although
the use of cash by seniors has also decreased and is today in line with other age groups.

Our financial services for people with special requirements

Cash card

The Danske Bank cash card is aimed at
customers in Denmark who are unable
to visit branches or ATMs, have difficul-
ty remembering a PIN, or need some-
one to make payments on their behalf.
The card, which can be used at ATMs
and shops that accept Mastercard, has
an easy-to-memorise PIN, a maximum
balance of DKK 7,500 and no overdraft
facility.

Easy Banking

In Denmark, customers who do not

feel confident using digital banking can
use our Easy Banking solution, which

is a simplified version of our eBanking
solution. The system has only three
functions: account overview, bill pay-
ment and transfers - including transfers
to a cash card.

]

Ordinary mail and mail payment
Customers who have difficulties with
digital communication can choose cor-
respondence by post at no extra cost.
For a minor fee, these customers can
also send us their invoices and we will
take care of payment.

Cash deposits

Cash can be deposited at selected
ATMs in Denmark, Norway, Finland and
Northern Ireland. In 2018, we estab-
lished 31 new deposit ATMSs, bringing
the total to 327.

)

Step-by-step meetings

At Step-by-step meetings held at our
local branches, senior customers in
Denmark can acquire basic knowledge
about our digital services and can de-
velop the skills they need to use these
services.

]

MobilePay for the homeless

Homeless vendors of the Hus Forbi
magazine on the streets of Denmark
can receive payments via MobilePay
and have this money transferred to a
cash card that is not linked to a personal
bank account. In 2018, MobilePay was
used by 396 vendors.

T

Braille services

To help visually impaired customers,
many ATMs in Denmark, Sweden and
Northern Ireland have braille keyboards
and synthetic speech. In Denmark, we
also offer monthly account statements
in braille and home deliveries of cash
once a month.




Partnering up to support
impact start-ups

Helping companies scale their business lies at the core of our business. Using our experience
to enable purpose-driven start-ups increase their impact on society is a natural extension of

our ambition to support the UN Sustainable Development Goals.

Since 2015, we have been engaging
with partners in a collaborative effort

to help start-ups grow their businesses.
Experience from our digital platform,
The Hub, show that focusing on the
ecosystem for entrepreneurs is worth-
while, and in May 2018, we launched
a new Nordic digital hub named
+impact.

SDG 8 is about promoting sustained,
inclusive and sustainable economic growth,
full and productive employment and decent
work for all.

We measure our contribution to SDG 8 by
the number of jobs posted on The Hub and
the number of applications.

With 171,379 applications for 13,194
jobs posted, we exceeded our 2018 targets
of 80,000 applications for 9,000 jobs.

The +impact hub is the first step in a
wider initiative seeking to help pur-
pose-driven start-ups increase their
impact on society in line with our new
strategic theme Innovation & Entre-
preneurship in our Societal Impact and
Sustainability Strategy. The +impact hub
focuses on companies that address

one or more of the UN Sustainable

Development Goals (SDGs) and that
have the potential to scale and acceler-
ate sustainability - also from a business
perspective.

The Nordic impact start-up scene is
growing fast and many companies are
already making a difference. Our hope
is that the Nordic countries can be-
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Key challenges for
impact start-ups
Our experiences with
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Q growth companies.
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identified a number of
key challenges specific
to purpose-driven start-
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come a centre for entrepreneurs who
drive sustainable development, and
together with likeminded partners, we
can help facilitate that development.
Our work to support start-ups grow
their business and contribute to
sustainable development in the Nordic
countries and beyond is part of our stra-
tegic focus on SDG 8 on decent work
and economic growth.

+impact accelerator programme
Building on the +impact hub, we
launched a 10-week free-of-charge
accelerator pilot programme in October
2018 together with the Norwegian
company Katapult. Nine early-stage
Nordic start-ups whose products are
designed to help solve environmental

or social issues were handpicked for
the programme. All nine start-ups were
offered a temporary base at SingularityU
in Copenhagen, and through mentoring,
training and networking, the programme
helped them fine-tune their business
models and prepare them for the
stakeholders at the next stages of
growth. In 2019, we will evaluate the
pilot and decide how best to build

upon what we learned from the pro-
gramme.

Supporting female entrepreneurship
In 2018, we continued a number of
activities to support female entrepre-
neurship. Although the Nordic societies
are focusing on gender equality, we still
have a long way to go when it comes to
unleashing the hidden potential and to
providing the same opportunities to all.

In Sweden, we sponsored and co-organ-
ised the Femtech Hackathon in partner-
ship with Startup Weekend SingularityU
and Norrsken. A total of 50 women
participated and had the opportunity to
network, team up and create business
ideas.
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Our initiatives to help start-ups to scale

The Hub

Our free, digital community platform tailored to the needs of growth start-ups. As well as
receiving assistance with their recruitment of talent and connecting with investors, these
start-ups also gain access to best-practice tools such as employment contract and pitch deck.

Launch:
Partners:

Denmark in 2015, Norway, Sweden and Finland in 2016, and the UK in 2018
Rainmaking in Denmark, Nordic Impact in Norway, SingularityU in Sweden,

Maria O-1 in Finland and Catalyst Inch in UK

Outreach:

Danske Bank Growth

5,000+ start-ups, 12,000+ jobs, 120,000+ job applications since 2015

Our Centre of Excellence for start-ups and growth companies with advisers specialised in
understanding the start-ups and their business models and in guiding the young growth

companies on their journey.

Launch: September 2016
Partners:
Outreach:

+impact

Accountants, lawyers, co-working spaces and investors
50+ advisers across our business and market areas

Our free, cross-Nordic digital platform, where purpose-driven start-ups can share their chal-
lenges with and receive advice from expert volunteers from organisations such as Boston
Consulting Group, Implement, E&Y, PA Consulting, IBM and Danske Bank.

Launch: May 2018
Partners:
Outreach: 40+ Nordic start-ups in 2018

In Norway, about 1,000 women partici-
pated at two SHE FUTURE Conferences,
where the focus was on diversity, tech
and female potential. \We sponsored
and co-organised both conferences and
held a pitching contest, sourced through
The Hub, and awarded a Danske Bank
Sillicon Valley Prize.

In Denmark, we arranged and hosted a
similar conference, Unleash Female Po-
tential event, in partnership with DIF and
PwC. Here, the winner of the pitching
contest received a Danske China and
nHack prize that included a study trip to
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Strategic partnership with Rainmaking in Denmark

China. More than 100 women attended
the conference.

In collaboration with nHack, we also
gave presentations and moderated
investor panels in Shanghai where the
focus was on diversity, tech and female
potential.

Lastly, we hosted three informal Female
Founder breakfast events in Denmark,
at which women who have founded their
own companies shared their stories
with the 80 participants.

To articulate our focus, profile our
activities and receive feedback, we have
been active at a number of events for
start-ups across the Nordic countries
throughout 2018. These events
included: in Norway, KatapultFuture Fest,
SHE conference and Oslo Innovation
Week; in Denmark, TechBBQ, Tech
Festival and Global Entreprenuership
Week; in Sweden, SingularityUNordic
Summit; and in Finland, Slush and
GreenTechChallenge Day.



Creating long-term value

CORE BUSINESS: CONTRIBUTING TO SOCIETY

Dialogue with our key stakeholders to enhance transparency, long-term value creation
and local community engagement has been a main focus over the course of the strategy
period 2015-18. As a natural consequence of the Estonia case, we focused much of our
stakeholder dialogue in 2018 on explaining how this could happen and on communicating
what we are doing to combat financial crime.

Banks play an important role in society
as providers of the financial infrastruc-
ture, and they have a large impact on
society through the way capital is de-
ployed by lending money to private indi-

viduals and businesses and by investing

capital on behalf of customers.

\/alue creation

@)

Banking customers

DKK 1,609 billion (2015])

Loans issued to banking
customers in 2018.

Loans to Banking DK

customers represent 43% of all
loans, and loans to Banking Nordic
customers account for 29%.
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Asset management

DKK 714 billion (2015)

Assets under management consists
of our conventional life insurance
business, asset management and
assets under advice (the investment
decision is taken by the customer)
from personal and business
customers.

Danske Bank is Denmark’s largest
financial services provider, one of the
largest financial institutions in the
Nordic region and one of Denmark’s
systemically important financial institu-
tions. We fully recognise the responsi-

bilities this entails, and it is our ambition

(3]

Shareholders

DKK 10.5 billion (2015)

Distributed in 2018 to our

approx. 270,000 shareholders,
including share buy-backs totalling
DKK 7.8 billion. 51% of our
shareholders are based in Denmark,
12% in the UK, 15% in the rest of
Europe, 17% in the US and Canada
and 5% in the rest of the world.

Suppliers

DKK 8.8 billion (2015)

Payments for products and
services delivered by our
11,095 suppliers in 2018.

Most of our suppliers are in the
premises and facilities management,
IT, and professional services fields.

to support financial stability by being a
solid, balanced and predictable bank.

Overall, Danske Bank’s financial value
creation since 2015 has been quite
stable. The main variations have been
seen in asset management and share-
holder distribution, where there have
been some significant increases over
the period.

In 2017, we exceeded our target of
achieving at least 12.5% return on
shareholders’ equity (ROE) by 2018 at

e

Employees

DKK 13.9 billion (2015)

Salaries, bonuses and social
security costs paid in 2018 to our
20,683 full-time employees.

At the end of 2018, gender
representation among our
employees was split evenly with
50% women and 50% men.

TAX @

Tax authorities

DKK 4.6 billion (2015)

Tax on profit for 2018.



the latest. A new target based on rela-
tive performance has been introduced.
Our long-term ambition is to rank among
the top three of our major Nordic peers
in terms of ROE. In 2018, we reached a
ROE of 9,8%, and we are awaiting the
performance of our peers to evaluate
our 2018 ranking.

The decrease in ROE and net profit from
2017 was driven mainly by difficult con-
ditions on the financial markets, which
had a negative impact on trading as well
as fee income. The results also reflect
the donation of the estimated gross
income from the non-resident portfolio
in Estonia from 2007-2015 of DKK 1.5
billion.

CONTRIBUTING TO SOCIETY

Economic value in society is also creat-
ed through our payment of salaries and
social security costs to our employees,
as well as through procurement and tax
payments. According to a ranking list
presented by the Danish tax agency in
December 2018, Danske Bank was the
second largest payer of corporate tax
among all Danish companies in 2017.

Tax transparency

Tax compliance and the risk of tax fraud
and tax evasion are critical issues, and
our stance on these issues is clearly
stated in our Tax Policy.

Published in 2017, the policy sets out
our commitment to being transparent
and to seeking a proactive, open and

cooperative relationship with the tax
authorities. It also details our commit-
ment to disclosing our tax payments in
accordance with national and interna-
tional requirements and in line with good
practice among our peers. If it comes to
our attention that any of our customers
or business partners are engaging in tax
fraud or tax evasion, we will cooperate
with the relevant authorities in accord-
ance with applicable rules and regula-
tions.

To be able to identify risk indicators

of tax evasion, the main principles of
the policy and an understanding of the
global tax framework are included in our
mandatory employee training related to
anti-money laundering (AML).

Policy commitment

“We conduct our business in a responsible and transparent
manner and support financial stability by being solid, balanced

We engage with all our stakeholders through collaboration and
dialogue and we make our expertise available for the benefit

and predictable. \We are driven by an ambition to create

value for all our stakeholders and use our expertise to drive

sustainable progress and make a positive impact in the

of the societies we are part of. We engage employees in local
volunteering activities and events, and we are involved in
solving relevant societal challenges at a national level.”

societies we are a part of.

Societal Impact & Sustainability Policy, October 2018

Ambitions and strategy 2015-18

Create value for all our stakeholders

Contribute to financial stability

Contribute to economic growth

Transparent tax payments

Transparency, contributing to communities and stakeholder engagement

Key

actions 2018

Continued to contribute to economic growth and financial stability through our services and innovation of the financial
infrastructure

Trained all employees in identifying risk indicators of tax evasion as part of mandatory e-learning in AML

Held customer and investor meetings where we explained and discussed the conclusions of the Estonia investigations
Published a new study on Danes’ financial confidence, including a Nordic outlook

Launched set of guidelines for employee voluntary work to be rolled out in 2019

More insights
More details on our financial performance, tax payments and value distribution can be found in our Annual Report 2018.



CORE BUSINESS: CONTRIBUTING TO SOCIETY

Stakeholder dialogue

At Danske Bank, we welcome dialogue
with all our stakeholders - no mat-

ter what their views. In recent years,
we have increased our stakeholder
engagement, the general principles and
guidelines for which are outlined in our
publicly available Stakeholder Policy.

In 2018, the overriding issue has natu-
rally been the Estonia case. In addition
to having close talks and meetings
about the case with many personal
and business customers, we have also
been engaged in an ongoing dialogue
with various authorities, politicians and
other stakeholders. Our website has a
specific section where we publish the
most recent developments relating to
the investigations into Danske Bank’s
Estonian branch.

We have a huge task ahead of us in
restoring the trust of our customers and
society at large, and we will continue to
maintain an open dialogue with all of our
stakeholders in the months and years
to come. Below are some notable exam-
ples of how we engaged with stakehold-
ersin 2018.

Public hearings into the Estonia case
In November 2018, Danske Bank’s
Interim CEQ, Jesper Nielsen, attended
two public hearings about financial
crime and money laundering in the

Our engagement principles

+ We want to share our knowledge
and expertise with our stakehold-
ers
We act and operate with trans-
parency and integrity
\We want to create value for all
our stakeholders and to form
long-term partnerships of mutual
value
\We make ourselves available for
dialogue and respond to input
and feedback in a timely and
agile manner
\We believe in collaboration and
base our engagement on genuine
dialogue - we engage, listen and
act

Danish and European parliaments. At
the hearings, he answered questions
regarding suspicious transactions at our
Estonian branch. These hearings were
not part of any legal process.

We fully understand that politicians

in both Denmark and at EU level are
critical of Danske Bank in connection
with the Estonia case, and it is only
natural that the topic of money laun-
dering in general should attract their
attention. \We are determined to be as
open as possible and will continue make
ourselves available for questions and
dialogue concerning the case.

Dialogue with customers and
investors

After the publication of the results from
the Estonia investigation, we invited
retail, commercial and institutional cust-
omers to town hall meetings. At these
meetings, of which more than 150 were
held in our branches across Denmark,
we explained and discussed the conclu-
sions of the Estonia investigations and
answered questions about the case and
about the work we are doing to combat
money laundering. We will encourage
further intensive dialogue over the
coming months, and we will continue to
meet with customers in all our markets
to discuss the Estonia case as long as
the need exists.

As a consequence of the Estonian case,
interest from investors and sharehold-
ers on issues related to our governance
and anti-money laundering measures
has increased, leading to several
meetings and calls with our compliance
department and/or Executive Board
members. The extraordinary general
meeting held on 7 December 2018,
where a new chairman and a member
of the Board of Directors were elected,
was convened at the request of our
main shareholder A.P. Meller Holding
A/S.

Attending political festivals
As part of our common engagement
practices, we attended the annual

political festivals that take place across
the Nordic countries: Folkemedet in
Denmark, Almedalsveckan in Sweden,
Suomi Areena in Finland, and Aren-
dalsuka in Norway. Danske Bank hosted
events and engaged in debates with pol-
iticians, opinion makers and customers
on the topic of corporate responsibility.
Naturally, the Estonia case was high on
the agenda, especially in Denmark.

Seminars on growth and financing

In 2018, we continued to hold quar-
terly seminars to support and facilitate
important debates on growth and finan-
cing. To ensure a broad input of perspec-
tives, a wide range of stakeholders

were invited to attend these seminars,
including politicians, experts, interest
organisations and think tanks.

The first of these four seminars focused
on the issues that had attracted the
greatest interest at the 2017 semi-
nars, namely how to prevent promising
Danish growth companies from being
sold to foreign investors with the con-
sequence that jobs, innovation and tax
revenue disappear abroad. The second
seminar focused on the UN Sustainable
Development Goals and the challenges
facing impact start-ups; also addressed
here were the questions of how these
challenges can be solved and what role
the Nordic countries should play. The
third seminar addressed alternative
investment, and the fourth seminar
focused on sustainable finance, green
bonds and responsible investments.

Annual report on financial confidence
In order to put financial confidence on
the public agenda and share our knowl-
edge of how people actually feel about
their personal finances and financial
prospects, we publish a yearly report on
the financial confidence of citizens living
in Denmark. The 2018 report included

a survey on the financial confidence
across the Nordic countries and showed
that the Nordic citizens in general have
a high degree of financial confidence
due to factors such as high incomes and
low unemployment.

More insights

Visit danskebank.dk/tryghed to learn more about our study on financial confidence

among citizens resident in Denmark (in Danish).

Find more details about the Estonia case at danskebank.com/investigations.
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Employee volunteering and charity

For many years, we have encouraged
our employees to volunteer and share
their time and expertise for the benefit
of local communities. We partner with
a number of organisations to provide
volunteering opportunities in the coun-
tries where we operate.

Guidelines for employee volunteering
Building on our existing activities, we
have in 2018 developed new guide-
lines for employee volunteering. The
guidelines, which will be fully rolled out
in 2019, are aligned with the three stra-
tegic themes in our

new Societal Impact

and Sustainability

Strategy and include

a Group-wide Time

to Give programme

allowing all employees

to participate in volun-

teer activities for one

day per year paid by

the Group. Below, you

can read about some

of our local activities

from 2018.

