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The transaction is subject to regulatory
approval from relevant autharities.
Closing is expected to take place
during Q1 2018. Maersk Oil has been
reclassified as discontinued operations.
Maersk Drilling and Maersk Supply
Service have likewise been classified as
discontinued operations. Maersk Qil,
Maersk Drilling and Maersk Supply
Service are included in this Report with
data presented on an aggregated level.
The acquisition of Hamburg Std by
Maersk Line was closed in December
2017.Hamburg Std sustainability
data will be integrated from 2018.
See the A.P. Moller - Maersk Sustainability
Accounting Principles: maersk.com/
business/sustainability/sustainability-
reparts-and-publications/reports

The new truth about ship recycling
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02 INTRODUCTION | Q&A WITH THE CEO

0&A with the CEO

Seren Skou, now that nearly 18 months have
passed since the new A.P. Moller - Maersk
organisation and strategy were made public,
how do you see the company and its future?
We have begun executing to achieve our new
vision, which is to become the integrator of
container logistics, connecting and simplifying
our customers' supply chains. Our size and
market share enable this, and our decision to
acquire Hamburg Stid is also in part motivated
by this vision.

Going forward, A.P.Moller - Maersk will focus
on our transport and logistics businesses, and
separating out our energy businesses. In 2017,
we progressed wellin finding structural solutions
for Maersk Tankers, which was acquired by
A.P.Moaller Holding A/S, and for Maersk Oil, where
our agreement to sell to the oil company Total is
pending regulatory and governmental approvals.

A.P. Moller - Maersk

Our strategy going forward is to provide simple
end-to-end offerings that serve all our customers'’
supply chain needs, with the largest, most
reliable and most cost-competitive network, and
with cannected, digital and engaging ways to
interact with customers.

Digitisation will be a disruptive force for our
entire industry. We are working to digitise the
ways we operate our assets, transactions, and
interactions with customers, and to develop
new digital service offerings. This will reduce the
paperwork and documentation in international
shipping, and provide our customers with a
better service. Our partnerships with IBM and
Microsoft are already well on the way towards
achieving this goal. At the same time, this wark
will make it passible for many more people and
businesses from all aver the warld to participate
ininternational trade. As it is, documentation

costs and complexity are a very real barrier to
trade for many, particularly small companies.

Digitisation also brings with it the availability
of big data. We will tap into this potential. For
example, containers can be turned into smart
boxes and data generatars, helping customers
reduce costs and better understand their supply
chains. Another example is that by getting
continuous data from our assets to optimise
operations, we will reduce our fuel cansumption
and our carbon footprint. We're also looking into
how, through data sharing, we can help relevant
organisations that work to protect the health of
the oceans.

What have these changes meant

for your sustainability priorities?

Some things stay the same. For example,
operating our business responsibly with respect

i1

Companies can no longer stay on the
sidelines when it comes to global issues.

n

SOREN SKOU
CEO, A.P. Moller - Marsk A/S

and support for international commitments
such as the UN Global Compact continues to be
the foundation for how we work. This goes far
all of our businesses, including the remaining
energy companies.

However, in light of our new business strategy,
and with a view to how we can best contribute to
the Sustainable Development Goals, we reviewed
our sustainability priorities. We have four top
priorities: decarbanising logistics, multiplying the
benefits of trade, halving foad loss in the supply
chain, and leading change in the ship recycling
industry.

As an integrated container logistics provider,
trade is the context for all our activities. We are
amajor part of the global trade system with its
positive and negative impacts. We acknowledge
the climate impacts related to trade, and we
have ambitious targets for reducing CO, from our
vessels. What is also clear is that the opposition
to free trade is stronger than we have seen
in decades. | firmly believe in the benefits of
international trade, but we need to recognise
that these benefits have not been shared equally.
Why this is the case and how more people can
be included to share in the benefits of trade is
something our company, our industry and the
global community, need to understand better.
I'm convinced that businesses can work in a
way where what we do is nat anly goad for the
economy, but for society more broadly speaking.
Waorking at the heart of trade, | think we have a
particular respansibility towards making global
trade available for everybody, and free trade is a
key element on that journey.

As leaders in our industry, we want to take
responsibility for the world around us. A.P. Moller -
Maersk carries 27% of all food transported in
refrigerated containers, which creates a strong
link between our business and the issue of food
loss in the supply chain. We see ourselves making
arealdifference on this issue, as well as creating
benefits for our business. We will be working with
partners and using our expertise within cold chain
logistics to tackle this challenge.

Looking at the company’s sustainability
performance, what are you most
impressed with?
We're very aware that companies can no longer
stay on the sidelines when it comes to global
issues, and I'm very satisfied with the level of
our sustainability ambitions. What we are and
will be doing is fitting for a company of our size,
knowledge, reach and leverage. The issues of
climate change, trade and food loss are also
areas where we can make a positive impact
when developing new business solutions.
Moare specifically, I'm impressed with what
has been achieved over such a relatively short
period of time in the ship recycling project.
After 20 months, three yards in Alang, India, are
perfarming at the same level or better than yards
in China and Turkey, which used to be the only
options for economically viable and responsible
ship recycling. The door to changing an otherwise
gridlocked situation has been opened, and we
now need ta accelerate this development. We
hope other shipowners willjoin us in transforming
the entire Alang ship recycling industry by
demanding high standards for safety, human
rights and the environment, and by supervising
implementation on the ground on a daily basis.
Itis about businesses and other partners
waorking together to solve a complex problem.

Who willyou collaborate with
to fulfilyour ambitions?
Everyone who has a stake in a problem could
play a partin solving it. From a level playing field
perspective, we believe businesses working
together to solve a shared problem makes a lot
of sense. The tasks ahead of us demand many
types of inputs and ideas. Just consider what it
will take to decarbanise logistics. This is a task
that many sectors and actors will need to work
on, not just businesses.

We will be working with many different partners
- from international organisations to small start-
ups with greatideas. We will need disruptive
innovations to get A.P. Moller - Maersk and the world
at large closer to where we need to be. Innovative
partnerships are key tao this development.
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Are there issues where you're not happy
with the current state of affairs?

To my great dismay, seven colleagues died while
waorking for A.P.Maller - Maersk. It is deeply
unsettling to me personally that any colleague
should lose their life while working for the
company. Itis deeply unsatisfactory, and we
must wark even harder to ensure this number is
reduced to zero.

Acritical part of this will be much broader
leadership involvement in safety.

Itis also a fact that we have not yet cracked
the code on diversity and inclusion. We have
targets for women in management, but progress
is just too slow. | want this to change, and in
2017 we prepared a new strategy and action
plan for this area. It is about securing access to
talented employees now and in the future, but
itis also about fairness. Everyone working for us
should be able to go as far as their talent allows.
We understand that this is not only about fair
pracesses, it is also about cultures and mindsets.
Itis anarea where | would really like to see a
big change.

Are the company and its employees
prepared to take on the ambitions you have
set for the company - commercially and
within sustainability?
Our people already do this work every day
with strong commitment and high levels
of engagement. During the cyberattack we
experienced aver the summer in 2017, the
organisation responded remarkably to the
incident, with creativity and entrepreneurship.
One of my takeaways from those weeks was
my colleagues' incredible diligence and great
dedication to the company, our name, our values
and our mission.

| believe that is true not only in a time of crisis,
butalsoin our quest to adapt to and embrace
the huge opportunities in this period of business
unusual which we face.

So what is next for sustainability

at A.P. Moller - Maersk?

What has really come into focus is the need

to expand the scope of our efforts in order to
drive real change at a systemic level. This is

why we will move from looking at our own CO,
emissions to the entire logistics system, and
from pilot projects to scaled-up solutions for
increasing trade benefits. Our focus on reducing
food loss in supply chains is driven by the same
understanding. These are the areas where we will
increasingly focus our energy and resources in
the years to come.

Sustainability Report 2017
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Our business

A.P. Moller - Maersk employs over 85,000
people across operations in over 120 countries.
Our vision is to be the global integrator of
container logistics, aiming to connect and
simplify our customers’ supply chains.
Examples of where some of our material
issues can occur across our businesses

and value chains are shown below.

KEY RESOURCES

46,362 816

Invested capital Electricity
(USD million) (1,000 MWh)

63,227 10,369

Total assets Fuel oil
(USD million) (1,000 tonnes)

85,667
Employees
MAERSK LINE
The world's largest container
shipping company
SVITZER

Has provided safety and support
at sea since 1833

A.P. Moller - Maersk

Human and labour rights

p.31

I

CO, / Climate change
p. 14

APM TERMINALS

Provides port and inland

infrastructure to drive global

comimerce

MAERSK CONTAINER INDUSTRY

Develops and manufactures
refrigerated and dry containers and
Star Cool™ refrigeration machines

Inclusive trade
p.10
Diversity and

inclusion
p.32

Personal safety

p.28

Anti-corruption
p.38

DAMCO

A waorld-leading provider of freight
forwarding and supply chain
management services

INTRODUCTION A CHANGING WORLD

Emissions (SO, NOy)
p.36

Ship recycling
p.42

—— Food loss
p.17

Respansible tax

Responsible procurement 0. 40

p.34

RESPONSIBLE BUSINESS PRACTICES

Oceans
p.37
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OUTCOMES
30,945 35,981
Revenue GHG emissions
(USD million) (1,000 tonnes CO; eq.)

-1,164

Result
(USD million)

356

Underlying result
(USD million)

1,191

Tax
(USD million)

29%

Relative CO, reduction
(1,000 tonnes CO; eq.
2010 baseline)

0

0il spills to water
above 10 m®

96%

Facilitation payment
reduction for Maersk Line,
compared to 2016

ENERGY

In the efforts to create an integrated shipping, ports and logistics company, execution
on the separation of the oil and oil-related businesses, Maersk 0il, Maersk Tankers,
Maersk Drilling, and Maersk Supply Service, moved forward in 2017.

The objective of the separation has been to find solutions before the end of 2018,
which ensures the most optimal development opportunities for the capabilities and
assets built in the individual companies.

Already during 2017, two significant steps were taken, as structural and viable
solutions for the future ownership of Maersk Oil and Maersk Tankers were
established. See the portfolio note on the contents page.

Sustainability Report 2017
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A changing waorlc

A.P. Moller - Maersk has been instrumental in driving growth and
opportunity through connecting economies and communities for
over a century. We plan to still be doing so in another 100 years
from now. However, the way we fill that role will look different

in the future. -

A.P. Moller - Maersk

ASSURANCE AND PERFORMANCE DATA 07
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Transforming our business

As the world changes, A.P. Moller - Maersk is preparing our
business to contribute to changing logistics, the food loss
challenge, making ship recycling more responsible and
multiplying the benefits of trade.

I n A.P.Moller - Maersk, we produce
containers that carry cargo around the
globe. We operate vessels and trucks as
well as ports that handle and transport
cargo from producer to customer. And
as long as we have businesses in the
Energy division, we will be engaged in oil
and gas-related activities.

But we find ourselves in changing
circumstances. Global events, mega
trends and broad societal change have
affected the course of global development
faster than mast of the world imagined
possible only five years ago.

We see a growing oppaosition to
globalisation, which is usheringin a
steepincrease in protectionist measures
by countries. There is a shift in global

power balances, with China now playing
a bigger role. We are also seeing the
effects of climate change impacts
through adverse weather events.
This has inspired global agreements,
the setting of reduction targets and
innovation towards a low-carbon world.
In addition, technological advances
are changing how we live, work,
produce and trade. Examples include
how data connectivity is creating a
more solid decision-making base,
which improves our ability to predict
and plan for anything from major
weather events to traffic patterns and
consumer priorities. This trajectory will
continue and increase. Intelligence and
data connectivity will be incorporated

in everyday objects, leading to, for
example, autonomous vehicles and
blockchain technologies for payments
and information sharing.

Affecting our business

A.P.Moller - Maersk has already
experienced the effect of many of these
developments on our business. Global
trade has not grown nearly as much

as expected five years ago. Before the
financial crisis, global trade, in volume
terms, was growing at 8-10% a year.
Current growth rates are at 4-5%, and
we expect rates to be between 2-4% in
the medium term." At the same time,
the fossil fuel-based energy sector is
under long-term pressure.

GLOBAL TRADE

4—5,

is the current growth
rate for global trade
in volume terms.

OUR SUSTAINABILITY PRIORITIES

HELP DECARBONISE
LOGISTICS

CONTRIBUTETO
HALVING FOOD LOSS

THE BENEFITS OF TRADE

HELP MULTIPLY

LEAD CHANGE IN THE
SHIP RECYCLING INDUSTRY

60% relative CO, reduction by 2020
(2007 baseline)

Develop low-carbon offerings
to customers

Strong management approach to materialissues,
natably health, safety and environment,
human and labour rights, anti-corruption and

respansible tax practices

1 A.P.Moller - Maersk internal calculations

A.P. Moller - Maersk

Invest in innovations
reducing food loss in
the transportation chain

Investin digital solutions
facilitating trade

Dedicated support for the full

implementation of the WTQ Trade

Facilitation Agreement

RESPONSIBLE BUSINESS PRACTICES

Ensure order in our own and our customers'
end-to-end supply chains through a strong
responsible procurement programme

Proactively drive
diversity and inclusion
in our workforce

Drive the transformation of
the ship recycling industry

inIndia

Be a responsible citizen

of the oceans

We also see that resource scarcity
— lack of water, food products and
natural minerals for example —is no
longer a far-off risk, but a reality in some
parts of the world, and will affect mare
and more people and businesses within
the next 10-15 years.? Finally, digitisation
is about to disrupt our industry and
significantly change the landscape in
which we operate.

We are taking steps to adapt our
company to this changing warld. Our
vision is to become a global integrator
of container logistics through digital
innovation, connecting and simplifying
the global supply chain. This includes
praviding simple solutions to our
customers’ complex supply chain needs,
elevating the customer experience and
extending the industry’'s most effective
and efficient delivery network to every
market in the world. We want to make
the shipping of containerised goods as
easy for our customers as it is to send a
package from A to B taday.

Alongside this, we will be finding
viable solutions for our activities in the
energy sector.

INTRODUCTION ~ A CHANGING WORLD

Anew role for business

A changing world brings changing
expectations for business, addinguptoa
new role for the private sector in general
and large businesses in particular.

This is evident in the United Nations’
Sustainable Development Goals (SDGs),
which express the global community’s
most important priorities for the future.
They also express what is increasingly
expected of businesses: To work
in partnerships to create solutions
that contribute to developing a more
sustainable and inclusive world.

Such deep engagement and
collaboration also drive business
value. There is growing evidence that
engagement will drive both sustainable
development and corporate performance,
becoming a new frontier in competitive
advantage.®

How we engage for change

A.P.Moller - Maersk has pursued such
engagement for some time. In 2009, we
took on a leadership role in the shipping
industry to reduce CO, emissions, and
pushed to get the issue of climate
change high on the industry’s agenda. We
continued this work in line with our 2014

2 reports.weforum.org/global-risks-2017/part-1-global-risks-2017/ and nature.com/articles/nature21359
3 Connect: How Companies Succeed by Engaging Radically with Society, McKinsey 2015.

RESPONSIBLE BUSINESS PRACTICES

sustainability strategy, which was based
on the idea of looking for touchpoints
where our business can positively impact
sustainable development and at the same
time create business value. This has been
true for our work on trade and climate
change (read more on pages 10 and 14).

We were instrumental in establishing
the Maritime Anti-Corruption Network
(MACN) in 2011, which set the tone for a
partnership-based model for combating
corruption and facilitation payments
in ports. We are currently developing a
blueprint for collaboration between foreign
service representations and companies
in the battle against facilitation
payments (read more on page 38).

In 2016, we began working to change
the ship recycling industry to raise
standards and create safe working
conditions and environmentally sound
practices at shipbreaking facilities in
Alang, India. Working in partnership with
participating yards, the on-the-ground
achievements have the potential to break
the gridlock in the ship recycling industry.
We are now working to accelerate
change through a push for increased
transparency on shipowners' palicies
and practices (read more on page 42). —>

ASSURANCE AND PERFORMANCE DATA

gl
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SUSTAINABLE
DEVELOPMENT
GOALS

The United Nations'
Sustainable Development
Goals (SDGs) express
the most important
issues that the global
community has identified
as future priorities.

Our business touches,
directly or indirectly, on
all 17 SDGs. We have
selected five SDGs
where we can have the
greatest positive impact,
and where we intend to
track our progress:

DEGENT WORK AND
ECONOMIC GROWTH

o

AND INFRASTRUCTURE

&3

19 fensmie
CONSUMPTION
ANDPRODUCTION

13 v

P 4

17 PARTNERSHIPS
FOR THE GOALS

&
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Weighing in
on trade

Trade is at the heart of ecanomic
development and globalisation —and
A.P.Moller - Maersk is at the heart

of trade.

Today, trade accounts for almost
60% of global GDP, up fram 40% 25
years ago,* due to global agreements
on trade liberalisation, technological
advances and relative global stability.
Now, the world faces the consequences
of the way globalisation has played
outso far.

These include positives such as a
larger economic pie and benefits for
most countries, regardless of their stage
of economic development. Trade has
been a massive driver of prasperity,
and has helped lift over a billion people
out of paverty.® On the other hand, this
wealth has not reached and benefited
everybady.

What is at stake now is ensuring that
the value created by trade is accessible
toall. The solution is not to restrict
international trade, but to ensure
that the global community, including
the private sector, comes together to
support more balanced policies and
initiatives that willmake trade and
growth more inclusive for those who
have yet to see significant economic and
social benefits.

