





Natural preservation

of refrigerated foods

are food safety and extension of shelf life. The challenge is to
develop solutions which reduce the number of ingredients on
the product labels, the so called “clean labels”. Many solutions
are based on lactic acid (and derivatives) formulations, though in
the meantime other solutions have also been developed and
launched successfully.

Sustainability is key theme in Purac’s total portfolio. As a leading
player in green chemicals, made from renewable resources, such
as beet sugar, cane sugar, corn and tapioca, Purac aims to
contribute to the global industry’s search for solutions to reduce
CO, emissions and decrease the dependency on fossil fuels.
Today lactic acid and lactic acid derivatives are made from
renewable resources. Purac is well positioned to contribute to a
new generation of so-called bio-based building blocks in which
lactic acid can become an important platform chemical. In 2009
Purac has made great progress with the development of
products, technology and applications for bio-based Poly Lactic
Acid (PLA). Recently the decision was taken to invest in a 75,000
tons lactide plant meant to enable further development of this
very interesting market.

In order to strengthen the global leadership in lactic acid and
lactic acid derivatives, significant efforts in terms of technology
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The trend towards more convenient and fresher food
products is increasing. Examples of these food products are
ready-to-eat/heat/cook meals and meal components, soups,
sips, sauces, fillings, stuffings and pasta.

Food producers have some challenging hurdles to overcome
when entering this market. Not only do they need to deliver a
high quality product that stays safe until the end of its shelf
life, but they also need to meet the high expectations of the
customer in terms of taste, appearance and clean labeling.

To ensure these demands are met, Purac has developed a
portfolio of natural food safety products under the brand
PuraQ. For these developments Purac works closely together
with leading companies in this market.

have been put to improve the CO,footprint and its cost base. In
2009, the gypsum free technology for the production of lactic
acid has been applied in a pilot plant at our location in the
Netherlands. In the future this new technology will be intro-
duced in the new factories as it will boost the sustainability
claim for our future bio-plastics customers.

Progress in 2009

Some important launches in 2009 have been:

* Six new products in the PuraQ product portfolio for the natural
food preservation market. Examples are PuraQ Verdad NV15,
PuraQ Safe RS55 and PuraQ Extend NX12.

* PURACFIT, a new product in the food taste & acidification
portfolio used to mask after taste in sweetened drinks.

* PURACAL Qstable 140 and PURACAL Qsynergy, two new
products in the food nutrition portfolio which optimize the
current broad portfolio of calcium salts.

* PURALACT L and PURALACT D, two new products for the
bio-plastics market. These products enable producers of lactic
acid based bio-plastics to manufacture products with high
heat resistancy. This opens up a new field of applications,
where resistancy to high temperatures is critical.
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Procurement

Managing the volatility of raw material prices and optimizing
total sourcing costs are crucial for CSM’s results. In 2009 CSM
has brought procurement for all divisions under a global
management structure, building on the foundation which was
established during the 2006—2008 3-S restructuring program.
All local procurement staff have been centralized into regional
teams, which now operate under one CSM wide global frame-
work, which allows the organization to capitalize on combined
volumes and joint expertise across the divisions.

The regional teams are set up to optimally serve the different
geographies, whilst sharing systems, expertise, and reaping the
benefits of collaborating on global issues. The procurement
teams are supported by harmonized transactional systems,
allowing them to work in a consistent way and share knowledge
and data, which in turn increases transparency and market
insights.

Apart from driving economies of scale, centralized procurement
enables CSM to develop a deep level of expertise of all its key
sourcing markets and commodities. In-depth understanding of
markets is a prerequisite to anticipate price volatility, and to
create a level playing field with suppliers. Bundling the large
volumes and expertise of the procurement organization benefits
CSM’s negotiation power, improving overall procurement
performance and purchasing terms.

Innovation is another important area where CSM leverages its
procurement expertise. Procurement experts work in close
collaboration with the innovation centers in order to increase
the success rate of innovation projects.

Our global procurement approach allows CSM to control its
procurement process in an effective way and to mitigate supply
risks better and faster. One of the key focus points in this respect
is to manage our supplier base in terms of quality and condi-
tions. CSM has started various initiatives to rationalize its
supplier base, geared to its different products groups.

In 2010 CSM will continue to professionalize the procurement
function even further. Key priorities will be continued tight
control of commodity input pricing, further rationalization of
the supplier base, and the implementation of NPR (Non
Production Related) procurement teams which target improved
sourcing of indirect materials. Also a considerable effort will be
spend on building closer relationships with our key suppliers.

Expert teams have been established for key commodities,
leading to better information for our sales and marketing people
and our customers, and creating a more pro-active approach.
This was achieved by, amongst others, improving the dialogue
between management of the business units and procurement,
with the result of better integrated overall business decisions.

In 2009 CSM successfully managed its commodities procure-
ment in a highly volatile market. By improving our market-re-
lated business intelligence and managing our positions in line
with the risk requirements of our customers we were able to
manage price development throughout the year.

We also rationalized a number of our ingredients and have
developed flexibility between the major suppliers. This flexibility
will allow us to better deal with shortages in raw materials.

The approach of integrating procurement into innovation paid
offin 2009. For example, procurement played an important role
in the launch of Bio Bread; bread rolls produced from organic
ingredients only. All ingredients need to be bio certificated, in
which the right organic sourcing, affordable and in time, was
crucial in the success of this product launch.

In 2009 we have set up an NPR organization for indirect mate-
rials, the benefits of which will be visible in 2010. This organiza-
tion will ensure a more uniform procurement approach for a
large number of spend areas outside manufacturing, resulting in
quality improvements and more competitive prices.
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People

The global economic crisis made 2009 one of the most challen-
ging years in living memory for companies, employers,
employees and their families alike. While CSM has not been
spared from the turmoil, the 2006-2009 reorganizations meant
that the company was in relatively good shape to weather the
storm. We were able to avoid large-scale restructuring and
respond to the economic situation by making better use of our
teams, reducing external hiring, and scrutinizing costs even
more than usually to keep the organization healthy and compe-
titive. Because of all of this our people could focus on their jobs
and help CSM emerge from the crisis as a stronger business and
team. At the same time we continued to invest in training and
development of our people to strengthen the organization.

People are at the core of our business. CSM people talk business
with over 150,000 customers every year. In many cases these
discussions are based on long standing relationships where we
consistently bring value by unleashing the power of the 8,500
colleagues in the CSM organization. Irrespective of whether our
colleagues are in sales, marketing, research & development,
supply chain or otherwise servicing our customers, they are all
true professionals who are passionate about their work and
what CSM stands for. Whether our customers are looking for an
existing product or a new one, together we will find the best
solution for them. That is what we call real partnership.

As we want to be the leading player in selected parts of the
competition arena, we continued to invest significantly in CSM
people in 2009. To retain this leadership position it is critical to
develop our people by means of formal and on the job training,
exciting projects, international experience and exposure. CSM
managers learn how to lead and not just manage. We aspire to
build generations of leaders to keep CSM in the top spot. In 2010
we will continue to expand our leadership development and
training programs.

Attracting high potentials is how CSM builds its talent base
from the bottom up. Our trainee program in Europe has now
reached the next stage of maturity offering young graduates
the opportunity to work in different positions in our business.
They also get the opportunity to go abroad for six months to
develop international skills and experience what it is like to work
and live in a different environment and culture.