Time to Give in
Northern Ireland

In 2018, 305 em-
ployees in Northern
Ireland volunteered
2,100 hours through
their local Danske
Time to Give pro-
gramme. The employ-
ees participated in community activities
through the organisations Action Mental
Health, Business in the Community,
Keep Northern Ireland Beautiful, Ulster
Wildlife, and Young Enterprise. Together
with our customers, we also raised over
£60,000 to fund Healthy Me, an Action
Mental Health programme for 8to 11
year olds.

Helping youngsters in Finland
manage finances

In Finland, 43 employees volunteered
for the Financial knowledge and skills
programme aimed at helping young
people who are not in employment,
education or training to manage their
personal finances. The programme is a
collaboration between the three largest
banks in Finland and the Finnish Minis-
try of Education and Culture.

Mentoring immigrants in Sweden
\We cooperate with the Swedish organi-

sation Mitt Livs Chans, which helps
individuals with a foreign background to
enter the Swedish labour market.
Danske Bank employees have volun-
teered as mentors for academics who
have recently arrived in the country.

Debt counselling in Denmark

In 2018, four financial advisers provided
debt counselling at debt counselling
centres established across the country.
These centres were established by
Finance Denmark in cooperation with
other organisations such as the Danish

A total of DKK 408,420 was donated in our annually recurring Christmas
Donation in Denmark, Finland, Norway Sweden and Northern Ireland. In
Denmark, the donation was given to Danske Hospitalsklovne.

YMCA's Social Work. The advisers offer
impartial, confidential and free advice to
enable citizens to manage their personal
finances and thereby improve their
quality of life.

Charity work in Norway

About 200 employees participated

in our Norwegian initiative, Danske
Charity, in which employees are given a
paid day off to do corporate volunteering
work at an NGO. The majority participat-
ed in activities at the Church Mission
and Blue Cross, which help people
harmed by alcohol and drugs, as well

as at the Sunnaas Foundation, which is
a hospital for spinal cord injury that we
also support financially.

Little Hearts Foundation in India

In collaboration with the NGO Need
Base India, we founded the Danske
Little Hearts Foundation in 2016 to sup-
port the rehabilitation and education of

underprivileged children and orphans in
India. The programme provides housing,
medical attention and special training
to cover any educational gaps, and the
children stay in the programme until
they complete their secondary educa-
tion. In 2018, 32 boys and 29 girls
were enrolled in the programme, and
51 employees spent a total of 237
hours teaching the children English,
Maths and Hindi.

Supporting students in Latvia

In Latvia, we support gifted and under-
privileged students by
granting university study
scholarships in collabora-
tion with the Vitols Fund.
In the academic year
2017/18, we supported
13 students, who each
received a monthly contri-
bution of EUR 150.

Vilnius Marathon
In 2018, we were
again the main sponsor
of the Danske Bank
Vilnius Marathon. The
event, which is the
largest sporting event in
Lithuania, attracts more
than 17,000 runners
from over 50 countries
and promotes a healthy
lifestyle for locals. Our
employees prepared
for the marathon in the
Endomondo challenge, tracking their
sports activity with the app. In total,
4 million calories were burned and
converted into 67,000 food portions,
which were donated to vulnerable social
groups through the Maisto Bankas
project.

Christmas donations

The Christmas Donation is an annually
recurring charity in Denmark, Finland,
Norway, Sweden and Northern Ireland.
In 2018, DKK 408,420 was donated to
the Danske Hospitalsklovne, the Finnish
Hyva Joulumieli campaign, the Norwe-
gian Blue Cross Barnas Stasjon, the
Swedish Musikhjalpen Sveriges radio,
and the Air Ambulance, Almost Home
Animal Rescue and the Children’s
Hospice in Northern Ireland. In addition,
the Danske Bank Fund made 26 dona-
tions totalling DKK 1,289,000 million.
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Building long-term relationships with our customers is fundamental for us. Since 2015 we have
been working to provide sustainable finance solutions and strengthen our compliance practices.
In 2018, we continued to develop our defences against financial crime and fraud to safeguard

our customers and Danske Bank.

Delivering a good customer experience
and providing sound solutions to our
more than three million customers has
never been more important. Negative
sentiments aroused by the Estonia
case have resulted in some custom-

ers choosing to leave Danske Bank,
particularly in Denmark. This is a matter
that we take very seriously, and we have
engaged with our customers about the
circumstances and will continue to do
so, see p. 22.

Customer satisfaction

The Estonia case has had a negative ef-
fect on our image, which also affects our
customer satisfaction. In the second half
of 2018, we saw a decline in customer

Conduct standards

Our Code of Conduct Policy
communicates the behaviour and
conduct expected by our emplo-
vees in their daily activities and we
have a mandatory annual e-learning
Code of Conduct course covering
the following areas:

Conduct in customer interactions
Customer complaints
Personal conduct

+ Anti-money laundering,
counter-terrorist financing and
financial sanctions

+ Anti-corruption and bribery
Gifts and hospitality
Handling conflicts of interest
Inheritance from customers
Data protection and confiden-
tiality
Insider information and market
manipulation
Whistleblowing
Remuneration
Human rights

satisfaction for personal and business
customers especially in Denmark, but
also in Norway and Sweden. For Private
Wealth Management, we have seen

a drop in satisfaction across markets,
and in our business unit Corporates &
Institutions (C&lI] the satisfaction results
have been mixed. C&l still ranks number
one in customer satisfaction across the
Nordic region, while perception of the
Danske Bank brand has declined across
all markets among corporate clients.

We recognise the impact the Estonia
case has had on customer loyalty and
satisfaction, and we acknowledge that
there is no quick fix to the situation. Our
customer satisfaction target of being
ranked among the top two in all our core
markets will remain one of our param-
eters for measuring progress over the
coming years. Delivering the best cus-
tomer experience at all points of contact
will continue to be a key priority for us.

Know your customer

Central to our customer relationships
and our anti-money laundering efforts
are the regulatory Know Your Custom-
er (KYC) measures. In practice, KYC
means that our customers must verify
their identity and that we may have to
ask them to answer detailed questions
about certain transactions. This is to
ensure that we know who they are and
how they expect to use our products
and services. In 2018, we initiated a
common Nordic KYC utility with other
Nordic banks to establish best practice,
see p. 26. We will ensure continuous fo-
cus on our risk and compliance culture
to embed it deeper into our way of doing
business.

Customer advising

To ensure that our customer advisers
act in the best interests of our custom-
ers and offer the most suitable products

and advice, our customer advisers do
not have sales-related targets. Commu-
nications, regardless of the channel and
the customer, should be open, truthful
and unambiguous. If customers are not
satisfied with our services, they can
use our customer complaints functions
and we use the feedback to improve the
customer experience.

Anti-corruption and bribery

\We express our zero-tolerance stance
on corruption and bribery in our Code
of Conduct Policy. In practice we are
working to mitigate the risk of bribery
and corruption through our compliance
infrastructure, which includes controls,
centralisation of processes, training and
escalation procedures.

\We operate according to three princi-
ples: not to accept or salicit bribes in any
form; not to make or accept facilitation
payments; and not to give or receive
gifts above a token value, except for gifts
given or received in specific situations.
We keep a register of gifts and hospi-
tality, and the principles are described

in more detail in directives. To avoid
conflicts of interest or accusations

of bribery and corruption, employees
should consult their manager or Group
Compliance if they are in doubt. Group
Compliance also operates as a sound-
ing board for employees if employees
have any question relating to gifts and
hospitality.

In 2018, we initiated work on develop-
ing criteria for sponsorship agreements.
These will be implemented in 2019,
when we also will publish a new sepa-
rate policy on anti-corruption.

Data protection

The EU General Data Protection Regu-
lation (GDPR] requirements entered
into force in May 2018, and we made



substantial investments to prepare

the Group and our IT systems for the
introduction. We appreciate that many
of the processes and solutions launched
to protect data and individual privacy are
still new to our employees and cus-

E&\ RESPONSIBLE CUSTOMER RELATIONSHIPS

tomers, and we will continue to assist
a smooth implementation of the data
protection principles.
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an example, we created a new area in
our Mobile Bank app called MyProfile
giving customers easy access to their
own data.

Transparency should be at the core of
a good GDPR customer experience. As

Policy commitment

“We act with integrity to ensure the trust of our customers
by ensuring compliance across all business activities, by
preventing financial crime and by eliminating all forms

of corruption. We build long-term responsible customer
relationships by providing responsible and sustainable advice
across customer segments and through easy and secure
access to financial products and services. \We ensure that
customer data is kept safe and secure with respect to data
privacy.”

“When our customers entrust us with their assets and
savings, it is our duty to serve their interests by providing
investment solutions with the goal of delivering competitive

and long-term performance. We integrate ESG matters into
the investment process as factors alongside financial factors,
and we are active owners who influence companies directly
through dialogue, voting and collaboration with peers.”

“We ensure that loans and credit facilities are granted on the
basis of a professional credit assessment, which includes
ensuring that our customers understand the implications of
taking out loans. We do not conduct business with customers
whom we believe disregard or deliberately violate UN-based
principles on environmental protection, human rights, labour
rights and anti-corruption.”

Societal Impact & Sustainability Policy, October 2018

Ambitions and strategy 2015-18
Provide responsible customer advice

Prevent financial exclusion by offering access to financial products and services

Improve the customer experience
Offer responsible investment opportunities for customers

Integrate responsible lending principles into credit practices

Build customer trust through reliable IT security

Customer satisfaction target
Ranked among the top two in all
our core markets

Performance 2018
Banking DK:

Banking Nordic:

Personal customers: Below target
Business customers: Below target

Personal customers:
On target in 2 of 3 countries
Corporate business:
On target in 2 of 3 countries

Corporate & Institutions:
Number 1 overall in the Nordics.
On target in 3 of 4 countries
Wealth Management:
Private Wealth Management:
Below target in all countries
Asset Management:
Number 1 overall in the Nordics.
On target in 2 out of 4 countries

Key actions 2018

Approved a new sustainable investment strategy that promotes the integration of environmental, social and governance (ESG)

into our investment process

Updated our sustainable lending strategy that further integrates ESG into our KYC and lending processes
New position statement on Human Rights and exclusions on coal, tar sands and certain forms of nuclear weapons

Launched impact investment funds on climate and water

Supported the recommendations of the Task Force on Climate-related Financial Disclosures

Strengthened governance for our whistleblower system, including launch of a new Escalation Policy
Continued consolidation of anti-money laundering services into one centre of expertise, including new IT systems and

automation

Initiated common Nordic KYC utility together with other Nordic banks
Dedicated additional resources to the collaboration within and outside the financial sector to combat fraud, including the Nordic

Financial CERT

Substantial investment to ensure that our organisation and IT systems are GDPR compliant

More insights

More information on our customer satisfaction target and performance can be found in our Annual Report 2018.



CORE BUSINESS: RESPONSIBLE CUSTOMER RELATIONSHIPS

Fighting financial crime

ANIL 2018 figures
* Resources: More than 1,200

full-time employees worked on
combating financial crime, includ-
ing 1,000 AML professionals in
AML CSD.

Training: Every employee under-
went mandatory AML training

- 63 different AML training cur-
riculums were offered and total

of 46,000 hours were invested

in training by employees across
the Group.

Customer screening: About 15
million customers (Danske Bank
Group, including Danica Pension
and MobilePay) were screened
weekly against Politically
Exposed Persons (PEPs) and
sanctions lists.

Transaction screening: All Dan-
ske Bank Group’s cross-border
transactions, and some domestic
transactions including Finnish,
Estonian, Latvian and Lithuanian
transactions, were screened in
real time against sanctions lists.

Warnings: Around 1,35 million
sanction warnings together with
around 240,000 matches on
politically exposed persons were
reviewed manually.

Rejections: Around 1,050 trans-
actions were rejected due to
possible international sanctions
breaches.

Reports: Around 10,000 reports
were sent to the authorities
regarding suspicious matters.

Money laundering and other financial
crime have major adverse implications
for societies across the world. Being a
member of the global financial commu-
nity, Danske Bank conducts business in
several jurisdictions around the world,
and regardless of jurisdiction, we are
committed to developing and main-
taining high standards with regard to
anti-money laundering (AML), coun-
ter-terrorist financing (CTF) and financial
sanctions.

Towards the end of 2018, we initiated

a comprehensive review of our AML
programme in order to see what could
be done to further improve our AML
performance. In addition to uncovering
opportunities to strengthen internal
governance and organisational per-
formance, the programme review also
supported the acceleration of our IT
deliveries. Embedding this programme
will be an ongoing process throughout
the coming year. In many areas, we can
still improve our ability and step up our
efforts, and we will never be in a position
where there is nothing more that can be
done.

In 2018, a new head of Group Com-
pliance joined the Executive Board,

and risk management and compliance
became an integral part of performance
agreements for all members of the Exec-
utive Board and senior managers.

Centre of AML expertise

In order to achieve better AML service
quality and efficiency across the Group,
the global AML Customer Service Deliv-
ery (AML CSD) unit continued its work
of consolidating AML services into one
centre of expertise throughout 2018.

In parallel, a competency development
and training framework has been built to
support both the intake of new activities
and the on-boarding of new employees.
Today, the AML CSD executes the
majority of AML-related activities across
Banking DK, Nordics, Wealth Manage-
ment, and Corporates & Institutions,
including our international units and the
Baltics.

New IT systems and automation

New IT systems and increased automa-
tion of work routines, in general terms
as well as specifically in relation to AML
controls, are important measures for
ensuring better surveillance of trans-
actions and customers. In 2018, we
developed eight robots to support AML

professionals in areas such as ongoing
due diligence, transaction screening
and customer screening. Handling
repetitive AML execution activities and
minimising the possibility of human
errors, the robots allow AML profes-
sionals to focus more on investigative
work where more analysis and decision
making is needed to ensure regulatory
compliance.

Mandatory AML training

Our compliance knowledge and culture
continued to be strengthened through-
out 2018 by means of management
focus and extensive annual mandatory
training for all employees.

In 2017, we established an AML Train-
ing Academy, and in 2018 we devel-
oped a continuous AML/CTF training
methodology. The ongoing training
sessions focus on providing sufficient
AML/CTF knowledge to relevant em-
ployees. These sessions train employ-
ees to recognise activities that may be
related to money laundering or terrorist
financing and ensure they are educated
and aware of how to proceed in such
situations. The primary objective of the
training is to protect Danske Bank from
possible financial crime.

Dialogue and collaboration

Criminals and criminal networks are
continuously testing our controls, and
their methods are becoming more and
more sophisticated. Working closely
with authorities and the financial sector
to establish the most effective possible
defence against the criminal networks
will remain a priority in years to come.

In view of the Estonia case, we have
been highly engaged with our key stake-
holders in a number of dialogues and
through public hearings in the Danish
and European Parliaments, and shared
information with the relevant authori-
ties, see p. 22.

In 2018, we initiated a common Nordic
know your customer (KYC] programme
with other Nordic banks to consolidate
our KYC processes. This was estab-
lished because collecting and validating
publicly available customer data has
become a critical component in fighting
financial crime. By pooling our financial
and compliance resources, we can
establish best practice, increase quality,
ensure efficient services and cooperate
on preventing financial crime.



Protecting our customers
against fraud

Online fraud continues to be a challenge
for individuals and businesses, and

we are doing our best to provide our
customers with a strong line of defence
against fraud. When fraud does occur,
we try to secure the best possible
outcome for our customers, and we
offer guidance on how to report the
fraud to relevant authorities. In addi-
tion to this, we assist law enforcement
agencies around the world in their work
to bring perpetrators of fraud to justice.
In 2018, the Danish Police and the
Federal Bureau of Investigation (FBI) in
the US were among the authorities we
assisted.

Our Keep it safe online platform,

which we launched in 2017, helps our
customers to stay safe when they are
online, and it also supports our employ-
ees in preventing internal IT issues. In
2018, the platform had 44,324 unique

visitors and was also launched in North-

ern Ireland.

Detecting card and payment fraud

To analyse and detect fraudulent card
and payment transactions, we use
real-time fraud-prevention systems and
we proactively alert our customers to
potential fraud. When possible, we halt
fraudulent transactions before funds
are moved. During 2018, we continued
to invest in both people and technolo-
gy, and the total number of customers
impacted by fraud decreased from the
2017 level.

In 2018, around 3,600 of our custom-
ers were affected by card and payment
fraud each month. Card fraud continues

to be the most common type of fraud
and the average retail customer loss
from card fraud was DKK 573 in 2018.
Payment fraud is on the rise with invest-
ment scams, romance scams, |1D theft,
CEO fraud and Beneficiary Acccount
Change as the most common fraud
types. In 2018, the average retail cus-
tomer loss to payment fraud was DKK
9,980 and the average commercial
customer loss was DKK 330,172.

Online fraud is particularly challenging
because it is always changing. For this
reason, we continuously analyse individ-
val fraud cases and gather intelligence
so that we can provide a rapid response.
Highly advanced systems are needed to
detect fraud in real-time, and to mitigate
card fraud we expanded our fraud-de-
tection infrastructure in 2018 with

a new real-time adaptive behavioural
analytics solution.

This new system will be fully implement-
ed in 2019, and we are working on find-
ing similar solutions to strengthen our
payment-fraud-prevention infrastructure
further.

Joint efforts against fraud

Danske Bank is an active participant in
private and public forums dedicated to
combatting fraud. In addition to being a
member of the steering committee for
the Danish Forum against Economic IT
Crime, founded by the Danish police, we
also participate in Europol’s European
Cybercrime Centre, where we are mem-
ber of both the Advisory Group on Finan-
cial Services and the European Payment
Council’s Card Fraud Prevention Forum.

More insights

Visit danskebank.dk/erhverv/find-hjaelp/keep-it-safe-en to learn more.
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In 2018, we also dedicated additional
resources to the Nordic Financial CERT,
where Nordic banks exchange informa-
tion and best practice with a view to
reducing the risk of fraud.