Multiplying the benefits of trade

At A.P. Moller - Maersk, we believe that
by working together to multiply the
benefits of trade we can enable stronger,
more inclusive growth, for the benefit of
our customers and of saciety. We can
play a role in helping to make it easier to
participate in trade.

And with our strategic direction set
foran even wider role in tomorrow's
end-to-end logistics solutions, we are
inviting broad collaboration to answer
the question: How can we multiply the
benefits of trade together?

We will work with our customers
and partners to simplify supply chains,
digitise procedures and accelerate trade
reform. This will boost global trade, and
make growth more inclusive as barriers
for countries, entrepreneurs and small
businesses are removed or reduced.

Building on what we know

Over the last four years, we have
invested in projects and advocacy to
enable more people to become part of
global trade. The majority of projects are
now being scaled up (see case stories).

We will continue to focus on
enhanced trade facilitation in the shape
of simplified, modernised and aligned
export and import processes.

It has been estimated that this can
add USD 1 trillion to global GDP, reduce
worldwide trade costs by an average
of 14.3% and create 20 million new
jobs.® The World Bank also estimates

that when trade barriers are removed
and costs are reduced, lower-income
countries will benefit the maost.®
However, such a trading system will
be sustainable only if everyone shares
in the benefits. A.P.Maller - Maersk can
help maore countries and more people
gain access to the benefits of trade. This
also requires a public policy environment
forinclusive growth that distributes
these gains and protects those who
may be suffering adverse impacts.

Showing how better trade works
Since 2015, the WTO Global Alliance
for Trade Facilitation (the Alliance) has
worked to ensure trade facilitation
reform and support implementation
of the 2013 WTO Trade Facilitation
Agreement. We are part of this work as
amember of the steering committee,
alongside other public and private
partners.

The Alliance facilitates projects to
address problems and advance reform
in specific markets, and in 2017, the
Alliance initiated pilot projects in five
countries:
¢ Testing a bond system for the

immediate release of goods in

Vietnam, in collaboration with the

local government.
¢ Developing a risk management

approach for customs in Colombia, as
well as supporting the establishment
of a Center for Trade Facilitation and

Good Practices.

WORKING TO DIGITISE GLOBAL TRADE

In ane of our pilot projects on enabling
trade, we tracked containers from Kenya
to the Netherlands in 2014. We found 200
different, mostly paper-based exchanges
of documentation between 30 individuals
and arganisations, doubling the shipment
costs. This disproportionately affects
smalland medium-sized enterprises,
which WTO research finds are particularly
strong drivers of economic growth that
benefits local communities.”

This new understanding led us to
waork on reducing costs, in order to open
global trade. From that starting paint,
and after several years of research and
collaboration, we have now formed a

4 dataworldbank.org/indicator/NETRD.GNFS.ZS
5 Towards a Better Globalisation, OECD, 2017

6 World Trade Report 2015, WTO

7 World Trade Report 2015, WTO

A.P. Moller - Maersk

joint venture with IBM, establishing an
open digital platform that will enable
easy access and sharing of data between
supply chain parties as well as a space
where participants can develop digital
solutions for themselves and their
customers.

The solution has been called a
‘gsame changer’ in the logistics industry,
disrupting the normal flow and price
structures. To create widespread benefits
from this, the platform will be open to all
with clear praotection of corporate data
provided by users.

Together with IBM, we have created
the first two applications for this

platform, ane called Paperless Trade
and the other targeting the Shipping
Information Pipeline. The first digitises
trade documentation using blockchain
technology to securely submit, stamp
and approve documents for clearance
and cargo movement. The second gives
complete visibility of shipment events
through a supply chain. The aspiration
is that these two applications are just
the beginning, and that other players in
the supply chain develop and offer new
applications based on our shared data
and technologies.

MORE SECURE
AND SIMPLE TRADE
WITH AFRICA

Inspired by the
ConnectAmericas
platform, we initiated the
development of a digital
B2B trading platform,
known as Fromtu,
which connects African
sellers and buyers with
international customers
and suppliers. The
purpose of the platform
is to support the growth
of internationaland
regional trade on the
African continent. We
consider this a source
of future growth for
A.P.Moller - Maersk, and
atthe same time see
a potential for African
producers and traders to
expand their networks
and business.
Originating as a pilot
projectin A.P.Moller -
Maersk, Fromtu now
operates as a start-up
owned by our company.
The first version of the
Fromtu platform was
launchedin2017,and
is being continuously
updated toimprove
functionality. At the
same time, we are
working to solve
challenges related to
trust between sellers
and buyers, whichisa
key barrier ta trade, by
supplying some of the
necessary tools to trade
securely, forexample
verification of both
parties.

¢ Building pre-arrival, risk-based
clearance abilities in Ghana and Kenya.

¢ Using data analytics to harmonise
documentation and simplify
procedures in ports in Morocco.

With these projects, the Alliance aims
to build proof of the benefits available
to all through fewer delays and easier
access to participation in international
trade. The projects serve as models for
replication.

Alongside project activities, the Alliance
is developing metrics and indicators to
measure the outcomes and impact of
fewer barriers to trade.

Reducing the cost of delays

One of our contributions to the Alliance’s
work is studying the barriers to trade
and the cost of these in specific
geographies. Two such studies were
completed in Kenya and Ghana in 2017.

These studies apply the concept of
"Total Transport and Logistics Costs'
(TTLC), which was developed by
A.P.Moller - Maersk through our socio-
econamic impact study programme. It
combines direct transport costs, tariffs
and customs fees with measures of
indirect costs, which most studies of
trade costs leave out. Yet, they are key
toimproving trade.

Farexample, delays have been
determined as one of the three biggest
factors blocking developing countries
from integrating value chains.® Lengthy
shipping times have been shown to
impose significant costs on firms
engaged in trade, as they lead to
penalties, extra port fees, storage and
inventory costs as well as lost orders
and lost customers.

The 2017 studies of trade corridors
from the port of Mombasa through
Nairobi to Kampala in Kenya, and from
Tema in Ghana to Ouagadougou in
Burkina Faso confirm this picture:

The indirect costs constitute 12-17%
in Kenya forimports and about half
of that for exports.

In Ghana, it is estimated that up to
34% of the cost of trade is related to
waiting times and delays.

In both countries, the main barriers to
trade are identified as customs and
infrastructure.

%

@®

Fourth Global Review of Aid for Trade, WTO, 2013
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CONNECTING TO OPPORTUNITY

Many small and medium-sized
enterprises may not know how to get
their products out to international
markets. If they did, their patential for
success would increase signficantly.

This is the premise of ConnectAmericas,
a project that can best be described as a
social media site for companies.

On ConnectAmericas, sellers set up a
free profile with details of their product,
and buyers can contact them directly.
Itis estimated that more than 20,000
companies have closed deals warth
USD 232 million since its launch in 2014.

How we contribute

A.P.Moller - Maersk has been a partnerin
ConnectAmericas since 2015, bringing
expertise in shipping and logistics to the
project and investing in the development
of specific features. In 2017, two features

developed by our company were launched:

a transport cost estimator and a three-
hour anline training programme on
international trade and transport. At the
end of the year, 2,371 people had signed
up for the course.

We also became partners in the
project along with Google, DHL, Alibaba,
Facebook and Mastercard. We carried
out different activities to promate
the use of ConnectAmericas, both
internally to our commercial organisation
and externally through webinars and
speaking at a range of trade and export
summits in Latin America.

As part of the scale-up and
commercialisation of our enabling trade
pilot projects, Sealand, the Maersk Line
brand servicing Latin America, is now
respansible for our ConnectAmericas
activities.

TOP:

Organic superfood
producer Ecoinca
benefits from being part
of ConnectAmericas,
exporting 600 tonnes
of organic produce a
year, and with plans

to expand into Asia.

Sustainability Report 2017
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Effects of reducing barriers to trade

Since 2013, A.P. Moller - Maersk has piloted various models
to enable more people to participate in global trade.

POTENTIAL BENEFITS'

NEW JOBS

20m

jobs can potentially
be created globally by

enhanced trade facilitation.

GDP GROWTH

1inuso

is estimated to be added
to global GDP by enhanced
trade facilitation.

ISSUE TO ADDRESS

UNEQUAL DISTRIBUTION?

62+

increase in real income for
the global top 1 percentile
of income distribution.

23

increase in real income
for the global bottom
10 percentile of income
distribution.

IMPACT ON SUSTAINABLE DEVELOPMENT GOALS

] 8.2  Achieve higherlevels of economic productivity through
ECONOMIC GROWTH

diversification, technological upgrading and innovation

/i/' 8.3 Promote development-oriented policies that encourage small-

and medium-sized enterprises

8.5 By 2030, achieve employment and decent work for all

g oo 9.3 Increase access of small-scale enterprises to financial services,

affordable credit, and integration into value chains and markets

17 P 17.10 Promote a universal, rules-based, open, non-discriminatory
FORTHE GOALS

and equitable multilateral trading system

@ 17.11 Significantly increase the exports of developing countries

17.12 Realize timely implementation of market access for all least
developed countries

17.16 Enhance the global partnership for sustainable development

1 World Trade Report 2015, WTO

2 Lakner & Milanovic, 2015. Global income distribution from the fall of the Berlin Wall to the Great Recession. Revista de Economia Institucional
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To me, the fact that what we do affects not just us, but the world, has
been a guiding star. Our vision of simplifying global supply chains
matters. The work we do connecting entrepreneurs, businesses,
products and consumers plays a vital part in enabling trade and

has a positive, very tangible impact in every corner of the world.

n

SOREN SKOU

CEO, A.P. Moller - Maersk

CONNECTAMERICAS

An online platform helping traders in
Latin America connect to each other
and world markets. This potentially

distributes economic growth to more

people through increased participation
of small and medium-sized enterprises
in cross-border trade. The project is fully
operational (see case story on page 11).

GLOBAL TRADE
DIGITISATION SOLUTION

An online platform for exchanging
shipping documentation and information
is under development. It will decrease
time to market and costs of trade, allowing
more traders to connect to global trade
(see case story on page 10).

FROMTU

Inspired by the ConnectAmericas model,
we have built and are developing a
connections and trading platform for the
African continent, creating opportunity for
integration in international trade by reducing
trade barriers (see case story on page 10).

THE BITUNG PROJECT

Investments in Bitung port and trade
facilities led to enhanced inclusion in trade
lanes. While creating benefits such as
growth in trade from the port, the project
did not result in a scalable model that could
be driven through our business.

Sustainability Report 2017
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Climate change:
pursuing solutions

We all currently live not just under
the threat but the reality of the
consequences of climate change. As a
response, the warld's sovereign states in
2015 agreed to work to maintain global
warming below 2 degrees Celsius. (In
2017, the US announced its intention to
withdraw from the Paris Agreement).
However, the current trajectory points to
a 3—4-degrees Celsius increase.’
Combatting climate change relies on
reducing greenhouse gas emissions.
This includes reducing the waorld's
reliance on fossil fuel energy. While
such a transition to decarbaonised
energy requires substantial levels of
investment, it will still be less costly than
not taking action. One scenario suggests
that the value of investments could be

9 climateactiontracker.org

reduced by as much as 20% in 2030
compared to a scenario without global
warming. This risk can be substantially
lowered by reducing greenhouse gas
emissions.'®

Shipping's share

The transport sector is responsible for
23% of global energy-related emissions.
Shipping alone is responsible for 3-4%
of global emissions.™ As other sectors
decarbonise, this share is expected to
grow."? For example, a rapid uptake of
low-carbon alternatives throughout
the 2020s is expected for land-based
transport, while shipping is likely to
mainly focus on improved efficiency.

Supporting regulation

A.P.Moller - Maersk supports sector-wide
agreements that help ensure a level
playing field. We are actively pushing
forincreased regulation of shipping's

greenhouse gas emissions through the
International Maritime Organization (IMO).

We would have liked to see more
progress made at the 2nd intersessional
meeting in the IMO in October 2017.0n
the other hand, we recognise that more
and mare countries are maving in the
right direction. We remain hopeful that
the IMO will deliver an ambitious and
relevant strategy which supports a long-
term ambition compatible with the Paris
Agreement by the designated deadline
in April 2018.

Our 2017 performance on CO,
Moare than 87% of A.P.Moller - Maersk’s
carbon footprint in our logistics business
comes from cantainer vessels.

In Maersk Line, we continue to pursue
the target of a 60% reduction in CO,
per cantainer moved by 2020 compared
to 2007. Efficiency improvements have
so far reduced CO, emissions by 43%.

10 Covington, Howard and Thamotheram, Raj, The Case for Forceful Stewardship (Part 1): The Financial Risk from Global Warming (19 January, 2015).

11 Third IMO Greenhouse Gas Study, 2014

12 e360yale.edu/features/reduce_co2_emissions_shipping_aviation_regulation_paris

A.P. Moller - Maersk

TRANSPORT SECTOR
EMISSIONS

23%

of global energy-
related emissions
come from the
transport sector.

ECONOMIC IMPLICATIONS OF
TRANSITION TO A LOW-CARBON
ECONOMY™

» The expected transition toalow-carbon
ecanomy is estimated to require around
USD 1 trillion of investments a year
for the foreseeable future, generating
new investment opportunities.

e The Economist Intelligence Unit
estimated the cost of inactionina2015
study. It suggested that as much as
USD 43 trillion of the value of the total
global stock of manageable assets could
be at risk before the end of the century.

¢ AnEY repart from 2015 concluded that
assets losing value are only the tip of the
iceberg. To keep global warming below
2°C, a warldwide energy transition will
need to take place with “vast financial
implications”. However, the report states
that "research suggests thatinvestment
opportunities arising fram the energy
transition will actually outweigh
climate-related risks in the long term”.

INTRODUCTION ~ A CHANGING WORLD

In 2017, CO, emissions per container
moved by Maersk Line decreased by
2.0% compared to 2016. Operational
improvements in efficiency were made
mainly through netwark optimisation
and planning, new and more fuel-
efficient vessels entering our fleet as
well as our retrofitting programme
of existing vessels. Some of these
improvements were offset by vessels
sailing at increased speeds, primarily
as a result of the cyberattack against
A.P.Moller - Maerskin June 2017. The
ensuing breakdown in communications
caused significant delays. To meet
customer expectations, and enabled
by the low cost of oil, vessels sailed
at higher speeds than usual. Average
speeds still remain lower than those of
previous decades.

Since 2009, all A.P. Maller - Maersk
companies have worked towards a
common target of 30% CO, reduction

RESPONSIBLE BUSINESS PRACTICES

ASSURANCE AND PERFORMANCE DATA 1

a

LOBBYING CONSISTENTLY
ON CLIMATE CHANGE

The subject of climate regulation is an
example of how A.P. Moller - Maersk
asserts its influence. We are committed
to being part of the solution, and work
pro-actively to support UN goals.
Specifically, we support an ambitious
decarbonisation strategy at IMO level
coupled with a clear incentivisation
mechanism.

In this context, we participate
in multi-stakeholder discussions
within organisations such as the
Warld Shipping Council, Danish
Shipping, BIMCO, and the Sustainable
Shipping Initiative, and with external
stakeholders at EU, IMO and UNFCCC
levels. We are also in dialogue with
the Danish Maritime Authority and
other national and regional autharities
around the world.

Our position is shared and
communicated to stakeholders and
industry organisations, some of which
may not share our stance on climate
change, our views on the pace at which
we need to move forward, and the tools
needed to combat its consequences.

Read mare about our pasition on
lobbying on page 21.

in 2020 compared to 2010. In 2016, we
reached a 25% reduction. In 2017, the
target was met because the data on
emissions from this year forward - to
reflect the continuing businesses — does
notinclude Maersk Oil, Maersk Drilling,
Maersk Supply Service and Maersk
Tankers. We are still striving to achieve
the Maersk Line target, as it emits more
than 97% of the CO, emissions among
the transport and logistics businesses.
We will reshape our CO, targets to
reflect the continuing businesses of
A.P.Moller - Maersk.

Improvements in the pipeline
In the coming years, we expect to see
new performance improvements.
First of all, we will receive eight new
vessels in 2018, which will replace other
less energy-efficient ones.

Equally important, we expect
substantial improvements to be -

13 Final Report: Recommendations of the Task Force on Climate-related Financial Disclosures (June 2017), The Cost of Inaction: Recognising the Value at Risk
from Climate Change, Economist Intelligencey Unit (2015), Climate change - The investment perspective, EY (2015)

14 Figure not comparable to previous years as it excludes Maersk Tankers

15 Includes Maersk Line, APM Terminals, Damco, Svitzer, and Maersk Container Industry

2017 RESULT

29-.

reduction in relative
CO, emissions across
all businesses in 2017
compared to 2010
baseline.**

33%

reduction across
continuing container
shipping, ports and
logistics businesses
in 2017 compared to
2010 baseline.*®

43

reduction in CO, per
container moved
by Maersk Line
compared to 2007
baseline.

IMPACT ON
SUSTAINABLE
DEVELOPMENT
GOALS

13 oo

L 4

17 PARTNERSHIPS
FOR THE GOALS

&
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achieved through the roll-out of our
Connected Vessels project, which
focuses on upgrading data collection
and reparting systems on our vessels.

In doing so, we enhance our ability

to monitor and guide planning and
operational performance of our vessels.
Real-time, coordinated data for the
routes sailed and the amount of time
spent in ports will lead to lower fuel
cansumption, less time wasted and
fewer delays (see case story on current
work below).

In total, we expect these initiatives to
reduce our fuel consumption by 0.5%
every year over five years, corresponding
to a reduction of approximately 847,000
tonnes of CO, eq.