More than ever before, we provide employees with the opportu-
nity to work on larger scale projects. Some of these projects also
mean going abroad for a shorter or longer period. This allows us
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to deploy skills and capabilities where we need them, while
providing broader experience to our people. Given the interde-
pendent structure of CSM, we need diverse management that is
better connected and takes a more international approach.
Examples of these projects in 2009 which are driving diverse
management included the roll-out of SAP in various countries,
the start-up of our new bakery business in Turkey, our lactic acid
factory in Thailand and research & development exchanges
between the US and European innovation centers.

This also makes CSM a more attractive employer, creating a
sustainable competitive edge. In today’s talent market it is not
enough to just make promises. What really distinguishes us is
the ability to offer a more varied and challenging career. As a
medium-sized multinational, we are facing the same challenges
as much larger companies but without the bureaucracy, big head
offices, or a vast army of resources. This creates space for those
who have a passion to succeed and the entrepreneurial drive to
find commercial opportunities.

We understand that doing business in the right way means
showing respect, appreciation and a cooperative spirit to
everyone we work with. As a company, it is our goal to improve
the quality and sustainability of life. We do this by helping to
create a society where people can make a conscious choice for
safe, healthy, nutritious and delicious food. We are passionate
about providing the very best products, technologies and
services to our customers to help them succeed.

2009 saw the global launch of the CSM values passion, partner-
ship and performance, which are applicable to all our employees.
Values are hardly new to CSM: in many countries we have been
applying local values for many years. However, we felt that we
needed to connect these local values and merge them with the
CSMvalues in the same way that we are connecting our people
in different positions and countries. The CSM values guide the
implementation of the CSM strategy and help us on a daily basis
to bring our best thinking and value to our customers. The CSM
values were well received by our people and many new initia-
tives have been started to make them even more meaningful.

In this respect our values are not only a source of business, they
also constitute a source of engagement and pride for CSM
people.
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Despite the economic challenges of 2009, we continued our The average workforce decreased to 8,382 in calendar year 2009,
customer intimacy strategy, developing new products and due mainly to the effect of 3-S restructuring projects in the
solutions and, at the same time, aiming for geographic expan- supply chainin all divisions during the last years.

sion. The CSM Human Resources function continued to develop

and tailor our people strategies in support of our business. These The distribution of the employees over the various regions is
strategies are underpinned by CSM management development ~ shown in the table below.

and local training and are linked to both short and long-term

objectives to measure success and pay for performance.

CSM is committed to doing business in a responsible and ethical ~ The Netherlands 777 805
way. Examples include our new regional quality organization to Rest of Europe 3,770 3,853
further improve the quality of our products, the choice we offer North America 3,501 3,537
to our customers to have different product specifications or the Rest of the world 334 326
working environment for CSM people. Total 8,382 8,521

Important principles in CSM’s social and people policy are:
to recruit, develop and promote employees on the basis of the
talents and skills required for the job;
to provide safe and healthy working conditions;
to offer a varied and challenging career;
to encourage and support individual and team initiatives to
further improve the results, reputation and growth potential
of CSM;
to strive for performance excellence and related rewards.

We monitor adherence to these principles and constantly adapt
our approaches. Through formal and informal channels we
ensure CSM management stays strongly connected with staff at
all levels. Through employee meetings, focus groups and news
letters we strive to maintain close relationships and an ongoing
dialogue with our people. Board members and senior managers
regularly visit the various CSM facilities to support the dialogue
with management and staff.

In 2009 all Works Councils in Europe and local employee repre-
sentatives have again played a key role in supporting the
business by participating in dialogues for example on how to
respond to the crisis and support the stronger CSM organization.
These dialogues have clearly added value to both our people and
our customers.
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The Environment

A separate sustainability report will be published and can be
downloaded from the CSM website (www.csmglobal.com). For
this reason, the Annual Report will only outline the main points.

Introduction

As a producer of bakery supplies, food ingredients and green
chemicals, CSM is aware of the environmental impact of its
business operations. Consequently, this chapter addresses CSM’s
performance in terms of environmental impact of its operations.

CSM requires all of its operating companies to comply with
national, local, regional, and all other applicable laws. Over and
above this, the operating companies are to act as responsible
members of the community and to prevent, where possible, all
sorts of nuisance to the community like emissions and logistic
hindrance. CSM stimulates the development of sustainable
products and technologies, aiming for continuity. The company
promotes an active role and participation in environmental
protection initiatives. Creation of, and participation in, local
environmental and sustainability initiatives are encouraged.

CSM is committed to protecting the present and future needs of
its stakeholders, by conducting business in a safe and sustai-
nable manner. The company maintains management systems,
designed to ensure continued environmental, safety and health
(ESH) compliance and to support continuous performance
improvement. CSM conducts regular audits to monitor ESH
compliance and performance at its businesses worldwide.

The commitment to the protection of human health and
prevention or reduction of pollution as well as the integration of
fundamental principles of resource conservation into business
processes, facilities, operations, and products is fundamental.
This commitment is anchored in CSM’s mission statement.

CSM works with its business partners towards sustainable and
responsible ESH practices amongst its suppliers, contractors,
and customers. CSM strives for open communication and
dialogue on workplace health, safety, and environmental issues
with our stakeholders and responds to their ESH concerns and
suggestions.

Main Developments by division

Overall, due in part to a reduction of stock levels, CSM produced
8% less on a consolidated volume basis. The largest reduction
was seen at Purac (16%), followed by both Bakery Supplies
Europe and Bakery Supplies North America (5%). Purac uses more
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energy and (cooling) water per ton of product, therefore this
change has an amplified effect on related figures.

As a result of restructuring activities the number of plants
reduced from 40 to 39. In order to manage sustainability
performance, CSM encourages the implementation of environ-
mental and health and safety management systems, such as 1ISO
14001 or a comparable norm for operating companies used to
minimize environmental impact. Purac implemented the OSHAS
18001 health and safety management system.

Striving for better efficiencies by continuously improving
technologies, operations and awareness will remain one of our
cornerstones to improve our base. We will also enhance our
goals and formulate more specificimprovement and reduction
programs to reach those goals.

In partnership with our customers, suppliers and vendors,
Bakery Supplies North America works to make a positive impact
in our local communities with our sustainability efforts.

As we become more proficient in our review of the GRI data
collection process for energy, it became evident that our efforts
in collecting correct data are critical to the outcome of our
sustainability efforts.

We see it as an achievement in 2009 that Bakery Supplies North
America did not receive a single external complaint from
authorities or neighbors for smell, odors, noise or traffic. From
an internal perspective, our focus remains on personnel safety
where our staff continues to drive process, environmental and
people safety.

From an energy consumption standpoint, 2009 brought about
a significant shift in our product portfolio. Our increase of
volume, especially in baked goods, created a change in our
energy profile as the process became more energy intensive.
We therefore took an aggressive approach in our capital invest-
ments designed to reduce energy consumption. The projects
incorporated improved lighting utilizing high efficiency, motion
detection florescent lights; steam boiler replacement utilizing
modern stack gas conservation systems; installation of hot oil
heating system with improved efficiencies by 30%; and ice bank
replacements that provided consistent electrical demand. These
investments resulted in a sustainable reduction of 20,600 GJ,
which amounts to 2.5% of the total energy consumption in
BSNA.
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Bakery Supplies Europe reduced its overall energy consumption
by 7.9%, to 678,153 GJ. Half of it (4%) is related to a reduction in
the production volume. Another half (4%) was due to energy
usage awareness and energy saving projects. Local initiatives
were taken to change and improve existing equipment to
reduce energy losses. We also installed more efficient heaters,
boilers, chillers, compressors and power supplies.