In 2017, we contributed to the My Digi-
tal Self-Defence app launched by Teenk,
the Danish Consumer Council. This app
offers specific advice on how to avoid
fraud and what to do if you become a
victim of fraud. The app continues to
attract new users and has approximate-
ly 26,000 active users a month. As of
31 December 2018, the app had been
downloaded a total of 100,300 times.

Counter-fraud 2018 figures

* Resources: More than 90
employees worked to fight
against fraud.

* Payment screening: Every
month, more than 10 million
payments were screened, more
than 10,000 payments were
manually verified, and an average
of 253 fraudulent payments
occurred.

* Disputed card transactions:
Customers on average disputed
17,417 card transactions every
month.

* Replaced cards: 3,242 cards
proactively replaced on average
every month.




In a world facing growing challenges
from climate change and social inequal-
ity, the provision of sustainable finance
is of the utmost importance. This is
underscored by the EU Commission’s
adoption of the action plan for sustain-
able finance, which was launched in
2018 to promote a financial system
that supports a sustainable economy.

Over the past years, we have become
increasingly transparent about how we
are working to integrate environmental,
social and governance (ESG] criteria
into our financial services. As part of our
new Societal Impact and Sustainability
Strategy, we will further scale our efforts
to finance the transition to a net-zero
carbon economy by providing green
finance solutions.

Supporting TCFD recommendations
In September 2018, Danske Bank
signed up to supporting the recommen-
dations of the Task Force on Climate-re-
lated Financial Disclosures (TCFD). This
cements our commitment to integrating
climate considerations into our gov-

Sustainable investment insights

* Voting: We voted at 313 general
meetings in 2018, and we pub-
lish details of our voting records
in an active ownership report
semi-annually.

« Dialogue: \We held more than
500 dialogues with over 300
companies in 2018, and we
publish details on our active
ownership report semi-annually.

» Carbon footprint: As signatory of
the UN's Montreal Carbon Pled-
ge, we measure and publish the
CO, footprint of a selected range

of our funds annually.

CORE BUSINESS: RESPONSIBLE CUSTOMER RELATIONSHIPS

ernance, strategy, risk management,
metrics, as well as into our external
reporting. An internal working group
has been set up and is in the process
of defining a governance structure and
developing an implementation plan. A
key element of this is to include TCFD
disclosures in our future reporting.

As society moves towards a low-car-
bon economy, having a comprehensive
understanding of climate-related risks
and opportunities is vital if we want to
continue to support the business needs
of our customers. With this in mind, we
are engaging in dialogue with experts
and customers to exchange experience
about TCFD tools, climate scenarios and
practical case examples.

Sector position statements

Since 2016, we have published position
statements to serve as input to our
credit and investment procedures for
different sectors. The statements are
also important for us when we engage
with our stakeholders on sustainability
issues, especially in relation to ESG
ratings that are becoming increasingly
important among our customers across
the Nordic countries.

In 2018, we updated these statements
and developed a position statement

on human rights to supplement our
cross-sectors and sector-specific state-
ments on agriculture, arms and defence,
climate change, forestry, fossil fuels and
mining and metals. In the review pro-
cess, the Executive Board decided that
Danske Bank should no longer invest

in or lend to companies with a revenue
of 30% or more derived from thermal
coal mining, thermal coal utilities or the
extraction of oil from tar sands - activi-
ties that have a negative impact on the
environment. This reflects our endorse-
ment of the Paris Pledge for Action to
help limit global warming to a maximum
of 2 degrees Celsius.

Due to the indiscriminate effects and
disproportionate harm caused by weap-
ons prohibited by international law or
weapons deemed controversial, Danske
Bank has also decided not to grant new
loans or invest in companies directly in-
volved in the research and development
or production of such weapons. This
decision also extends to the production
of nuclear warheads, activities related
to core nuclear missile components
and involvement in the upgrading or
enhancement of nuclear weapons.

Following the implementation of invest-
ment restrictions related to thermal
coal, tar sands and nuclear weapons,
we have published an annual list of com-
panies in which we do not invest.

Green bonds on the rise

Sustainable finance includes the issu-
ance of green bonds - an area that is
receiving increasing interest from Nor-
dic companies. Green bonds are debt
instruments whose proceeds are most
often separated from general corpo-
rate purposes and used exclusively for
projects that have a positive impact on
the environment. Sweden has dominat-
ed the green bond market since 2014,
but since 2017 the Danish market has
picked up with more companies seeing
the potential that issuing green bonds
offers for attracting new investors.

As a partner with the Climate Bond Ini-
tiative, not only did we continue to help
companies issue green bonds in 2018,
we also acted as a joint lead manager
for Ireland’s inaugural 12-year green
bond transaction. From our own balance
sheet we have developed a framework
for issuing green bonds, which we plan
to launch in 2019, and we also plan

to offer green loans. Danske Bank has
been a signatory of the Green Bond
Principles since 2014, and we also
invest part of our own funds in green
bonds, see p. 32.

More insights

Read more about our sustainable finance at danskebank.com/societal-impact/sustainable-business.



Sustainable investment

Over the course of 2018, we devel-
oped a new sustainable investment
strategy that promotes the integration
of ESG into the core of our investment
processes. This strategy, which we call
ESG Inside, focusses on making bet-
ter-informed investment decisions and
addresses the issues of risk, problems
and dilemmas. It also employs active
dialogue to influence portfolio compa-
nies to contribute to a positive outcome.
Our strategy supports our commitment
to serve our customers and meet their
growing demand for investment solu-
tions that can deliver competitive and
long-term performance whilst simul-
taneously contributing to sustainable
development.

As stated in our updated Sustainable In-
vestment Policy, our approach is aligned
with the UN-supported Principles for
Responsible Investment and the Danish
Stewardship Code. The implementation
of our investment strategy is overseen
by our own Sustainability & Impact
Investment Committee.

Active ownership through dialogue
We are active owners who focus on
making a difference by using our ability
and power as an investor to influence
companies through dialogue and voting.
Rather than divesting from companies
and hoping that others will solve the
issues, we contribute to a positive
development by addressing challenging
issues, risks, or problems.

Our dialogue with the companies we
have invested in is driven by our port-
folio managers. \We believe that this
approach is the most effective way to
influence companies and contribute to
a positive outcome. These managers
engage on a regular basis with portfolio
companies on material ESG matters in
order to understand these companies’
risks and opportunities and to support
their growth and development.

We seek to be transparent on our
progress and results, and in 2018

we launched our first report on our
active ownership activities. We also
launched a digital platform disclosing
how we vote at the general meetings

of companies whose shares are held in
actively managed funds and in which we
have significant holdings. Sustainable
investment is an important and ongoing
journey for us, and we will continuously
update our customers and stakeholders
on our progress.

Sustainable lending

In support of our sustainable finance
ambitions, we have approved a sus-
tainable lending strategy. The imple-
mentation of this strategy, which will be
overseen by our Sustainable Lending
Committee, will begin in 2019. During
the course of 2018, we also updated
our directives for sectors with elevated
ESG risks and revised our ESG guide-

lines based on in-depth ESG analyses of

specific sectors.

Assessing and promoting ESG

When we grant a loan, we begin a long-
term commitment with our customers.
To gain an understanding of a custom-
er’s financial situation, we always make
a careful evaluation and consider the
purpose for which our lending products
are to be used. We offer loans that are
appropriate to our customers’ needs
and financial capacity, and we make
sure that customers understand their
financial obligations.

As well as conducting our own assess-
ment of possible ESG risks associated
with lending to our business customers,
we also engage third party providers

to screen potential and current lending
customers for ESG risks. Customers
flagged in the screening will have their
ESQG risks assessed by us. \We endeav-
our to reach an understanding with
customers so that they will conduct
their business in accordance with
international principles promoting and
safeguarding the environment, human
rights, labour rights and anti-corruption.

In 2018, to assist our advisers in their
dialogues with customers on ESG mat-
ters, we developed ESG materials and
sector factsheets. We take a risk-based
approach and focus our dialogues on
customers for whom the risk of adverse
impact is highest, with any dilemmas
discussed at the Sustainable Lending
Committee. In some cases, sustainable
lending means that we must refrain
from providing loans to customers.
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Impact investment funds:
Climate and water

In 2018, we launched two impact
investment funds committed to
creating returns and making a
positive societal impact. The first
is a climate fund, which invests in
companies that develop solutions
that support the transition to a
low-carbon society; the second

is a water fund, which invests in
companies that develop solutions
to ensure water supply security,
clean water and sanitation. This
initiative has been well received by
customers, who in 2018 invested
DKK 710 million in the funds.

R

Responsible ship recycling

In 2018, we adopted the Respon-
sible Ship Recycling Standards
(RSRS). Backed by a number of fi-
nancial institutions, this initiative is
a step towards sustainable funding
for the shipping industry, and we
will promote these standards when
dealing with our shipping-industry
customers.

The initiative aims to minimise the
environmental and social impact
associated with ship scrapping, and
the standards are leading principles
for the dialogue between banks
that finance ships and representa-
tives of the international shipping
industry.
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Fostering an inclusive and diverse culture and providing a healthy and safe working environment
for our employees have been key priorities since 2015. In 2018 we started to implement

My Talk, our new performance-management initiative that focusses on core values behaviour

- an element central to our ongoing cultural transformation.

In support of our new Danske Bank
corporate strategy, which was launched
in May 2018, we have adjusted our
Group structure and made changes to
our Executive Board. Further changes at
executive-management level and on the
Board of Directors were implemented
following the September 2018 publi-
cation of the results from the Estonia
investigations. These included a change
of CEO and a new Chairman of the
Board of Directors.

Overall, 2018 has been a year of chal-
lenges and changes, and this has natu-
rally had an impact on our employees.
We highly appreciate their understand-
ing and loyalty.

Employee engagement in a changing
organisation

Our employee engagement score fell
over the course of the year, ending at
an Engagement Index (three-month
average) of 84% against our long-term
ambition of 90% by 2020. It is our as-
sessment that this decrease can be at-
tributed to the reorganisation that took
place over the course of the year. We
take this very seriously and are focused
on increasing our engagement over the
course of 2019. Our new corporate
strategy will be a strong driver behind
the rebuilding of our engagement.

To reconnect with our core values, our
new Performance Management initia-
tive, MyTalk, will be rolled to all employ-
ees and leaders across the Group during
2019. Key in securing engagement and
supporting our cultural transformation

at all levels of the organisation, as well
as addressing personal engagement,
MpyTalk promotes and rewards the right
mind-set and behaviours based on our
core values. We will reinforce our cultural
transformation in 20189 by enlisting our
top 500 leaders who, after participating
in specifically designed camps, will begin
the transformation in their own teams
and across the wider organisation.

Redesigning recruitment

At Danske Bank, we are more than
20,000 employees, and during 2018
more than 3,000 new colleagues chose
to join us. Therefore, the first logical step
in our work to enhance the employee
journey has been to focus on the joining
journey. In 2018, we redesigned the
entire joining journey process, starting
when candidates first consider us as a
future employer, through the actual re-
cruitment process, and on to their final
on-boarding and first 100 days with us.

We have established talent-acquisition
teams based in Denmark, Sweden,
Norway, Finland and Lithuania. Not only
do these teams increase efficiency and
quality of hiring, but they also provide
better support to managers and ensure
the successful on-boarding of new
colleagues. The importance of cultural
fit and value-based alignment between
a candidate’s personal values and our
corporate core values is incorporated
into test feedback and our on-boarding
processes.

A diverse workforce

To succeed with our corporate strate-
gy, we need access to a diverse pool

of candidates; consequently, the new
talent-acquisition teams have a strong
focus on diversity. This includes working
to reduce gender bias in recruitment

by, for example, providing recruitment
training for managers, screening job
ads for gender neutrality and ensuring a
gender-neutral use of recruitment chan-
nels. Another way we address gender
equality is by monitoring equal pay and
by reporting our numbers annually to
the Danish Employers’ Association for
the Financial Sector.

With a view to promoting our diversity
mind-set, a number of initiatives have
taken place during 2018. In Sweden,
for example, all new managers have
received Danske Inclusion training, and
in Corporates & Institutions, a diversity

education programme for young em-
ployees was piloted. A further example
is the introduction of diversity as a KPI
in the performance agreements for the
management team in Corporates &
Institutions.

Increasing the share of female leaders

is an area of particular focus for us be-
cause we see this as a stepping-stone to
unlocking other facets of diversity such
as education, nationality, age, ways of
thinking, seniority and experience.

In 2018, the Board of Directors revised
the targets for the share of female
leaders on the Executive Board, bringing
our 2020 target to 25%. Our long-term
ambition is 38-40%, which is in line
with our target for female leaders at all
management levels in Danske Bank.

As a result of our systematic focus on
diversity and best use of talents during
the organisational changes carried

out in May 2018, we came close to
accomplishing the latter target with a
37% share of women in management
positions. The share of women on the
Board of Directors elected at the annual
general meeting (AGM) was 38%,
which meets our 2020 target.

Equality and non-discrimination

Our Group Human Resources (HR) func-
tion not only defines employee-related
policies but also continuously addresses
risks associated with our workforce.

In 2018, we introduced new internal
guidelines on human rights to supple-
ment our existing policies. These guide-
lines clarify how Danske Bank promotes
equal treatment and underlines the

fact that we do not accept any kind of
discrimination. We also issued a state-
ment that clarifies our zero-tolerance
position on sexual harassment, and var-
ious preventive measures are in place,
supported by established protocols, in
the event breaches occur. Furthermore,
employees can use our whistleblower



system for reporting gross HR-related
misconduct.

Health and safety

A combination of an active working-en-
vironment organisation, councils, and
collaboration with unions, employee
representatives and local manage-

the working-environment organisation.
Well-being, stress and failure to thrive
are issues that we must talk about and
address, and with this in mind we have
updated our tools and established a HR
mental health expert team to support
managers in their engagement with
employees. If employees experience
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stress symptoms, they can also receive
qualified, unbiased and anonymous help
through our stress hotline.

Our work in this area will continue
through 2019, and we plan to increase
our focus on initiatives related to mental
health and a healthy life style.

ment enables Group HR to ensure our
workplace is healthy and safe - both
physically and mentally. Our TeamTalk

Employee-related performance 2015-2018

tools engage managers and employees ‘ 2018 ‘ 2017 ‘ 2016 ‘ 2015
in dialogue on a local team level, and Fulltime empl FTE 5

our monthly PULSE survey provides ployees (FTE) 0,683 19,768 19,303 19,048
valuable insights into overall employee Share of women in workforce (%) 50 49 50 51
engagement and well-being across the

Group. Another indicator of our working Employee engagement* 84 85 66 -
environment is the employees’ average

days of absence due to illness which in Empigvesturnoven|(76) e Lz & &
2018 stands at 5.4. Absence due to illness (avg. days)** 5.4 5.4 5.3 6.0

In 2018, new work environment training
was introduced in Sweden and Fin-

land, and across the Group, the mental
health of employees has been a priority
in our collaboration and dialogue with

B

RESPONSIBLE EMPLOYER

* In Q3 2018, one of the PULSE survey questions included in the engagement index was changed. It is
our assessment that this technical change has shifted engagement index levels positively.

**|n 2018, as a result of the implementation of a new HR system, we changed our reporting principle
for Absence due to illness, see p. 38. Due to missing data for Finland in 2018, data only covers
Denmark, Sweden and Norway. Data for 2015-201 7 remains unchanged.

Find more details and KPIs on p. 36.

Policy commitment

“We promote a sustainable workplace and culture by focusing
on the structural, cultural and physical working environment
that we provide our employees. \We are a responsible employer
and we base our actions on our core values. \We provide
challenging and meaningful work, and give our employees the
opportunity to develop and grow. \We sustain a healthy and
safe working environment and a collaborative culture where
our employees feel engaged. \We set clear expectations for our
leaders to role model our values, drive customer centricity, and
inspire their employees to succeed. \We promote diversity and

an inclusive culture, ensure equal opportunity and eliminate

discriminatory treatment. We protect our employees’ right

to freedom of association and collective bargaining, right to

privacy and right to raising concerns without fear of retaliation.”
Societal Impact & Sustainability Policy, October 2018

“The Danske Bank Group is committed to working towards
increasing the share of the underrepresented gender (women)
in executive and managerial positions. The goal is to increase
the number of female managers at all levels.”

Diversity and Inclusion Paolicy, October 2018

Ambitions and strategy 2015-18

+ Integrate core values in people practices

+  Develop a culture of continual learning

+ Broaden the diversity and inclusion agenda

+  Ensure a healthy and safe working environment

- Engage employees in corporate volunteering activities

Gender targets and performance

Performance
2018

Targets

={o={0]

Share of AGM-elected Board of

% Yo

Directors being women (%)* 38% 38%
Share of women on the Executive

10% 25%

Board (%) ° °

Share of women in management 37% 38-40%

positions (%)

* The total share of women on the Board of Directors, including the
employee-elected members, is 50%.

Key actions 2018

+ Established a specialist talent-acquisition team with a strong focus on hiring a diverse workforce

+ Ran early implementation of the new performance-management initiative MyTalk, ready for full roll out in 2019

+ Introduced a guideline on human rights and a statement that clarifies our zero-tolerance position on sexual harassment

+ Initiated several initiatives throughout the Group related to mental health focusing on well-being and engagement at work

More insights

Find more employee-related KPIs in our Corporate Responsibility Fact Book 2018.