A future beyond efficiency
A.P.Moller - Maersk led the container
shipping industry onto an efficiency
course in 2008, when we set our first CO,
reduction target. This has been raised
several times since, and according to the
Clean Cargo Waorking Group benchmark,
our average weighted CO, performance
is slightly lower than in previous years,
but still approximately 10% ahead of the
industry average.

In 2016, Danish Shipping conducted
a study outlining what shipping would
have to do to meet the Paris Agreement
on par with other industries. The
canclusion from this study is that fuel

efficiency is not sufficient, and that new
low-carbon energy sources for shipping
willincreasingly be needed from 2030
onwards.

Through early innavation projects,
A.P.Moller - Maersk has been testing
different technologies that may
contribute to this new paradigm in
shipping. Among these projects, we have
explored how the use of renewables
may be used to power vessel operations.
Our ventures into alternative fuels have
been few so far, but it is an area where
we intend to intensify our efforts in the
coming years.

Based on our experience fram
efficiency work, innovation and
advocacy, itis clear to us that the
transition to low-carbon shippingis a
challenge for the whole industry rather
than any one company. In 2017, we
expanded the scope of our climate
change work, and will be working with
the industry towards decarbonising
logistics.

WHAT CARBON PARTNERS CAN DO

Maersk Line is helping Philips Lighting
realise its ambition of becoming carbon-
neutral by 2020. In what is called a Carbon
Pact, the two companies collaborate

on targets for CO, emission reductions,
based on three-year projections, and for
transparency and development of tools.

With more than 40% of Philips
Lighting's tatal carbon footprint coming
from its supply chain logistics, this is an
obvious place to begin the road towards
carbon neutrality. Shared targets have
been set after Maersk Line analysed the
challenges involved, analysed trading
patterns and identified actions that can
be taken today as well as in the future.

Philips Lighting receives a report
detailing its precise carbon footprint
performance. By shipping with
Maersk Line, Philips Lighting has saved
approximately 1,200 tonnes of CO,,
compared to the industry average.

“The supply chainis one of the first
places a company needs to look to
make sure it is doing everything passible
to bring down its carbon footprint,”
says Greg Boyle, Global Director Ocean
Freight & Distribution at Philips Lighting.

Philips Lighting and Maersk Line won
the Ethical Corporation Responsible
Business Awards 2017 in the ‘Business
to Business Partnership of the Year’
category with the Carbon Pact. The
award is given to a partnership that
demonstrates leading sustainability
performance through long-term,
mutually beneficial collabaration.

SHARE OF CO.
EMISSIONS IN
OUR TRANSPORT
AND LOGISTICS
BUSINESSES

Maersk Line's CO,
emissions constitute
a majority of the total
emissions of our
continuing businesses
in container shipping,
ports, and logistics.

97.7%
Maersk Line

° 1.3%

APM Terminals

Damco

o 0.7%
Svitzer

Maersk
Container
Industries

COLLABORATING ON FUEL EFFICIENCY

In Mumbai, India, around 40 people — many

of them seafarers — work in the Global

Vessel Performance Centre, engaging with

crews on the approximately 600 vessels

operating in Maersk Line's fleet. The

purpose of the engagement is to optimise

voyages in terms of fuel efficiency.
Optimising engine performance

and planning around weather events

are important elements. By carefully

analysing consumption and operations,

the centre is able to talk to captains

about the virtues of constant power

versus constant speed. Sg, in strong

headwinds, it is better to maintain power

at the same level, even if that slows the

vessel down, and then increase speeds

- but not engine power — once the winds

have died down. Or the performance

centre may spot bad weather coming

up, and advise vessels in the area on

alternative routes. In doing sg, they

can ensure the safety of the crew and

A.P. Moller - Maersk

cargo as well as guaranteeing the most
economical voyage.

The centre has been in operation
since 2012, and has saved the company
at least 400,000 tonnes of fueland

USD 250 million. With the roll-out of
the Connected Vessel project, the input
from vessels and the analytics available
willincrease enarmously, and in turn the
patential for savings.

SUPPORTING
DISCLOSURE

A.P.Moller - Maersk

is a signatory to and
supports the Task Force
on Climate-related
Financial Disclosures’
recommendations,
and we are committed
to developing our
climate disclosures in
accordance with the
TCFD's guidelines.

Taking on the food
loss challenge

Reducing the loss of food is increasingly
important. By 2050, food demand is
predicted to have increased by 50%.
Already, some 800 million people are
suffering from food scarcity.'® At the
same time, one-third of all food is
wasted either in the fields, through
transport or with the end-consumer.

Of all food loss, one-third accurs
during post-harvest, on the journey froam

a1
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producer ta market. Key factors causing
this are inadequate infrastructure and
means of transport, as well as a lack of
access to adequate technologies for
storing, transporting and processing
perishable goads.

Combining opportunity

and responsibility

A.P.Maller - Maersk holds about 27%
of the global market for transporting
foad in refrigerated containers both

by sea and on land. Our ambitionis to
use our competencies and products to

It is critical to strengthen supply chains for the
safe transport of agricultural products to combat
hunger and improve food security.

n

CORINNE FLEISCHER

Director, Supply Chain, World Food Programme

16 fao.org/state-of-food-security-nutrition/en/

RESPONSIBLE BUSINESS PRACTICES

expand cold chains to earlier stages in
the supply chain. This will be part of our
provision of end-to-end services, and

we believe it holds significant business
potential. It also enables potentially large
reductions in food loss, making it a clear
sustainability priority for A.P. Moller -
Maersk.

Consequently, we will establish
partnerships to support and enable our
businesses to develop solutions that
will protect food in the post-harvest part
of its journey towards consumption.
This willincrease productivity for
food producers, and patentially have
a positive impact on local economic
development.

We are taking on this issue as a
combined business development and
sustainability challenge, and we will
invest on the scale of millions of USD in
developing technical solutions over the
next three years. We believe that the
outcome of these investments could
create scalable solutions to food loss in
logistics.

ASSURANCE AND PERFORMANCE DATA
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GLOBAL FOOD LOSS

1/3

of all food waste is
lost post-harvest.

SHARE OF FOOD
TRANSPORT

27%

of the global market
for transporting

food in refrigerated
containers on both sea
and land is held by
AP. Moller - Maersk.

IMPACT ON
SUSTAINABLE
DEVELOPMENT
GOALS

=

QO

1 PARTNERSHIPS
FORTHE GOALS

&
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Governance and materiality

In a year of re-organisation and transition, sustainability
governance adapts to new circumstances.

ince September 2016, A.P. Moller -

Maersk has been transforming
from a conglomerate to one company
with multiple brands focused on
transport and logistics, while separating
out our activities in the energy sector.
This change offers a new lens through
which to look at our business, and
sustainability governance and integration
must therefore also be adapted to suit
the new arganisation and its priorities.

Adapting structures and processes
With the adaptation of our sustainability
priorities to our new business strategy,
we will establish three project boards,
each with an executive spansor, to
drive the work on shared value projects
within climate change, trade and food
loss. A fourth shared value project on
ship recycling already has a steering
committee with an executive sponsar.

Furthermore, sustainability
integration plans for the brands in
transport and logistics were developed,
including materiality assessments. The
plans align with our overallbusiness
priorities and the strategy for each of
the brands.

We also designed a shared annual
pracess for monitoring, reviewing and
following up on ambitions and targets
for sustainability issues. In accordance

with the expectations of the UN

Guiding Principles on Business and
Human Rights, this process includes
ongoing due diligence activities to
review our effarts against established
international benchmarks. It also implies
closer integration of materiality and
performance assessment activities.

The pracess will be implemented in 2018.

Strong foundations

In 2017, the two foundational elements
in governing our sustainability efforts
remained the same: the Commit
framework for governance and the
Sustainability Council.

The Commit framewaork has palicies
and requirements against which
performance is monitored, reported
and audited. It continues to cover all
businesses under the A.P. Moller - Maersk
umbrella.

The Sustainability Council is our main
governing body, ensuring a cohesive
approach to managing sustainability
issues across A.P. Moller - Maersk. Its
four main functions are:
¢ Tooversee compliance on A.P. Moller -

Maersk sustainability standards and

palicies
¢ Toendorse strategies and

positions on sustainability within
the businesses

¢ Tokeep track of the most prominent
movements on sustainability across
A.P.Moller - Maersk

e Toactas a forum for resolution of
dilemmas related to sustainability
across A.P. Moller - Maersk.

As we finalise the planned structural
changes in 2018, we will adjust our
sustainability governance accordingly.

Key Council activities in 2017
In 2017, members of the Sustainability
Council were: Claus V. Hemmingsen
(Chair and Vice-CEO of A.P.Moller -
Maersk), Seren Toft (Maersk Line),
Kevin Furniss (APM Terminals), Martin
Holme (Damco), Leonardo Sonzio
(Svitzer), Jern Madsen (Maersk Drilling),
Christine Healy (Maersk Qil), Steen
Karstensen (Maersk Supply Services)
and Annette Stube (Sustainability).
Among the items on the Council's
agenda for the year were the review of
the company's sustainability priorities,
sustainability governance in the future
A.P.Maller - Maersk, impraving safety,
and revisions to the responsible
procurement programme.

Solidifying materiality
2017 was the second year we applied
our new materiality approach, which

OUR COMMITMENT TO SUSTAINABILITY

Our commitment to sustainability remains
consistent across all A.P. Moller - Maersk
businesses and brands.

In everything we do within sustainability,
we work from these principles:

o AP.Moller - Maersk is committed to
ensuring that our business practices
are safe, responsible and transparent,
in accordance with our Core Values
and the principles of the UN Global
Compact on human rights, labour
rights, environment and anti-corruption.

A.P. Moller - Maersk

» \We define corporate sustainability
as working systematically to reduce
negative and enhance pasitive
impacts on people, society and
the environment, and as seeking
to leverage these efforts for risk
mitigation, competitive advantage
and business growth.

» We further aim to unlock growth
for society and A.P. Moller - Maersk
by leveraging the care strengths of
our businesses to address global

challenges through innovation,
investment and collaboration.

The companies in the Energy division are
committed and will comply and commit
as all other businesses in the campany,
but are not included in the sustainability
priorities defined for the transport and
logistics businesses.

THE CORE VALUES
OF A.P. MOLLER -
MAERSK

Constant care
Take care of today,
actively prepare for
tomorrow.

Humbleness
Listen, learn, share and
give space to others.

Our employees
Theright environment
for the right people.

Our name

The sum of our Values:
passionately striving
higher.

Uprightness
Our word is our bond.

assesses and groups issues as either
risk, responsibility or shared value. This
takes us beyond the materiality matrix,
which we have found to be too static.
With our new approach, we have a tool
that enables a deeper conversation
about the nature and impact of the
issues, the inclusion of a wider range of
sources for discussing and assessing
materiality, and better guidance on how
agiven issue should be managed.

INTRODUCTION ~ A CHANGING WORLD

Changes made in 2017

In 2017, we updated the risk register
that provides the basis for assessing
sustainability issues as risks to our
business. Sustainability risks that

meet the financial threshold are also
incorporated in our enterprise risk
management system. As part of this
process, we identified two new potential
issues related to partnerships. We found
neither of these to be material at this
time, but we will explore and analyse
these furtherin 2018.

RESPONSIBLE BUSINESS PRACTICES

Another outcome was the downgrading
of the issue of ballast water. The Ballast
Water Treatment Convention entered
into force in 2017, and the US Coast
Guard has now approved six systems
to perform the task. The risk reported in
previous years relating to the installation
of a non-compliant ballast water
treatment system has therefore been
significantly reduced. A.P. Moller - Maersk
has a compliance plan, and is currently
working with suppliers to implement it.
We also believe that the regulation —>

THE 2017 A.P. MOLLER - MAERSK SUSTAINABILITY GOVERNANCE AND INTEGRATION FRAMEWORK

A.P. MOLLER -
MAERSK

EXECUTIVE
BOARD

* Overall responsibility
for sustainability in
A.P.Maoller-Maersk

PROJECT
BOARDS

» Oversee and drive progress
on shared value projects:
inclusive trade, ship
recycling, low-carbon
logistics and food loss

Coordinate resources to
match ambitions

Executive sponsors and
cross-organisational
membership

» Own the brand sustainability
integration plans and
OVETSEE Progress in
Maersk Line, APM Terminals,
Damco, Svitzer and
Maersk Container Industry

* Engaged through biannual
progress updates/reviews

SUSTAINABILITY
COUNCIL

» Primary governance body
on sustainability

* Ensures oversight and
discussion of dilemmas

BRAND

COMMIT RULE
OWNERS

MANAGEMENT
TEAMS

« Own Commit rules’
on health, safety and teams
environment, anti-
corruption, global labour,
responsible procurement
and reporting, and ensure
compliance across
AP.Moaller - Maersk

SUSTAINABILITY

* Ensure that governance
mechanisms are leveraged
to drive progress on
sustainability

* Provide biannual
reviews/updates for the
Sustainability Counciland
brand senior leadership

* Review target-setting and
progress together with
Commit Rule Owners to
deliver outcomes and
impact

« Drive progress within

programmes

» Conduct periodic reviews
of targets and progress

Close
collaboration

Effective 1 December 2017, the Board of A.P. Moller - Maersk strengthened the management of the Company by appointing the Chief Operating Officer,
Chief Commercial Officer as well as the CEO of APM Terminals to the Executive Board.

1 The A.P. Moller - Maersk governance framework

ASSURANCE AND PERFORMANCE DATA
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Participating in
the materiality
assessment for
Damcowasa
very positive
experience for me.
The involvement
of the entire
global leadership
team of Damco in
the sustainability
discussions and
decision-making
has reinforced

a sense of
ownership.

n

MARTIN HOLME
Asia CEQ, Damco
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has mitigated the risk to the environment.
Consequently, ballast water treatment
is now part of normal operational
compliance and not a risk that we will
continue to report on.

In terms of developing a tool to
improve our assessment of reputational
risk, we did not progress furtherin
2017.

In light of the changes to our business,
we also analysed our sustainability
priorities vis-a-vis the United Nations’
SDGs, which raised the importance
of food loss and the health of oceans
when determining materialissues. The
oceans are primarily a responsibility
issue, in accordance with the criteria
shown below. Food loss is deemed
to be a challenge that we can take on
under our shared value approach. This is
applied when our business strategy and

sustainability priorities clearly intersect,
and we are able to help find solutions at
scale through our business.

Stakeholder engagement
Issue owners at A.P. Moller - Maersk
continuously engage with relevant
external stakeholders through their daily
work and in dedicated fora.

We collaborate closely with the
UN Global Compact, the Clean Cargo
Waorking Group, the World Economic
Forum, the Caring for Climate initiative,
the Sustainable Shipping initiative, the
Maritime Anti-Corruption Network,
the Global Alliance for Trade
Facilitation, the World Ocean Council,
and the Logistics Emergency Teams
organisation. As members, we
contribute to industry organisations
such as Danish Shipping, the Baltic

PARTNERSHIPS

€ LEAD %

WRORLD
ECONOMIC
FORUM

Caring for Climate

GLOBAL ALLIANCE
FOR TRADE FACILITATION

and Nordic Maritime Organisation
and the World Shipping Council. We
communicate regularly with issue
experts in the International Maritime
Organisation and other UN agencies, as
well as national agencies, for example
the Danish Institute of Human Rights.
We are also in regular contact with
non-governmental organisations
such as Oxfam IBIS, Action Aid, and
Transparency International, universities
and think tanks, just as we respond
to questionnaires and surveys from
investors and ranking agencies.

INTRODUCTION ~ A CHANGING WORLD  RESPONSIBLE BUSINESS PRACTICES

HOW WE MANAGE OUR INFLUENCE

A.P.Moller - Maersk will share our
positions with and contribute our
expertise to governments, authorities
and organisations. For areas relevant to
our business and industry, we participate
in expert fora and contribute to policy
development and legislative processes.

We view the pursuit of influence on
framewark conditions for our business
and industry as a legitimate activity. This
includes contributing to effective, balanced
and fit-for-purpose policies and regulations.
As a global provider of transport and
logistics services, we are often called on
for expert input and industry insights by
government representatives.

Locally, our representatives are in
dialogue with governments and authorities
as part of the ongoing interaction between
authorities and the business community.

Regionally and globally, we aim ta
ensure consistent presentation of
positions and messages, and ta interact
with policy-makers and government
authorities in accordance with our values
and commitment to responsible business
conduct. This includes explaining our
positions to stakeholders.

Consistency in position and messages
is a key conceptin our work. We are
affiliated to a number of industry
associations. Our position on some issues
may differ from that communicated by
one or more of these organisations. This
will normally not affect our membership
status. We will stay vocal and consistent in
our own messages, clearly communicating
our position inside and outside these
organisations (see example on climate
change on page 15).
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MATERIALITY MODEL

1 2

INPUT ANALYSIS

®

Frameworks and filters

Assessment criteria

UN Guiding Principles on
Business and Human Rights

UN Sustainable

Stakeholder RESPONSIBILITY Development Goals

engagement

)

UN Global Compact principles

Does saciety expect us to contribute to managing the issue?

Do our values and commitments require us to take action?

Does A.P. Moller - Maersk have significant impact
on the issue?

A.P.Moller - Maersk
Core Values

Business strategy

SHARED VALUE < UN Sustainable

Issues

research @

Megatrends
analysis

BRAND INPUT

A.P. Moller - Maersk

Development Goals

Is there a major societal need/challenge?

Is A.P. Moller - Maersk able to deliver market solutions at scale
through our existing business?

Can we drive collective action for change within the industry?

Risk assessment using
enterprise risk management
methodology

Does the issue have a significant social or environmentalimpact?

Does the issue present a significant financial or reputational
risk to A.P.Maller - Maersk's ability to achieve its business
objectives?

