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Report on corporate governance pursuant to Art. 107b of the Danish Financial Statements Act

Each year, we consider the recommendations from the Danish Committee on Corporate Governance.

This statement forms part of the management review in the annual report of Drsted A/S for the period 1 January 2018 to 31
December 2018.

l. The composition of the management boards and committees and their function

Our governance model has its offspring in our Scandinavian roots and our listing on the Nasdag Copenhagen Stock Exchange.
The overall and strategic management of the company is anchored in a board of non-executive directors appointed by the
shareholders. The Board of Directors has appointed an Executive Board for handling the day-to-day management. None of the

members of the Executive Board are members of the Board of Directors.

Our governance model is illustrated in the figure on the next page and explained below.
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Shareholders and general meeting

Our shareholders exercise their rights at the general meeting. The general meeting adopts decisions, such as the appointment of
the Board of Directors and the auditor, in accordance with the standard Danish rules. However, the approval of a proposal to
amend the Articles of Association or dissolve the company requires that the Danish State as majority shareholder participate in
the general meeting and vote in favour of the proposal.

Board of Directors

Members and duties

Each year at the annual general meeting, the shareholders elect six to eight board members. In addition, our employees may
elect members corresponding to half of the board members elected by the general meeting pursuant to Danish mandatory
rules. Employee elections are typically held every four years.

Our Board of Directors currently comprises eleven members, eight members elected by the general meeting and three members
elected by the employees.

In 2018, Dieter Wemmer and Jergen Kildahl joined the Board of Directors as new members elected by the general meeting.

The Board of Directors has prepared an overview of the competences required on the board. The list of required competences
can be found on orsted.com/en/About-us/Management/Competences-overview. In the table on page 7, we have illustrated how
the current board members compare against the required competences.

The Board of Directors is responsible for the overall management of the company and appoints the Executive Board. The Board
of Directors lays down the company'’s strategy and makes decisions concerning major investments and divestments, the capital
base, key policies, control and audit matters, risk management and significant operational issues.

The Board of Directors has appointed two committees from among its members: an Audit and Risk Committee and a
Nomination and Remuneration Committee.

The rules of procedure of the Board of Directors describe the work and duties of the Board of Directors. Terms of reference are
also in place for the two committees.

Information about the members of the Board of Directors, their other supervisory and executive positions and independence can
be found on pages 56-57 of the 2018 Annual Report.



The green transformation is on the board agenda

Since climate change is fundamental to Drsted'’s business strategy and all our investments, climate-related issues are directly or
indirectly an agenda item at all board meetings. As such, climate-related issues are integrated in reviewing and guiding our
strategy, in setting performance objectives, and in overseeing major investments, acquisitions and divestments. The Board of
Directors monitors and oversees progress related to @rsted’s strategic ambitions and targets for addressing climate-related
issues.

Special tasks in 2018

Key tasks for the Board of Directors have been the build-out of our offshore wind project portfolio after 2020, the establishment
of a new onshore wind platform in the US through the acquisition of Lincoln Clean Energy, the acquisition of the US wind
developer Deepwater Wind, the farm-down of Hornsea 1in the UK and the initiation of a structured divestment process for our
Danish power distribution, residential customer and city light businesses.

The Board of Directors conducted its annual board effectiveness assessment in December 2018. The assessment was conducted
with assistance from an external adviser, who conducted a survey and interviewed all board members. The input from the
survey and interviews was processed and analysed with international benchmarking. The external adviser also acted as an
observer during a board meeting.

The external adviser concluded that the Board of Directors has evolved in many dimensions and was in good shape for the
challenges ahead. The Board of Directors has a strong and relevant composition with a breadth of skills, competences and
perspectives and solid financial knowledge. Although many board members are relatively new, the Board of Directors is well
aligned in relation to strategic priorities and its modus operandi, which is steered effectively by the Chairmanship.

Important tasks for the Board of Directors in 2018
Investments, acquisitions and divestments
1 Acquisition of the US onshore wind developer Lincoln Clean Energy.
1 Acquisition of the US offshore wind developer Deepwater Wind.
1 Farm-down of the offshore wind farm Hornsea Tin the UK.
1 Initiation of divestment of our Danish power distribution and residential customer and city light businesses.

Other tasks
1 Preparation of new ambitious targets for our long-term strategic and financial development with an ambition to lead the green
transformation.
1 Appointment of new CEO for Offshore.
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Establishment and appointment of CEO for Onshore.