CORE BUSINESS: ENVIRONMENTAL FOOTPRINT

Our main environmental focus since 2015 has been on reducing our own carbon footprint.
Nevertheless, we have not been able to reach our ambitious 2018 energy reduction target.
We see our carbon footprint as an important indicator of how effectively we are driving

sustainability internally and will continue to limit our emissions.

Climate change is a global challenge.

It presents major risks to not only the
environment, but also to societies
worldwide, and the Financial Stability
Board (FSB] regards climate-related risk
as a potential driver of future financial
instability. Consequently, the financial
sector plays a key role in facilitating the
societal transition to a net-zero carbon
economy, and we are committed to

Carbon Disclosure Project
score 2018

Danske Bank: C
Sector average: B-

Regional average: B-

We have been disclosing our annual
CDP score since 2015. I1n 2018, CDP
aligned its questionnaire with the TCFD
recommendations. With the revised
CDP scoring categories and weighting,
Danske Bank received an overall score
of C, which is lower than both the sector
average of B- and the Europe regional
average of B-.

As part of our commitment to the TCFD,
we will further strengthen the integra-
tion of climate considerations into our
governance, strategy, risk management,
metrics, as well as into our external re-
porting. This will be in line with the CDP
recommendations for the next steps to
be taken in order to improve our score.

providing financial offerings that have a
positive impact on climate change and
the environment.

We seek transparency in all of our
operations, and since 2010 we have
been signatories to the Carbon Dis-
closure Project (CDP). Having signed
the Montreal Carbon Pledge in 2016,
Danske Bank is also obliged to disclose
the carbon footprint of selected invest-
ment funds, which has been done since
2017. In September 2018, Danske
Bank signed up to supporting the
recommendations of the FSB’s Task
Force on Climate-related Financial
Disclosures (TCFD). Read more about
sustainable finance on p. 28.

Carbon neutrality

Danske Bank's operations have been
carbon neutral since 2009, and we
publish an annual Statement of Carbon
Neutrality. We have achieved this by
purchasing renewable electricity and
carbon credits. One hundred percent of
the electricity we purchase comes from
renewable sources certified by Guaran-
tees of Origin and International Renew-
able Energy Certificates. In addition, to
underline our commitment and increase
the demand for renewable energy, we
joined RE100 in 2017.

To offset the emissions from transporta-
tion and consumption of heat and paper
that we cannot eliminate, we purchase
carbon credits. All carbon credits pur-
chased by Danske Bank are for projects
that guarantee a real reduction in CO,
emissions and they have been verified
according to international standards,
such as the Gold Standard.

Investing in green bonds

We have allocated a total of DKK 4
billion for investment in green bonds,
and since 2015, we have invested

more than DKK 3 billion in green bonds
issued for large renewable energy pro-
jects and climate protection in North-
ern Europe. Green bonds represent a
low-risk investment opportunity with
competitive returns, and we evaluate
new opportunities to invest in green
bonds on an ongoing basis.

Energy efficiency in Danica Pension
By 2020, Danica Pension together

with its business partners aim to have
invested more than DKK 100 million in
energy efficiency in 15 Danish shopping
centres. The target is to reduce the en-
ergy consumption of the centres’ shared
service installations by 40% relative to
the 2015 level, and it will save more
than 20 GWh heat and electricity and
10,000 tonnes of CO,. So far, DKK 54
million has been invested, resulting in a
20% reduction in the energy consump-
tion of the shared service installations.
One example from 2018 is the energy
renovation of the shared service installa-
tions in Lyngby Storcenter, which will
result in annual energy savings of 40%.

Decreased CO, emissions

Compared to other industries, Dan-
ske Bank has low carbon emissions.
Nevertheless, we see our own carbon
footprint as an important indicator of
how effectively we are driving sustaina-
bility internally.

Energy-saving initiatives in 2018
included consolidating several sites
into more energy-efficient facilities in
Denmark, as well as upgrading light,
heating and ventilation systems in our
building portfolio in general. Despite our
annual efforts, we have not been able
to reach our ambitious 2018 energy
target of a 15% reduction in overall
energy consumption from the level in
2014.In 2018, there has been a minor
decrease, which leaves us with an 8%



reduction in overall energy consumption
in the strategy period.

Environmental performance at our facil-
ities is measured against the criteria in
the green building rating system LEED
(Leadership in Energy and Environ-
mental Design). In 2018, some of our
largest facilities in Denmark were LEED
Gold certified. This certification not only
guarantees that the buildings are energy
efficient, but also guarantees that they
save water, generate less waste and
support human health. Danske Bank’s
future headquarters in Copenhagen,
the construction of which will begin in
2019, will also meet the criteria for
LEED Gold. In 2018 we also relocated
our Helsinki corporate office to a more
energy efficient facility.

As part of our environmental manage-
ment, we also monitor and report on our
consumption of paper and on our use of
transportation. As a result of digitalisa-
tion initiatives related to customer ser-
vice and documents, we have continued
to reduce our paper consumption, which

@> ENVIRONMENTAL FOOTPRINT

fellby 31% in 2018, across the Group.
Our use of road transportation also de-
creased by 7% in 2018, while air travel
remained at the same level as in 2017.

Altogether, these savings result in a
decrease in our CO, emission of 9%
from 2017 to 2018. This is mainly due
to a warm spring and summer, which

Environmental performance 2015-2018

CO, emissions (tonnes)
Electricity consumption (MWh])
Heat consumption (MWh)
Paper consumption (tonnes)

Road transport (company vehicles and
employees’ cars) (1,000 km)

Air transport (1,000 km)
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resulted in less need for heating. Our
efforts to reduce our CO, emissions will
continue through 2019, and we will
further optimise the energy consump-
tion of our building portfolio. Similarly,
more documents will be digitalised, and
we will maintain our drive to encourage
employees to use trains and have online
meetings and video conferences.

2018 ‘ 2017 ‘ 2016 ‘ 2015
16,396 18,089 18,664 18,836
5GNINSE 57,203 60,311 57,166
51,912 56,213 53,130 54,542

603 870 1,161 1,598
11,660 12,485 13,883 13,969
735,015 72,003 67,570 61,392

Find more details and KPIs on p. 36.

Policy commitment

emissions through energy and environmental management.”

“We achieve a strong environmental performance by working

systematically to limit the negative environmental impact
of our business operations. \We strive to minimise the
environmental impact of our operations and reduce our CO,

“We integrate environmental considerations into the Group’s
own portfolio management”
Societal Impact & Sustainability Policy, October 2018

Ambitions and strategy 2015-18
+ Revise the Climate Strategy

Continue to develop the environmental management system
Increase transparency and communication
Reduce energy consumption 15% from the 2014 level (MWh)]

Energy target 2018

15% reduction in overall energy consumption from

the 2014 level

Performance 2018

2014 level

8% reduction in overall energy consumption from the

Key actions 2018

Optimised energy consumption by consolidating several sites into more energy-efficient facilities in Odense and Kolding,

Denmark (LEED Gold certified)

Implemented a wide range of initiatives to reduce heating and electricity consumption (light upgrades, ventilation changed to
efficient motors, district heating upgrades)
Reduced paper consumption throughout the Group by means of digitalisation initiatives related to customer service and

ducuments

More insights

Find more environmental KPIs in our Corporate Responsibility Fact Book 2018.
Read the Statement of Carbon Neutrality 2018 at danskebank.com/societal-impact.



CORE BUSINESS: RESPONSIBLE SUPPLIER RELATIONSHIPS

Responsible sourcing

Our main focus over the course of the strategy period 2015 to 2018 was on developing and
implementing a new Supplier Code of Conduct and an improved responsible sourcing process.
We will continue to optimise our screening and assessment of high-risk suppliers in close
dialogue with our partners and suppliers.

Responsible sourcing and collabora-
tion with our suppliers is part of our
value-chain approach to embedding
environmental, social and governance
(ESG] considerations throughout our
business. Supplier selection is based
on assessment of price, quality and
sustainability performance. The price
assessment takes into account the
total cost of ownership, which includes
purchase price, quality, delivery, current
costs and disposal of the asset.

In 2018, we had a total spend of DKK
8.9 billion and 11,095 active suppliers.
Our Group Procurement unit collabo-
rated with branches, departments and
business units across the Group on
1,033 new contracts. Group Procure-
ment is responsible for setting a com-
petitive landscape, optimising business
value through market analysis, ten-

dering and implementing a negotiation
strategy. The individual business units
are accountable for the scope, budget,
vendor selection and implementation
of the contracts. Incorporating the EU
General Data Protection Regulation
(GDPR] compliance requirements

into relevant contracts for suppliers
who handle personal data on behalf of
Danske Bank was an important and
resource-heavy task in 2018.

Consolidation of our responsible
sourcing process

Our improved responsible sourcing
process was launched in 2016. The
sustainability requirements for suppliers
are specified in our Supplier Code of
Conduct and are based on internation-
ally recognised standards, including the
UN Global Compact and UN Guiding
Principles on Business and Human

Rights. In addition, we set specific en-
vironmental requirements for selected
products and services such as office
supplies, paper, merchandise, furniture,
hardware, cleaning and conferences.
Both the Supplier Code of Conduct and
the environmental requirements are
aligned with the commitments in our
Position Statements.

Implementation efforts included training
of all employees in Group Procurement,
and responsible sourcing is now part

of the introduction and training of new
employees in Group Procurement.

In 2018, we managed to get 97%

of tenders in scope involving Group
Procurement through the responsible
sourcing process and thereby exceeded
our target.

A risk-based approach to sourcing

Our responsible sourcing process ensures that suppliers comply with our sustainability standards. The process is based on
dialogue, and we try to minimise burdening our suppliers with unnecessary and time-consuming questions. Our risk assessment
process consists of three steps, but many suppliers need only go through the first.

Supplier Code
of Conduct

Step 1:
Pre-qualification questions

= N

Step 2:
Self-assessment

Step 3:
Corrective action plan

The Supplier Code of
Conduct applies to all
suppliers that deliver

goods or services to any

of our business units and
subsidiaries, and it is
included in all contracts. The
Code of Conduct states that
suppliers must set the same
or comparable standards for
their subcontractors.

We assess the risk profile
of suppliers for contracts
exceeding DKK 1 million

on the basis of information
about the type of products
or services of the tender and
where these are produced.

questionnaire

Suppliers assessed as
high-risk and suppliers of
contracts exceeding DKK
10 million are asked to
complete an additional
in-depth questionnaire
about their ESG policies and
performance. We use Verisk
Maplecroft and Ecodesk as
external partners to assess
the country and category risk
and to evaluate the replies
from the suppliers.

If we deem the result

of the self-assessment
questionnaire to be
unsatisfactory, we engage
in dialogue with the supplier
and agree on a corrective
action plan, if needed.

If this does not resolve the
issues to our satisfaction,
we may not select the
supplier or may stop using
their services.




Throughout 2018, we continued the
consolidation of the process for screen-
ing and assessment of high-risk suppli-
ers. Engaging with external partners has
provided us with an overview of social
and ethical risks in various countries,
and this has enabled us to zoom in on
the specific risks that may affect our
supply chain, including conflict minerals
and modern slavery. Under no circum-
stances will Danske Bank tolerate
human trafficking or any type of forced
labour, including work on a forced con-
tract, slavery and other forms of work
that are done against an employee’s will
or choice, as also stated in our annual
Statement on Modern Slavery.

We are working closely with partners
and suppliers to ensure an optimised
screening and assessment process, and
our performance in 2019 will form the
baseline for setting new targets.

Independent audits

A new audit programme for suppliers
was implemented in 2017. We have
engaged an independent third-party
auditor to conduct yearly audits, each
covering one of the four categories in
our self-assessment questionnaire:
Social, Environment, Governance and

Supply chain. The suppliers are selected
on the basis of their risk profile and on
their impact on our business. Audits,
which include both desk studies and an-
nounced on-site visits, evaluate whether
the supplier's self-assessment (step 2)
is sufficient and credible and whether
their ESG policy and performance live
up to our Supplier Code of Conduct.

We go through the audit report with

the supplier and agree on any areas in
need of improvement. Our Responsible
Sourcing Escalation Committee reviews
all audit reports and decides upon the
appropriate follow-up action based on
the severity of the issues in question.

In 2018, we conducted two audits of
key suppliers of facility management on
their compliance to our Supplier Code
of Conduct. The first audit was in India
and covered the categories Social and
Governance. The second audit was in
Denmark and covered Supply chain
management because the supplier in
question works with subcontractors
on behalf of Danske Bank. None of the
conducted audits revealed any severe
cases of non-compliance.

‘m RESPONSIBLE SUPPLIER RELATIONSHIPS
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Spending per category in 2018
(% of total spend)
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In 2018, our largest spending was on
Premises and Facility Management and
on IT. Premises and Facility Management
covers rental of buildings for offices

and branches; IT procurement covers
hardware and software, as well as IT
consultants, services and extra costs for
the GDPR project. Professional services
covers consultancy, HR, marketing and
communications services, as well as ser-
vices for travel, meetings and events. The
largest share of the spending for Banking
was on the procurement of market data.

Policy commitment

“We ensure responsible supplier relationships by integrating

“The Code applies to all Danske Bank’s suppliers that deliver

ESG considerations into our procurement processes. \\We
maintain constructive relations with our suppliers based on
dialogue and improvement. \We expect our suppliers to respect
internationally recognised sustainability principles and to
set similar standards in their supply chain. Furthermore, if a
product potentially has an adverse environmental impact, we
integrate environmental requirements.”

Societal Impact & Sustainability Policy, October 2018

goods and services to any of Danske Bank Group’s business
units and subsidiaries, and the criteria will be taken into
account when selecting and evaluating suppliers. The Code

is a total supply chain initiative, and the Group’s suppliers are
responsible for setting the same or comparable standards for
their subcontractors. It is the responsibility of the supplier to
ensure that their subcontractors are informed of the Code and
uphold the requirements.”

“The supplier has a duty to proactively report to Group
Procurement any deviation from this policy.”
Supplier Code of Conduct, December 2018

Supplier target 2018
80% of tenders involving Group Procurement to go
through the responsible sourcing process

Performance 2018
97% of tenders involving Group Procurement went through
the responsible sourcing process

Key actions 2018

Conducted two on-site supplier audits with ESG focus, and revised the audit process for future audits
Continued to assess and evaluate high-risk supplies through self-assessment questionnaires
Implemented GDPR fulfilment requirements in contracts for suppliers handling personal data on behalf of Danske Bank
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Key performance
indicators

As part of our annual reporting practic- The Key Performance Indicators (KPIs)
es, we include an overview of assured listed in the table provides an overview
performance data related to our busi- of our performance over the past four
ness operations, employees and the years for comparison.

environment.

Data performance related to employees
and environment is elaborated on p. 30-
33, and the data is prepared according

to our reporting principles, see p. 38-39.

Assured KPIs

2018 2017 2016 2015
Business operations (DKK millions)*
Total income 44,365 48,149 47,959 45,611
Operating expenses 25,011 22,722 22,642 23,237
Profit before tax 19,722 26,288 25,357 17,762
Financial services employer tax and social security costs 1,826 1,802 1,659 1,520
VAT 1,248 1,207 1,126 933
Tax 4,721 5,388 5,500 4,639
Net profit for the year 15,001 20,900 19,858 13,123
Net profit for the year before goodwill impairment charges 15,001 20,900 19,858 17,724
Return on avg. shareholders’ equity (%) 9,8 13.6 13.1 8.5
Return before goodwill impairment charges on avg. shareholders’ equity (%) 9,8 13.6 13.1 11.6
Employees
Number of full-time employees (FTE), end of year* 20,683 19,768 19,303 19,049
Percentage of women in workforce (%) 50 49 50 51
Percentage of women in management (%) 37 35 35 35
Employee turnover (%) 13 12 11 11
Average years of service 12 12 13 14
Absence due to illness (avg. number of illness days per employee)** 5.4 5.4 5.3 6.0
Employee engagement [%)*** 84 85 66
Environment
CO, emissions (tonnes)" 16,396 18,089 18,664 18,836
CO, emissions per employee (tonnes/FTE] 0.82 0.93 0.97 1.0
Energy consumption (electricity and heat) (MWHh)* 111,046 113,416 113,441 111,708
Energy consumption per employee (MWh/FTE]) 5.7 6.0 6.1 6.3
Electricity consumption (MWh)" 59,135 57,203 60,311 57,166
Heat consumption (MWh]) 51,912 56,213 53,130 54,542
Road transport (company vehicles and employees’ cars) (1,000 km)]' 11,660 12,485 13,883 13,969
Air transport (1,000 km) 73,013 72,003 67,570 61,392
Paper consumption (tonnes)™ 603 870 1,161 1,598

*  Data are from Annual Report 2018 and Fact Book Q4 2018. For a definition of ratios, see Definition of alternative performance measures on p. 65 in Annual Report 2018.

In 2018, as a result of the implementation of a new HR system, we changed our reporting principle for Absence due to illness, see p. 38. Due to missing data for Finland (FIN)
in 2018, data only covers Denmark (DK], Sweden (SE) and Norway (NO). Data for 2015-2017 remains unchanged.

In 2017, we replaced our annual Employee Opinion Survey with new tools to facilitate a constructive ongoing dialogue on employee engagement. This means that the
Employee engagement Index has replaced two HR indicators on Employee satisfaction and motivation as well as perceived opportunities for professional and personal

development. In Q3 2018, one of the PULSE survey questions included in the engagement index was changed. It is our assessment that this technical change has shifted

engagement index levels positively.