Issue briefs for brand leadership
teams, incl. risk, respansibility
and shared value assessments of
eachissue

==

Brand leadership Prioritise materialissues

materiality workshop
Determine each brand's level
of ambition for materialissues

3

ASSESSMENT

New issues in 2017 are highlighted in blue.

Q RESPONSIBILITY

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

Issues:

Injuries and fatalities

THE THREE

DIMENSIONS OF
MATERIALITY

O ris«

Issues:

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

Major accident/oil spill/chemical spill

Labour rights in indirect hiring and of
subcontracted workers

Diversity and inclusion

Tax practices and transparency

Transport and other services to/from
conflict zones

Land acquisition and resettlement by
linked third parties

Disaster response

Armed security services

Health of the oceans

@ SHARED VALUE

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

Reduction of CO, emissions

Inclusive trade

Food loss

Major non-compliance with
corruption regulations

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

Uneven playing field in the enfarcement
of global SO« regulations
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OUR AMBITIONS AND PROGRESS

Our ambitions and progress

ISSUES Personal safety Human and labour rights Diversity and inclusion Responsible procurement Oil spills Air emissions (SOxand NOx) Ocean health
WHAT IS Safety at work is a basic human right. Respect for human rights contributes to an Discrimination bars people from living up to their International companies’ purchasing decisions Large-scale oil spills may have serious and The air emissions from ocean-going Ocean health is pivotal to the health of nature
THE IMPACT Furthermore, workplace conditions directly environment where people may live with full potential, creates inequality as well as less impact environmental, social and economic long-lasting impacts on human health and/or shipping has negative effects on the natural and people across the globe. The prevalence
ON SOCIETY? influence the well-being of not only workers but freedom and dignity. This enables sustainable stable and prosperous societies. conditions around the world, either furthering the environment. environment and human health. of, for example, higher sea temperatures and
also their families and communities. development and prosperity. or holding back the development of a more plastic waste indicates that ocean health is
sustainable world. under threat.
WHAT IS .5 Keeping our people safe is our first and In line with our values and commitment Itis a basic obligation to us that, as a o The trustin our brand will be damaged Major spills and accidents may cause We operate in a highly competitive Emissions from our activies contribute
THE IMPACT S5 E primary responsibility as a company. Itis to the UN Global Compact and the UN matter af fairness and commitment to if sub-par practices are used by our fatal accidents. Our business may industry, and without a level playing to acidification and rising temperatures,
ON MAERSK?' £ 5 < acore value for us, and an unequivocal Guiding Principles on Business and Human human rights, our employees must not be suppliers and brought to the public’s suffer financial damages through fines field in terms of compliance and the which obligates us to act. As a citizen of
g o % expectation from our employees, their Rights, we must respect human rights, discriminated against. attention. and recovery operations, as well as enforcement of environmental regulation, the oceans, our stakeholders expect us
oEE families and communities. including labour rights, in our operations reputational damage. the competitiveness and profitability of to contribute to finding solutions.
° and business relationships. compliant companies will be hurt.
Responsibility

The ultimate risk related to safety is that of

Reputational damage may occur if our company

Talent is diverse by nature. It is about being able

Our commitments and values obligate us to

We control the risk of spills through focusing on

We strive to minimise our operations’ negative

Less predictable weather conditions as a

4 fatalities occurring in connection with our and our supply chain are seen to have a toretain diverse talent and to support that talent ensure that our suppliers’ business practices safe processes for HSE management. impact on the natural environment and are result of climate change and the subsequent
@ S vElE 5 é operations. Such events may carry business- significant negative impact on human rights, in an inclusive environment, enabling competitive do not impact negatively on environmental or committed to full compliance with regulatory acidification of oceans can damage crew,
52 related risks including legal action, fines, including labour rights. Financial damages may advantage through increased engagement and social issues. demands. cargo and assets.
oo reputational damage and loss of license to occur if compensation or fines have to be paid. innovation.
o Risk g8 operate.
The CEQs of each business/brand are responsible Gap assessment and action plans on human Labour relations Commit rule outlines our Commit Rule on Responsible Procurement The CEQ of each business is responsible for Our regulatory work is guided by positions Our work on healthy oceans is governed
GOVERNANCE for having a safety management systemandliving  rights gap issues are mandated by the expectations with regards to non-discrimination with monitoring owned by the procurement implementing an HSE management system approved by the Sustainability Council. through the Sustainability Council.
up to the requirements in the related Commit rule. Sustainability Council. of employees. department and overseen by the Sustainability and living up to the requirements in the HSE Operationally, our efforts to minimise negative Operationally, our efforts to minimise negative
Work is coordinated across businesses through Council. Commit rule. environmentalimpacts are governed through environmentalimpacts are governed through
the Health, Safety and Environment Committee, the Commit Rule on HSE management. the Commit Rule on HSE management.
which reports to the Sustainability Council.
Our overriding ambition is clearly and simply that ~ We strive to ensure that our business activities We aspire to build a culture that is inclusive, Ensure compliance with Commit Rule. Zero spills, as defined in A.P. Moller - Maersk’s To mitigate the risk, our key ambition is to drive Support the science community in developing
AMBITIONS our people always return home unharmed. do notimpact human rights negatively. where we can attract from the widest talent pool, Determine the baseline of responsible Sustainability Data Reporting Manual. regulatory enforcement towards a level playing solutions to protect the health of oceans,
where employees can contribute to their fullest, procurement risk outside of the procurement field. and continuously reduce our own impacts
ideas are heard and collaboration is leveraged. system and capture the informationin the system. on these.
Zero fatalities. Fullintegration of human rights in sustainability Targets for representation of women on the Ensure compliance with Commit Rule. Zero non-contained spills above 10 m? as Maintain orimplement solutions that will Mature the partnership with the World Ocean
@ TARGETS Continuous improvement in targets for lost-time governance. Board of Directors of three female members if Perform 70 audits, including all terminal defined in A.P. Moller - Maersk's Sustainability enable full compliance with regulatory Council and the science community.
incidents for each business going towards zero. the Board consists of less than 12 members, and vessel construction sites and have Data Reporting Manual. demands. Develop positions alone and with Explore partnership opportunities in the
four female members if 12 or more members, 430 questionnaires completed by suppliers. others that are deemed to level the playing field.  marine plastic litter community.
and for share of women and nationalities in four Fully comply with regulatory demands.
leadership categories (see page 33.)
The number of fatalities increased compared to Rolled out a new human rights standard for Progress has been made on gender diversity, but Approval of a new priority programme for Zero non-contained spills above 10 m? as Position established on the use of low-sulphur Collaborative project descriptions developed
PROGRESS 2016, as seven people lost their lives working for armed security in onshore operations. the pace of change needs to be accelerated. New responsible procurement of trucking and defined in A.P.Moller - Maersk's Sustainability fuels and not scrubber technology. with the World Ocean Council
IN2017 us, compared to two in 2016. Training of staff on labour standards for strategy for diversity and inclusion approved. warehouse services. Data Reporting Manual. Measures to comply with requirements for Other opportunities explored and matured in
Lost time injury frequency performance in 2017 sub-contractors involved in asset construction. 68 audits performed, 569 self-assessment limiting emissions of NOy being implemented. the broader science community.
varies across our businesses. See p. 29 for 23% women in leadership questionnaires filled. Twao registred SOx non-compliances with the
individual business performance. 26%women ) 33 training workshops for 327 employees 0.1 cap in regional emission controlled areas.
31% target nationalities in leadership T T T e e—
69% target nationalities e .
Simplification of responsible procurement
(See page 33) A »
processes and integration into existing systems
to further compliance.
IMPACT ON P 8.8 Protect labourrights and ey 8.5 By 2030, fulland productive [ 5.1 Endall forms of discrimination ¥ -9 126 Encourage companies, el 3.9 By 2030, substantially reduce [ 3.9 By 2030, substantially reduce 14 tmsow 14.1 By 2025, preventand
SUSTAINABLE /‘/' promote safe and secure working /\/ employment and decent work for all, against allwomen and girls LGN especially large and transnational the number of deaths and illnesses the number of deaths and illnesses POSSIN significantly reduce marine
DEVELOPMENT ‘I' environments for all workers ‘|| and equal pay for work of equal value g‘ 5.5 Ensure women's fulland m companies, to adopt sustainable —/\/\/\V from hazardous chemicals and —’V\/\Q from hazardous chemicals and pollution of allkinds
GOALS AND 8.7 Takeimmediate and effective effective participation and equal practices air, water and soil pollution and air, water and soil pollution and 14.3 Minimise and address the
TARGETS? measures to eradicate forced labour, opportunities at all levels of decision- contamination contamination impacts of ocean acidification,

end modern slavery and human
trafficking and eliminate the worst
forms of child labour, by 2025 end
child labour in all its forms

8.8 Protect labour rights and
promote safe and secure working
environments for all workers

16.3 Promote the rule of law at
national and international levels and
ensure equal access to justice

PAGE MOISTIE
STRONGNSTTUTINS

making

10 22 10.2 By 2030, empower and
promote the social, economic and
@ politicalinclusion of all people
10.3 Ensure equal opportunity and
reduce inequalities of outcome

14.1 By 2025, preventand
significantly reduce marine
pollution of all kinds, in particular
from land-based activities

"

14.1 By 2025, preventand
significantly reduce marine
pollution of all kinds, in particular
from land-based activities

u-

including through enhanced
scientific cooperation at all levels
el 17.16 Enhance the global
17 FORTHE GOALS . ?
partnership for sustainable
@ development to support the
achievement of the SDGs

PAGE

28-30

&l

2=

34-35

36-37
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1 Issues can be material to A.P. Moller - Maersk as responsibility, risk or shared value. Our materiality assessment leads us to conclude which is the dominant dimension,
butin many cases issues display significant aspects of other dimensions as well. Read more about materiality on page 18.

2 Read more on how A.P. Moller - Maersk responds to the SDGs at maersk.com/business/sustainability/sustainability-reports-and-publications/publications

SDG targets have been abbreviated. For unabridged targets, please see maersk.com/business/sustainability/sustainability-reports-and-publications/publications
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Anti-corruption

Responsible tax

Climate change / CO, emissions

Inclusive trade
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Ship recycling
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Food loss

Corruption is a systemic issue in many parts of the world,
undermining social and economic development and destabilising
the environment for doing business.

Well-functioning tax systems locally and internationally help
finance education, infrastructure and other public services
which are prerequisites for economic development and stable
framework conditions for businesses.

More severe weather events, higher death rates among humans,
higher extinction rates for animals, more acidic oceans and
higher sea levels are the consequences of rising temperatures
due to climate change.

Including more people and communities in international
trade will create the basis for new growth and prosperity, but
it requires adequate measures to distribute prosperity gains
across population groups.

85% of ship recycling globally takes place at substandard
facilities mainly in South Asia, in spite of significant
environmental and social challenges.

30% of all food produced is not consumed but lost or
wasted in the chain from producer to consumer. Food loss
also connects to issues of malnutrition, climate change and
societal development.

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.

We recognise the need for companies to support the local
economies in which they do business and accept our
responsibility to manage our tax affairs in a responsible
way.

@ To keep global warming below 2 degrees, the transport

sector needs to cut its emissions significantly. Our
experience and insights can create innovations that will
be applicable across the logistics value chain and pave
the way for decarbonising logistics as part of our revised
sustainability priorities.

@ Lowering barriers to trade can enable new groups

to become part of global trade, creating new income
and new growth. As a trade and logistics business,
A.P.Moller - Maersk benefits from growth in global trade.

Improving the standards at yards in Alang, India, will
establish more responsible ship recycling options for
shipowners, while benefiting the life, natural environment
and prosperity of workers and communities.

Curbing food loss will provide economic benefits to
communities, as more of their harvest can be traded
and more food will be available to feed the world. Our
cold chain logistics offerings benefit from increased
volumes traded.

We have a responsibility to counter and not contribute to corrupt
practices, and as leaders in our industry to take a frontrunner role
in eliminating facilitation payments and thereby reducing the
costs of international trade.

Lack of transparency on tax may lead to rigid over-regulation and
have a negative impact on our brand and reputation.

Ocean transport contributes significantly to global warming
through greenhouse gas emissions. As a market leader, we must
take action to limit these emissions.

Inadequate CO, regulation within shipping sustains an uneven
playing field, and may lead to a loss of business to other modes of
transport, as well as a loss of customers' trust. Climate change
effects can be a threat to our assets and investments.

Shipping has the potential to connect people and communities
to the global economy. Our expertise should be put to use in
order ta include more people as beneficiaries of growth
through trade.

Lack of inclusion may result in trade being curbed by
protectionist measures around the world which is detrimental
to our business model.

AP.Moller - Maersk is linked to the issue of ship recycling in
many more ways than our own ships, including when we sell off
ships, charter ships and have our cargo on other shipowners’
vessels. As such, our responsibility to act on this problem is clear.
There will be an uneven playing field if others are not willing to
pay for responsible ship recycling. Reputational damage may
occur due to criticism of first-mover position in Alang.

Our market share of food transported in refrigerated
containers is 27%. This strongly connects us to the issue
and provides us with leverage.

Our work to combat all forms of corruption is governed by the
Commit Rule on anti-corruption, owned by the Legal department.

Our approach to tax is directed by the A.P. Moller - Maersk Tax
Principles (approved by the Board of Directars), and this is
governed through our Commit Rule on Tax Compliance.

Our regulatory work on climate change is guided by positions
governed through the Sustainability Council. A dedicated project
board with an executive sponsor will be established in 2018.
Operationally, our work to reduce CO, emissions is managed
through the Commit rule on HSE management.

Ambition is governed by the Sustainability Council
A dedicated Project Board with an executive sponsor will be
established in 2018.

A.P.Moller - Maersk’s Responsible Ship Recycling Standard
is approved by the Sustainability Council. The ship recycling
project is overseen by a steering group with an executive
SpoNsor.

Ambition is governed by the Sustainability Council. The
project will from 2018 have a dedicated project board with
an execuitve sponsor.

We want to be seen as leaders in the fight against corruption
in the maritime industry through both multi-stakeholder
collaboration and our own actions.

Be recognised by tax administrations as a responsible tax

payer, compliant with legislation and cooperating with the tax
authorities. Be recognised by investors and other stakeholders as
having responsible and transparent tax practices.

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.

Multiply the benefits of trade through digitisation of trade
processes and other measures that remove barriers
totrade.

We aspire to be part of transforming the global ship recycling
industry to promote responsible practices and greater
transparency.

Halve food loss in logistics from producer to market.

Zero bribery, fraud and facilitation payments.

Continue to engage in dialogue with stakeholders on tax
matters and to ensure full compliance with tax regulations.
Meet our commitment to implement the B Team Responsible
Tax Principles as a founding signatory.

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

We willinvest on the scale of millions of USD in digital solutions
that facilitate trade. We will provide dedicated support for the
fullimplementation of the WTO Trade Faciliation Agreement.

Continue to invest and work on the ground with selected yards
in Alang.

In partnership with relevant stakeholders develop the wider
Alang area, beginning with health capacity.

Initiate the Ship Recycling Transparency Initiative

Waorking in partnerships, we willinvest in innovations reducing
food loss in the supply chain, using our competencies within
the establishment of cold chains for transport.

Reduced Maersk Line facilitation payments by 96% compared
to 2016. The scope is Maersk Line-owned vessels, incl. sub-
brands.

Initiated pilot scheme with the Danish Foreign Service.
Strengthened framework for compliance across businesses.

Tax charge was USD 1,191 million. Updated tax principles mainly
address transparency, relations with the tax authorities and
reflect the OECD and EU developments to restrict the scope of
legitimate tax planning. Participated as a founding signatory in
the development of the B Team Responsible Tax Principles.

Reduced relative CO, emissions by 0.59% across all of our
businesses compared to last year, 29% compared to 2010
baseline.

Reduced CO, emissions per container moved by Maersk Line by
2.0% last year, 43.2% compared to 2007 baseline.

Decision to expand scope of climate change work to actively
pursue and advocate for low-carbon logistics.

Established joint venture company working on Global

Digital Trade.

Fromtu platform continuously improved.

Two tools launched on Connect Americas platform.

Carried out two studies of the total transport and logistics
costs in Kenya and Ghana on behalf of the WTO Global Alliance
for Trade Facilitation.

Received third-party confirmation that ship recycling which
complies with established international standards is possible
at three yards in Alang, India.

Initiated and launched the Ship Recycling Transparency
Initiative.

Completed a capacity study and launched mobile health clinic.

Programme initiated at the end of 2017.