Two highlights:

In Merksem, Belgium, we installed a Combined Heat and Power
(CHP) system. The CHP system generates electricity using
natural gas, and at the same time heats up water for the plant
processes. The result is a saving of 10,800 GJ of primary energy
due to better efficiency in generating hot water and electricity.
This is 1.5% of the total divisional energy consumption.

At Kate’s Cakes we report energy savings in both electricity (5%)
and natural gas usage (6%), due to a combination of activities.
First by organizing a “Turn it off” awareness campaign engaging
staff in shutting off lighting and central heating in the evening,
computers, monitors and other devices when they are not in
use. This led to a second initiative, to scheduled shut down of
baking ovens when not in use. Thirdly, to lower emissions by
reducing refrigerator compressor load, due to a change of the
temperature of our main freezers from -23°C to -20°C. Total
reduction in this factory is 6,000GJ (1% of total divisional energy
consumption). We expect to roll this out in other existing plants
when applicable.

Other initiatives in Delmenhorst and Goes counted for another
reduction of 10,000 GJ (1.5% of total divisional energy
consumption).

We saw an increase in environmental complaints of 6 in 2008
to 9in 2009, mostly noise complaints of a plant with a commu-
nity close by. Although a lot of complaints can be categorized
as minimum disturbances, we investigate all complaints in
detail and make sure we take the right measures.

Sustainability parameters linked to production volume have
improved last year. We achieved a reduction of inventory by
integrating Purac Thailand and optimizing the worldwide
supply chain. We improved our specific energy usage, with a
total reduction of about 15% compared to 2008, due to lower
lactic acid volumes in the total production portfolio. Besides
this we executed a project aimed at structural energy savings

in Brazil. This resulted in a significant energy reduction of
36,000 GJ in 2009. Expressed in a percentage, this represents
10% reduction in energy consumption for the Campos plant.
On divisional level this equals to 1.8% reduction of the energy
consumption.

The total number of public complaints rose from 3 to 23.
Twenty-two of these complaints are odor complaints related to
the waste water treatment facility of the Thailand plant. Local
communities are living close by the plant and although the
facility functions according to expectation, normal waste water
odor is a nuisance. Purac Thailand took the complaints seriously
and invested in measures that radically reduce odor. In the
Netherlands we received two citations for late reporting of
accidental environmental spills to surface water.

CSM is committed to consistently delivering incremental
improvements in key area’s that drive our sustainability goals.
With our healthy financial position, we are well positioned to
drive our business strategy forward. Our Bakery Supplies
business will continue to lead the market, both in terms of
innovative products and services by anticipating consumer and
industry trends. We will continue to focus on health and
nutrition using innovation programs. We will advance our
product portfolio further in the field of removing less healthy
components, improving the nutritional profile and addressing
the energy density of products.

Our Purac business will benefit from the global trend towards
sustainable green products by advancing our portfolio of
applications and technologies and leveraging our partnerships
in both preservation and bio-plastics. We will continue to
invest in knowledge and technologies to boost the sustainabi-
lity performance of our value chain partners. Examples include
the promotion of our major bio-plastics proposition and
bolstering our position as the leading player in this market,
which will in turn contribute to the carbon footprint reduction
of our customers. Obviously, we are committed to lowering our
own carbon footprint as well, supported by our continued focus
on operational excellence. Our ongoing operational excellence
programs are aimed at improving efficiencies, while simultane-
ously delivering on sustainability KPIs.

Shaping our sustainable future is an ongoing process. We
continue to enhance our sustainability goals within our stra-
tegic framework as we are convinced this is the way to create
sustainable value.
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Corporate Governance

CSM endorses the importance of good corporate governance
and the principle of the Dutch corporate governance code of
2008 (the “Code”), namely that a company is a long-term
partnership between various parties related to the company.
Corporate management bears overall responsibility for balan-
cing the interests of these parties, mostly with the aim of
ensuring continuity of the company. At the same time, CSM aims
to create value for its shareholders in the longer term. CSM is
committed to embedding the Code firmly in the company,
thereby according a central place to the core concepts of good
business practices, integrity, openness, and transparent and
well-supervised management. The text of the Code can be
consulted on the following website: www.commissiecorporate-
governance.nl.

With the exception of the deviations as set forth in the next
paragraph CSM endorses and adheres to the principles and best
practices of the Code.

In accordance with the Code, CSM’s annual report contains a
section describing the main features of its corporate governance
structure and compliance with the Code. Any departures from
the best practices are explained. Important changes in the
corporate governance structure are presented to the General
Shareholders’ Meeting for discussion. Our corporate governance
policy, including the relevant regulations and reports, can be
consulted on the CSM website.

CSM departs from the provisions of the Code with regard to (a)
the severance arrangements in the event of non-voluntary
resignation by members of the Board of Management and (b)
the possible financing of income tax on vested shares under the
share plan by selling part of the vested shares.

Regarding its composition the Supervisory Board always tries
to strike the right balance between expertise and experience.
A certain degree of age and gender variation may be instru-
mental in achieving the desired balance in the composition of
the Board, but diversity on the basis of age and genderis nota
goal as such. In this respect the profile of CSM’s Supervisory
Board deviates from best practice provision I11.3.1 of the Code,
as the Supervisory Board does not pursue a specific diversity
related objective. The required expertise and experience as well
as the availability of the right candidates will be decisive when
proposing candidates for (re)appointment.
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There are two other situations in which CSM departs from the
Code. The members of the Supervisory Board and the Board of
Management are appointed by the General Shareholders’
Meeting on the basis of nominations by the Supervisory Board.
The CSM Articles of Association state that the General
Shareholders’ Meeting can overrule any such nomination by an
absolute majority of the votes cast, provided the said majority
represents at least 1/3 of the issued capital. In contrast with the
Code, no second meeting will be convened if there is no quorum,
as a second meeting is not required by law.

The General Shareholders’ Meeting may decide to suspend or
dismiss a member of the Board of Management or the
Supervisory Board by an absolute majority of the votes cast,
provided the said majority represents at least 1/3 of the issued
capital. This quorum requirement does not apply if the proposal
for suspension or dismissal is submitted by the Supervisory
Board. In contrast with the Code, no second meeting will be
convened if there is no quorum, as a second meeting is not
required by law.

The information and statement pursuant to the Decree of
December 23, 2004 to determine additional regulations regar-
ding the content of the Annual Report, as amended in March
and December 2009, have been published on CSM’s website
www.csmglobal.com (Section Investor Relations under the
heading Corporate Governance).

CSM nv is an international holding company as understood by
Section 153, subsection 3 paragraph b, of Book 2 of the Dutch
Civil Code. The “large company” regime therefore does not apply
at the level of CSM nv.

Corporate governance relates to the management and supervi-
sion of the company, accountability, and the influence of
stakeholders on decision-making.

