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This second Sustainability Report of CSM is an appendix to the CSM Annual

Report 2005, but not a formal part of it. The CSM Sustainability Report 2005 is only
available in English. This report is based on the guidelines of the Global Reporting
Initiative, edition 2002. However, to promote the readability and dynamics of the
report we did not structure it into sections according to the GRI Guidelines. A brief
GRI indicator table (see page 30) has been provided to help the reader find infor-
mation in this report, the CSM Annual Report 2005 or on our website, www.csm.nl.
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for the use of fewer resources and reduce both
emissions and waste.

Our company values form the foundation of our
sustainability policy in which the reporting
process itself is part of our aim to strive for

three dimensions of sustainability, People,
Planet and Profit, are well-balanced and
embedded in the corporate strategy
towards long-term profit and sustainable
development.
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Casestudy

While the closure of the beet processing
section of the sugar plant in Breda, the
Netherlands, hardly came as a surprise, the
125 people involved were deeply affected
when they heard that their active lives at
CSM were about to change. It was the end
of an era of sugar, steam and dedication.
And, although it is hard to have to start
over, these people have proven that it is
possible.
The future of the Dutch sugar industry had
been uncertain for a long time, and rumors
about the possible closure of the plant in Breda had been buzzing for more than a
decade. The division was able to maintain its profitability by optimizing production and
reducing costs. Meanwhile, the threat of a new EU Sugar Regulation lay lurking, and
unpleasant measures became inevitable.

They used to say “sugar sticks”, but unfortunately the recent decision to close the Breda
beet processing plant affected many dedicated workers (and their families), who could
not stick around any longer. The hard, but well paid work during the sugar campaign,
and the relative freedom during the period of revision (the factory was completely
rebuilt annually, after the campaign) had attracted several generations of so-called
‘sugar men’. The average worker’s career in the factory lasted about twenty years, and
entire families and several generations were involved in ‘the CSM’, as the factory was
called in Breda. The announcement of the closure affected the whole town. The plant
was situated in the center of Breda, and over the years, it had become one of the city’s
icons of activity and prosperity. People now describe the absence as “a hole in the
heart”. Even though the signs were imminent, many just cannot comprehend that the
sugar factory, dominated by its massive silos, was felled by worldwide political forces.

CSM Sugar is a caring employer: 40 of the 125 employees were offered a job in the
specialties part of the plant, where sugar and syrup are processed and packed. Six men
moved to another part of the country to work in the remaining CSM sugar factory, while
seven remained in Breda in order to dismantle the beet factory. The company feels both
financially and socially responsible for the people who became redundant. The employ-
ees involved were assisted in finding new suitable jobs, and received career counseling
in order to learn how to network and seek jobs. They were given training in how to write
a good application letter and how to perform well in interviews. CSM created a job
center to facilitate job searches, and employees who decided to go it alone were given
guidance training to prepare them. Of the 125 employees who were affected by the
reorganization, only 3 were still without prospects by 1 January 2006.
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2.1 PROFILE

CSM is an internationally operating company engaged in the development,
production, sale and distribution of bakery supplies and food ingredients.
CSM’s main product groups include bakery ingredients and products, lactic
acid and sugar.

CSM operates mainly in the business-to-business market (bakery ingredients
and products, lactic acid and sugar) and, to a limited extent, the consumer
market (sugar).

CSM is committed to realizing profitable growth through autonomous growth
and acquisitions whilst maintaining a solid financial position.

CSM operates mainly in Europe and North America but is also based in
South America and Asia.

CSM’s total workforce numbers approximately 8,500, with around 7,300
employed outside the Netherlands.

CSM is listed on Euronext Amsterdam N.V.

2.2 ACTIVITIES

Bakery Supplies

Market leader in Europe and a major player in North America with a wide
range of bakery ingredients, semi-finished products and finished products
for virtually all bakery segments.

PURAC

Worldwide market leader in lactic acid and derivatives, biomaterials, and lactitol.

Sugar
Number 2 in the Netherlands with sugar and sugar products, pulp,
molasses, and lime fertilizer.