16.3 Promote the rule of law and ensure equal

e access to justice

16.5 Substantially reduce corruption and bribery
in all forms

PACEOISTCE
STRONGHSTIUTINS

17 pnass 17.16 Enhance the global partnership for
FORTHE GOALS
% sustainable development to support the

achievement of the SDGs

17 msars

el 171 Strengthen domestic resource mabilisation
to improve domestic capacity for tax and other
@ revenue collection

7.3 By 2030, double the global rate of improvement
in energy efficiency

13.1 Strengthen resilience and adaptive capacity
to climate-related hazards and natural disasters in
all countries

17.16 Enhance the global partnership for

17 Meversurs
FORTHE GOALS

sustainable development to support the
@ achievement of the SDGs

ey 8.2 Achieve higher levels of economic productivity
/‘/ through diversification, technological upgrading

' and innovation

8.3 Promote development-oriented policies that
encourage small- and medium-sized enterprises

8.5 By 2030, achieve employment and decent
work for all

q tosmo 9.3 Increase access of small-scale enterprises to
financial services, affordable credit, and integration
into value chains and markets

&|

Er el 17-10 Promotea universal, rules-based, open,

non-discriminatory and equitable multilateral
@ trading system

17.11 Significantly increase the exports of
developing countries

17.12 Realize timely implementation of market
access for all least developed countries

17.16 Enhance the global partnership for
sustainable development

8.8 Protect labour rights and promote safe and
secure working environments for all workers

DECENT WORK AND

ECONOMICGROWTH

14 son 14.1 By 2025, prevent and significantly reduce
— marine pollution of all kinds

el 17-16 Enhance the global partnership for
% sustainable development to support the

achievement of the SDGs

g m. 2.1 By 2030, end hunger and ensure access by
QG all people to safe, nutritious and sufficient food
allyear round
2.2 By 2030, end all forms of malnutrition

12.3 By 2030, halve per capita global food
waste at retail and consumer levels and reduce
food losses along production and supply chains,
including post-harvest losses

17.16 Enhance the global partnership for
sustainable development to support the
achievement of the SDGs

17 nsars
FIRTHEGOALS

88289
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Safety in everything we do

othing is more impartant to A.P. Moller - Maersk

than to keep the people who work for us safe. This
has been a fundamental value for the mare than 100 years
we have been in business.

We did not live up to this value nor meet our own
expectations for safety in 2017. We experienced seven
fatalities related to our activities (compared to two in
2016), which occurred in APM Terminals, Maersk Line,
Maersk Container Industry and Maersk Drilling.

Maersk Line and APM Terminals as well as Maersk Oil
and Maersk Drilling registered more injuries per working
hours than the previous year, while Maersk Supply Service,
Maersk Container Industry, Svitzer and Damco improved
their lost-time injury frequency performance.

Seven fatalities and a negative developmentin the
frequency of lost-time injuries in half of our businesses is
a deeply unsatisfactory development. We must and will
take action toreverse the trend.

One critical factor in our plan is much broader leadership
involvement ta ensure that safety is an even more
integrated part of allmanagers’ mindsets.

With the objective of reducing operational risk, each
of the businesses and brands is creating plans to turn

around safety performance. APM Terminals has a five-
year safety strategy in place, which was lanched in 2014.
A new incident reporting tool was launched in late 2017,
allowing for improved, data-driven decision-making on
safety. At Maersk Line, a 2018 to 2021 safety plan has
been launched with five sub-streams: safety onboard,
shore safety management including improved follow

up on incidents and interaction with vessels, vessel
technology including design and engagement with key
suppliers, training and workshops, and cross-brand safety
projects, where A.P. Moller - Maersk can address common
industry challenges in the interface between the brands.

Five main priorities
Each of our businesses carries out the safety activities
and campaigns that are most relevant to their operations.
However, promoting safety is based on five key areas
within which all businesses work: leadership, behaviour
and culture, innovation and technology, competence and
capability, and knowledge sharing.

Each business has activities within each of these areas.
The next page provides examples of projects and their
outcomes as implemented in our businesses in 2017.

FATALITIES 2017

Business Location Description Employed by

Maersk Line At sea Crew member died from burns incurred during maintenance procedures.  Maersk Line

Maersk Line Atsea Crew member lost at sea under unknown circumstances. Maersk Line

Maersk Drilling Tambar Field,  Crew member died as a result of fatal injuries from falling overboard Maersk Drilling
Norway while carrying out maintenance on a seawater pump.

Maersk Container  Qingdao, China  Worker crushed under table during maintenance.

Industry

Maersk Container
Industry

APM Terminals

Salalah, Oman  Diver died after being found unconscious during underwater hullcleaning.  Contractor

APM Terminals

Salalah,Oman  Dock worker died as a result of falling from a height.

APM Terminals

APM Terminals Callao, Peru

outside the terminal.

Security guard crushed between trucks queuing for inspection

Contractor

A.P. Moller - Maersk

4

Safety is not something
we merely pay lip-
service to. Safety is part
of our heritage and is
central to running a good,
sound business. We're
disappointed when we
fail to meet our own
standards. When we lose
people, we are devastated.
The number of fatalities
we see this year is our
biggest regret. Going
forward, my colleagues
and I will actively ensure
even more management
attention to safety.

n

CLAUS HEMMINGSEN
Vice CEQ, Chair of

the Sustainability Council,
A.P. Moller - Maersk
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SAFETY ACTIVITIES - SNAPSHOTS

MAERSK LINE

APM TERMINALS

MAERSK CONTAINER
INDUSTRY

Leadership

Maersk Line has run a leadership
programme for all senior officers for
almast four years. The programme is
part of our safety strategy, as we believe
that better leaders leads to improved
safety performance. By end of 2017,
92% of the target group will have
completed the week-long leadership
training course.

Innovations & technology

As the first company in the industry,
Maersk Line has adopted a new
standard for the new vessels delivered
in 2017 and 2018 to significantly
increase the fire-fighting capability on
these container ships. Furthermore,

a project to imprave fire-fighting on
existing ships, bothin the cargo area
and in the engine room, was launched
in 2017 and will continue into 2018.
This includes both equipment upgrades
and training.

Competence & capability

Out of Maersk Line's 8,000 seafarers,
5,684 have participated in a one-day
safety awareness workshop since
2015. The focus has been on our most
risk-prone group of colleagues, including
1,488 cadets (officer trainees) and
junior officers.

o MAERSK SUPPLY
SERVICE

Behaviour & culture

Maersk Supply Service ensures safe
operations through safety collaboration
in connection with the new-builds in
China (see case story on p. 30.)

Knowledge & sharing

Maersk Supply Service is a member
of ‘Shell Partners in Safety’, a network
of 500 maritime partners with whom
Shell does business, and has, in 2017,
become a member of the Upstream
core focus group that is dedicated

to safety and resilience training. The
network focuses on raising safety
standards. In the Upstream Focus
group, experiences and best practices
in learning, resilience and management
commitment are shared.

Innovations & technology

APM Terminals'inland service business
in Chile has started to employ drones in
its safety work (see case story on p. 30.)

Knowledge & sharing

As part of a new formalised health, safety,
security and environment assurance
programme for APM Terminals, eight
‘cross audits’ were performed on four
continentsin 2017. Our own employees
conduct the audit and assess how

well the terminals’ safety priorities and
framework are implemented in the
operations and management approach.
At the same time, the cross audits

drive bilateral learning and enable good
practice sharing.

Ll
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MAERSK OIL

2

Behaviour & culture

2017 saw further progress on

Maersk Qil's Incident Free programme,
which was introduced in 2011 to ensure
a sustained focus on the protection of
people, the environment and our assets.
In Kazakhstan, we achieved a full year
without lost time to injuries (LTls), a
major milestone in an operated oiland
gas production business. This is built on
a year-on-year impraovement in the LTIF
of our operations in Kazakhstan, from
1.7in2012to 0in 2017.Key drivers
were the implementation of eight
Life-Saving Rules, which are based on
best industry standards and contribute
to embedding excellent safety
behaviour, driving compliance and
ensuring safe and efficient operations.

SVITZER

Leadership

At the Maersk Container Industry factary
in Chile, high levels of safety incidents in
2015 have been reduced by 75% over
two years. In the same period, production
line volume and speed has increased by
160%. The key contributor has been the
introduction of daily safety meetings in
all teams at the factory, where lessons
learned from recent incidents and near-
misses are shared to enable everyone to
understand and identify risk.

Behaviour & culture

Maersk Container Industry carried out
a safety culture assessmentin 2016,
and with follow-up activities, the safety
behaviour and mindset has supported
continuous improvements in the last
two years.

MAERSK DRILLING

Competence & capability

Maersk Drilling has developed a
Competency Assessment Programme
toidentify the right capabilities

and training requirements that will
ensure that the company has sound
organisational barriers in place, when it
comes to preventing major accidents.

Behaviour & culture

To further enhance behaviour and
safety culture, Maersk Drilling has run
campaigns with a focus on residual
risk. We are actively working on safety
culture programs and its human
elements to maintain a high level of risk
and safety awareness.

DAMCO

Competence & capability

Svitzer is focusing on proactive
reparting, self-assessments,
management visits and, not least, drill
exercises using different scenarios.
Svitzer also has in-house simulators
in multiple locations that train tug
masters in tug manoeuvrability and
management.

Innovations & technology

Reporting time, efficiency and
transparency fram Damco’s more than
500 safety, security and environment
audits carried out every year have been
improved with the implementation

of anew tool using tablets. Audit
results are entered directly into a cloud
based solution resulting in automated
workflows and auto-generated standard
reports. The result is quicker and more
effective corrective actions on safety risks.

SAFETY PERFORMANCE

Lost-time injury frequency
per business
H 2017 W 2016 2015

Transport and logistics division

Maersk Line’
[ | 0.54
|| 0.42
APM Terminals
I 1.66
] 1.53
Damco
[ | 0.30
] 1.04
Svitzer
[ | 0.28
[ 0.63
Maersk Container Industry
] 131
| 1.90
Energy
Maersk Oil
[ | 0.59
[ | 0.43
Maersk Drilling
|| 0.53
[ | 0.49
Maersk Supply Service

0.19
| 0.72

LTIf is lost-time injury frequency per one

million man hours.

The figures above are based on exposure
hours foremployees in operational scope
(see Sustainability Accounting Principles:
maersk.com/business/sustainability/
sustainability-reports-and-publications/

reports).

1 Maersk Line LTIf for seafarers, where
much of the operationalrisk lies, is 1.06 in
2017 (0.8in2016and 0.98in 2015).
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MORE THAN 7 MILLION MAN-HOURS WITHOUT AN INCIDENT

Every morning, Ames Ng puts on his hardhat, picks up his
clipboard and goes to work at the COSCO Shipyard Dalian
in China. He does this in spite of the fact that he does not
work for the yard. Ames works for A.P. Moller - Maersk as the
company's designated safety inspector who is overseeing
the caonstruction of four vessels faor Maersk Supply Service.
On 16 October 2017, with the first of the vessels
delivered, the yard celebrated 7.5 million man-hours without
a lost-time injury, an impressive safety track record. Just
as they had done after the first 500,000 incident-free
hours, the achievement was celebrated and prizes were
awarded to teams of shipyard workers who had displayed
excellent safety behaviour and acted as role models for their
colleagues.
Ames plays a big part in the safety success story. He
has been driving safety since day one of the contract,
engaging the yard in creating a safety culture, encouraging
inspections of the working environment, running safety
introduction courses for new employees and supporting
day-to-day compliance with safety standards.

/|

Besides promoting a strong safety culture,
I provide recommendations and suggest
corrective actions where safety can be
improved. I give feedback on safety lapses
during the construction work, and believe
that maintaining constant communication
with the yard is equally important for the
success of the project. I can proudly say that
this is my most successful project to date,
and I had a great experience learning from
people around me.

n

AMES NG
HSEQ Officer, Maersk Supply Service Site Office,
COSCO Shipyard Dalian, China

ONE DAY, ONE COMPANY,
ALL SAFETY

Across all businesses, 27 April
2017 was dedicated to the
importance of constant safety
vigilance, whether on board a
vessel, warking on an offshare
platform, in an office or at home.
Under the heading '24/7 safe’,
A.P.Moller - Maersk's third Global
Safety Day provided a wide variety
of experiences. In Maersk Oilin
Denmark, there was a campaign
to make everyone a ‘safety leader’
through townhalland team
sessions. In Svitzer, films, posters
and quizzes were used to engage
employees in discussing the
question “What would you do?".
And at our headquarters, a '24/7
Safe challenge’ took place, with
teams engaging in safety-related
challenges, games and quizzes.
Offshore colleagues on rigs
also spent an hour engagingin
Safety Day activities —including
‘tips and tricks' for long-haul
flights, useful information on
sleep and fatigue management,
and discussion groups where
crews can share their own tips
for maintaining their health and
wellbeing whilst on the rig 24/7.

DRONES FOR SAFETY

Due to the nature of their business, APM Terminals’ ports
and inland terminals inevitably have many safety risks, with
containers stacked high, cranes and trucks moving around,
and truck drivers entering the premises and carrying out
isolated tasks without being trained in the APM Terminals
safety culture.

The inland service business in Chile has come up with
anew idea forimproving safety. Since late in 2016, they
have used a drone to periodically film the site's operations,
looking at traffic flows, monitaring container stack
efficiency and unsafe behaviour, for example truck drivers
leaving their cabins.

A.P. Moller - Maersk

Using drones, operations can be documented and
analysed from above. It pravides a point of view that was
not available before.

In 2017, using the drone has led to changes in the way
workers perform maintenance of reach stackers, redirect
the traffic flow and place container stacks. The result is a
clearimprovement of the safety situation.

The drone s also used to inspect hard-to-reach areas such
as rooftops and cranes. This has enabled APM Terminals to
almost eliminate the exposure of employees to the risks of
working at heights.

The management team in Chile now has plans to
systematically review all critical tasks using the drone.

IMPACT ON SUSTAINABLE
DEVELOPMENT GOALS

DEGENT WORK AND
ECONOMIC GROWTH

o
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Enhanced integration
of human rights

H uman rights provide a compass for carparate
conduct in a world of rapid change and disruption.
For A.P.Moller - Maersk, human rights due diligence is a
continuous process. We are not perfect, but we are fully
committed to the journey and to being accountable faor
our progress.

With an 18% share of the market for containerised
trade, A.P. Moller - Maersk finds itself at the heart of
globalisation. Our work depends on the liberal, rules-based
and multilateral world order that has brought prosperity
to millions of people. Human rights are part of the fabric
of that world order. As we embrace globalisation’s new
opportunities, we also stand up for the core values and
institutions that make it possible.

Our 2017 focus

In 2017, our human rights work focused on two key

elements:

¢ reviewing and embedding human rights management
in the new A.P. Moller - Maersk organisation. In order
to do this, we carried out an internal gap analysis that
compared our existing human rights due diligence
to the expectations of the UN Guiding Principles on
Business and Human Rights.

« follow-up actions on the five issues needing improved
management as identified in our 2015 human rights
impact mapping (see table below).

Solid management with room forimprovement
The gap analysis showed that after working with human
rights due diligence for several years, we have a robust
understanding of our potential human rights impacts. We
have well-established programmes for addressing these
impacts in areas such as responsible procurement and
labour standards. Moreover, our work on responsible ship
recycling is an example of our efforts to build leverage in
relation to adverse impacts related to our industry.
However, we also found that the effectiveness of
our work can be enhanced if we improve the internal
follow-up on human rights actions and our external policy
statements expressing our commitment to respecting
human rights. We will address these improvement areas
by further embedding human rights due diligence into
the company's updated sustainability management
framewaork.

Responding to external requirements
Along with this report, we are also publishing our second
annual statement under the UK Modern Slavery Act. In
this, we have added mare details on how we address the
risk of modern slavery in our operations and in our supply
chain, among ather things referencing a case on use of
subcontractors (read mare on pages 34-35).

A.P.Moller - Maersk remains supportive of regulatory
measures to promaote business respect for human rights,
provided they are effective, balanced and fit-for-purpose.

PROGRESS ON PRIORITY AREAS

The 2015 impact mapping provided us with 34 human rights priority issues of which five needed further attention to close
gaps in governance and management maturity. Our progress on these five areas in 2017 can be seen below.

Assets under
construction
(see page 34).

We have adjusted our training and training materials, as well as our responsible procurement
audits, to focus mare on labour practices for both own and subcontracted/third-party workers

In 2017, we published our first statement under the UK Modern Slavery Act, explaining how
we prevent modern slavery in our operations.

Indirect hiring
and recruitment

Training was conducted as part of our responsible procurement programme (see page 34).

Vi sllga= RV \We comply stringently with government sanctions and export controls to prevent our services

to/from conflict zones

from being misused to contribute to human rights abuses. Investigations of our options for
contraolling cargo beyond this point have so far not provided us with any new routes to take.

SEE IRV EER \We have developed a new framewaork for how we manage armed security in our onshaore operations.

in high-risk settings

The framewaork is based on the Voluntary Principles for Security and Human Rights (see sidebar).

=ole]p o] (o [T BT ETgids  \With the divestment of Maersk Qiland the slowdown in new terminal construction by

and resettlement

APM Terminals, it has nat been relevant to pursue further steps in this area.

2/
@

IMPROVED GUIDANCE ON
THE USE OF GUARDS

In 2017, A.P.Moller - Maersk
launched a governance
framework with minimum
standards for security work
related to our activities. To
strengthen monitaring and
assurance of this area, the
framework will be integrated into
the Commit programme (see
page 18) during 2018.

The framework includes
ahumanrights standard for
interacting with private and
public security providers onshore,
which was established in 2017.
We reference this standard in
specific contract clauses through
our responsible procurement
programme.

With the introduction of this
framewaork and standard, we
have strengthened the guidance
for local management teams.

IMPACT ON SUSTAINABLE
DEVELOPMENT GOALS

DECENT WORK AND
ECONOMIC GROWTH

PEACE AND JUSTICE
STRONG NSTITUTIONS

Y,
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Diversity: tools in place,
traction needed

he right not to be discriminated against on the basis
of race, gender, religion and sexual orientation is
a fundamental human right. Combined with a growing
emphasis on access to talented employees and a future
where diversity of all kinds - including diversity of thought
—is necessary to adapt to a changing world, we are taking
steps to up our performance on diversity and inclusion.
Some progress has been made in diversity at
A.P.Moller - Maersk over the past decade (see page
33). However, not at a satisfactory pace. To meet the
challenges of the future, this change needs to be both
accelerated and to move from a focus on diversity in itself
to building an inclusive culture.