* Data covers DK, SE, NO, Ireland (IRL), Northern Ireland (NI), FIN and Lithuania (LIT) and include estimated figures for the remainder of the Group. We included exact figures

from our operations in India (IN).
't Data covers DK, SE, NO, IRL, NI, FIN and LIT. In 2017, we included figures from our operations in IN.
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Independent auditor’s

assurance report

To the Management and the stakeholders of Danske Bank
\We have assessed Danske Bank’s 2018 Corporate Respon-
sibility Report (‘the Report’] to provide limited assurance on
selected 2018 data on page 36 of the Report. The Report
covers Danske Bank’s international activities from 1 January
to 31 December 2018.

Our assessment was performed in order to assess whether:

All environmental data and all employee data on page 36
in the Report have been stated in accordance with the
criteria defined by the reporting principles;

Danske Bank has offset its consolidated CO, emissions
for 2018.

We express a conclusion providing limited assurance.

Management'’s responsibility

The Management of Danske Bank is responsible for collect-
ing, analysing, aggregating and presenting the information in
the report, ensuring that data are free from material misstate-
ment, whether due to fraud or error. Danske Bank’s non-finan-
cial reporting principles contain Management’s defined re-
porting scope for each data type. The criteria for the reporting
principles can be found on page 38-39 of the Report.

Auditor’s responsibility

Our responsibility is to express a limited assurance conclu-
sion on all environmental data and all employee data on

page 36 in the Report. Furthermore, our responsibility is

to provide limited assurance on whether Danske Bank has
offset its consolidated CO, emissions for 2018. We have
conducted our work in accordance with ISAE 3000, Assur-
ance Engagements Other than Audits or Reviews of Histarical
Financial Information, and additional requirements under
Danish audit regulation to obtain limited assurance about our
conclusion.

Deloitte Statsautoriseret Revisionspartnerselskab is subject
to International Standard on Quality Control (ISQC) 1 and,
accordingly, applies a comprehensive quality control system,
including documented policies and procedures regarding
compliance with ethical requirements, professional standards
and applicable legal and regulatory requirements.

We have complied with the independence and other ethical
requirements of the Code of Ethics for Professional Account-
ants issued by FSR - Danish Auditors (Code of Ethics for Pro-
fessional Accountants), which are based on the fundamental
principles of integrity, objectivity, professional competence
and due care, confidentiality and professional behaviour.

A limited assurance engagement is substantially less in
scope than a reasonable assurance engagement. Conse-
quently, the level of assurance obtained in a limited assurance
engagement is substantially lower than the assurance that
would have been obtained had we performed a reasonable
assurance engagement. Considering the risk of material
misstatement, we planned and performed our work to obtain

all information and explanations necessary to support our
conclusion.

\We performed our on-site reviews at Danske Bank’s Head
Office in Copenhagen in November and December 2018.
Our work has included interviews with key functions in
Danske Bank, inquiries regarding procedures and methods
to ensure that selected CR data and information have been
incorporated in accordance with the reporting principles. We
have assessed processes, tools, systems and controls for
gathering, consolidating and aggregating CR data at Group
level, and performed analytical review procedures and tested
CR data prepared at Group level against underlying docu-
mentation. Furthermore, we have received documentation
that the consolidated CO, emissions have been offset by
purchase of offset certificates. Finally, we have evaluated the
overall presentation of the report, including the consistency of
information.

\We have not performed site visits or interviewed external
stakeholders, nor have we performed any assurance proce-
dures on baseline data or forward-looking statements such as
targets and expectations. Consequently, we draw no conclu-
sion on these statements.

Conclusion

Based on our work, nothing has come to our attention caus-

ing us not to believe that:

+  the employee and environmental data subject to our
review have been stated in accordance with the criteria
mentioned in the reporting principles;

Danske Bank has offset its consolidated CO, emissions
for 2018.

Copenhagen, 1 February 2019

Deloitte
Statsautoriseret Revisionspartnerselskab
Business Registration No. 33 96 35 56

Helena Barton
Lead Reviewer

Jens Ringbaek
State-Authorised
Public Accountant

Identification No
(MNE) mne27735
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Reporting principles

These reporting principles cover employ-
ee and environmental KPIs presented
on p. 36. Reporting principles for Busi-
ness Operation KPIs can be found in the
Annual Report 2018.

The employee and environmental KPIs
covers Danske Bank Group's (the
Group’s] five main business units (Bank-
ing DK, Banking Nordic, Corporates &
Institutions, Wealth Management and
Northern Ireland) as well as our activi-
ties in the Baltic countries and India.

We believe that the reporting provides
a fair and balanced representation of
our financial, environmental and social
performance.

To ensure data consistency, data has
been defined and described in business
procedures. Internal control procedures
have been established to ensure that
the data is reported according to the
definitions.

Data on employees

Full-time employees

The number of full-time employees
(FTEs]), end of year, is based on infor-
mation registered in Danske Bank's
accounting system at the end of Q4
2018.

Women in workforce

The percentage of women in the work-
force is based on information registered
in Danske Bank's Group Financial Sys-
tem (GFS) at the end of Q4 2018.

Women in management

The percentage of women in manage-
ment is based on information registered
in Danske Bank's GFS system at the
end of Q4 2018.

“Management” is defined as employees
with staff responsibility.

Employee turnover

Employee turnover is defined as the
number of employees (head count])

who retired or resigned divided by the
number of employees (head count] per
month and converted to a percentage
rate. The information was retrieved from

Danske Bank's GFS system and covers
the entire Group. The employee turnover
rate is based on information registered
from Q1 to Q4 2018.

Average years of service

Data on average years of service was
retrieved from Danske Bank's GFS sys-
tem at the end of Q4 2018.

Absence due to illness

Absence due to illness is defined as
time lost due to the employee’s own
iliness, including pregnancy-related sick
leave, and occupational accidents and
diseases.

The rate of absence is calculated as

the total number of registered days of
absence per employee divided by the
total number of employees at the end of
the year. The data may be underreported
if employees do not register their illness.
In 2015-2017, data covered Denmark,
Sweden, Norway and Finland.

In 2018 we implemented a new HR
system to improve data quality and to
streamline and automate our registra-
tion and data aggregation processes.

If an employee registers absence due
to illness across a change of year, that
absence and period will now be counted
in the year the absence ends. Due to
missing data for Finland, 2018 data
only covers Denmark, Sweden and
Norway. For this reason, data for 2018
cannot be compared directly against
data from previous years.

Employee Engagement

Data on employee engagement is based
on survey results from the PULSE
survey covering the entire Group. The
employee engagement index is based
on replies to five questions in the PULSE
survey: three on Encouragement and
two on Enablement. The PULSE survey
is conducted monthly, except for the
month of July.

In Q3 2018, one of the PULSE survey
questions included in the engagement
index was changed. It is our assess-
ment that this technical change has
shifted engagement index levels posi-
tively.

Data on the environment

Environmental data covers the Group’s
operations in Denmark, Finland, Ireland,
Northern Ireland, Norway, Sweden,
Lithuania and India. The reporting period
for the year 2018 runs from Q4 2017
to Q3 2018. Data is retrieved from the
Credit 360 reporting system.

CO, emissions

CO, emissions (tonnes] are calculat-

ed on the basis of energy and paper
consumption as well as data on travel by
car and air. The quality of CO, emission
factors may vary, depending on the avail-
ability of specific factors. We monitor
emission factors to identify the most
recent and specific ones available.

For emissions from heat consumption,
we use specific emission factors from
energy companies whenever possible.
Otherwise, we use average emission fac-
tors for heating for the country or region.

In accordance with the market-based
methodology from greenhouse gas
(GHG] Protocol Guidance, the emissions
from electricity consumption were omit-
ted owing to the purchase of renewable
electricity certified by Guarantees by
Origin and International Renewable
Energy Certificates. For location-specific
reporting, which is necessary for Carbon
Disclosure Project (CDP) reporting, we
use region- or country-specific factors
from either electricity companies or the
International Energy Agency.

For transport by car - both employee
and company cars - we use emission
factors from the Department of Environ-
ment, Food and Rural Affairs.

Emissions from air travel are reported
directly by our travel agency, American
Express, which provides data on the dis-
tance travelled and the number of trips.
Emissions from paper consumption are
based on average emission factors from
the Department of Environment, Food
and Rural Affairs.

We report GHG emissions in the CO,
equivalent amounts. However, since
the vast majority of greenhouse gases
are CO, emissions, we have generally
chosen to use the term CO, emissions
without specifying equivalents.



For operations that do not have any
measured consumption, we estimate
CO, emissions on the basis of the
average number of full-time employees
provided by Group Finance from Q4
2017 to Q3 2018 and the average
emissions per employee in the Group.
These estimates represent 3% of the
total CO, emissions in 2018.

CO, emissions per employee

CO, emissions per employee (tonnes/
FTE] are calculated on the basis of the
total amount of CO, emissions (tonnes)
and the number of full-time employees
provided by Group Finance from Q4
2017 to Q3 2018.

Energy consumption

Energy consumption from electricity
and heat is either based on automatic
data transfers from smart meters or
quarterly meter readings or calculated
on the basis of statements from energy
companies and lessors received regular-
ly during the year. Electricity consump-
tion is calculated mainly on the basis of
statements from energy companies, and
heat consumption figures for our head
offices are similarly based on actual
readings by the energy companies. If

no reading or statement is available,

we estimate the consumption on the
basis of the average electricity or heat
consumption at the country unit and the
floor space. Data on floor space covers
all properties, including Danske Bank’s
own premises and leased premises,
that Danske Bank and its subsidiaries
use for their own operations in various
countries.

In Sweden, heat consumption is calcu-
lated on the basis of information from
www.boverket.se (energy labelling of
buildings). The consumption figure is
calculated on the basis of the Group’s
share of floor space in the various build-
ings in Sweden. According to this meth-
od, the heat consumption at properties
without actual consumption in Finland
is calculated by using the key figures for
Sweden because of similar consump-
tion patterns in the branches.

Energy consumption per employee
Energy consumption per employee
(MWh/FTE]) is calculated on the basis
of the total energy consumption (MWh])

and the number of full-time employees
provided by Group Finance from Q4
2017 to Q3 2018.

Electricity consumption

Electricity consumption is either based
on automatic data transfers from smart
meters or quarterly meter readings or
calculated on the basis of statements
from energy companies and lessors
received regularly during the year. If

no reading or statement is available,
we estimate the consumption on the
basis of the average electricity con-
sumption at the country unit and the
floor space.

Heat consumption

Heat consumption is either based on
automatic data transfers from smart
meters or quarterly meter readings or
calculated on the basis of statements
from energy companies and lessors
received regularly during the year. If no
reading or statement is available, we
estimate the consumption on the basis
of the average heat consumption at the
country unit and the floor space.

In Sweden, heat consumption is calcu-
lated on the basis of information from
www.boverket.se (energy labelling of
buildings). The consumption figure is
calculated on the basis of the Group's
share of floor space in the various
buildings in Sweden. According to this
method, heat consumption at properties
without actual consumption in Finland
is calculated by using the key figures for
Sweden because of similar consump-
tion patterns in the branches.

Road transport

Road transport includes transport in
both company vehicles and employees’
cars for business purposes. Trans-

port in company cars is measured on
the basis of odometer readings from
drivers. Transport in employees’ cars is
calculated in kilometres as paid mileage
allowance divided by mileage allowance
payable according to current govern-
ment tariffs.

Air transport

Air transport is calculated in kilometres
on the basis of quarterly statements
from our travel agency, American
Express.
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Paper consumption

Paper consumption is calculated on
the basis of volumes purchased and
registered in the Group’s Dynamics AX
system or on the basis of statements
from external suppliers (only in Lithua-
nia, India and to some extent Sweden
and Denmark]. Paper consumption is
defined as copying and printing paper,
letterhead and envelopes with logos,
printed matter (internal and external
publications) as well as miscellaneous
(cards and books).
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Letter from the CEO

Dear reader,

2018 has been a year of change faor Maersk Drilling.
With the pursuit of a separation from A.P. Moller-
Maersk through a demerger and separate listing,
we are facing a future of great opportunity. The
2018 Maersk Drilling Sustainability Report marks
an important step on our way to becoming a stand-
alone company.

Our commitment to sustainability remains strong.
The world continues to be dependent on oil and
gas; our ambition is to ensure that this demand is
met in a responsible way, while continuously trying
to reduce the negative impact on the environment.
Our commitment to long-term value creation is
built on the 10 Principles of the UN Global Compact,
and we are inspired and guided in our activities by
the UN Sustainable Development Goals. As we will
be separating from A.P. Moller-Maersk's UN Global
Compact membership, we decided to reconfirm our
membership by rejoining the Global Compactas a
stand-alone entity. This report constitutes our first
own Communication on Progress (COP) Report to
the UN Global Compact.

A company is defined by its values. Sustainability is
nat only our license to operate - it is a reflection of
our core values. Through humbleness we give space
to other, and pay attention in order to learn and grow
as a company. Uprightness defines our way of doing
business with customers, suppliers and partners.
Constant care isimportant to us. We take care of
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today and actively prepare for tomarrow. By looking
ahead, we stay ahead. To build the right team and
attract good people, we prioritise our employees
and strive to give them good warking conditions.
We value our name, because it embodies our values,
our passion and our tradition. Our values inform our
actions as individuals and as a company, and they
will continue to define who we are in our future as
astand-alone entity. We take pride in these values
being part of our heritage.

Above all, the safety of our people is, and always will
be, our number one priority. A strong safety culture
permeates everything we do and stand for, offshore
as well as onshaore. After losing one of our colleagues
in a fatalaccidentin 2017, we have continued our
quest to find ways to prevent fatal accidents in the fu-
ture. This has informed a redefinition of how we think
of safety in Maersk Drilling, and led to the launch of
anew "Safety as Capacity" strategy in 2018. We have
worked, and will continue to work, strategically and
innavatively with safety in our operations in line with
our ambition to achieve industry leadership in HSSE
performance. We do this because safety is the foun-
dation of the operational success that Maersk Drilling
is known for, and because we will not accept that our
employees do not return home safely.

We are committed to contributing to economic and
social development. We take pride in the fact that
we help provide affordable energy to the world and
contribute to the development of local communities

through our local content programmes. We provide
great opportunities and professional development
for our people, and we strive to conduct business in a
responsible and sustainable manner through acting
with integrity and upholding a high degree of busi-
ness ethics. Respecting human rights and waorking
against corruptionin all forms is at the centre of our
values. We believe this is not just the best, but also
the right way to do business.

Looking ahead, we are excited to see what the next
years will bring. The changing industry context brings
challenges as well as opportunities. At Maersk
Drilling, we are ready to unlock those opportunities
with the aim of generating long-term shared value

- for us as a company, our investors, and for society
as awhole.

Jorn Peter Madsen
CEO



SUSTAINABILITY REPORT 2018

Our approach

to sustainability

Our business model

At Maersk Drilling, we support the oil and gas in-
dustry by providing high efficiency drilling solutions
for the Exploration and Production (E&P) and Plug
& Abandonment (P&A) of ciland gas activities. The
E&P constitutes the early phases of the oil and gas
lifecycle that require the construction of wells in
order to access oil and gas reservoirs, while P&A
constitutes the last stages of the drilling activities.
As a drilling contractor we are the first and last ones
present at the drilling site, and we provide custom-
ers with a drilling rig, associated drilling equipment,
and the skills and human resources necessary to
conduct drilling operations. The natural resources
extracted as a result of this process are the prop-
erty of our customers.

Due to this inherent division in our business madel,
the operational and legal responsibilities of the
environmentalimpact of drilling activities are
divided between Maersk Drilling and our customers.
This division isillustrated in the value chain on page
6, along with the most material environment and
safety areas related to our core business activities.

In addition to our own direct operational responsi-
bility, we also work to ensure that all people on our

MAERSK DRILLING

rigs, whether our own employees, the employees
of our customers or subcontractors, follow Maersk
Drilling's safety procedures.

Apart from the impacts resulting directly from our
drilling activities, we have a number of other sus-
tainability topics related to our daily business oper-
ations. These include engagement with suppliers
and other third parties, human and labour rights,
security, and economic and social contribution to the
communities in which we operate. These aspects are
allreflected in how we work with sustainability.

Sustainability governance and risk management
Sustainability is an integrated part of how we do
business. Sustainability performance is part of our
general decision-making structures within key areas,
such as health, safety, security and environment
(HSSE), procurement, legal, and manning. As part of
the preparation for the separation from A.P. Moller-
Maersk through a demerger and separate listing,
Maersk Drilling has developed our own policies and
approaches during 2018, as well as taken over a
number of sustainability-related processes from
A.P. Moller-Maersk.

The Board of Directors is the highest authority of
Maersk Drilling and oversees our sustainability work.
At the beginning of 2019, Maersk Drilling established
a new Safety and Sustainability Committee compris-
ing of, among others, the Chairman of the Board. The
Safety and Sustainability Committee will be the main
governing bady in managing sustainability issues
across Maersk Drilling in the future. The main func-
tions of the Sustainability Committee will include:

- Overseeing the identification, management and
mitigation of risks, including the related policies
associated with sustainability

- Endorsing strategies and positions on sustain-
ability within Maersk Drilling

The Senior Management Team, consisting of the
seven top executives in charge of daily operations in
Maersk Drilling, has the overall respansibility for our
sustainability programmes and performance with
specialist support from appainted working groups.

Sustainability is integrated into the overall Enter-
prise Risk Management, and sustainability risks are
identified, evaluated and managed together with
other business risks.

N
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Sustainability
isnot only our
license to operate
- itisareflection
of our core
values.
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Sustainability focus areas

Maersk Drilling’s Sustainability Policy provides
guidance on how we conduct business. The policy is
built on the ten principles of the UN Global Compact,
the Universal Declaration on Human Rights, and

the Fundamental Labour Conventions of the Inter-
national Labour Organisation (ILO). This high level
Sustainability Policy is supported by a number of
subject-specific policies, which guide us in our daily
operations. The Sustainability Policy was formulated
in 2018, and approved in the beginning of 2019.