Development of our offshore wind project portfolio in the UK, Germany, the Netherlands, Taiwan and the US.
Development of our onshore wind project portfolio in the US.

Review of overall IT security.

Preparation of a Global Diversity & Inclusion Policy.
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Remuneration

Each year, the general meeting approves the remuneration for the members of the Board of Directors for the coming year. In the
section on remuneration on page 65 of the 2018 Annual Report, you can read more about the remuneration of the Board of
Directors.

Nomination and Remuneration Committee

Members and duties

Thomas Thune Andersen (Chairman), Lene Skole and Pia Gjellerup are the members of the Nomination and Remuneration
Committee.

The committee assists the Board of Directors in matters regarding the composition, remuneration and performance of the
Board of Directors and Group Executive Management.

You can read more about the Nomination and Remuneration Committee and the terms of reference for the committee at
orsted.com/en/About-us/Management/Nomination-and-Remuneration-Committee.

Special tasks in 2018

In 2018, the committee discussed, among other matters, payment of retention bonuses granted in connection with the planned
divestment of our Danish power distribution, residential customer and city light businesses as well as retention bonuses to
individual business-critical employees in companies acquired during the year.

Additionally, the committee discussed a share-based retention tool which was introduced in 2018 and targeted at a limited
number of employees responsible for critical long-term projects.

The committee also reviewed an update of the compensation model and governance for our top 100 employees.
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Audit and Risk Committee
Members and duties
Benny D. Loft (Chairman), Dieter Wemmer and Peter Korsholm are the members of the Audit and Risk Committee.

The committee assists the Board of Directors in overseeing the financial and ESG reporting process, the capital structure
development, financial and business-related risks, compliance with statutory and other requirements from public authorities as
well as the internal controls.

Moreover, the committee approves the framework for the work of the company’s external and internal auditors, evaluates the
external auditors’ independence and qualifications as well as monitors the company’s whistleblower scheme.

Our Internal Audit function reports to the Audit and Risk Committee and is independent of our administrative management
structures. Internal Audit enhances and protects the organisational value by providing risk-based and objective assurance,
advice and insight. Further, Internal Audit is primarily involved in auditing and advising on our core processes, governance, risk
management, control processes and IT security.

The Chairman of the Audit and Risk Committee is responsible for managing our whistleblower scheme. Internal Audit receives
and handles reports submitted. Our employees and other associates may report serious offences, such as cases of bribery, fraud
and other inappropriate or illegal conduct, to our whistleblower scheme or through our management system. In 2018, two
substantiated cases of inappropriate or unlawful behavior were reported through our whistleblower scheme. One case
concerned violation of procure-to-pay policies, and one case concerned misappropriation of assets. The cases had
consequences for the individuals involved. None of the reported cases were critical to our business or impacted our financial
results. Whistleblower cases are taken very seriously, and an awareness campaign was conducted to avoid similar cases.

You can read more about the Audit and Risk Committee and the terms of reference for the commmittee at orsted.com/en/About-
us/Management/Audit-Risk-Committee.

Special tasks in 2018

In 2018, the Audit and Risk Committee focused on the two acquisitions of Lincoln Clean Energy and Deepwater Wind in the US,
IT/cybersecurity together with the implementation of the new General Data Protection Regulation (CDPR) and the inflation
exposure management policy adopted in 2018.
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Internal Audit undertook special audit and consultancy tasks within the following areas: prevention of cybercrime, GDPR,
compliance, internationalisation, asset management, commodity and currency hedging, compliance monitoring and business
conduct.

Important tasks for the Audit and Risk Committee in 2018

Audit and accounting

Review of the accounting policy applied for US subsidies and tax attributes.

Review of the principles and disclosures related to the two acquisitions (business combinations) and divestments.
Review of the implementation of IFRS 15 as well as supervising the preparation for IFRS 16 implementation in 2019.
Review of expectations for market prices, exchange rates, discount rates and risk-free interest rates.

Review of significant provisions and warranties in the Group.

Monitoring of capital structure development.

Monitoring of the voluntary limit for non-audit services as well as preliminary approval thereof.
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Risk

Monitoring of business and emerging risks.

Review and assessment of the principles applied for the adopted inflation exposure management policy.
Review of IT security in operational and administrative areas as well as cybersecurity.

Assessment of liquidity reserve and capital structure.

Monitoring of currency and energy hedging mandates.

Monitoring of currency and energy hedging mandates.
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