Towards an inclusive culture

Our vision s to build an inclusive culture where we can

attract employees from the widest talent pool, and where

there is diversity of thought in our leadership reflecting that

of our global customers, autharities and business partners.
In the past two years, we have focused on building

capabilities in our human resources organisation to

help identify and challenge potential bias within our

HR processes. We have also introduced the concept

of unconscious bias to leaders in various parts of the

organisation. In 2017, we have tested a wider programme

on unconscious bias, which we hope to launch to all

employees in 2018.

A.P. Moller - Maersk

Natural progression and intent

In 2017, we saw a slight acceleration in our progress

in making our leadership more diverse in terms of
nationality. Some of this progress can be attributed to
our business operations maturing in different regions of
the waorld. On the ather hand, we see our regional talent
programmes as a contributing factor to the increase in
nationality diversity.

One such programme is the ‘Mpower’ talent programme,
which is designed to accelerate the development of
high-patential leaders in our Asia operations. In 2017,

21 participants worked with senior management
representatives on visibility, learning and coaching.

Moving too slowly

Gender diversity is progressing, but we are not satisfied
with the pace. A number of initiatives approved in 2017
aim to change this.

In 2017, we expanded our women in leadership
programme to include lower management levels where
the share of women is higher. By investing at this level, we
hope to support our talent pipeline.

Furthermore, we established an online platform
where the alumni of leadership programmes — about
800 women in total — have access to research, blogs
and manthly webinars on leadership and personal
development.

a4

I'd like everyone
committed to diversity
—women and men, alike
—to make themselves
visible and to help and
push each other. This is
notjust a ‘female’ issue,
itimpactsus allin
different ways, and

I'm convinced we will
only make progress by
working together.

We must hold each
other accountable and
help each other with
our biases.

n

ULF HAHNEMANN
Chief Human Resources Officer,
A.P. Moller - Maersk

IMPACT ON SUSTAINABLE
DEVELOPMENT GOALS

GENDER
EQUALITY

¢

1 REDUCED
INEQUALITIES

@

LEFT:

‘MPower’ regional talent
programme

INTRODUCTION

TARGETS AND PERFORMANCE ON REPRESENTATION
OF WOMEN ON OUR BOARDS

B Female ™ Male

Gender representation on the Board of Directors’

In 2017, the A.P. Moller - Maersk A/S Board of Directors
consisted of 11 members, of which 3 are women
(12 members and 3 women in 20186).

The Board set a target in 2015 to be reached by the latest
in 2019: three female Board members elected by the Annual
General Meeting if the Board consists of less than twelve
members. Four female Board members if the Board consists
of twelve or mare members. The target was reached in 2017
due to the decrease in the number of total Board members
from 12 to 11 with 3 female Board members.

1 A.P.Moller- Meaersk A/S has a number of subsidiary companies that fallunder
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.

We are acutely aware that having more women in
higher-management positions cannot be isolated to a
question of educating women. Rather, an organisation in
pursuit of diversity needs to sensitise its organisation to
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unconscious biases through training and de-biasing HR
processes and leadership behaviour.

With a new diversity and inclusion strategy approved in
2017, we will be devoting more of our resources to these
dimensions going forward. We have defined leadership
and local ownership, unconscious bias and inclusion
capability building as well as communication as our three
priorities through 2018.

To suppart the measurement of progress in achieving
our gender and nationality diversity ambitions, we have
revised our targets to be maore ambitious and aligned to
our new organisational structure.

The maternity policy one year later

Since the launch of our global maternity and paternity
leave policy in April 2016, almost 1,300 employees have
made use of the minimum standard of 18 weeks leave
across the world. Over 800 employees have taken paternity
leave, and at least 300 employees have used the 20%
reduced working hours benefit after returning from leave.

The retention rate for women returning to work and
remaining with the company for 12 months or longer is
now 71%, compared to 70% in our baseline year of 2014.
Our goalis to increase our retention rate to 90%.

One way of reaching this target is to ensure consistent
and effective application of the parental leave policies
and practices acrass the company's many locations. An
internal survey conducted in 2017 pointed to this area as
one with room forimprovement. We have made plans to
support this area throughout 2018.

TARGETS AND
PERFORMANCE ON
DIVERSITY AND INCLUSION

Target2020 W 2017 W 2016

Representation of women
in continuing transport and
logistics businesses?®

Executives

I 16%
[ | 10%
Senior Leaders

[ 11%
[ | 10%
Leaders

I 22%
] 20%
Senior Managers

] 29%
[ ] 27%

Representation of non-high
income OECD nationalities

in continuing transportand
logistics businesses®

NETWORKS FOR A MORE INCLUSIVE WORKPLACE

Three years ago, Luiza Bublitz, Head of Safmarine

for East Coast South America, took action and helped to
establish MIX (Maersk Inclusion for Excellence Network), to
promote diversity and inclusion at A.P. Moller - Maersk. From
its origins in Panama, the network has grown to include
employees from other Latin American countries including
Chile, Mexico and Argentina, and is now expanding further
afield with branches launched in Nigeria.

As well as organising seminars and events, MIX was
instrumentalin pushing for a better wark-life balance in
in our Latin American offices, encouraging employees to
work from home at least one day a manth and introducing
maternity rooms. Eleven such raoms now exist in Latin
America, which women returning to work can use.

“We're not just about gender, but that is still where the
biggest gap in our company is, so this is our priority,” explains
Bublitz. “It's all part of the drive for equal opportunities, and
to keep up the needed support for women.”

a1

We are not just about gender, but that is still
where the biggest gap in our company is, so
this is our priority.

n

LUIZA BUBLITZ
Head of Safmarine for East Coast South America

Executives

] 18%
| 12%
Senior Leaders

I 18%
] 16%
Leaders

I 29%
L] 29%
Senior Managers
| 45%
] 45%

2 Performance for continuing businesses
includes Maersk Line, APM Terminals,
Damco, Svitzer, Maersk Container
Industry and ‘Other businesses and
unallocated'’. See table on pages 46-47.
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Supply chain: stronger focus
and broader scope

.P.Moller - Maersk continues to manage our direct

suppliers through our programme for responsible
procurement, which is focused on suppliers in high-risk
categories. The list of categories was changed in 2017 to
reflect the new company structure and strategy (see
page 35).

As part of this approach, we engage with approximately
1,500 suppliers out of the 20,000 suppliers with whom
we have a contract and a total population of 100,000
suppliers. We engage through audits, self-assessments
and documentation reviews, and establish improvement
plans if the review findings indicate a need for these.

Progress in 2017

Our activities in 2017 are illustrated below, showing an
increase in the number of self-assessments performed
by suppliers and more audits performed by us thanin
the previous year. This is a result of the changes made

to our responsible procurement policy in 2016, where
supplier assessments are integrated into the overall
supplier due diligence, and for some categories an audit
is now mandatory prior to signing of a contract. Our main

takeaway from these audits is that the majority of issues
found are linked to the area of labour and human rights,
for example overtime and the use of subcontracted
labour.

We have global supplier contract management
repository and sourcing systems. However, some
purchases are made by the individual companies in mare
than 120 countries in which we are present. This presents
achallenge in terms of tracking compliance with the
responsible procurement due diligence process. In 2018,
to better identify and manage social and enviranmental
risks in our supply chain, we will be adding a country
dimension to the high-risk categories already in use. This
will ensure that progress on compliance will be actively
targeted and measured in the regions and countries with
the highest risk.

Building capacity on labour rights

Following our human rights impact mapping in 2015, we
conducted an in-depth assessment of labour rights. We
found that the biggest challenges were related to the use
of subcontractors and hiring through third parties.

PROCESS AND PERFORMANCE 2017

Percentages indicate change from 2016.

Shipbuilding yards Improvement
Audit:
ey Critical and major plans
findings Audits
Compliant
Suppliersin
the high-risk
categories* Land g
Criti j Audit:
+/-1,500 ri |§c?n3ir:1grsnajor udits
Other Improvement
Audits plans
Compliant
569
101% Critical and major Self-
findings assessments
Other Improvement
Self-assessments plans

* This number will vary as the number of categories change. For 2017, trucking companies are not included.
** The number of improvement plans are not comparable year on year as the companies assessed/audited are not the same.

A.P. Moller - Maersk
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To support our
company'’s vision of
becoming the leading
integrator of container
logistics and to meet
our customers’ needs
for end-to-end services,
we owe it to ourselves
and our customers to
deliver services built on,
among other things, a

responsible supply chain.

We must accelerate
progress on known and
perceived risks in the
supply chain, and I stand
fully behind efforts to

do so.

n

SOREN TOFT
Chief Operating Officer,
A.P. Moller - Maersk

IMPACT ON SUSTAINABLE
DEVELOPMENT GOALS
12 RESPONSIBLE

QO
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Subsequently, we have adjusted our responsible
procurement audits to reflect the findings of the labour
and human rights assessments. The same applies for
our training materials for internal courses in responsible
procurement. While the training still touches on safety,
the environment and anti-corruption risks, the content
now gravitates towards labour and human rights issues.

We carried out 33 training workshaops for a total of
327 employees across the A.P. Moller - Maersk businesses
in 2017, both as face-to-face sessions and as webinars
focusing on practices and rights related to labour.

The roll-out of these new materials and priorities will
continue in the coming years.

Increased focus on trucking

Our container shipping, ports and logistics businesses are
working to integrate global container logistics. This implies
increased focus on transport needs beyond containerised
shipping, leading to an even stronger connection between
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the trucking industry and A.P. Maller - Maersk. From our
internal analysis we know that trucking has a widespread
presence of issues related to safety and security, labour
conditions and rights, emissions to air and corruption.
Itis also a highly fragmented industry, with a very large
number of suppliers.

In 2017, we developed an approach allowing us to
include more of the 8,000 suppliers of trucking used by our
businesses in our responsible procurement programme.
The providers of trucking services that are contracted
by Maersk Line, Damco or APM Terminals through the
A.P.Moller - Maersk procurement system now sign off on
ten requirements related to HSE issues and employment
practices. The requirements are available in ten languages
so far. We are well aware that this initself does not
guarantee responsible practices. We are following up
by including the items covered by the ten statements
in the approximately 600 health, safety, security and
environment audits of suppliers we perform every year.

A SUBCONTRACTOR CHALLENGE

One of the key challenges in a global supply chain is how to
ensure compliance with human rights and labour principles
beyond the first tier of suppliers. We insist that our suppliers
implement the standards of or similar to the Maersk Third-
Party Code of Conduct in their own supply chains.

During 2016, we became aware that a ship yard supplying
vessels to Maersk was using a sub-supplier, who was in
turn using sub-cantracted warkers from North Karea.

We have engaged the supplier in a dialogue specifically
focused on the implications of engaging the North Korean
workers, and since put in place additional due diligence
processes to be performed by all of the yards that we use,
when hiring workforce via a third party, to prevent similar
occurrences going forward. Training of Maersk’s manning
agencies has been taking place regularly since 2012.

SUPPLIER CATEGORIES
WITH HIGHEST POTENTIAL
IMPACT

-

Trucking / Intermodal

2. Warehousing services

3. Facility management

4. Outsourced labour

5. Terminals

6. Shipbuilding yards / Drydocks
7. Security offshore

8. Promotionalitems

9. Custom agents

10. Security onshore

11. Construction

12. Chemicals / Paints

13. Equipment/Maintenance /

Repair (EMR)
14. Container manufacturers

15. Manning - Seafarers
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Managing environmental
impacts at sea and on shore

.P.Moller - Maersk operates fossil fuel-powered

vessels, either to transport the cargo we carry or
related to our own operations, resulting in the release of
CO,, SO« and NOy into the air. Our operations also come
with the risk of accidental spills of patentially harmful
substances.

In each of our businesses, management systems and
responsible practices are in place to mitigate both the
potentialand actualimpacts of our operations.

In 2017, knowledge sharing gained new prominence
as environmental networks were established. Far
example, APM Terminals now hosts quarterly meetings
for mare than 60 peaople that share experience and ideas,
developing new enviranmental management controls and
driving capacity building on sustainable operations.

Keeping harmful substances in check

Oil spills constitute a risk which could potentially have
very high negative impact on both people and the
environment, and is a risk shared across our transport
and logistics as well as our energy businesses.

Therisk of spills is managed in each of our businesses, all
of which have spill response plans prepared in accordance
with national requirements as well as International Maritime
Organization conventions. Training is carried out for both

1 Mitigating the Health Impacts of Pollution from Oceangoing Shipping: An Assessment of Low-Sulfur Fuel Mandates, J.J. Winebrake et. al, Environ. Sci. Technol., 2009

A.P. Moller - Maersk

prevention and response. No non-contained spills above
10 m® were registered in 2017.

S0,: finding solutions on the high seas
From 1January 2020, a global cap of 0.5% on the content
of sulphurin fuel will enter into force. This brings a lot of
enforcement challenges. It is unclear how non-compliance
on the high seas will be detected, or how such instances
will be pursued legally. At the same time, the OECD
estimates that cleaner fuels will cost the container
shipping industry up to USD 30 billion annually. The need
for a cap on sulphurin fuels exists because it has been
documented that emissions from fuels have serious
impacts on human health, leading to premature deaths.”

We participate in discussions of possible solutions
in our own right and as a board member of the Trident
Alliance, an assaociation of shipowners committed to
strong enforcement of the sulphur legislation. Suggestions
currently on the table include making itillegal to carry fuel
with a sulphur content higher than the 0.5% limit if vessels
are not fitted with a technology approved for exhaust gas
cleaning such as scrubbers.

In 2017, A.P.Moller - Maersk decided not to pursue
scrubbers, a technology designed to wash the sulphur out
of exhaust fumes and discharge it into the sea. We will

i

As we integrate our
businesses in container
shipping, ports and
logistics, there is a lot
we can learn from each
other. Going forward,
I'see us changing from
being compliance-driven
to being more proactive,
driving value through
core operations and
focusing on design and
resilience.

n

KEVIN FURNISS

VP of HSSE, APM Terminals,
and Chair of the Health, Safety
and Environment Committee,
A.P. Moller - Maersk
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instead opt for replacing the cheaper bunker ail with fuels
with a lower sulphur content.

A 01% cap on sulphur content in fuelis already being
enforced in what is called emission control areas.®
Maersk Line registered two non-compliances in 2017.
Maersk Line makes over 50,000 port calls annually, and
has had no financial benefits from the two incidents.

In March 2017, a non-compliance was determined on
aMaersk Line vessel calling at Long Beach in Califarnia,
with the sulphur content at nearly 0.2% in an area
where the sulphur cap is 01%. The internal investigation
confirmed that the vessel carried compliant fuel, and
that the contamination was due to a human error in the
switchover procedure.

In July 2017, a Maersk Line vessel in the port of Antwerp,
Belgium, was in breach of the area’s fuel sulphur limit of
01%. Our internalinvestigation found that the vessel's
low sulphur fuel tank had been contaminated due to
human error in operating two butterfly valves between
the ship’s high sulphur and low sulphur fuel tanks. The
contamination raised the sulphur levelin the low sulphur
fueltank to around 0.2 %. We carried out a complete
cleaning of the low-sulphur tanks and the onboard
systems, have implemented specific procedures to avoid
this kind of contamination on all relevant vessels.

NOy: rules and compliance on track

Exhaust gases from vessels and port equipment also
contain NOy which, like SOy, reduces air quality and can
impact human health, particularly for people living in port
cities and coastal communities.

The latest development in the NOy area is the
establishment of the Narth and Baltic Seas as emission
control areas for NO,. The recently adopted rules at IMO
level ensure that, for all vessels where construction is
initiated after 1January 2021, NOx emissions will be cut
by 75% as compared to ships built earlier. In practice, this
means new-builds have to be equipped with catalysts
or use alternative means in order to comply with the
regulation. A.P. Moller - Maersk fully supports this process
and will, of course, comply with the rules.

Addressing compliance challenges
During 2017, the Danish Environmental Protection Agency
(DEPA) asked the Palice to investigate Maersk Oilin
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respect of occurrences of discharge of red chemicals.
Maersk Qilis cooperating fully with the investigation.

Chemicals are used throughout the oil production
process to ensure safe and efficient operations. This
includes improved cleaning of produced water, protection
of offshore facilities against chemical corrosion and
remaval of bacterial growth, which can cause production
upsets as well as corrasion.

Allchemicals undergo an environmental risk
assessment to be approved for a specific use and are
classified into four groups: Green (environmentally
acceptable in most circumstances); Yellow (can normally
be discharged without specific restrictions, but with
use monitared); Red (can only be used in specific
circumstances); and Black (use prohibited in most
circumstances). The risk assessment process also
includes a substitution assessment to ensure that less
hazardous substances are used where possible.

Maersk Qilis complying with regulatory orders received
in 2016 relating to its temporary storage of NORM
(Naturally Occurring Radioactive Materials) in Esbjerg,
Denmark. In doing so, Maersk Qil has implemented a
number of improvement actions.

NORM consists of minerals found in the subsoil that
naturally contain radioactive elements. Handling NORM
is a routine part of oiland gas production operations,
especially in mature fields. The NORM handled by
Maersk Qil has low level radioactivity levels and the
handling and storage procedures ensure that it does not
pose a risk to the surrounding environment, employees or
the public.

Maersk Supply Service has been waorking closely with
the French and Danish authorities on the loss of Maersk
Shipper and Maersk Searcher, which capsized and sank
during towage in the Bay of Biscay in December 2016.
The investigation carried out by the Danish Maritime
Accident Investigation Board showed that this serious
incident was the result of a unique conjunction of
events in both the planning and operational stages.

In 2017, we worked diligently to learn from what went
wrong, and implemented preventative measures to
ensure that a similar incident will not happen again.