The Board of Management is responsible for developing objec-
tives and the strategy, determining the risk profile and for
implementing the strategic and operational policy of the
company. The independent Supervisory Board oversees and
advises the Board of Management. The Supervisory Board

has appointed from among its members an Audit Committee,

a Remuneration Committee and a Nomination Committee.

The Board of Management fulfils its duties by promoting the
interests of CSM and its businesses. The interests of CSM and

its businesses are understood as the interests of all stakeholders,
including customers, shareholders, employees, suppliers,

and financial partners. CSM is aware of its corporate social
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responsibility and is deeply committed to protecting the
interests of the community. CSM works on the principle that
corporate management should consistently determine and
implement the corporate policy from a long-term vision of
continuity. CSM endorses the importance of clear accountability
for its policy and the results thereof.

Common shares in CSM are listed on Euronext Amsterdam. The
financing preference shares are not listed. No restrictions apply
for the transfer of shares. If a shareholder or group of sharehol-
ders acquires 30% or more of the share capital, the said share-
holder or group of shareholders is required by law to make an
offer for the entire outstanding capital.

Shareholders have voting rights in proportion to the number of
shares held.

The annual General Shareholders’ Meeting will be held within
six months of the close of the financial year. At this meeting the
Annual Report and Financial Statements drawn up by the Board
of Management will be presented for adoption, amongst other
things. If requests are received from shareholders who individu-
ally or collectively represent one percent (1%) of the issued
capital or at least € 50 million of market capitalization, to place
items on the General Shareholders’ Meeting agenda, these will
be honored provided they are submitted to CSM at least 45 days
prior to the date of the meeting, unless such items are deemed
incompatible with important company interests.

Extraordinary General Shareholders’ Meetings will be held as
often as the Board of Management and Supervisory Board so
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desire. An extraordinary General Shareholders’ Meeting must
also be held if one or more shareholders who collectively
represent at least 1/10 of the issued capital submit a written
request to this effect to the Board of Management or the
Supervisory Board enclosing a detailed list of agenda items.

If neither the Board of Management nor the Supervisory Board
—which have equal powers in this matter —responds in such a
way that this extraordinary General Shareholders’ Meeting can
be convened within six weeks of the request, the applicants are
at liberty to convene the meeting themselves and appoint a
Chairman.

With the exception of cases in which a larger majority is required
by law or the Articles of Association, decisions at the General
Shareholders’ Meeting will be taken by an absolute majority of
the votes cast.

Decisions to amend the Articles of Association and/or dissolve
the company may only be taken at a General Shareholders’
Meeting in which at least 2/3 of the issued capital is represented
and by a majority of at least 3/4 of the votes cast, unless the
proposal has been submitted by all incumbent members of the
Board of Management with the collective approval of all
incumbent members of the Supervisory Board, in which case
the decision may be taken by an absolute majority of votes,
regardless of the represented capital.

In line with the recommendations accompanying the Code CSM
will submit for discussion purposes a separate agenda item to
the annual General Shareholders’ Meeting in April 2010 regar-
ding the main features of CSM’s corporate governance structure
and its compliance with the amended Code.



Risk Management

Risk Management and Internal Control

CSM operates worldwide with operating companies in various
markets and jurisdictions. Against this background it is impor-
tant to ensure the timely identification and effective manage-
ment of all significant risks inherent to the execution of our
strategy and realization of our objectives. The Board of
Management is responsible for the design, implementation and
operation of CSM’s risk management and internal control
systems.

Our governance model identifies clear reporting and accountabi-
lity structures in line with the corporate governance code (see
pages 39-40).

Risk Management Approach

Our approach to risk management is aligned with the Enterprise
Risk Management framework of the Committee of Sponsoring
Organisations of the Treadway Commission (COSO — ERM), which
aims to achieve a reasonable level of assurance. Our risk
management approach is aimed at embedding risk awareness
and risk management at all levels of CSM to ensure that risk
decisions are taken and evaluated consciously and properly. Our
risk management approach covers Strategic/Market,
Operational and Financial/Compliance risks and can be illus-
trated as follows:

Entity Wide Controls
Global Control Framework
Monitoring and Audit

Driven by CSM Corporate in 2009 our bi-annual risk manage-
ment workshops were held to identify the critical risks for all
Business Units. Action plans to mitigate the risks are/will be
developed and the progress of the risk mitigation actions will be
followed periodically. Risks are being discussed on an ongoing
basis during quarterly meetings between the Business Units and
the Board of Management.

In 2009 an updated crisis manual was introduced. The crisis
manual provides measures for effectively handling and mana-
ging any type of crisis. All companies are in the process of
implementing the crisis manual, which will be completed in
2010.
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Insurance is an integral part of our risk management approach
asitis aninstrument to manage the financial consequences of
risks. The choice to obtain external insurance cover depends on
the cost efficiency of the instrument. The coverage of insurances
is monitored and benchmarked regularly.

Key Risk Areas
For our key risk areas the following main risks have been identi-
fied, together with the mitigation actions taken.

Strategic and Market Risks

This area can also be affected by legal and regulatory changes
made by governments, which could severely impact our business
but cannot be influenced by us.

CSM operates in two markets: the market for bakery supplies
and ingredients, and —through its lactic acid products —the
market for preservation, fortification and green chemicals. The
worldwide economic environment impacts our bakery business
as demand for our products will fluctuate in line with GDP
development. Demand for lactic acid products will be impacted
as certain customers operate in more cyclical markets that
fluctuate with the economy.

We will not be able to neutralize the effect of a further economic
downturn immediately, but we can show flexibility by bringing
down cost levels and adjusting the product offering to changing
demand, thus employing two instruments available to mitigate
the negative impact. To be able to adjust our production costs
we have created some degree of flexibility by hiring temporary
staff. Adjusting our product offering to changing demand can be
realized relatively quickly due to our extensive Research &
Development and procurement experience.

Besides the strategic reorganizations CSM has undergone, and is
still undergoing, the market situation is becoming more and
more volatile. This puts a strain on management’s ability to deal
with all changes successfully. Failure to respond adequately or
timely could severely damage CSM’s financial position and its
future growth perspective. The availability of good management
and systems is vital in this respect.
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We combine product and service

to provide an effective solution
based on our intimate knowledge of
customer requirements. This means
going beyond understanding our
customers; we also need to
understand their customers. These
insights impact everything that we
do with and for our customers, from

product development to flexibility
of supply.
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We will continuously review the effectiveness of our organizati-
onal structure and the quality of our management to keep our
organization future proof. We will continue to further improve
our agility through aiming for “the right people in the right
place” and through continuously aligning our systems and
structures with marketplace developments.

Continuously innovating and revitalizing our product range in
line with today’s trends in the market, like healthier products is
essential in order to maintain market leadership and avoid a
narrowing margin on our products sold.

At Bakery Supplies we have established six Innovation Centers
across Europe and North America. At Purac we have established
a core Innovation & Competence center with three regional
application labs. Our Innovation and Competence organization
continuously focuses on the successful development of products
meeting customer and end user needs and demands.

More investments have been made in monitoring market trends
and consumer needs.

Lactic acid is one of the sources for manufacturing bio-plastics;
other technologies are or will be developed to target this
promising market. The attractiveness of the bio-plastics market
is driven by growing consumer demand for degradable plastics
made from renewable sources. Demand may increase or
decrease with its relative cost compared to conventional
oil-based plastics.