2.3

Main product
groups

As at 1 March 2006

Bakery ingredients
and products

BakeMark Danmark
BakeMark
Deutschland
BakeMark Hellas
BakeMark Ibérica
BakeMark
Ingrédients France
BakeMark
International
BakeMark Italia
BakeMark
Magyarorszag
BakeMark Polska
BakeMark UK
Bender-lglauer
Backmittel

Carels Goes
Délices de la Tour
Margo-BakeMark
Schweiz

Unipro Benelux

CSM BAKERY
SUPPLIES
NORTH
AMERICA

American Ingredi-
ents Company
BakeMark Ingredi-
ents Canada
BakeMark USA
Caravan Products
H.C. Brill

CSM Bakery
Supplies Mexicana
QA Products

CSM SUGAR

PURAC America
PURAC Asia Pacific
PURAC biochem
PURAC bioquimica
PURAC China
PURAC
Deutschland
PURAC France
PURAC glucochem
PURAC Hungary
PURAC Japan
PURAC Korea
PURAC Polska
PURAC Production
USA

PURAC Russia
PURAC sinteses
PURAC UK

PGLA-I (50%)

CSM Suiker

2.4 CORE VALUES
CSM has four common core values, that define
the type of company we are.

m Continuous improvement
We strive for continuous improvement in
everything we do.

m Stakeholder-driven
Our goal is to find the right balance between
the interests of our various stakeholders:
shareholders, employees, customers,
consumers, and business partners.

m Fostering ‘intrapreneurship’
We encourage and promote intrapreneurship,
i.e. entrepreneurship amongst our employees
to stimulate the development of CSM
companies.

m Openness
Openness and honesty are essential for a
creative working environment and optimal
performance.

2.5 RESPONSIBILITIES

CSM is a stakeholder-driven company. Commu-
nication with our internal and external stake-
holders is an integral part of our strategy. This
approach fits in with a policy that is aimed at
long-term development. We have translated our
core values into a set of primary goals for our
stakeholders. This serves as a guideline for the
way we manage our relationships with key
stakeholders such as shareholders, employees,
customers, consumers and business partners,
and with the community in general.

Our primary goals:

For our shareholders:

m to create shareholder value by pursuing:
= sustained and profitable growth;
= operational excellence as a means of

attaining our strategic goals;

m to protect shareholders’ investment, and
provide a satisfactory return;

m to communicate openly and constructively
with our shareholders, financial analysts, and
the investment community.

For our employees:
see Chapter 5.1, Social Policy.

For our customers and consumers:

= to maintain the quality and safety of our
products and services;

m to build long-term relationships and cooper-
ate with and learn from our customers and
COnsuimers,;

m to work continuously to improve and innovate
our products and services by maintaining an
infrastructure and fostering an environment
for research and development, knowledge
sharing, and ongoing innovation.

For our business partners:

m to build and maintain long-term and mutually
beneficial relationships with our suppliers,
joint venture and alliance partners, trade and
research partners etc.;

m to record all business transactions so that
they are accurately reflected in the accounts
and documentation of the company in
accordance with established policies and
procedures.



We seek mutually beneficial relationships with
contractors, suppliers, and in joint ventures; we
promote the application of these principles. The
ability to promote these principles effectively
will be an important factor in the decision to
enter into or remain in such relationship.

For the community in general:

m to contribute to the sustainability of the
earth’s resources and the protection of the
environment;

m to comply with the laws and regulations of the
countries where we operate and to respect
local norms and values;

m to be a responsible member of the communi-
ties in which we operate.

We set and measure our performance goals not
only for economic achievements, but also for
environmental protection and social well-being.
We value good corporate citizenship and,
eventually, create long-term sustainable value
for all our stakeholders.

2.6 CODE OF CONDUCT

CSM launched a Code of Conduct in 2004,
which stresses the importance of respecting the
laws and regulations in the countries where we
operate. We conduct our business with fairness,
honesty, integrity and respect for the interests
of our stakeholders in a wide variety of social,
political and economic environments. This
concerns CSM employees individually as the
organization as a whole. The complete Code of
Conduct text is available on our website,
www.csm.nl.

2.7 CORPORATE GOVERNANCE

The CSM Annual Report 2005 contains a
chapter dedicated to the main lines of the
corporate governance structure at CSM. An
overview of principles and practices regarding
corporate governance can be found on our
website, www.csm.nl.

Corporate governance refers to guidelines
about how a company’s management
should be structured, and how it should be
held accountable. It relates mostly to
creating a more transparent annual report,
improving accountability for the Board of
Management, and protecting and
strengthening shareholders’ voice in
matters. A commission, led by Mr Tabaks-
blat, was created in 2003, partly due to an
initiative by the Dutch Minister of Finance,
to develop regulations for the improve-
ment of corporate governance. This
commission created the ‘Tabaksblat Code’,
which has been ratified by the Dutch
Cabinet as the body of regulations for
listed companies.