This included upgrading the risk management system,
marine procedures, training programmes and third-party
validation processes.

TESTING AND SEARCHING
FOR SOLUTIONS

At A.P.Moller - Maersk, we have
carried out several projects to
test and tease outideas for
enforcement of the new SOy
regulations.

In the spring of 2017, we
made a decision not ta install
scrubbers on our vessels.
Following tests, we concluded
that the installation, operation
and maintenance costs related
to this complex machinery
would not be offset by the level
of cleanliness of emissions that
can be achieved through using it.
Furthermore, scrubbers reduce
fuel efficiency by as much as 2%.

In addition to our other SOy
related enforcement activities, we
sponsored and provided mentors
for the ‘SO, challenges’, a student
innovation competition hosted
by DTU, Technical University of
Denmark. Alternative suggestions
include a tamper-resistant black
box to be mounted on ships to
collect emission data, as well
as the installation of sensors to
crowd-source data as ships pass
each other.

OIL SPILLS

O

spills above 10 m?® to
waterin 2017.

ENGAGING IN OCEAN PROTECTION

Vessels carrying our proprietary blue colour and seven-
painted star travel the oceans every day and every hour
of the year, connecting traders and customers across
the globe.

We not only use the oceans, we also impact their health.
Our vessels emit CO,, which contributes to acidification
of the oceans, damaging coral reefs and changing marine
animal living conditions. The long-term solution to this
situation is the decarbonisation of ocean transport.

Alongside working on this challenge, A.P. Moller - Maersk will
explore ways to aid in the protection of life under water.

We anticipate that the core of our efforts will involve
lending out our vessels to building scientific knowledge. By
working through partnerships, we will be able to collect data
that we believe willimprove the understanding of climate
change's effect on the oceans. Gathering data is also likely
to contribute to better understanding of potential solutions
to the challenge of plastic litter in the oceans.

2 The Baltic Sea, the North Sea and English Channel, the North American area and the United States Caribbean Sea area
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Aiming for an end to
facilitation payments

essels carrying cargo for our customers make more

than 30,000 port calls annually. In each port, the
vesselitself and its papers and documentation are subject
to inspection by various authorities. Other parts of the
logistics chain have numerous interactions with public
officials for clearance and release of goods. Unfortunately,
this means we operate in an environment where facilitation
payments and extortion are commaon occurrences.

In 2017, A.P.Moller - Maersk continued its fight against
facilitation payments. Maersk Line owns roughly half of
the vessels in our operated fleet. Compared to 2016, we
reduced facilitation payments by 96% on Maersk Line-
owned vessels. This is the result of our facilitation
payment elimination strategy, launched in 2015, which
led to major reductions during 2016, and allowed us to
address remainingissues in 2017.

We worked in collaboration with shipowners to extend
our practices to the chartered portion of the fleet. This
year, we received reports on facilitation payments from
the vast majority of these vessels.

Our efforts to reach our zero payments target continue
with ongoing communication and support for the vessels
owned by Maersk Line using our closed-loop financial
reporting system. We are also collaborating with chartered
vessel owners to extend our practices and to share our
knowledge with these vessels.

A.P. Moller - Maersk

Damco reduced facilitation payments by over 50% in
2017, by establishing compliance positions across the
company and by moving ahead with initiatives related
to third parties, for example vendor training days, Code
of Conduct re-certification, pre-screening and audit
activities.

Three determining features

For eight years, A.P.Maller - Maersk has worked both alone

and in partnerships to eliminate facilitation payments.

We have learned that three features determine whether

the efforts have a successful outcome:

1. Capability building amang our employees on haow to
navigate extortions most effectively.

2. Mapping of risk in processes and collaboration with
local authorities to clarify local rules and regulations.
We make this knowledge available to our people, to
strengthen them in situations where entitlements are
withheld and they are faced with extortion.

3. Making escalation channels available to ensure locally
competent support in the event of complications.

Sharing our learnings

Because of the level and severity of carruption in the
maritime sector, a traditional internal compliance
programme is not enough to protect the company and

IMPACT ON SUSTAINABLE
DEVELOPMENT GOALS
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our employees. We must work with others in both our
industry and governments.

In the past few years, discussions with other industry
players made it clear that many companies lack the
global organisation necessary to implement the type
of on-site support A.P. Moller - Maersk has in place for
its vessels. In order to address this, we are currently
engaged in a collaborative project between the Ministry
of Fareign Affairs of Denmark and a group of Danish
shipping companies to test a blueprint for a public-private
collaboration model. This madel will feature the three
characteristics of our model, and will allow companies to
utilise the presence and knowledge of Danish embassies
to proactively manage corruption risks.

Mitigating risks and fostering a compliance culture
While facilitation payments are a significant risk in the
daily operations of A.P. Moller - Maersk, our efforts aim
at combating forms of corruption such as bribery, fraud,
kickbacks and preferential treatment.

We carry out due diligence of new agents, joint venture
partners, key suppliers, as well as mergers and acquisitions
targets prior to signing a contract. We assess the corruption
risks befare acquiring a company or entering a new
country. We enforce rules on travel, meals, lodging and
entertainment.

All of this is based on continued communication an
compliance issues and progress as well as mandatory
training for allemployees — whether at sea or on shore.

In 2017, APM Terminals established a network of
business compliance ambassadors with the company's
CEQ as sponsor, one of the initiatives to create awareness
of the anti-corruption journey. The appointed members
of the network are seen as future leaders and will help
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Eliminating corrupt
practices in the maritime
sector is necessary to

to strengthen the integration of compliance measures
into areas of operations that have a high risk exposure to
corruption. The ambassadors take an an advisory role and
work with management and the compliance department
on compliance initiatives. To better integrate compliance
in the business, they are a first point of contact and help
to overcome language barriers.

create a safe working
environment for seafarers
and contribute to the
Sustainable Development
Goals. We will only
succeed in achieving this
vision through long-
term commitment and
collaboration. A.P. Moller -
Maersk’s leadership and
contributions to this

field provide inspiration
to other members and
replicable models.

n

CECILIA MULLER TORBRAND
Programme Director,

Maritime Anti-Corruption
Network, BSR

BLOWING THE WHISTLE

The A.P.Moller - Maersk whistleblower hotline provides
internal and external stakeholders with a channel to report
suspicions of behaviour or practices that violate laws or
key company policies. The hotline has been in operation
for seven years and is available in 75 languages.

For a whistleblower hotline to serve its purpose, it must
be known and used widely. In 2017, reporting activity
increased, and a total of 406 reports were received, of
which 132 were within the system’s scope and purpose
and unrelated to fraud. Within the hotline’s scope is
corruption, foreign trade controls, retaliation, insider
trading, competition law, IT security, data privacy, threats
to health, safety and enviranment, and sexual harassment
or discrimination. The number of reports grew since
2016, which we believe reflects the continued effects
of promotional efforts related to the global roll-out of
the upgraded system in 2016. In addition, the individual
brands continue to promote the system.

Eighteen reports alleged corruption, of which 11 were
unsubstantiated, six are still under investigation while one
was substantiated. Reports were investigated following
established procedures, and if substantiated, appropriate
remedial actions taken. These included dismissal,
reprimands, warnings and additional training, and changes
in operations, procedures and systems.

WHISTLEBLOWER REPORTS

H 20177 W 2016 2015

Totalreports in the
whistleblower system

I 406
] 303

Genuine whistleblower reports
(excluding fraud)”

] 132
I 87

Whistleblower reports

alleging corruption

[ 18
[ | 11

1 Non-genuine whistleblower reports are
reports regarding issues that are not
within the legal scope and purpose of
the whistleblower system.
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Staying committed
to responsible tax

I n 2017, A.P.Moller - Maersk’s total tax payments
amounted to USD 1191 million (1,054 in 2016), of which
USD 1,020 million was related to the companies in our
Energy division. Due to the separation of the Energy division
and especially the pending divestment of Maersk Qil to
Total S.A, tax payments will decrease in the years ahead.

Country-by-country reporting
As required by Danish legislation, we have submitted country-
by-country reporting on our revenues, profits, staff numbers,
assets and tax payments to the Danish tax authorities. The
reporting will be exchanged automatically and in some cases
upon request with the 65 countries that have signed the
OECD Multilateral Competent Authority Agreement. We
also publish detailed country-by-country information for
Maersk Qilin line with separate legal requirements.
Further, we publish a full list of all our companies on our
website and, for the continuing operations, the taxes paid
by region in the Annual Report. For more information on
tax challenges and our approach, see the tax feature in
our 2016 Sustainability Report at maersk.com/business/
sustainability/sustainability-reports-and-publications/
reports

Updated tax principles
In response to developments in stakeholder interest and
changes in the international tax legislative framework, we
have reviewed and updated our 2010 tax principles. The
principles are grounded in the A.P. Moller - Maersk values:
¢ Constant Care: Monitor developments in legislation
and guidelines and manage our tax affairs in
accordance with developments
¢ Humbleness: We listen to and have a dialogue with
stakeholders and investors when they ask about tax
Uprightness: We are honest and transparent about our
tax affairs towards authorities and stakeholders
Our employees: Employ the right peaple with the right
qualifications and values. We ensure that all employees
are familiar with the A.P. Moller - Maersk tax principles

e Our name: We acknowledge that tax management
that does nat follow the intent of the law will reflect
negatively on our company and its name. We wish to be
associated with trustworthiness and be considered by
tax authorities and governments as a responsible and
reliable corporate citizen.

The updated tax principles, which apply to all our global
operations, are publicly available at maersk.com/front-
page-requirements/tax-principles (see also page 41).

Involvement in the B Team working group on tax
During 2017, A.P. Moller - Maersk participated in a working
group convened by the B Team, an international not-for-
profit initiative to develop a set of principles for responsible
tax management. See more about the B Team at
bteam.org/responsibletax

The waorking group, consisting of tax professionals from
leading multinational companies, has developed a set
of ambitious yet practical principles that define what
we mean by responsible tax. They cover a company's
basic approach to tax, its engagement with authaorities
and others regarding tax affairs, and its reporting
to stakeholders. The principles were developed in
consultation with representatives from international civil
society organisations that work on responsible tax issues.
We appreciate the leadership and support by the B Team
in this process.

The B Team Responsible Tax Practice Framewaork
was launched early in 2018, and as a founding signatory,
A.P.Moller - Maersk is pleased to endorse this framework.
We are committed to following the principles and to
sharing our experiences with other companies and
stakeholders.

The B Team Responsible Tax Practice Framework is
available on our website.

TOTAL TAX CHARGE

Continued Discontinued Total
activities activities
(USD million) 2017 2016 2015
Result before tax 25 2 27 -843 1,447
Total tax charge 219 g72 1,191 1,054 522

The tax charge is the total profit and loss tax. See our Annual Report for more on tax.

A.P. Moller - Maersk
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A.P.Moller - Maersk

has along-standing
commitment to
responsibility and
transparency, and

the B Team commend
A.P.Moller - Maersk's
efforts to explain its
approachtotaxina
way that is meaningful
to abroad range of
stakeholders. A.P. Moller -
Maersk's engagement
with civil society in tax
dialogues has helped
raise the importance

of tax as a corporate
governance issue,

and grow a common
understanding of
leadership approaches
to tax, transparency
and responsibility.

We are delighted to be
collaborating with
AP.Moller - Maersk and
other leading companies
todevelop and launch a
new leadership standard
for responsible tax
practice in February 2018.

n

MADELEINE MICCARROLL
Manager, Governance &
Transparency, The B Team

INTRODUCTION

Dialogue with stakeholders

In addition to the B Team, we continue to engage in
dialogue activities with various stakeholders to increase
our mutual understanding of the complex technical and
ethicalissues related to corporate tax for international
companies.

During 2017, we engaged with, among others, the IBIS/
Oxfam-led Tax Dialogue-project in Denmark, which brings
together a multi-stakeholder group of business, investors
and NGOs. The dialogue meetings began in 2014, and will
continue in 2018, focusing in particular on tax issues in
developing countries.

We were also part of the International Chamber
of Commerce's Tax Commission that issued a set of
guidelines on tax principles for companies in 2017.

@ WE DO

.. pay tax where value is created

.. benefit from tax incentives as a way ta share risk when
investing in, for example, trade and logistics infrastructure

..have operating activities and companies in countries
that are considered tax havens

.. disclose all relevant information to tax authorities

ACHANGING WORLD  RESPONSIBLE BUSINESS PRACTICES  ASSURANCE AND PERFORMANCE DATA

=1
5

A.P. MOLLER - MAERSK 2017 TAX PRINCIPLES

The A.P.Maller - Maersk Tax Principles have been approved
by the A.P. Moller - Maersk Board of Directors and apply to
A.P.Maller - Meaersk A/S and all controlled entities.

1. Good Corporate Citizenship

We shall observe the A.P. Moller - Maersk values, act

with integrity and maintain good corporate citizenship

in handling the tax affairs of A.P. Moller - Maersk by
complying with applicable regulations, acting in an upright
manner towards public authorities and paying taxes as
required by law.

2. Transparency and Relationships with Governments
We recognise that our various stakeholders have an interest
in receiving appropriate insight into A.P. Moller - Maersk's
management of its tax affairs. We shall comply with all our
disclosure requirements and will as appropriate contribute
toincreasing public understanding of the tax system.
¢ \We shall disclose all required information to enable the
tax authorities to make an informed assessment of our
tax liability.
We shall disclose information to the public and press
upon request, where reasonable and practicable,
subject to business confidentiality.
o AP.Moller - Maersk will explain its policies and economic
contribution via taxes paid in selected jurisdictions
in which it operates through statutory and voluntary
disclosures.

3. Value Creation for Shareholders

Within the boundaries set by legislation and practice, we
shall support value creation for shareholders by improving
profits and cash flow through the effective management
of tax risks, costs and payments and the tax-efficient
implementation of major transactions and corporate
structure.

4. Responsibility for Tax Governance

The Board of Directors of A.P. Moller - Maersk approves
general tax principles and exercises governance over
corporate tax affairs through regular updates on our tax
positions.

The Management Board approves the A.P. Moller - Maersk
Tax Principles based on the recommendation of the
A.P.Moller - Maersk CFO. The A.P. Moller - Maersk CFO is
respansible for the formulation and implementation of
the Maersk Tax Principles.

See our tax principles: maersk.com/front-page-
requirements/tax-principles

..set up artificial structures for profit shifting

... claim benefits without ensuring we are fully qualified
... establish new corparate structures to artificially
renew tax holidays

... pay more tax than required by the law

BEING PRESENT IN
LOW-TAX COUNTRIES

A.P.Moller - Maersk is actively
presentin over 120 countries. Itis
our unalterable policy to comply
with the tax regulation in the
countries in which we operate.

If we have business activities in

a country with low taxation, we
pay low taxes in that country, but
we do not seek to artificially shift
other prafits to that country.

Furthermore, the Danish
tax rules require that financial
income from so-called Controlled
Foreign Companies is taxed
in Denmark, and we report on
these companies ta Danish tax
authorities every year.

The European Union has
published a list of 9 nan-
cooperative jurisdictions in
taxation matters.

A.P.Moller - Maersk has activities
in four of these: Bahrain, Macau,
Namibia and Trinidad and Tobago.

One example from the list is
Namibia where our container
shipping, ports and logistics
businesses have operations. In
2017, we had 30 employeesin
these companies, revenues
of 2.2 million USD and paid
58,000 USD in taxes.

IMPACT ON SUSTAINABLE
DEVELOPMENT GOALS

1 PARTNERSHIPS
FOR THE GOALS

&
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The new truth about
ship recycling

N o less than 85% of all ships are dismantled at
sub-standard facilities in South Asia. This happens
despite many large shipowners having a policy on
responsible ship recycling.

Since 2009, A.P. Moller - Maersk has had a responsible
ship recycling standard based on a strict interpretation of
the Hong Kong Convention regarding health, safety and
environmental issues. As a result, we have previously sent
our vessels for dismantling at yards only in Europe, China
or Turkey, ruling out options in South Asia as the yards
there did nat live up to the voluntary requirements above
legal compliance level that are in our standard. We remain
fully commmitted to this standard. Upholding it comes
at a considerable cost compared to operating at a legal
compliance level

Past approach: high cost and low impact

In 2016, we began sending ships to selected yards in
Alang, India, based on two considerations. Foremast
was the fact that a handful of leading yards in Alang had

A.P.Moller - Maersk

begun upgrading their facilities and practices in a way
that meant they were close to being able to comply with
our standard regarding both safety, human rights and

the environment. Secondly, while we had been applying
our own voluntary standard since 2009, which implies
leaving money on the table every time we send a ship for
recycling, this had not proven effective in driving a solution
to this industry problem any closer.

The result was that we found ourselves in a situation
where we were spending money on exceeding compliance
requirements, but without this effort resulting in a spread
of responsible practices benefiting the environment
or the workers. Furthermare, it did not help narrow the
competitive disadvantage our approach was giving us.

Working in accardance with our own standard did not
create real change, and this is of particular concern to
us. Because although we take responsibility for our own
vessels, this is an industry-wide prablem which we are
linked to far beyond the vessels we own up to the time
of recycling. We are also linked to the problems in ship

M

THE A.P. MOLLER - MAERSK
RESPONSIBLE SHIP
RECYCLING STANDARD

 Builds on a strict interpretation
of the Hong Kong Convention
in relation to health, safety and
environmentalissues

Makes additional demands
regarding practices within
anti-corruption, subcontractor
conditions, labour and human
rights as well as waste
management

Requires on-site presence

by A.P.Moller - Maersk
representatives, demands skills
and equipment upgrades and
establishes the right to stop
work for allemployees.
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recycling when we sell off vessels before end-of-life, when
we charter vessels or when we place cargo on vessels
belonging to other shipowners. The number of such
vessels far exceeds the number of vessels that we send
forrecycling.