Purac keeps a close eye on competing technologies and is
maintaining its competitiveness by continuously refining its
proposition from both a product specification and cost
perspective.

We will increase our effort to drive the success of bio-plastics.
In December 2009 we announced the start of the construction
of a Lactide plant by Purac in Thailand to produce components
for bio-plastics, increasing our investment in this technology
by € 45 million.

We operate in a competitive market in which it is essential to
keep cost and service levels at least on par with those of our
competitors. Failing to achieve this could lead to market share
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erosion by competitors or customers substituting our products
with alternatives.

Our Research & Development efforts are not only geared to new
product introductions but also to production improvements.
Improving our cost competitiveness has been a priority during
the past years. We have restructured our manufacturing foot-
print, enhanced production specialization and optimized our
logistics. Continuous IT investments are being made to support
our business requirements and achieve cost efficiencies as well
as to improve customer responsiveness and service levels.

In our bakery supplies strategy, growth by acquisitions plays an
important role in taking our part in the consolidating market. If
there are no candidates available to meet our strategic needs or
deliver the value required by our financial standards, this could
hamper the execution of our growth strategy and could potenti-
ally weaken our position if competition pursues acquisitions.

With an average market share of approx. 10% in our major
markets in the US and Europe we believe acquisition opportuni-
ties do exist. Over the last years we have changed our structure
in such a way as to be able to easily integrate new acquisitions
into our organizational structure. This will result in strong
synergies through the elimination of costs and/or the realization
of faster sales growth. It will also enhance our capability to pay
a competitive market price and meet our value creation
requirements.

Operational Risks

Serious disruption of our supply chain as a result of calamities
such as fire, flood or earthquakes, or due to contamination,
strikes or major system breakdowns, could have a major impact
on our profitability. The closure and specialization of factories
for efficiency reasons have increased this risk.

Our risk management approach aims to detect and prioritize the
most serious risks leading to a discontinuation of our supply
chain. We are working to develop appropriate back-up measures
and where possible these measures have been tested for
effectiveness.

Based on best practices and experiences, we continuously
review and improve manuals and guidelines at our operations to
support our employees in preventing and limiting the risk of
calamities and mitigating the effects of calamities.



As we have seen over the last years, sudden increases or decre-
ases in the price of raw materials can seriously impact the
margins of our products sold. Scarceness of raw materials due to
excessive demand or production interruption at suppliers can
also impact our results due to sales declines and additional cost
required to satisfy our raw materials need.

We continuously invest in the relationship with our customers,
advising on changes in product assortment, technology and
changes in consumer behavior. We believe a relationship based
on transparency and trust, in which true value is added, supports
our ability to pass on increased cost via price increases or
redevelop products with lower cost ingredients in collaboration
with our customers.

Our procurement departments, centralized by continent, have
developed adequate measures to secure contract positions in
order to minimize or delay exposure to cost fluctuations of raw
materials which could negatively impact our margins. These
measures include early warnings of possible impact to our
organization and our customers. Furthermore, we have imple-
mented a multiple-supplier sourcing policy for our most critical
raw materials.

Today’s IT systems are the heart of a company’s supply chain and
customer fulfillment processes. Major disruptions to IT systems
can have a serious impact; one of the most critical moments is
the implementation of new systems.

We run a continuous IT program supporting our strategic and
operational business objectives.

Over the past years we have implemented various new systems.
We are confident we have a good understanding of how to
execute implementations and take the necessary safety measures
to avoid failures. Where possible we try to limit the potential
impact of new system failures by avoiding “big bang” implemen-
tations. These, however, cannot be avoided in every situation.

The assumed value of an acquisition can be seriously impacted if
itis not properly integrated. This could lead to the loss of major
customers, the loss of important employees or the loss of
proprietary knowledge and disruption in the supply chain,
quality complaints or impacted service levels.

CSM has adopted a structured approach towards the integration
of acquisitions which in some instances could even mean that
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integration is postponed until circumstances have improved.
Already during the acquisition process much time is spent on the
post-acquisition measures that will need to be taken for a
successful integration into the CSM organization.

The loss of a large customer could have a disproportionate
impact on the profitability of the company due to the serious
impact on the utilization of factories. CSM has a large customer
base in which the five largest customers account for a little less
than 10% of CSM sales.

An intimate relationship based on profound knowledge of the
customers’ needs and those of their end consumers, continuous
development of new products, where possible developed jointly
with our customers and excellent service and cost levels should
limit the risk of large customers leaving. CSM’s strategy is very
much focused on improving these fundamental elements in the
relationship with customers. Substantial investments have been
and will be made towards further improvement.

Financial and Compliance Risks

The company’s business is subject to regulations by international,
national and local governmental agencies. Non-compliance with
local laws, food safety regulations, human health, safety and
many other regulations could pose a serious threat to CSM.

CSM could be exposed to substantial claims from various parties
or permits could be cancelled.

Our corporate Code of Conduct, policies and procedures are
properly maintained and made available to all our staff via the
CSM intranet and are frequently communicated. Compliance is
enforced by local companies supported by Corporate.

As CSM operates in various non-euro countries we have to deal
with volatility of exchange rates of a number of currencies
versus the euro.

This impact can be seen in the translation of the results and
equity of foreign entities into euros and in the results of transac-
tions when there is a difference between the currency of the
production costs and the currency in which the sale of the
product is being made.

CSM has a hedging policy in place to limit the impact of volatility
of foreign exchange rates. Hedging the impact of the foreign
currency translation risk is partly and indirectly effectuated
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through increasing CSM’s liabilities in foreign currencies. Of
the total external debt of CSM approx. 70% is denominated in
US dollars, which partly offsets the large equity translation
exposure CSM has against the US dollar.

The exposure to transaction risks is hedged by offsetting the
long or short term currency position through a system of
gradually selling respectively buying this currency with the
objective of mitigating the impact of sudden movements in
currencies.

A sensitivity analysis of interest rate changes can be found in
Note 23 on page 91 of the financial statements.

As CSM is financed with a mix of equity and interest-bearing
loans, a sudden increase in its liquidity needs or a decrease in
available loans might pose a threat to the continuity of the
financing of the company.

In order to avoid unexpected increases in its liquidity needs, CSM
has a planning & control system in place that manages the
working capital needs of the company and gives an early warning
in case of a sudden increase taking place. In the event of an
increase in its liquidity needs CSM has sufficient committed loan
facilities of approx. € 970 million at its disposal. At the end of
2009 CSM had used approx. € 390 million of these facilities. The
facilities can be used up to a maximum allowable net debt to
EBITDA ratio of 3.5. At the end of 2009 this ratio was 1.6.

The pension risk relates mainly to the funding risk of the defined
benefit plans. The most important effects are attributable to
economic factors such as interest rate, equity risk, inflation risk
and foreign exchange risk. Adverse stock market developments
negatively affect the assets of CSM’s pension funds, while falling
interest rates lead to lower discount rates and higher pension
liabilities.

CSM gives considerable attention and assigns quite some
resources to ensure disclosure, awareness and control of pension
exposure and related financial risks. CSM’s pension landscape is
diverse.