In 2018, we mapped out the UN Sustainable Devel-
opment Goals (SDG's), and identified the goals on
which we have the largestimpact through our busi-
ness operations. Our business impacts all of the 17
SDGs, either directly or indirectly. However, we have
identified and focused on the SDGs that we belive
Maersk Drilling can influence the most through our

daily business. These goals cover issues that are
already core to our sustainability efforts, including
safety, climate and environment, anti-corruption, hu-
man and labour rights, responsible procurement and
diversity. While Maersk Drilling contributes positively
to a number of the SDGs, we also have a negative
impact on SDG 13 related to Climate Action, as we
contribute to the production of fossil fuels. Due to
the projections for oil and gas dependence for the
next decades, we see it as our main duty to ensure
that this demand is metin a responsible way, with

a focus on minimising the negative environmental
impacts where possible. Through our growing focus
on innovation, we will continue to seek ways to min-
imise our negative impact on the climate, as well as
continue to strengthen our positive contribution to
the other SDG's. Please refer to the section Ambition
and Progress on page 16 for further information on
how we impact the SDGs.

Our Sustainability Focus Areas

Safety

Our People and Human Rights

MAERSK DRILLING

Local Content

Climate & Environment

Responsible Business
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Our position and
role in the oil and
gas value chain

Maersk Drilling
operational responsibility

Training and technical skills of
employees and contractors

Safety of employees and third
parties on board our rigs

Handling of chemicals onrigs

Spills of hazardous
materials to sea

Sorting of household
waste on board ourrigs

Fueluse in between operations

Customer operational
responsibility

Appropriate disposal of
drilling waste (cuttings)

Impact assessment of drilling
activities prior to drilling

Fuelconsumption during
drilling operations

Security of wells after drilling

Safety of customer staff and
upholding of Maersk Drilling
safety instructions
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Maersk Drilling

Offshore drilling rig service
Reliability - Safety - Efficiency
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Safety

The safety of our people is our number one priority.
Safety is our foundation for delivering the opera-
tional excellence that Maersk Drilling is known for,
safety permeates everything we do and stand far,
offshore as well as onshore. Reaching our ambition
of ZERO serious incidents requires excellent safety
management and procedures, as well as commit-
ment from leadership and all our employees. We
work to strengthen the overall safety performance
of the industry as a whole through close cooperation
and knowledge sharing.

A strong safety culture

Building and maintaining a strong safety culture is

a key objective for Maersk Drilling, as well as for our
customers. We support the continuous involvement
of our workforce in HSSE issues, and the develop-
ment and improvement of the safety culture for all
people working on board our rigs, whether customer,
supplier or Maersk Drilling representative. Our safety
culture is built around our four Safety Behaviours:
Safe Start. Do It Right. Say Stop. Watch Out. Our fun-
damental operational mandate "Authorised to Say
Stop" gives everyone, offshore and onshore, the right
and the obligation to stop any job that he or she
deems unsafe. Ancharing these safety behaviours
into the DNA of how we work benefits each
employee’s personal safety and that of their col-
leagues and contractars, as well as the safety of our
customers and third parties on board our rigs.

To support our HSSE efforts, we utilise our inte-
grated digital Safety Management System SIRIUS.
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This provides all employees, customers and other
third parties access to safe and efficient process
flows and reference documents that describe how
activities are performed by Maersk Drilling.

The system is built to support delivery of high ef-
ficiency, high quality and high HSSE performance,
and to support continuous improvement. SIRIUS is
designed to comply with 1ISO 3001, OHSAS 18001, ISO
14001, IMO ISM Code, IMO ISPS Code and API Q2.

In December 2017, we lost one of our colleaguesin a
fatalaccidentin the North Sea. Investigating the root
cause of this has had high priority throughout 2018,
and we have seen it as our prime responsibility to en-
sure that we have the capabilities to prevent similar
incidents in the future — not just at Maersk Drilling, but
in the industry as a whole. We have therefore shared
our learnings ata number of industry conferences,
and have implemented several operational modifica-
tions, such as updating our lifting procedure.

The assumption is that our employees will often
have to deviate from the planned procedure in arder
to accommodate for the changing environmentin
which they work. To manage the constant changes
in the workplace, we have to identify and develop
the capacity and controls that need to be in place
in order to secure that our workers are equipped to
follow safety procedures in spite of changes in the
external environment. When we deviate, we have
to acknowledge that hazards also develop, and
then make sure to maintain the barriers between

reality of waork and the emerging hazards. To do
this, we need to identify and deeply implement
Safety Behaviours and control mechanisms that
will enable us to manage barriers and prevent the
emerging hazards from becoming incidents.

This has redefined how we wark with safety at Maersk
Drilling, and has led to the launch of our new "Safety
as Capacity" strategy in 2018. "Safety as Capacity"

is built around three projects: Project X, Simple to Be
Safe, and Out of Harm's Way.

Our safety performance 2018 2017 2016
LTI Frequency 0,92 0,53 0,49
TRC Frequency 2,61 2,66 2,44
Fatalities 0 1 0

In 2018, we experienced an increase in our Lost Time
Incidents (LTI) frequency with low severity. Although
this was mainly due to an increase of incidents related
to dropped objects and lifts at the beginning of 2018,
the development has not been satisfactory, and we
have not been able to meet our safety targets for
2018. To reverse this trend and to make sure that our
employees can return safely to their homes, we have
completed a Safe Working with Loads project aiming
atimproving lifting competencies across our rigs. The
updated lifting manual was rolled out in October 2018
and our focus is now on embedding the learning in
the organisation. Focus has also been on Hands and
Finger injuries and an updated Hands and Fingers
Injury Prevention campaign has been rolled out
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Reaching our
ambition of ZERO
serious incidents
requires excellent

safety management
and procedures, as
wellas commitment
from leadership and
allouremployees
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simultaneously with a review of personal protective

equipment. To manage drops, we have in 2018 piloted
the use of augmented reality for drop inspections and
if the pilotis successful, we expect full roll outin 201S.

We have been improving our ability to conduct
advanced root cause analysis through training of
our investigators in STAMP Advanced Root Cause
Analysis. All these initiatives make us confident
that we can further strengthen the prevention of
accidents from occuring on Maersk Drilling rigs,
as well as improve our performance within Total
Recordable Cases (TRC) frequency

Strengthened
barrier management

Barrier managementis about setting up barriers to
reduce the risk of a major accident. Maersk Drilling’s
Barrier Management programme provides a robust,
integrated and consistent approach for management
of these barriers using the Swiss Cheese logic -
meaning that the following barrier will catch the error,

if the prior barrier misses this. We are currently in the
3rd generation of our barrier management, and we
have in the past years been working on reviewing and
updating the barrier management on board all of our
rigs to ensure that we have the highest and most up
to date standards and procedures. In 2018 we have,
among other things, rolled out our e-learning courses
to all of Maersk Drilling with focus on our strength-
ened barrier management strategy. This is one of the
activities to support our building capacity philosophy.

Making safety smarter

Control of Work is a new innavative project under Sim-

ple to be Safe, aimed to make Maersk Drilling's work

processes simpler, smarter and more fit for purpose.

Through use of innovative technology we work to:

- Improve visibility and make it easier to share
knowledge related to safety on a real time basis

- Make it faster and easier for our employees to
make informed safety-related decisions

- Significantly reduce administrative burdens in
hazardous or complex work, and thereby free up
time for high-quality safety conversations

If barriers are not in place and kept intact,
there is a risk of a major accident

Hazards

Barriers

Accident

Safety as capacity

Project X

Project X is about building the capacity
of our people to prevent incidents from
escalating, and recognise when some-

thing could go wrong.

We are redefining how we manage
safety, from measuring incidents and
near-misses to also measuring capacity.

In 2018, we have:
- Conducted training for 100%
of our Offshore Installation
Managers, HSSE advisors,
and Senior Management Team
- Conducted master classes about
the Safety as Capacity philosophy
for the majority of our customers
- Worked on developing a frame-
work for measuring capacity as
a safety indicator

Simple to Be Safe

Nobody should ever be in doubt of

how to perform a task safely. We are
removing complexity, reducing adminis-
tration, and innovating new solutions to
digitalise and make our work processes
more transparent. We want to make it
Simple to Be Safe.

In 2018, we have:

- Piloted our Control of Work project
on four rigs. Expected fleet-wide
implementation is April 2019

- Digitalised our safety cards

- Continued implementation of our 3rd
generation of barrier management

- Updated our lifting procedures
to reduce the risk of incidents

Out of Harm’s Way

In Maersk Drilling, we truly want to bring
our people Out of Harm’'s Way. We are
challenging how we work with safety, not
only as a priority but as a commitment.
We are thinking out of the box for ways
to eliminate risk, and use of innovative
technology and redesign of existing
procedures, to move our people Out of
Harm'’s Way.

In 2018, we have:

- Allrigs have submitted 5 Out of Harm’s
Way initiatives and implemented 4-5 of
their own initiatives on their rig.

- Allsubmitted initiatives have been
assessed by HQ specialists and 12
have been identified for implementa-
tion onrigs across our fleet. This will
be the focus in 2019.
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Climate and
environment

Governments around the world are increasingly
focused on enacting laws and regulations regarding
climate change and regulation of greenhouse gases,
and implementing measures aimed at reducing
reliance on oil. While we at Maersk Drilling support
the Paris Climate Agreement, the transition to a low
carbon economy will take time, and projections show
that the world will be dependent on oil and gas for
decades to come. We are committed to supporting a
smooth transition by providing drilling services in an
environmentally responsible way and reducing the
environmental footprint of our operations. Our Corpo-
rate Major Accident Prevention Paolicy is setin place
to reduce the risk of major accidents occurring within
our organisation to as low as reasonably practicable,
and to comply with allrelevant health and safety and
environmental legislations.

Spills

We are working systematically towards achieving
our ambition of ZERO spills of hazardous materials
into the world’s oceans. We are closely monitoring
spills through a number of initiatives, including our
Work Execution Process for planning and assessing
risks, our incident report and investigation process,
and our Plan Do Study Act (PDSA) methodology and
after-action reviews focusing on major spills. We
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Number of spills to sea 2018 2017 2016
>10m? 0 0 0
>0.16m?<10m? 0 1 0

have also implemented a number of behavioural
initiatives to reduce minor spills to sea. An example
of this is our approach of always carrying everything
over the deck - this way we may not be able to pre-
vent the spill, but we can contain it to ensure that it
does not contaminate the sea. This way, we man-
aged to avoid any larger spills to sea in 2018.

Energy efficiency

At Maersk Drilling, we are actively working to reduce
the carbon footprint of our operations, and our fuel
optimisation team calculates optimal load and
speed of our rigs to ensure minimum fuel consump-
tion. In 2018, we saw a slight increase in our own fuel
oilusage and scope 1Greenhouse Gas (GHG) emis-
sions, mainly due to an increased number of rigs in
operation, and longer transportation distances of
our rigs. Having said this, our main climate footprint
in this area relates to fuel use of our customers,
while operating our rigs. We are supporting the car-
bon reduction ambitions of our customers, and are
working through partnerships to find new innovative

and commercially viable solutions to reduce the fuel
use and thereby the carbon footprintin the oiland
gas supply chain.

Even though few drilling rigs were originally de-
signed with fuel efficiency in mind, we have devel-
oped a fully digitalised fuel and energy monitaring
system - Energy and Emissions Efficiency (EEE)

- which provides near real time information. The
system uses advanced analytics that can be used to
learn and optimise towards more fuel efficient be-
haviour. While EEE is still in the development phase,
and the commercial viability therefore still needs to
be verified, we have worked with EEE on board an
Ultra Harsh Environment Rig in Norway during 2018,
resulting in a reduction of energy consumption of
approximately 20% from the baseline, and a saving
of 25 thousand tons CO2 emissions for our custom-
ers. The EEE monitoring system also allows more
precise decision making in terms of potentially
introducing tailored energy efficiency solutions
such as flywheels, battery based systems or equip-
ment upgrades. In 2018, we have also worked with
advanced analytics to be able to predict GHG emis-
sions and energy consumption per well, in order to
be able to target process optimisation and energy
efficiency even further.

LLLA
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We are working
systematically
towards achieving
our ambition of ZERO
spill of hazardous
materials into the
world’s oceans.
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Chemical management

Apart from energy consumption and GHG emissions,
the use of chemicals at our rigs pose a risk to the
environment, as well as the health and safety of our
employees.

At Maersk Drilling, we work systematically with
chemical management to reduce the risk of negative
impact to the long-term health of our workers, and
to avoid a negative impact on the environment. Our
chemical management team conducts risk assess-
ments of all chemicals used by Maersk Drilling as
well as third parties, and chemicals with a high risk
factor are replaced with less hazardous chemicals
wherever available. In 2018, we conducted a total of
497 chemicalrisk assessments.

Innovation for climate change resilience

In 2018, we mapped our existing innovation portfolio, and
defined focus areas for innovation to respond to the risks
that climate change will pose to our business model and
operations in the future.

In 2019, we will intensify our focus on innovation through
our new "Green Greener Sustainable" project. Initiatives
include further optimisation of energy efficiency of our rigs,
exploring possible alternative sources for use of our assets,
as well as investigating the development of our capabilities
to be able to engage in alternative energy solutions.

Waste

At Maersk Drilling, we are committed to using re-
sources efficiently, reducing our impact on the local
environment and saving operational costs in line
with our legal responsibilities. Our waste manage-
ment can be divided into two main areas: waste from
our operations (including hazardous waste) and
household waste at our rigs. We work systematically
to reduce our operational waste, including cleaning
and reusing our drilling mud.

Cuttings (drilling waste such as earth and mud),
are legally the responsibility of our customers.
Though waste handling of our customers is not

an integral part of our contract, we offer to assist
our customers with handling and disposal, in order
to ensure that this is done in an environmentally
responsible manner. Furthermore, we sort all of our
household waste at our rigs.

Maersk Invincible

Since May 2017, Maersk Invincible has been the world’s
first harsh environment jack-up drilling rig to operate
entirely on shore-power. Positioned in the North Sea, the
rig is 100% powered by Norwegian hydropower through
a 294 km long cable, and is thereby running entirely on
green energy.

The shore-based power not only reduces emissions from
operations, but also reduces cost and time for main-
tenance of diesel engines and generators, and gives a
better work environment on the rig due to reduced noise
and vibrations.
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Our people

At Maersk Drilling, we are committed to fostering a
work environment and company culture character-
ised by trust and respect. We believe in developing
our employees and providing opportunities for
healthy personal and professional growth for every-
one employed.

As a company operating all over the world, we keep
a strong focus on the warking conditions of our
employees, and we are committed to respecting
human rights, including the principles set forth in
the International Declaration of Human Rights and
the Fundamental Labour Conventions of the ILO.
Our commitment to human and labour rights goes
beyond our own employees, and also includes con-
tractors and other people operating on our rigs and
within our supply chain.

At Maersk Drilling, we aim to create the best oppor-
tunity for our employees to grow and thrive. With

a strong focus on maintaining a good, inclusive

and collaborative working environment and strong
feedback culture, we ensure the best conditions for
the personaland professional development of our
employees, which is in line with our Core Values.

Developing our people

Maersk Drilling provides strong opportunities for
development within international careers for our
people. People Performance Management is an
ongoing process throughout the yearandis an
integrated part of our everyday leadership. In 2018,
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we have further strengthened our focus on feedback
and meaningful career development conversations
as a tool for People Performance Management.

Career development and training is not only key

for us onshare, but also offshore. For our offshore
employees, we have developed a three-level compe-
tence matrix that all our employees, including con-
tractors, go through:

- Level1: Our license to operate is the compliance
training that guarantees compliance with regula-
tory and customer requirements.

- Level 2: In addition to level 1 training, we build
specific Maersk Drilling competencies for all of
our employees. This layer contains our procedural
training, which secures the ability to comply with
our operating procedures and systems.

- Level 3: Our leadership, values and performance
training is designed to enable our leaders and
teams to deliver consistent, high performance.

Our strong focus on development of our people

not only ensures that we attract and maintain the
strongest talent, but also ensures the employability
of ouremployees in the future. Furthermore, it de-
velops the skill base of employees locally, which is a
benefit for our people, Maersk Drilling, and the local
communities in which we operate.
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Compass - our new employee experience survey
Throughout 2018, a key focus was to empower

our employees. As a step in this process, we have
replaced our annual engagement survey with
Compass, a quarterly experience survey launched
in September 2018. The aim of the transition is to
facilitate feedback from the organisation, and to
focus on employee experience throughout the year
rather than on an annual basis.

The first survey showed that our employees truly
care about the values of Maersk Drilling - these
values define who we are, and will continue to do so,
also as a stand-alone entity. Furthermore, Compass
showed that our employees feel empowered to inno-
vate through continuous improvement in their work.
However, the past two years of insecurity about the
future of Maersk Drilling also resulted in our em-
ployee loyalty score being below our target. In 2019,
we will follow up on this through further studying
the employee experience, and take diligent action to
strengthen employee loyalty in the future.

Maersk Drilling employees in 2018 Female Male
Employees - total M% 89%
Employees - onshore 35% 65%
Employees - offshore 2% 98%
Managerial positions (level 5+) 19% 81%
Diversity

At Maersk Drilling, we work to create a diverse and
inclusive organisation. We firmly believe that inclusion
increases company performance and enables us to
meet challenges and generate sustainable value. One
of our mostimportant differentiators is our people; we
depend on being able to attract and retain diverse tal-
ents globally to succeed in our strategy and deliver on
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our commitment to our customers. We strive to build
aculture of professionalism, agility, innovation and
reliability, and for this we need skilled, broad-minded
and tolerant employees of diverse backgrounds.