Going to Alang

Following improvements to a few ship recycling yards

in Alang, and interest amongst a larger group of yardsin
possibly implementing upgrades, we saw the opportunity
to create new momentum and race to the top through
the use of market forces. The purpose of waorking with
yards in Alang is to use our commercial power to change
conditions on the ground in order to build the leverage
to transform the industry. Our approach is to sign
commercial deals with the best yards, where we accept
a lower price for the ships than what is narmally paid in
Alang. At the same time, we commit to helping the yards
upgrade their practices while contractually requiring full
implementation of our standard controlled by onsite
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supervision throughout the process as well as quarterly
audits by third parties.

The six vessels we have sent to three yards in Alang
over the past 20 months represent the very tip of the
ship recycling iceberg. The purpose they fulfil, however,
is to build a case for responsible ship recycling in Alang,
where collaboration and investments made by yards drive
performance above legal compliance. Our vision is to be part
of transforming the entire ship recycling industry in Alang.

We have been heavily criticised by some stakeholder
groups for this. The claim is that we are sending ships to
Alang to save money, and that it is irresponsible to work with
the yards before they are fully compliant. For A.P.Maoller -
Maersk, it would have been less costly to continue to
recycle a few vessels in China every year, and sell off ather
ships before end of life, or chartering tonnage rather than
owning vessels. This approach does not drive change in
those places where 85% of ships are recycled, most often
under unacceptable standards. We believe that being on
the ground could help solve this industry-wide problem. —

sl
w

2017 PERFORMANCE
HIGHLIGHTS

1

finding in external audits for
all three yards. (Related to
excessive monthly overtime).

1

lost-time injury registred
during the dismantling of
our two vessels.

100

of housing facilities compliant
with International Labour
Organization requirements.

WHAT HAS BEEN ACHIEVED IN ALANG

¢ The number of findings in external audits fell from 66 in
February 2016 to just one in May 2017. The remaining
finding is related to excessive monthly overtime, which

is an issue we face in all places with migrant workers,
including China, and which we continue to address.

Using 22 indicators for health, safety and environmental
performance, we registered one lost-time injury (a twisted
ankle) and one minor gas leakage in the intertidal zone.
The interface between the ship's parts and the intertidal
zone has been close to eliminated (clean blocks from bow
and stern still fellinto the intertidal zone using the gravity
method for the first two vessels recycled).

Impermeable floors have been extended and all cutting
takes place only on these surfaces.

Allworkers received relevant safety training and were
pravided with the appropriate personal protective
equipment and required to use it. They are also paid the
minimum wage plus 200% overtime payment and have
acontract.

Shree Ram plot 78 audit status (No. of findings)

¢ |LO-compliant housing facilities with access to potable
drinking water has been provided to all workers at no
additional cost.

At year-end 2017, we have other vessels being recycled
at Shree Ram (plot V7) and YS (plot 59). As a result of the
momentum created, all issues found were resolved before
the vessels arrived at the yards. Prior to signing contracts,
the yards invested in heavy-duty cranes to lift steel blocks
directly from the vessels onto an impermeable surface, also
from the bow and stern. Therefare, steel blocks are no longer
coming into contact with the intertidal zone, and nor s tidal
water entering hull of the vessel. These are two impacts of
the beaching method which are mast often criticised.
Based on these results, we feel confident in stating that
our activities in Alang are expanding the range of options
available for the responsible recycling of ships.

— Shree Ram plot V7 audit status (No. of findings)
Y.S. Investments plot 59 audit status (No. of findings)

100 100
82
80 80
66
80 60 52
40 40
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Follow-up audits

@ Vesselsarriveatyard @ Dismantling completed

2016 2017 2017 2017 2017 2017

Follow-up audits

100

of workers have contracts,
are paid minimum wage and
receive overtime payment.

0

accidental oil spills at the three
yards we work with in Alang.
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Proving the case for engagement

After almost two years in Alang, we are encouraged by
and truly excited about the progress made so far. The
completion repart for the first two vessels we sent to
Alang — Maersk Geargia and Maersk Wyaming — shows
that commercially viable and responsible ship recycling
in Alang is passible. We delivered these first two
vessels to Shree Ram Yard (plot 78) in spring 2016, and
the dismantling was completed in late summer 2017.
During this period, the yard's performance has improved
significantly (see page 43).

Furthermore, audits show that all the yards we work
with are operating in full compliance with our standard,
and are even exceeding our standard by fully eliminating
contact with the intertidal zone during primary cutting,
which means they are operating to at least the same level
as when we recycle vessels in China and Turkey.

Finally, we are seeing increased investments in
upgrades in many other yards, and when we sold our
second batch of vessels, we saw yards competing on
higher standards and not just on price. We believe these
results indicate that with this approach, all the ship
recycling operations in the entire Alang area could become
responsible.

A new initiative for transparency
To accelerate developments, mare shipowners need to
become involved to create an even stronger market drive
towards upgrades, and to create change on a scale where
more than just a handful of yards are providing safe, fair
and environmentally sound conditions. This requires far
larger volumes than what we can establish on our own.
As a first step, in 2017 we were instrumentalin
establishing the Ship Recycling Transparency Initiative.
A group of founding partners, including other shipowners,
financialinstitutions and shipping industry customers,
will strive to create an overview of practices and options
through disclosure, as well as ensuring that the ship
recycling debate takes place on an informed basis.

Improving health facilities in Alang

Another stated vision for engaging with ship recycling yards
in Alang was to contribute to improving conditions for the
wider Alang community. On behalf of A.P. Moller - Maersk,
the Public Health Institute Foundation of India carried out
asurvey in the autumn of 2017. The purpose was to assess
the prevailing health hazards in the ship breaking yards

in Wider Alang and risks faced by the workers, to assess
gaps in existing health care services to address the health
care needs of the workers and their families, and to provide
recommendations for future efforts. Stakeholders such
as the Red Cross, local hospitals and blood bank, workers,
local authorities and the local ship recycling industry
association were consulted for this survey.

Access to health care —in general and in emergencies
—was confirmed as the most urgent unmet need. As
afirstintervention in this area, we began a project to
establish a maobile health van, which will be able to provide
emergency care in case of accidents. Following on fram
this initiative, we will be engaging more deeply in the area
of health promotion and the handling of accidents in
wider Alang, in partnership with the Indian Red Cross.

TOP:

Local Partner, Indian Red Cross
in Alang

ASSESSING ENVIRONMENTAL IMPACTS

In November 2017, we received the results of an
environmental analysis perfarmed at the Shree Ram Yard
in Alang. Conducted by an independent research company,
we tested for the presence of 18 substances in the water.
Sixteen of these substances are referenced in the Hong
Kong convention and EU regulations. The remaining two
were included in the analysis based on stakeholder opinions.
The results are based on water samples, which were
benchmarked against PNEC levels. PNEC is a scientific term for
the concentration of a chemical which marks the limit below
which no adverse effect on an ecosystem will accur. Far the
vast majarity of substances, the prevalence was below PNEC
levels, with the exception of traces in ail, TBT and metals. (TBT
is a substance widely used in anti-fouling paints in the past).
The analysis concludes that the oil does not stem
from the beaching and cutting process itself - it would
be spilled or dumped in the intertidal zone when maving
blocks ar engines. The yards we use are all in the pracess

A.P. Moller - Maersk

of eliminating contact with the intertidal zone, and ail
discharges would only occur as a result of an accidental spill
In 2017, there were zera spills at these yards.

Regarding TBT, our vessels are verified as fully compliant
with the International Convention on the Control of Harmful
Anti-Fouling Systems on Ships. An analysis of the anti-
fouling paint used further confirmed that our tested vessel
was TBT free and the traces present in the environment
were from other sources.

The analysis also determined that, based on the
sampling methad used, it is not possible to conclude if
and to what extent our activities contribute to the levels
of metals measured. However, bath discharge issues and
problems with isolating potential pollution stemming from
current cutting procedures and from historical pollution will
be similar in yards in China and Turkey. We will continue work
to understand this impact better in all three locations.

IMPACT ON SUSTAINABLE
DEVELOPMENT GOALS

DECENT WORK AND
ECONOMIC GROWTH

o

14 555

o

1 PARTNERSHIPS
FOR THE GOALS

&
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Independent assurance report

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

A.P.Maller - Maersk 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 - Maersk A/S for the year ended 31 December 2017.

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. Maller - Maersk A/S Sustainability Report for
the year ended 31 December 2017 are without any material misstatements and
have been prepared, in all material respects, in accordance with the accounting
principles as stated on maersk.com/business/sustainability/sustainability-
reparts-and-publications/reports. This conclusion is to be read in the context
of what is stated in the remainder of this assurance report.

What we are assuring

The scope of our work was limited to assurance over data and information
in the A.P. Maller - Maersk A/S Sustainability Report for the year ended
31December 2017.

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
ina 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 1and accordingly maintains a comprehensive
system of quality controlincluding 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, 9 February 2018

PricewaterhouseCoopers
Statsautoriseret Revisionspartnerselskab
CVRno. 33771231

Mogens Nergaard Mogensen
State Authorised Public Accountant
mne21404

Understanding reporting and measurement methodologies

Data and information need to be read and understood together with the
accounting principles (maersk.com/business/sustainability/sustainability-
reports-and-publications/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-financialinformation
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 arder 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 Group and Brand level responsible
for the sustainability strategy, management and reporting;

« Performed an assessment of materiality and the selection of topics for the
2017 A.P.Maller - Maersk A/S Sustainability Report and comparison ta the
results of a media search;

¢ Read and evaluated reparting guidelines and internal control procedures at
Group level and in three major Brands regarding the data ta be consolidated in
the 2017 Sustainability Report;

¢ Conducted analytical review of the data and trend explanations submitted by
all Brands and Business Units to the Group;

¢ Evaluated internal and external documentation to determine whether
information in the 2017 Sustainability Report is supported by sufficient evidence.

Management's responsibilities

Management of A.P. Maller - Maersk 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 infarmation;
Measuring and reporting data and information in the Sustainability Report
based on the accounting principles; and

¢ The content of 2017 A.P. Maller - Maersk A/S Sustainability Report.

Our responsibility

We are respansible for:

¢ Planning and performing the engagement to abtain limited assurance
about whether data and information in the 2017 A.P. Moller - Meaersk 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. Maller - Mazrsk A/S.

Gert Fisker Tomczyk
State Authorised Public Accountant
mneS777

Sustainability Report 2017


http://maersk.com/business/sustainability/sustainability-reports-and-publications/reports
http://maersk.com/business/sustainability/sustainability-reports-and-publications/reports
http://maersk.com/business/sustainability/sustainability-reports-and-publications/reports
http://maersk.com/business/sustainability/sustainability-reports-and-publications/reports

46 ASSURANCE AND PERFORMANCE DATA | PERFORMANCE DATA

Performance on social,
environmental and economic indicators

MAERSK LINE APM TERMINALS DAMCO SVITZER
2017 2016 2015 2017 2016 2015 2017 2016 2015 2017 2016 2015

Social performance
Our employees
I Number of employees (FTEs) 32,240 31,858 32,750 22,192 22,615 21,171 10,993 11,292 11,087 2,760 2,870 2,847

Women in leadership o o o o

(% based on headcount) il fizF 2 e

Gender - female/total 3 5 5 o

(% based on headcount) B2 ik AR et

Target nationalities in leadership o o o o

(% based on headcount) s 4 2k U

Target nationalities/total 84% 79% 50% 13%

(% based on headcount)

Lost-time injury frequency
(based on exposure hours)

Environmental performance

Energy consumption (total, TJ) 417,914 387,290 362,405 5,765 8,249 6,189 306 300 319 2,714 2,473 2,373
Greenhouse gas (GHG) emissions
(1,000 tonnes CO: eq)

GHG emissions 32,802 30,461 27,973 634 662 576 31 32 35 226 200 193

Direct GHG emissions
(scope 1 GHG Protocol)

Indirect GHG emissions
(scope 2 GHG Protocol)

Other air emissions

S0x(1,000 tonnes)

NOx (1,000 tonnes)

Other resource consumption

Waste (1,000 tonnes) 172 155 153 42 24 70 5 5 5 2 1 3
Water“moma) ................................................. 287 ................. 308 ................ 321 ............ 1541 .................. 739 ............. 2249 231 ................. 237 ................ 250 ................. 58 .................... 3540
Spills (hydrocarbon)
I>mms(numbemf5p,lls) ....................................... D ...................... 1 ..................... 1 .................... UU ..................... (.J. .................. D ...................... ﬁ ..................... (.J. ................... 0 D ..................... 1

Economic performance

(U

““Revenue ] 24,299 20,715 23,729 4,138 4,176 4,246 2,668 2,507 2,740 659 642 SSé
Resu[t .................................................................... 541378 ............. 1303 ............. 158 ................. 438 ................ 554 35 ................... 3119 ............... 1 02 .................... 91120
Underlymgresmt ................................................. 5”384 ............. 1287 .............. 414 ................. 433 ................ 528 35 ................... 31 ................... 1 5 ............... 1 14 .................... 85”5
Taxfortheyear 159 ................. +2D ................ 128 ................. 5 3 ................. 149 ................ 108 ................ 2 4 ................... 24 .................. 21 .................... 88 ..................... 5

W 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.
Described in the Generally Accepted Accounting Principles - data from other sources than the financial and operational scoped data.
From 2017 gender and nationality data will be reported by headcount, previously by FTE. Historic data has not been included, as it would not be comparable.
See our Sustainability Accounting Principles at maersk.com/business/sustainability/sustainability-reports-and-publications/reports
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MAERSK OTHER BUSINESSES, CONTINUING DISCONTINUED A.P. MOLLER - MAERSK
CONTAINER UNALLOCATED & OPERATIONS OPERATIONS'
INDUSTRY ELIMINATIONS
2017 2016 2015 2017 2016 2015 2017 2016 2015 2017 2016 2015 2017 2016 2015
5393 5,381 4,750 2,236 2,248 2,827 75,814 76,265 75,632 9,853 11,471 12,823 85,667 87,736 88,355
18% 22% 26% 16% 23%
32% 24% 28% 10% 26%
42% 13% 40% 9% 31%
55% 48% 74% 40% 69%
1 0 0 0 0 1 6 2 7 1 0 0 7 2 7
1.31 1.0 2.87 N/A N/A N/A N/A? N/A® N/A® N/A® N/A? N/A? N/A N/A? N/A?

603 370 534 126 391 427 427,428 399,073 372,247 22,150 55,780 56,627 449,578 454,853 428,874
82 49 81 12 32 33 33,787 31,436 28,891 2,194 4,733 4,568 35,981 36,169 33,459
14 9 1 10 30 31 33,442 31,248 28,5635 217/ 4,669 4,509 S55/9 35,917 33,044
68 39 69 2 3 3 345 188 356 57 64 59 402 252 415

&l 33 43 2 1 1 254 219 275 18 37 39 272 256 314
379 320 395 20 23 18 2,616 1,663 3,273 855 721 752 2,971 2,384 4,025
0 0 0 0 0 0 0 1 2 0 2 1 0 3 3

1,016 564 891 =1,835 -1,338 -‘I,QDIé. 30,945 27,266 30,1 S‘.I. | N/A N/A N/A | 30,945 27,266 30,1 61
................. 385554 572598108 -1944591934 97014281009 11641897925
................. 385352 885512439 3554981553 N/AN/AN/A 3584551553
................. 13+B+24 +3820+12 219171225 972883297 11911054522

1 Discontinued operations is comprised of Maersk Drilling, Maersk Oil, Maersk Supply Service, and Maersk Tankers. Maersk Tankers was sold during the year, and was thus excluded from 2017,
with the exception of financial profit/loss. Figures relating to 2015 and 2016 have been restated accordingly
2 Seep. 29 for LTIf per business

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 investor.maersk.com/financials.cfm
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STAY UP TO DATE

Stay up to date

WE VALUE YOUR FEEDBACK

We welcome any questions, comments or
suggestions you might have to this report and
our performance. Please send your feedback to:

A.P.Moller - Maersk
Esplanaden 50
1098 Copenhagen K
Denmark

Att: Sustainability

You can also send an email to:
sustainability@maersk.com

maersk.com/business/sustainability

REPORTING

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.
The Annual Magazine provides
an overview of the operations and
performance of A.P. Moller -
Maersk in a concise and easy-to-
read format. The publication is not
a substitute for the Annual Report and does not
cantain all the information needed ta give as
fullan understanding of A.P. Moller - Maersk's
performance, financial position and future
praspects as provided in the Annual Report.
The Annual Magazine is available in hard copy

Editor-in-Chief
Annette Stube

Editor
Lene Bjorn Serpa

Project Lead
Frances Iris Lu

Writer
Eva Harpeth Skjoldborg

Design and layout
Extrasmallagency

and electronically in English and Danish at
maersk.com/yearinreview.
‘ A.P.Moller - Maersk also
Interim .
Report produces Interim Reports for
2017 each of the first three quarters
= of the year

Presentations tailor-made for investors and
the financial markets are also uploaded every
quarter at maersk.com.

AP 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. Maller - Meersk
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.

This is our Communication on Progress
in implementing the principles of the
United Nations Global Compact and
supporting broader UN goals.

COMMUNICATION ON We welcome feedback on its contents.
PROGRESS

Additional COP content can be found on our
website: maersk.com/business/sustainability

An independently assured

Sustainability Report is published

by A.P. Maller - Maersk and covers all

its material sustainability issues.

The Sustainability website
maersk.com/business/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.
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