In Europe, CSM has a number of defined benefit plans, covering a
substantial number of its employees in the Netherlands, the UK,
Germany and Belgium. Outside Europe the pension risk is
considered not material, as CSM has mainly defined contribution
plansin place or pension arrangements with local insurance
companies.
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The investment strategy of the pension funds and the associated
tactical asset allocation are based on asset, region and currency
diversification to offset funding risks. The funding position of
the defined benefit plans has recovered during 2009. The
funding position at the end of 2009 is such that no substantial
cash payments by CSM are required in the short term.

Non-compliance with International Financial Reporting
Standards (IFRS) could pose a serious threat to CSM. Not infor-
ming our shareholders and other stakeholders in conformity
with IFRS could lead to a lack of trust, to reputation damage,

a declining share price, and potential legal claims.

Our financial reporting systems and processes are geared
towards our business requirements and support business
reviews. For group reporting we deploy a standard consolidation
tool. Our corporate accounting policies and procedures are
properly maintained and made available to all our staff via the
CSM intranet and are communicated frequently to our finance
community. A monthly review of finance reports is performed
by corporate and business unit teams. Our global control
framework should warrant adherence to IFRS.

In 2009 the finance community has been trained in view of the
latest IFRS developments.

As CSM operates in many countries we have to manage compli-
ance with a wide variety of tax laws.

We have an adequate quarterly reporting system in place, hold
regular tax meetings, and visit our operating companies to
monitor compliance. A transfer pricing policy and documenta-
tion are in place as well. Further, we work with external tax
experts who support our tax planning and returns and advise us
in compliance matters.

To a large extent CSM is financed via interest-bearing loans,
which at the end of 2009 amounted to approx. € 390 million. In
order to mitigate fluctuations in the interest rate paid, CSM has
agreed on long-term interest rates with its financial partners.
A sensitivity analysis of interest rate changes can be found in
Note 23 on page 89 of the financial statements.

Control Measures

In order to prevent risks from occurring and to mitigate the
effect of the risks if they occur, CSM has a number of control
measures in place, details of which are explained below.



Entity-Wide Controls

Our entity-wide controls are not limited to those outlined in this
section; in this section various examples of policies and proce-
dures can be found which are implemented by local operating
companies.

Local management is responsible for compliance. Corporate
Legal is consulted by local management on various occasions.
Every six months local management reports legal issues excee-
ding € 100,000 to Corporate Legal and Corporate Finance.

CSM has a continuous focus on fraud prevention which is
supported by the distribution of the “Good to know on Fraud!”
booklet to management throughout CSM. The booklet is also
available on our intranet to all our employees. This publication,
comprising the Code of Conduct, creates awareness and provides
examples of how to identify and respond to fraud.

The Code of Conduct can be found on our website.

A Whistleblower Policy and reporting system are in place to
enable our employees to report potential integrity issues or
violations of our Code of Conduct. During 2009 seven minor
cases were reported. Each of these cases has been followed up
by CIAS (Corporate Internal Audit Services) and where necessary,
appropriate measures and or actions have been taken by
management. The whistleblower cases including follow up are
reported to the Audit Committee.

Every six months Managing Directors and Finance Directors of
each reporting entity and, where applicable, other senior staff
provide a Letter of Representation to the Board of Management.
This letter represents compliance with financial reporting and
internal controls.

Global Control Framework

As CSM operates worldwide we take the stand that we have to
maintain and achieve high quality reliable financial reporting
and a sound control environment. Since 2006 we have been
working on the implementation of a financial control frame-
work. In the initial phase all entities documented their internal
controls on financial reporting. Since 2008 a software solution
enables maintenance of the internal control documentation as
well as self-assessments of operational effectiveness, reviews
and audits.
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All reporting entities assess operational effectiveness of their
financial closing and reporting processes, at mid-year and
end-of-year, confirming compliance with the relevant guidelines
and IFRS. Together with the Letters of Representation this
ensures the integrity of our financial reporting. During 2009 our
main entities performed an assessment of the operational
effectiveness of their key financial process controls. The assess-
ments have been audited by the internal and external auditors.

The scope of our Information Security policy is fully aligned with
the ISO 27002 standard and also meets our financial reporting
requirements. In 2009 all entities performed assessments with the
guidance to prioritize their improvements actions on nine key risk
areas ranging from information system continuity to disaster
recovery, and from user management to adequate design of roles
and responsibilities in our application systems. Based on the
outcome of the assessments and progress made in the key risk
areas we concluded that our IT security position is adequate.
However, we will continue to make further improvements.

Monitoring and Audits

Based on the CSM strategy and strategic plans, divisional targets
are set for the annual budget process. After determining the
divisional budgets they are rolled out to the business units,
operating companies and operational levels. Quarterly updated
estimates are made based on a six-quarter rolling forecast. The
divisions monitor business performance on a periodic basis using
a defined set of critical performance indicators and periodic
divisional reviews of actual results, and by visiting local entities
frequently.

Operational management meets at least once a month to
discuss the strategy and related risks, the actual performance
versus budget, and other significant matters.

The Board of Management meets at least once a month, has a
bi-weekly conference call, and reviews the divisional businesses
on a quarterly basis. Next to this, members of the Board of
Management regularly visit our main local business operations.

The objective of CIAS is to provide a broad range of audit
services designed to help CSM meet its objectives. CIAS evalu-
ates risks and ensures that the controls in place are adequate to
mitigate those risks. Next to the “assurance role” the second role
of CIAS is to provide value to the business of CSM through
tailor-made operational audits, identifying best practices and
indicating improvement opportunities to business management.



We strengthen our footprint by '
entering new geographies, partly

by embarking on international
expansion of our existing customer
relationships. In 2009 we launched
CSM as a global brand, reinforcing
our global corporate positioning to
serve our international clients
around the world, whilst staying
closely connected to local markets.
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Internal Audit at CSM is based on co-source: a small department
in combination with external parties, providing specialised
knowledge and flexibility. In 2009 35 audits were performed and
reported on. The focus of CIAS is evenly spread over the follo-
wing areas:

compliance of the operating companies with the Global

Control Framework;

value-added audits (focused on business processes);

special projects (due diligence, post mortems, fraud preven-

tion and others).
Audit results are reported to the Board of Management and
discussed with the Audit Committee.

Our external financial audit engagement ensures that all main
entities are audited by the external auditor either for statutory
and/or group purposes. The focus of the external auditor’s work
is the financial reporting with the objective of providing a
reasonable basis for the audit opinion on the fairness of the
presentation of the financial position.

CSM’s risk management and internal control system are
designed to identify in a timely manner the risks inherent to our
strategic, operational and financial business objectives and to
determine appropriate risk responses as generally described
above. Risk management and actions taken in the year under
review were reported to and discussed in the Supervisory Board
and Audit Committee.

Internal representations received from management, regular
management reviews, reviews of the design and implementa-
tion of our risk management and internal control systems, and
reviews in business and the Audit Committee are an integral
part of the company’s risk management approach.

It should be noted that the above does not imply that these
systems and procedures provide certainty as to the realization of
strategic, operational and financial business objectives, nor can
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they prevent all misstatements, inaccuracies, errors, frauds and
non-compliances with laws and regulations.