The Tabaksblat Corporate Governance Code
CSM already complied with the Tabaksblat code
in a number of broad areas last year, however,
several measures were taken to ensure that
CSM'’s corporate governance was brought even
further in line with the code, where necessary.
All rules and regulations that were created or
adapted have been made available on CSM’s
website, along with an explanation, where
applicable.

During the dynamic process of strengthening
our position as a global Bakery Supplies & Food
Ingredients company, we focus on achieving
savings and facilitating growth, without
compromising our relationship with our
stakeholders. By balancing the demands of our
internal and external stakeholders we serve the
purpose of long-term development.

Customers, employees, investors and other
stakeholders increasingly expect CSM to pay
attention to the impact of our measures and
activities. The aim of this report is to offer our
stakeholders a transparent view of our opera-
tions. CSM’s stakeholder model and our core
values serve as a guideline for our daily conduct
in our work, while our vision and mission
statement on sustainability describe what we
aspire to become.

3.1 VISION AND MISSION

Sustainability Vision

CSM strives to be a company where the three
dimensions of sustainability, People, Planet and
Profit, are thoughtfully balanced and embedded
in the corporate strategy towards long-term
profit and sustainable development. The
company wants to satisfy the demands of its
stakeholders by integrating sustainability into
its business practices. Sustainability should
serve as a binding factor for CSM employees all
over the world.

Sustainability Mission

Sustained and profitable growth forms the basis
of the added value we aim to provide to our
shareholders, employees, customers, consum-
ers, business partners, and the community in
general. We favor long-term business develop-
ment and believe that continuity can only be
maintained by business practices based on the
principle of sustainable development. Our Core
Values and Code of Conduct are integrated in
our business practices. Therefore, we have the
ambition to incorporate sustainable develop-
ment into our social, environmental and
economic policy. As a responsible company, we
strive to contribute to the sustainability of the
earth’s resources by preserving the environment
for future generations. After all, we want our
employees to be proud of working at CSM.

3.2 ORGANIZATION

2005 was a year of changes for CSM — and our
management. Frans Olieman, Chairman of the
Sustainability Steering Group, stepped down as
member of the Board on 1 May. The Steering
Group held a final evaluation meeting under his
leadership in April, during which they discussed
the creation of the first sustainability report, the
collation of management information, possible
improvements to questionnaires, and whether
there is a need to modify the Key Performance
Indicators (KPIs).

CSM saw no need to modify its questionnaires
in 2005. The instructions were improved in a
few key areas, however. It was also decided to
leave the KPIs unchanged. (see page 12)



STAKEHOLDER ENGCAGEMENT

This Sustainability Report for 2005 only reflects
CSM’s performance based on our own opera-
tions. We did not investigate our suppliers’
environmental and social quantitative perform-
ance in 2005. Our Key Performance Indicators
are highlighted in Chapters 5 and 6. All the
individual data of the companies has been
validated and screened by our divisional staff.

3.3 ORGANIZATIONAL PRINCIPLES

CSM decided to switch to a more hands-on
management style and structure in 2005.
Operating companies still are the basic entities
within CSM. The divisions are responsible in
operational terms, but a newly established

Group Executive Committee has the responsibil-

ity to bring the key success factors to substan-
tially higher performance levels. The Board of
Management is managing the decision process
for various in- and external issues and is fully
aligned with the Group Executive Committee.

Table 1

KPls People
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KPls Planet

CSM has a wide range of stakeholders — people
and organizations who are interested in our
achievements, in the impact of our operations,
and in the way we conduct ourselves. These
stakeholders include our shareholders, employ-
ees, customers, consumers, business partners,
and the community at large.

CSM would like to emphasize the importance
of maintaining regular communications with
its stakeholders worldwide — both outside the
company, and at the many levels inside of the
company.

4.1 SHAREHOLDERS:

INVESTOR RELATIONS

CSM acts in accordance with the CSM guide-
lines for Investor Relations, which are published
on our website, www.csm.nl.

We manage an on-going investor relations
program to ensure that all investors and
potential investors are able to keep up with
developments at CSM, and are given appropri-
ate access to our management team.