We do not tolerate discrimination against any em-
ployee or job applicant based on the individual's race,
colour, religion, gender, sexual orientation, national
origin, age, disability, or any other personal attri-
butes. In 2018, we have formulated a new Diversity
and Inclusion policy, emphasizing our commitment
to ensuring a diverse workforce and management,
and to maintaining an inclusive work environment
that builds on our core values.

In 2018, our Board of Directors consisted of three
members, all of which were male, which means that
the diversity target for the Board of Directors was
not metin 2018. As part of the preparation process
for the demerger through a separate listing from
A.P. Moller-Maersk, new members for the board were
announced in January 2019. The new board consists
of five members, of which one is female. Our target
is to have two female board members elected no
later than at the annual general meeting to be

held in 2022.

Ourindustry is statistically dominated by males,
especially amang our offshore employees. However,
Maersk Drilling warks actively, to increase the level of
women in managerial positions. When assessing em-
ployees for promation, we take into account that the
populationis diverse in terms of gender. Furthermaore,
our maternity policy is aimed at attracting and retain-
ing talent across Maersk Drilling. The palicy gives all fe-
male employees a minimum of 18 weeks of maternity
leave (or longer, if set by local legislation), and the op-
portunity for a 4 day work week for the first 12 months.
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[.ocal content

Itis at the core of Maersk Drilling’s values to contrib-
ute to economic and social development, develop
localemployees, and transfer knowledge to local
communities. In order for an operation to be a suc-
cess, it has to be mutually beneficial to both the op-
erator, the country in which we operate, and Maersk
Drilling. For this reason, we prioritise our local con-
tent programmes in our operations, focusing on
employment, procurement, local investments and
community engagement. Our overallambition is to
increase shared value by proactively engaging with
the different stakeholders. Many of the countries

in which we have a long-term presence, have very
high local content requirements for employment
and procurement. Nevertheless, our aim is to move
beyond compliance by reaching or, where possible,
outperforming these targets. We do this by actively
engaging to develop the skills and capacity of em-
ployees and suppliers in the local communities in
which we operate, which in turn allows us to recruit
and source locally as much as paossible.

Working with local employmentis a natural part of
ourvalue set, growth ambitions and way of warking.
When a localemployee is hired, an individual training
planis prepared based on the employee’s previous
experience, competencies and allocated training pro-
gramme. These programmes include courses to up-
skillemployees to the required level prior to attending
regular courses as part of the rig specific training ma-
trix or on-the-job training. Furthermore, allemployees
attend an Offshore Starters Day course, with focus
on safe behaviour, successful collaboration, and the
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values of Maersk Drilling. Through these initiatives,
we have managed to reach our targets in the the ma-
jority of our local content programs.

In Egypt and Azerbaijan it has been difficult to find
local employees for staffing highly qualified posi-
tions, which is why our target has not been metin
these countries. Therefore, we are working on
providing employees with additional experience at
our rigs during our trainee programs and to facilitate
practical experience, which is aimed at developing
the skills of local employees.

Localvendors are selected in accordance with

our Third Party Cade of Conduct and our Respon-
sible Procurement program, and we conduct local
Supplier Days, where we inform, develop skills and
capacity, and work together with local suppliers to
help them meet the expectations in our Third Party
Code of Conduct.

Overview of Local Content programs in 2018

Contractors

In Maersk Drilling, we hire local employees directly
whenever passible. However, when we do not have
employment entities at the countries of operation,
which mostly applies to shorter contracts, we use
manning agencies to contract local employees.

In these cases, we contractually demand decent
working conditions of our contractors. Our com-
mitment to respecting and promoting human and
labourrights is also reflected in our approach to
contractors, and we oppose all forms of forced and
bonded labour, child labour, human trafficking and
allother forms of exploitation. All our manning agen-
cies are subject to risk assessments in line with our
Respansible Procurement programme. In 2018, we
have conducted on-site audits of manning agencies
in Ghana, Malaysia and the United Kingdom. For
each of the audits, corrective action plans have been
established, and we are following up on these onan
ongoing basis.

Local Staff Local Procurement
Target Result Target Result
Ghana* 40% 54% 40% 40%
Brunei 70% 78% 34% 42%
Egypt 70% 62% N/A 30%
Azerbaijan 90% 86% N/A 37%
Malaysia** N/A 25% N/A 16%
Trinidad** N/A 15% N/A 40%

*40% is average across categories. ** Stacked. No longer in operation.
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Maersk Drilling
in Ghana

Maersk Drilling has been
engaged in Ghana since
2015. Through our contin-
uous engagement with
local stakeholders and
communities, and through
continuous investments in
building capacity locally,
we have been able to reach
our local content target in
2018. We have invested
approximately USD 3
million in the Rigworld
Training Centre in Takoradi.

The centre specialises

in providing customer
focused safety training
services and products to
several industries, includ-
ing offshore oil and gas,
maritime, underwater and
construction. Rigworld
Training Centre was
OPITO certified in 2018
and thereby strengthens
Ghana'’s training capacity
by providing a world class
facility for offshore and on-
shore industrial training.
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Responsible business

Anti-corruption

Corruptionisillegal, harms society and is against our
Core Values. Maersk Drilling works actively to ensure
that we do not engage in corruption of any kind.
Maersk Drilling is committed to acting in an upright
manner when dealing with customers, suppliers, gov-
ernment representatives and all other third parties.

In order to ensure that our suppliers and business
partners comply with our Code of Conduct, and to
mitigate the risk of third parties engaging in corrupt
practices on our behalf, we have developed an ex-
tensive legal compliance due diligence framewark,
consisting of identifying and assessing risks, and

defining mitigating measures to address those risks.

Our legal department conducts anti-corruption and
legal compliance due diligence of the third parties
with which Maersk Drilling transacts. The risk as-
sessments are conducted using a set of pre-defined
risk screening parameters and tools, depending on
the risk category of the third party.

Furthermore, legal compliance risk assessments are
anintegrated part of our operations when entering
new jurisdictions or countries. We assess specific
compliance risks related to the country’s relative
incidence of corruption, its competition laws and the
foreign trade controls that apply to transactions in-
volving the country, as well as the general rule of law
and any risk of acute disregard of human rights. For
each of the identified risks, appropriate risk mitiga-
tion measures are defined and implemented.

MAERSK DRILLING

—

In 2018,
we conducted 22
supplier assessments
within the framewaork
of our Responsible
Procurement
programme
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Anti-corruption and legal compliance risk assessments in 2018

Ezi:i::gory Due diligence level Number of assessments

| Providers of Compliance-Neutral Goods & Services 7,335 assessments of MD suppliers and suppliers’ banks
1] Consulting & Professional Services 35 assessments

1 New Potential Customers with 100% Local Ownership 2 assessments

\Y Providers of Compliance Sensitive Goods and Services 70 assessments

Vv Business Partners, eg. JV partners 3 assessments

Ensuring a high degree of business

ethics among Maersk Drilling employees

Itis of utmost importance to us that our employ-
ees share the commitment to anti-corruption and
maintain a high degree of business ethics in our daily
operations. In September 2018, we launched a new
Code of Conduct for employees, consultants and
third parties, which specifies our commitment and
expectations within the areas of HSSE, Our People,
Our Assets, and Our Interaction with Third Parties.
The Code of Conduct has been extensively commu-
nicated throughout the organisation, both onshore
and offshore.

All of our onshore employees receive regular anti-
corruption, fair competition, foreign trade controls
and data protection compliance training as defined
by the Maersk Drilling compliance training matrix,

which specifies training topic, audience and type
(in-person, e-learning, written information briefs).

We have strict requirements regarding giving and
receiving gifts and entertainment, which are speci-
fied in our gifts and hospitality guidelines. We only
provide and accept gifts and entertainment that are
for genuine business purposes, of a legitimate na-
ture and not overly extravagant or frequent. All gifts
and entertainment events given to third parties are
transparently captured in our Enterprise Resource
Planning system, and any gift or hospitality received
on an exceptional basis in excess of the pre-defined
limits must be recorded in our Hospitality Book.

Ethics Hotline
In 2018, Maersk Drilling launched our new Ethics
Hotline, a reporting tool accessible via our website
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which is available to internal and external stake-
holders, and is managed by an independent third
party. The aim of the Ethics Hotline is to enable
reporting of any observations of legal violations

or violations of Maersk Drilling policies or Code of
Conduct, and we have communicated the launch
of our Ethics Hatline extensively in connection with
the launch of our new Cade of Conduct. All legiti-
mate reports received are investigated according
to our established procedures.

Reported cases in 2018

Number of reported cases closed in 2018 8

Number of substantiated cases closed in 2018 4

In 2018, we closed four substantiated cases relating
to conflicts of interest, theft/misuse of company
assets, and improper modification of company
records due to lack of understanding of applicable
procedures. All cases have been duly handed and
appropriate remedial and mitigating actions taken
to minimise risk of future reoccurrence. Mitigating
actions were mainly related to reinforcement and
insurance of proper execution of existing processes,
as wellas HR disciplinary measures.

Security

Maersk Drilling operates acrass the world in areas
with diverse security risks. Wherever we conduct
business, itis our priority to ensure our employees and
anyone physically present at a Maersk Drilling facility,
as wellas our assets and operations, are secure.

Maersk Drilling’s security team is responsible
for onshore and offshore security in accordance
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with our security management framework, which
is based upon industry best practice standards,
including 1SO 31000, as well as the IOGP and API
Security Risk Assessment (SRA) guidelines.

The team provides and maintains an averview of
the security threat and risk landscape of Maersk
Drilling's global operations. Security risk assess-
ments are conducted in countries of medium-high
security risk, and are an inherent part of all of our
business decisions and operations, from our choice
of entering a new market or area, and throughout
the operational life cycle. For each identified risk,
appropriate control and mitigation measures have
been defined, in order to mitigate the identified se-
curity risks for our people and operations.

We never use non-approved protection measures in
our security operations, and our security policies and
measures are in accordance with UN Global Com-
pact, the Universal Declaration of Human Rights,
Voluntary Principles on Security and Human Rights,
GDPR, as well as international and national laws and
standards. We did not have any severe security inci-
dentsin 2018.

Responsible procurement

At Maersk Drilling, we are committed to working
with our business partners to promote responsible
practices throughout our supply chain around the
waorld. Our aspiration is to ensure that all our part-
ners acknowledge our values and share our com-
mitment to conducting business in an ethical, legal
and saocially and environmentally responsible man-
ner. Through our Respansible Procurement pro-
gramme, which is based on our Third Party Code of

Conduct, we work to ensure that our suppliers live
up to our requirements of anti-corruption, health
and safety, labour and human rights, environment,
and subcontractor management.

In order to ensure a targeted supply chain due dili-
gence process with an emphasis on suppliers with
the highest risk of adverse impacts on human rights
and the environment, we have defined a number

of high risk categaries, on which our due diligence

is focused. This encompasses our Responsible
Procurement questionnaire, desktop supplier as-
sessments, supplier audits and supplier corrective
action plans. In 2018, we conducted 22 supplier as-
sessments within the framework of our Responsible
Procurement programme, as well as six on-site au-
dits focusing on human rights and labour conditions,
environmental management, and health and safety.
Corrective action plans have been established by the
audited companies, and non-conformities have been
duly handled.

High risk
categories

Rigs under
construction

Security and safety
(guard services)

Professional
services
(HR services)
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Ambition and progress

Issue

Safety

Climate

Environment

People

Impact on people
and society

Safety at work is a basic human right. The ultimate risk is
thata major accident or fatality will occur in connection
with our operations.

Air emissions from our drilling activities have a negative
impact on the natural environment and contribute to cli-
mate change. More severe weather events, higher extinc-
tion rates for animals, more acidic oceans and higher sea
levels are the consequences of rising temperatures due to
climate change.

Major spills of hazardous materials to the world’s oceans
may have serious and long-lasting impacts on the
environment, ocean health and biodiversity, as well as
human health.

Our people are at the centre of our performance, and the
key enablers of our business results. A working environ-
ment without sufficient mativation or opportunities for
development will not only impact the overall well-being
and job satisfaction of our employees, but may also im-
pact our business performance.

Discrimination prevents people from living up to their full
potential, creates inequality as well as less stable and
prosperous societies.

Ambition

Keeping our employees safe is our ultimate responsi-

bility as an employer. Safety goes beyond compliance
and license to operate - itis about our key values. Our
ambition is to achieve ZERO serious incidents.

Operating in the oil and gas sector, we are a part of a value
chain in which the end-product is contributing to green-
house gas emissions. Nevertheless, the world will remain
dependent on oil and gas for a foreseeable future. In part-
nerships with our customers, we are working to reduce
the carbon footprint of drilling activities in our operations.

Our ambitions is to achieve ZERO major spills of hazard-
ous materials to the world’s oceans.

We are committed to fostering a work environment and
company culture characterised by trust and respect.

We work to create a diverse and inclusive organisation be-
cause we believe it strengthens our company and enables
us to meet challenges and generate sustainable value.
We do not tolerate discrimination against any employee
orjob applicant based on personal attributes, and we aim
to achieve an equal gender distribution in managerial
positions.

Progress
in2018

We have redefined our approach to safety and launched
our Safety as Capacity strategy, including a number of
innovative initiatives related to the three projects Project
X, Simple to Be Safe and Out Of Harm's Way. We have
worked to transform our safety system, developed further
controls and capacity to recover from major incidents, and
embedded new safety habits among our employees.

In collaboration with our customers, we have worked to
develop and implement new viable solutions to reduce
the carbon footprintin the oiland gas supply chain, for
example through implementing our new EEE program on
an Ultra Harsh Environment Rig in Norway.

We have increased our focus on innovation and defined
our focus for green innovation projects for the next years.

We work to minimise spills to sea through our Work
Execution Process for planning and assessing risks,
ourincident report and investigation process, and our
Plan-Do-Study-Act (PDSA) methodology and after action
reviews focusing on major spills.

As aresult, we have managed to avoid any major spills of
hazardous materials.

We have launched Compass, our new quarterly employee
experience survey.

We have increased the level of women in the organization
from 10% in 2017 to 11% in 2018, as well as increased the
level of women in managerial positions from 17% in 2017
t019% in 2018.

Impact
onsdg's

8.8 Protect labour rights and promote
safe and secure working environments
for allworkers

13.1Strengthen resilience and adaptive
capacity to climate-related hazards and
natural disasters in all countries

17.7 Enhance the global partnership for
sustainable development to support the
achievement of the SDGs

12.4 By 2020, achieve the environmentally
sound management of chemicals and all
wastes throughout their life cycle,

14.1By 2025, prevent and significantly re-
duce marine pollution of all kinds

5.1End all forms of discrimination against
allwomen and girls

8.5 By 2030, achieve employment and
decent work for all

Outlook

We will continue to work strategically and innovatively
with safety, focusing on strengthening the capacity of our
employees as well as utilising new technology to make our
safety systems simpler, smarter and more fit for purpose.

In 2019, we will look into possible innovative solutions
as a part of our Green Greener Sustainable project.

We will conduct an in-depth assessment of how
climate change risks may impact out business in the
short, medium and long term, drawing on the TCFD
recommendations

We will continue our targeted efforts to reduce
spills to sea.

We willincrease our focus on handling the drilling waste
of our customers, in order to ensure that this is done in
the most environmentally correct way.

In 2013, we will work to raise employee loyalty across
all of Maersk Drilling to reach our target.

We will closely examine the possibility of conducting
gender bias training in our recruitment process.
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Ambition and progress
(continued)

Issue

Local content

Anti-corruption

Security

Responsible procurement

Impacton
society

Local employment, procurement, and transfer of knowl-
edge to local communities is a pre-requisite for our oper-
ations to contribute to economic and social development
in the countries, in which we operate. However, lack of
local talent, as well as the inability of local suppliers to live
up to our expectations in our Third Party Code of Conduct,
may result in an inability to fulfil our local content targets,
and therefore limit our contribution to the countries and
local communities in which we operate.

Corruption is a systemic issue in many of the countries
in which we operate, undermining social and economic

development and destabilising the business environment.

Non-compliance with legislation on bribery and corrup-
tion may lead to legal and reputational risks, extra costs,
inefficiencies in our business, and ultimately debarment
from markets.

Many of the locations in which we operate have diverse
security risks. If these risks are not managed and miti-
gated correctly, they may pose significant security risks
for our people, assets and operations.

Procurement practices of companies have an impact on
environmental, social and economic conditions around
the world, either furthering or holding back the develop-
ment of a more sustainable world. At Maersk Drilling, we
engage with a considerable number of local and inter-
national suppliers, not all of which necessarily share our
commitment to responsible business practice.

We have identified three procurement categories, which
we deem as having an especially high risk of adverse
impacts on human rights and the environment; 1) Rigs
under construction, 2) Manning agencies and 3) Security
personnel.

Ambition

Our overallambition is to move beyond compliance with
local content requirements, and to increase shared value
by proactively engaging with stakeholders. We work

to build capacity of local employees, and host supplier
days to raise awareness of the possibilities and our ex-
pectations regarding ethical business conduct for local
suppliers.

We work actively to ensure that we do not engage in cor-
ruption of any kind. We are committed to acting in an up-
right manner when dealing with customers, our suppliers,
government representatives and all other third parties.
Our overallambition is to be able to stay true to our Core
Values by always complying with all applicable laws re-
garding ethical business conduct.