On the basis thereof, the Board of Management believes to the
best of its knowledge that the internal risk management and
control systems provide a reasonable level of security against
inaccuracies of material importance in the financial reporting.
These systems operated adequately in the year under review;
and there are no indications that the systems would not be
adequate in 2010.

All'in all, the Board of Management is of the opinion that it has
fulfilled the best practice provision I1.1.4 of the Dutch corporate
governance code with due observance of the recommendations
of the Corporate Governance Code Monitoring Commission.

Responsibility Statement

To the best of our knowledge the financial statements give a
true and fair view of the assets, liabilities, financial position and
profit of CSM and its consolidated companies. Further to the
best of our knowledge the annual report gives a true and fair
view of the position of CSM as at the balance sheet date, and of
the development during the financial year of CSM and its group
companies included in the financial statements, together with a
description of principal risks CSM faces.

The members of the Board of Management have signed the
financial statements pursuant to their statutory obligations
under Article 2:101(2) of the Netherlands Civil Code and Article
5:25¢(2)(c) of the Financial Markets Supervision Act (“Wet op het
financieel toezicht”).

Diemen, the Netherlands, 23 February 2010

Board of Management CSM nv
Gerard Hoetmer (CEO)

Koos Kramer (CFO)

Reinoud Plantenberg
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Report of the Supervisory Board

General Information

The financial statements prepared by the Board of Management
for the financial year 2009 have been audited and certified by
Deloitte Accountants B.V. The auditors’ findings on the financial
statements have been discussed with the Supervisory Board.
The Supervisory Board has accepted the financial statements
and recommends that they be adopted by the General
Shareholders’ Meeting. The Supervisory Directors have signed
the financial statements pursuant to their statutory obligation
under Article 2:101(2) of the Netherlands Civil Code.

During the report year the Supervisory Board met seven times in
the presence of the Board of Management. The discussions at
these meetings covered frequently recurring topics, such as
strategy, the CSM portfolio, developments in results, business
developments in the divisions and operating companies, trends
in the markets where CSM operates, key investments, group
risks, internal risk management and control systems, the
outcome of the Board of Management’s evaluation of the set-up
and operation of these systems, corporate governance, corpo-
rate social responsibility, the organizational structure, manage-
ment development, acquisitions and divestments, the financial
statements and the annual report. In the past year, specific
attention was paid to developments in the bio-plastics market
and the investment in a lactide plant in Thailand, management
development, and the regulations and profile of the Supervisory
Board. The Supervisory Board visited the production facilities of
Puracin Montmel, Spain and Croexsa in Llorenc, Spain.
Members of the Supervisory Board also paid a visit to the
International Bakeries Association fair in Diisseldorf, Germany.
The Supervisory Board also held two meetings in the absence of
the Board of Management as well as a number of telephone
meetings. No members of the Supervisory Board have been
absent frequently. Prior to the ordinary meetings with the Board
of Management the Supervisory Board also meets in the
absence of the Board of Management to discuss, amongst
others, developments in the results, and the profile, composition
and performance of the Board of Management. The Supervisory
Board also evaluates its own performance, the performance of
its committees and that of its members. Focus points include
expertise, independence, integrity, critical ability, and a balanced
composition of the Supervisory Board. In the past year an
outside consultancy firm was engaged to do an overall assess-
ment of the functioning of the Supervisory Board, its commit-
tees, its individual members, and of the cooperation between
the Supervisory Board and the Board of Management. The
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results of the individual assessments were discussed with the
respective persons. The assessment of the Supervisory Board as
such and its committees and the cooperation of the Supervisory
Board and its committees with the Board of Management were
discussed with both Boards jointly. Recommendations were
made on the structure of and agendas for the meetings.
Recommendations were also made for the cooperation between
the two Boards and on the frequency of contact moments.

Mr. Gerard Hoetmer has been reappointed as member of the
Board of Management by the General Shareholders’ Meeting of
22 April 2009. The Supervisory Board had announced that Mr.
Hoetmer upon reappointment would continue to chair the Board
of Management. On 12 January 2010 it was announced that Mr.
Reinoud Plantenberg had decided to step down from the CSM
Board of Management at the end of his four year term after the
upcoming General Shareholders’ Meeting in April. He will
transfer his duties as President of CSM Bakery Supplies North
America to Mr. Bret Weaver as of May 2010. Bret Weaver
currently holds the position of President of H.C. Brill. Reinoud
Plantenberg will continue in a number of special projects until his
retirement in 2011. As of May 2010 the Board of Management
will consist of Gerard Hoetmer (CEQO) and Koos Kramer (CFO). We
are very grateful to Reinoud Plantenberg for his contribution to
CSMin general and for his achievements in the North American
business in particular. Under his management the three business
units in the US became the leaders in their respective markets,
showing a healthy performance. He has built a strong and
dedicated team, providing CSM with a seasoned successor in the
person of Bret Weaver, as President of BSNA.

Ms. Prof. L.A.A. Van den Berghe will resign after the upcoming
General Shareholders’ Meeting in April 2010, having served three
4-year terms on CSM’s Supervisory Board. CSM is deeply indebted
to Ms. Van den Berghe for her inspirational, independent but
committed input in the meetings of the Supervisory Board.
Regarding its composition the Supervisory Board always tries

to strike the right balance between expertise and experience.

A certain degree of age and gender variation may be instru-
mental in achieving the desired balance in the composition of
the Board, but diversity on the basis of age and genderis nota
goal as such. Required expertise and experience as well as the
availability of the right candidates will be decisive when propo-
sing candidates for (re)appointment.

In the judgement of the Supervisory Board all its members are
independent as understood by the Corporate Governance Code.
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Committees of the Supervisory Board

The members of the Audit Committee are Mr. R. Pieterse
(Chairman), Ms. L.A.A. Van den Berghe and Mr. W. Spinner.

In 2009 the Audit Committee met six times in the presence of
the CFO, the internal and external auditors, the Director
Financial Accounting and the Director Internal Control. The
agenda at these meetings covered, amongst others, the annual
and half-year figures, the interim management statements, the
operation of the internal risk management and control systems,
the code of conduct, evaluation of the audit committee itself,
working capital control, impairments, tax matters, treasury,
information technology developments and the reports of the
internal and external auditors.

The Nomination Committee, consisting of Messrs. P. Bouw
(Chairman), M.P.M. de Raad and W. Spinner has met formally and
informally a number of times in 2009. Topics discussed at these
meetings covered the composition of the Supervisory Board and
the Board of Management, and relevant succession issues.
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The Remuneration Committee, consisting of Messrs. M.P.M. de
Raad (Chairman), P. Bouw and W. Spinner, met three times in
2009. It discussed the allocated remuneration (fixed and vari-
able) for members of the Board of Management, the level of
achievement of the 2008 targets for the members of the Board
of Management, the progress of the 2009 targets, and the target
setting for 2010. The Committee also looked at the remunera-
tion structure in general. For 2010 onwards a number of specific
items will be adapted to further approach competitive levels and
to bring the policy in line with the updated Corporate
Governance Code. This will be an agenda item for the General
Shareholders’ Meeting to be held in April 2010.
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Remuneration Policy

The aim of the remuneration policy for the Board of
Management is to create a total remuneration package and
employment conditions which are competitive, with a strong
emphasis on performance-related pay.

The total remuneration package for the Board of Management is
benchmarked against companies in the Netherlands of similar
size and complexity as CSM. This benchmark is set at the median
level of this group of comparable executives based on various
sources of market data on the remuneration for executives of
companies in the Netherlands.

The remuneration is structured in such a way that thereis a
balance between the short-term and long-term goals of CSM.
The policy for income is simple: half fixed and half variable; and
for the variable part: half short-term and half long-term.

LTIP 25%

Base salary
50%

STIP 25%

On the basis of the remuneration policy approved in 2005 the
base salary was set at the 2005 median level of similar manage-
ment positions. In accordance with the policy the base salary is
adjusted annually on 1 May on the basis of the consumer price
index for family expenditure as published by Statistics
Netherlands (“CBS”). The adjustment amounted to 2% as at 1
May 2009.

Members of the Board of Management are entitled to a short-
term “at target” incentive of 50% of their base salary if they
realize their short-term targets. Three financial targets (ROS,
cash flow from business operations and earnings per share)
account for 80% of STIP, while 20% relates to personal targets.
The extent to which these personal targets have been realized is
determined by the Supervisory Board.

In case a target is exceeded the members of the Board of
Management are entitled to a higher STIP than the “at target”
incentive for that particular target. A maximum STIP of 75% of
the base salary can be achieved in case all targets, financial and
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personal, are substantially exceeded (defined as 115% or more
of each target). In case a target is not realized a smaller STIP
than the “at target” incentive will be paid out, with the under-
standing that no STIP will be awarded for substantially lower
performance (defined as 85% of the target).

The financial and personal targets for 2009 have for the larger
part been realized and exceeded. As a result of the fact that
most targets have been realized above the “at target” level the
total incentive is higher than the “at target” level.

The long-term incentive for the Board of Management is based
on the Long-Term Incentive Plan (LTIP) linked to relative total
shareholder return (TSR).

Each year members of the Board of Management are entitled to
an “at target” conditional grant of CSM shares worth 50% of
base salary. The performance criterion for this long-term
incentive is Total Shareholder Return (TSR) over a three-year
performance period.

CSM’s TSR is compared with a peer group of ten more or less
similar companies. Based on independent analysis the perfor-
mance of CSM relative to this peer group is assessed at the end
of the three-year performance period. Target performance has
been set at position 5 based on detailed analyses. If CSM delivers
an outstanding performance (first or second in the peer group)
the incentive amounts to 150% of the “at target” grant; if the
performance is disappointing (ninth, tenth or eleventh in the
peer group) the shares do not vest at all.

The Remuneration Committee evaluates the performance of
CSM in relation to the peer group, using data supplied by a
leading bank in the Netherlands. Upon vesting the members of
the Board of Management receive a gross amount which is equal
to the gross dividend which would have been paid on the shares
in the period of conditional allocation. At the time of vesting the
members of the Board of Management may sell as many shares
as necessary to pay the related income tax. The remainder of the
vested shares will be blocked for two years.

The Supervisory Board periodically determines the peer group,
currently consisting of Danisco (DK), General Mills (US), Aryzta
(CH), Kerry Group (IR), Grupo Bimbo (SP), Nutreco (NL), Ralcorp
(US), Flower Food (US), Greencore (US) and Wessanen (NL). In
case of changes to companies within the peer group for
whatever reason, the Supervisory Board may decide to make one
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or more adjustments to the composition of the group.

The at target and maximum number of conditionally granted
shares for each member of the Board of Management and the
movements in the number of conditionally granted shares are
specified on page 96 of the financial statements.

In 2009, the conditional shares awarded in 2006 vested. As CSM
ranked in 9th position in the peer group, no shares were
awarded.

The members of the Board of Management are entitled to an
annual Commitment Award in the form of CSM shares worth
10% of their respective base salary. The shares are blocked until
the end of their employment with CSM with the understanding
that they may sell as many shares as necessary to pay the related
income tax. In 2009, as in previous years, none of the Board
members have used this option to sell shares.

An overview of the Commitment Award shares can be found on
page 96 of the financial statements.

The pension plan for the members of the Board of Management
is a defined contribution plan, the contributions being paid by
CSM. The plan is within the fiscal boundaries (Table 2, Witteveen
franchise) using 65 as the retirement age. The members of the
Board of Management are also insured for a disability pension
and death-in-service.

Members of the Board of Management are provided with
benefits similar to other senior managers in CSM (e.g. company

car, tax-free basic expense allowance). CSM does not grant loans
to members of the Board of Management. Hence, there are no
outstanding loans.

Members of the Board of Management are appointed for a
period of four years and may be reappointed with the approval
of the General Shareholders’ Meeting.

Messrs G.J. Hoetmer and N.J.M. Kramer have an employment
contract for an indefinite period of time which expires at the
retirement age or earlier if terminated by either party.

Mr. R.P. Plantenberg has a contract that expires in September
2011. The notice period for all members of the Board of
Management is three months. CSM, being the employer, is
required to give six months notice.

A severance pay arrangement has been agreed with the
members of the Board of Management. This severance pay
deviates from provision 11.2.8 of the Dutch Corporate
Governance Code. This deviation originates from the time

of the appointment of Mr. Hoetmer in 2005, enabling CSM to
offer him a competitive package of employment conditions.
The same severance pay arrangement was offered

to the members of the Board of Management appointed shortly
after Mr. Hoetmer.

The agreed severance pay can amount to a maximum of 1.5
times the sum of the annual base salary and the most recently
determined short-term incentive. In addition, contributions to
the base pension plan and the Commitment Award will be paid
for a further two years.

New appointments to the Board of Management will be treated
in accordance with the practice of good governance and regula-
tions in force at the time of the appointment.

Gerard Hoetmer 2009 586
2008 575
Koos Kramer 2009 400
2008 393
Reinoud Plantenberg 2009 400
2008 393

413 0 83 132 1,214
87 0 93 128 883
282 0 58 73 813
69 0 64 70 596
302 0 56 111 869
69 0 65 107 634
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The members of the Board of Management may accept a
maximum of two paid or unpaid positions on an outside super-
visory board or any other such (advisory) position, provided
they obtain the prior approval of the Supervisory Board.
Currently, only Mr. Hoetmer has an external unpaid appoint-
ment with the Stichting “Spieren for Spieren”
(www.spierenvoorspieren.nl), a charity organization active for
the benefit of children suffering from muscular diseases.

Total annual remuneration for the CSM Board of Management
amounted to € 2.9 million in 2009 (2008: € 2.1 million). The
increase is attributable to the significant business performance
improvement in 2009.

CSM Report of the Board of Management

A breakdown of the remuneration of the Board of Management
is specified on page 97 of the financial statements.

Remuneration for the Supervisory Board

Total remuneration for members and former members of the
Supervisory Board in 2009 amounted to € 0.3 million (2008:

€ 0.3 million). This is further specified on page 97 of the financial
statements. The table below provides details on the various
committees and roles.

Chairman
Vice Chairman

Member

60,000 6,000 3,250 3,250
50,000
40,840 4,500 2,250 2,250

No loans or advance payments or any guarantees to that effect
have been granted to the members of the Supervisory Board.

None of the members of the Supervisory Board has shares in the
company or any option rights relating thereto (as at 23 February

2010).
Diemen, the Netherlands, 23 February 2010
On behalf of the Supervisory Board

P. Bouw, Chairman
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