Our ambition is to achieve ZERO security incidents. We ful-
fil our duty of care by applying the PEARS madel, protect-
ing in order of importance, People, Environment, Assets,
Reputation, and Stakeholders from potential harm.

Our commitments and values oblige us to ensure that our
suppliers’ business practices do notimpact negatively on
environmental or social issues.

Our commitment to respecting and promoting human
and labour rights are applied to everyone engaged in
our supply chain, and we oppose all forms of forced and
bonded labour, child labour, human trafficking and all
other forms of exploitation.

Progress
in2018

We have managed to achieve local employment ratio be-
yond our target in four out of six of our local content pro-
grammes. All of our procurement initiatives are beyond
legal requirements, and thereby Maersk Drilling driven.

In 2018, we have launched a new Code of Conduct for em-
ployees, as well as our own ethics hotline.

We have continued to conduct security risk assessments
of all countries in which we operate from our choice of
entering a new market or jurisdictions, and throughout the
operational life cycle. We have not had any severe security
incidents in 2018.

We have conducted six on-site audits related to human
rights and labour conditions, environmental manage-
ment, and health and safety. Three of these audits have
been of manning agencies in Ghana, Malaysia and United
Kingdom, respectively.

Impact
onsdg's

8.5 By 2030, achieve employment and
decent work for all

12.6 Encourage companies, especially
large and transnational companies, to
adopt sustainable practices

16.5 Substantially reduce corruption and
bribery in all forms

16.3 Promote the rule of law and
ensure equal access to justice

8.7 Take immediate and effective meas-
ures to eradicate forced labour, end
modern slavery and human trafficking and
eliminate the worst forms of child labour,
by 2025 end child labour in allits forms

8.8 Protect labour rights and promote
safe and secure working environments
for allworkers

Outlook

We will continue to work to fulfil the local content plans
regarding staffing and procurement for the countries,
in which we have not reached our target.

In 2019, we will continue to work to ensure a high degree
of compliance and business ethics in our operations.

We will continue to conduct risk assessments of the third
parties with whom we transact.

We will continue to prioritise security in our operations.
We will look into the possibility of an ISO 31000 Risk
Management certification.

We will continue to assess suppliers through our Respon-
sible Procurement programme, and engage with local
suppliers to increase their focus on the principles outlined
in our Third Party Code of Conduct. We will set up a pro-
cess for re-assessing our high risk categories bi-annually.

MAERSK DRILLING
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ESG index

2018 2017 2016 Accounting practice 2018 2017 2016 Accounting practice
Environmental performance Other resource consumption
Waste 17 1.2 13 Quantity of waste disposed of, resulting from worksite activities,
) spill response/ clean-up; and replacement or upgrade of existing facilities
Energy consumption (1,000 tonnes) AR B ® = g
Scope Financial. Ship recycling activities are out of scope
Fuel oil 22.6 20.9 23 Direct and indirect fuel oil on board a ship for activities like steam & electricity ) »
(1,000 tonnes) generation, in marine boilers, heating, ship’s main & auxiliary engines etc. Water "4 12.7 14 Total quantity of fresh water withdrawn
Financial scope (1,000 m?) Financial scope. Ballast water, water for re-injection and water produced/
. desalinated for use is out of scope
Excluding exported fuel
Gas fuels 0 0 0 D\reEt and indirect gas fuel in gas engines, gas turbines, gas boilers, Spills (hydrocarbon)
(1,000 tonnes) SIS
Financial scope Number of spills 0 0 0 Number of hydrocarbon liquids spilled to water greater than 10 m? / 63 barrels
P
Natural gas is converted to metric tonnes based on temperature and pressure towater >10 m® (bbl) /9938 Litres, resulting from any unintended release associated with
at point of delivery, using appropriate conversion factors. current operations, from primary or secondary containment.
Operational scope
Other fuels 0 0 0 r:teli(pe;ro;euwgerlvedg gsedr:n eglglnes, §ut§h ascssartlpnarby ﬂ';,sefen?am;s’ Once previously reported, spilled materials in the environment from historical
(1,000 tonnes) e U Ui eI S I AT R ET LT ATk ARSI losses (i.e. historical or past leakage/spills that reached the environment from
Excluding fuel used for company cars and employee business travel : ) .
tanks, pipes or other vessels, but not associated with a current release) and
controlled discharges to water are out of scope
Electricity 2.1 1.9 2 Purchased electricity heating consumed in operational activities for use in
(1,000 MWh) onshore offices, industrial machines, etc. divided by country of purchase Number of contained 0 0 0 Number of hydrocarbon liquids contained greater than 10 m* / 63 barrels (bbl)
spills >10 m? /9938 Litres, resulting from any unintended release associated with current
operations, from primary or secondary containment.
Greenhouse gas (GHG) emissions (1,000 tonnes CO2 eq) Operational scope
Once previously reported, spilled materials in the environment from historical
GHG emissions 78.5 72.3 79 The reporting boundaries reflect the Green House Gas Protocol (scope 1and 2). losses (i.e. historical or past leakage/spills that reached the environment from
Quantity of greenhouse gas emissions (carbon dioxide and methane) emitted tanks, pipes‘or other vessels, but not associated with a current release) and
to the atmosphere from combustion and other processes. Greenhouse gas controlled discharges to water are out of scope
emissions are defined as the emission of all greenhouse gases expressed as
carbon dioxide equivalents over a 100-year time horizon. Number of spills 0 1 0 Number of spills of hydrocarbon liquids spilled to water, greater than 0.16 m®/
towater one barrel (bbl) /159 Litres, and less than 1590 Litres / 10 barrels (bbl) resulting
Direct GHG emissions 77.7 71.6 78 Direct GHG emissions: total GHG emitted from sources at a facility owned — 016 m? <10 m? from any unintended release associated with current operations, from primary
(scope 1) (partly or wholly) and/or operated by the company. Direct GHG emissions orsecondary containment.
correspond to Scope 1emissions as defined by WRI/WBCSD. Operational scope
) o _ o ‘ o Once previously reported, spilled materials in the environment from historical
Indirect GHG emissions 0.8 0.7 1 Indirect GHG emissions from imported energy: GHG emissions that occur at the losses (i.e. historical or past leakage/spills that reached the environment from
(scope 2) point of energy generation (owned or operated by a third party) for electricity, tanks, pipes or other vessels, but not associated with a current release) and
heat or steam imported (i.e. purchased) for use on site by the reporting entity. controlled discharges to water are out of scope
Indirect GHG emissions from imported energy correspond to Scope 2
emissions as defined by WRI/WBCSD . o .
Number of contained 4 0 0 Number of spills of hydrocarbon liquids contained, greater than 0.16 m*/ one

Other air emissions

SO, 0.05 0.04 0
(1,000 tonnes)

Emissions for SOx energy values follow the same principles as defined by the
GHG protocol, using various schemes for default conversion factors.

NO, 1.8 1.6 2
(1,000 tonnes)

Emissions for NOx energy values follow the same principles as defined by the
GHG protocol, using various schemes for default conversion factor.

MAERSK DRILLING

spills - 0.16 m® <10 m?

barrel (bbl) /159 Litres, and less than 1590 Litres /10 barrels (bbl) resulting from
any unintended release associated with current operations, from primary or
secondary containment.

Operational scope

Once previously reported, spilled materials in the environment from historical
losses (i.e. historical or past leakage/spills that reached the environment from
tanks, pipes or other vessels, but not associated with a current release) and
controlled discharges to water are out of scope
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ESG index (continued)

2018 2017 2016 Accounting practice

Social performance

Our employees

Number of employees 2,854 2,865 3,325 FTEs calculated per compensated hour

(FTEs) Calculated based on average throughout the year

Gender - female/total N% 10% 9% Female/total - % based on headcount
All Brands /Segments, global service centres, Group Functions, and Boards;
Out of scope: joint ventures and data not included in SAP

Women in leadership 19% 17% 13% Gender - Women in management at level 5 and above (% based on headcount)

(% based on headcount) All Brands /Segments, global service centres, Group Functions, and Boards;
Out of scope: joint ventures and data not included in SAP

Fatalities (headcount) 0 1 0 A death directly resulting from work related injury regardless of time between
the injury and death, excluding suicide or death resulting from an attempted
suicide, criminal or terrorist activity, and incidents which occur off vessel, but
where the consequences appear onboard at some later time.
Operational scope

Lost-time Incident 0.92 0.53 0.49 LTI: The sum of fatalities, permanent total disability (PTD), permanent partial

frequency disability (PDD) and lost work day cases (LWC).
A Lost Workday Case (LWC) is any work related injury, other than a fatal injury,
which results in a person being unfit for work on any day or shift after the day
of occurrence of the occupationalinjury. “Any day” includes rest days, weekends,
leave days, public holidays or days after ceasing employment. Any time
spent on delays in connection with medical assistance is not included in this
determination.
Calculation is based on exposure hours: The total number of work hours in which
an employee and Mode 1& 2 contractors, where applicable, is exposed to work
related hazards and risks. Excludes leave and non-work-related sickness.
Operational scope.

Governance

Reports in Ethics Hotline 8 N/A N/A Total number of reported cases in the Ethics Hotline that were closed in 2018.
Includes reports through the A.P. Moller-Maersk Ethics Hotline and the Maersk
Drilling Ethics Hotline.
Reports that still are being investigated are excluded.

Substantiated reports 4 N/A N/A Total number of closed reported cases in 2018, that have been classified as

in Ethics Hotline

substantiated; meaning cases related to corruption/bribery, health/safety/
environment/ working conditions, harassment, retaliation, financial accounts
fraud, conflicts of interest.

Reports that still are being investigated are excluded.
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Constant care

Take care of today,
actively prepare for tomorrow

0

Humbleness

Listen, learn, share,
and give space to others

§
Uprightness

Ourword is our bond

a

Our employees

Therightenvironment
for the right people

Our name

The sum of our Values:
passionately striving higher

Ourive
Core values

Our values are part of our heritage
from our founders, the Moller Maersk
family. We take pride in these values,
and they continue to guide us in our
development and everyday operations.

MAERSK DRILLING
Lyngby Hovedgade 85
2800 Kgs. Lyngby
Denmark

Phone: +45 6336 0000
Company reg.no. 32 67 38 21

maerskdrilling.com
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Sustainability Report for 2018 is
enclosed on the next pages
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About Maersk Tankers

e Operates one of the world's largest
fleets of product tankers

e Foundedin 1928
e Signatory to the UN Global Compact

e Member of the Maritime Anti-Corruption
Network (MACN)

e Green Award certified for oiland
chemical

e Founding member of the High Impact

Low Frequency Maritime Risk Manage-
ment (HiLo MRM)

Maersk Core Values
g Constant care

Take care of today, actively
prepare for tomorrow
Humbleness

Listen, learn, share, give
space to others

<

Uprightness
Our word is our bond

A

Our employees
The right environment for the
right people

)

Our name
The sum of our values,
passionately striving higher

E3

For more information:
www.maersktankers.com

Sustainability contact:
sustainability@maersktankers.com

Sustainability Priorities 2017-2019

Summary of Priorities

Regulatory

@

Environment

£ZN
Responsible
Business

We ensure the safety of our employees and contractors, assets and
protection of the environment.

Why this matters:

Safety relates to personal safety, operational safety and security,
and we are responsible for carrying out our business efficiently and
incident free.

We are exploring technology and fuel options to ensure a
costeffective compliance.

Why this matters:

Compliance with regulations requires investment and commitment,
which should be shared equitably between all stakeholders in the
industry.

We reduce the environmental impact of our operations by reducing
CO2 and other harmful emissions.

Why this matters:
Climate change affects everyone, and we have a part to play by doing
business in a way that minimizes our environmental impact.

We uphold our values and protect our name. Responsible business
relates to anti-corruption, responsible procurement and respect
for labour and human rights.

Why this matters:
This benefits the environment and the social fabric of society.

Turn to read more »




Sustainability Update 2018

Safety

Personal Safety, Operational Safety and Security
We are committed to achieving excellence in health,
safety, security and environmental (HSSE) performance.
This means achieving our goals of zero accidents

and incidents and ensuring that safety remains a top
priority for Maersk Tankers.

We encourage an open dialogue and proactive feedback
throughout the company in allHSSE matters, which
includes promaotion of innavative solutions to
traditional safety issues. In this regard, we will continue
to develop our digital capabilities and our involvement
in data sharing projects. These initiatives will create
leading indicator tools that supplement our current
safety tools.

All Maersk Tankers employees are empowered to inter-
vene to prevent hazardous situations from developing.
Itis our responsibility to protect ourselves and our
colleagues from harm.

Safety underpins our overall company strategy; keeping
people, assets and cargoes safe.

Utilizing
Power Bl

for trending and analysis

Regulatory

e o Invasivespecies

@ During voyage
Ballast tanks full

@ Atsource port
Loading ballast water

. 6 . E .
o’ o "lInvasive species .

L]
L]
.
@ At destination port
Discharging ballast water

@ During voyage
Ballast tanks empty

Spread of harmful aquatic (invasive) organisms

Rules and Regulations

The Ballast Water Management Convention, which entered
into force on 8th September 2017, sets out the regulations
which vessel operators must follow to prevent the spread
of harmful aquatic organisms from one region to another.
In accordance with the Convention, Maersk Tankers is in
the process of ensuring its vessels are equipped with the
necessary equipment to meet the standard. Retrofitting
the vessels with the equipment willcommence in 2019.

The Hong Kong Convention for the Safe and Environmen-
tally Sound Recycling of Ships and the EU Ship Recycling
Regulation both require that an inventory of hazardous
materialis maintained on board vessels. Whilst the
Convention has not yet been ratified, the EU compliance
deadline is set for the 31st of December 2020. Maersk
Tankers has proactively begun work on ensuring the
vessels comply with both regulations prior to the EU
compliance deadline.

Sustainability Update 2018

Environment

Fuel Efficiency and Emissions

Maersk Tankers continuously seeks to improve

vessel efficiency, while reducing cost as well as CO2
emissions. Backed by a new way of using data we are
optimising vessel fuel consumption and hull cleaning,
amongst other initiatives. Additionally, linking market
rates, bunker prices and weather conditions helps to
determine the right speed for the vessels, which will
also have a positive CO2 impact.

The vessels in our newbuilding programme will see
further efficiency improvements, e.g. optimisation of
the auxiliary engine consumption. For this, we have
received the Maritime Singapore Green Ship Award.
Further, Maersk Tankers, along with partners Norse-
power, ETl and Shell, has installed two 30-metre tall
rotor sails on an LR2 product tanker vessel, targeting
areduction in fuel consumption and associated
emissions of 7-10% on typical global shipping routes.
Testing has commenced.

CO.

Environmental Compliance

Maersk Tankers persists in reiterating and enforcing
its compliance culture amongst its employees, both at
sea and shore. The above is crucial as Maersk Tankers
continues to advocate for a level playing field amongst
relevant stakeholders.

An example is a push from the industry (via IMO) for
the ban on the carriage of non-compliant fuel (unless
the vessel uses alternate means to comply) by vessels
once the 0.50% global sulphur cap comes into effect
on 01January 2020. This, for ease of enforcement and
to ensure compliance by all parties. This proposalis on
its way to becoming a requirement.

Responsible
Business

Anti-Corruption

Maersk Tankers has a zero-tolerance policy towards
corruption and demonstrates this through its mem-
bership of the Maritime Anti-Corruption Network
(MACN), which works towards eliminating corruption
and enabling fair trade in the maritime industry. To that
end, we have implemented a Zero Facilitation Payment
(FP) Policy on 1 October 2017. Due to the tremendous
efforts of our vessel Masters, the number of facilita-
tion payments has been significantly reduced since the
policy was introduced.

Any demands, harassment or suspicion for bribes or
facilitation payments will continue to be escalated
and reported to appropriate authaorities and industry
bodies.

Responsible Procurement

Maersk Tankers works with in a large and complex
network of suppliers world-wide. We ensure direct and
indirect suppliers take a responsible approach towards
people, environment and assets, in accordance with
our own and international standards.

In 2018, the priority is to revise the existing responsible
procurement programme to further identify improve-
ments and ways to strengthen the engagement with
suppliers. This includes reviewing and confirming high-
risk categories and respective approaches, while ex-
ploring higher internal involvement for on-site audits.

Labour and Human Rights
Maersk Tankers complies with the Maritime Labour
Convention and Principles of Global Labour Relations.

Whilst supporting the basic principles of the Interna-
tional Labour Organisation (ILO), we are working to
integrate the principles in the supply chain by providing
policies and guidance to strategic suppliers.

Dear Reader,

The 2018 Maersk Tankers Sustainability Update comes
at a time when the shipping industry must find solutions
to large and complex environmental challenges such as
how to limit CO2 emissions and deal with new sulphur
regulations. We welcome these proposed changes

and believe that a global set of rules will provide a level
playing field for us as vessel operatars.

For example, the 2020 Global Sulphur Cap will impact
the cost of bunkers substantially. We are evaluating
options to mitigate this cost while remaining committed
to the environmental benefit this will bring. The way
forward will be an effective and consistent enforcement
of the regulations across the industry.

The safety of people, environment and assets continue
to be at the forefront of our operations. Therefore, we
will also continue to demand the highest standards
for safety to continuously strengthen our own and the
industry’s safety performance.

Seeking sustainable
solutions

Our commitment to sustainable and responsible
business remains steadfast. In accordance with our
policy, ourimplementation of Zero Facilitation Payments
is well underway thanks to a tremendous effort by the
sea and shore staff.

We will continue to unlock growth for societies and our
business through facilitating the trade of energy. In this,
we are continuously exploring and developing new ways
that can help us conduct our operations in a sustainable
and responsible manner.

Christian M. Ingerslev
CEO of Maersk Tankers
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