Communication tools include:

m group presentations

E Onhe-on-one meetings

m an investor relations section on the CSM
website

Our General Shareholders’ Meeting, held on
20 April 2005, once again showed the value
CSM attaches to maintaining good relations
with all its shareholders.

While PURAC Brazil may not have a
structured donation/support policy yet, it
fully supports social responsibility
programs and events, with a special focus
on cultural events and other projects. The
involvement concentrates on improving the
quality of life in the under-privileged

communities surrounding us. PURAC
Brazil has made a number of contributions
in 2005, varying from a food donation to
an institution that takes care of children
whose parents have very low incomes, to
the sponsoring of FEMUSICA, a public
classical music festival.

A group of investors, representing more than
one third of CSM’s capital, informed CSM on
17 November 2005 about their concern regard-
ing operational performance. CSM noted this
letter from its investors, as the company is
always receptive to the views of its sharehold-
ers, and acted on it, by committing the com-
pany to update investors on our strategic
developments.

4.2 EMPLOYEES: EUROPEAN WORKS
COUNCIL

Constructive and open dialog with employees
forms the foundation of good labor relations at
CSM. We established a European Works Council
(EWC) in 1998, which allows employees to exert
some influence over European plans and
decisions made within European companies.
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The EWC’s main goal is to create a platform
that embeds the right to information and
consultation, so that knowledge and experience
about representational consultation can be
shared, and it functions as an addition to local
employee participation initiatives. The EWC
counted 21 members from 14 countries in
January 2005, however, after the divestment of
the Sugar Confectionery Division, the total
member number dropped to 11 members from
9 countries.

The EWC meets with CSM management at least
once a year to discuss issues such as CSM’s
organizational structure, the company’s
financial and economic position, and divisional
developments relating to production, sales,
investments, and important changes within the
company. Attention is also paid to environmen-
tal issues and specific topics that affect CSM’s
social policy.

Several issues were discussed at the numerous
council meetings held in 2005, such as the sale
of CSM Sugar Confectionery, the company
strategy, the 3S Program, recent divestments,
and the financial results and prospects. The
EWC met with CEO Gerard Hoetmer in the fall
of 2005.

4.3 GOVERNMENT, BUSINESS PARTNERS
AND SCIENCE: WCFS

Wageningen Centre for Food Sciences (WCFS)
is a joint initiative of the Dutch government and
industry and research institutes, to strengthen
the capacity for innovation and the competitive
strength of the food industry. WCFS performs

long-term strategic and fundamental research
into the development of innovative, new healthy
food.

WCFS has established a strong food science
infrastructure since 1997, giving the Dutch food
industry the innovative capacity to meet the
challenges of the 21st century, with food and
nutrition earmarked as the key focus of its
innovation platform.

CSM participates in the WCFS along with five
other industrial partners, namely Avebe, Cosun,
DSM, Unilever, and the Dutch Dairy Associa-
tion. Research is performed at various locations
within the participating research organizations,
and the work is organized on a project basis.

The WCFS Board, of which Gerard Hoetmer,
CEO of CSM, is a member, has executive
responsibility and decision-making authority for
the center’s performance. The Program Council
advises the Board on program strategies and
WCFS’ financial plan. Dr. Rop Zoetemeyer, R&D
director of CSM PURAC, represents CSM in the
Program Council.

4.4 COMMUNITY IN GENERAL: DUVO
FOUNDATION

CSM is involved with DuVo, a foundation which
investigates sustainability in the food chain. The
foundation keeps stakeholders informed of the
results of its efforts by organizing so-called
dialog meetings, by publishing articles and
booklets devoted to specific aspects of its
activities, and via its website, www.duvo.nl.

DuVo aims to unite organizations from all levels
in the food chain, so that they can search for
ways to improve the sustainability of their
activities together. The site was updated in
2005, to give easier access to the results of the
various studies carried out by DuVo.

DuVo is working with the Dutch Sustainable
Agriculture Foundation (also known as ‘Duur-
teelt’) to investigate the possibilities of a
consumer website with specific information
about food and sustainability.

DuVo will also be carrying out a study to find
out how themes that the public are concerned
about have been incorporated into advertising.
Hopefully this will create a clearer impression
of how companies can potentially use their
sustainable enterprise efforts to improve their
market position.

Finally, DuVo will keep up the dialog with other
societal groups, in order to increase mutual
understanding of the opportunities and
challenges, as this is the only way to foster the
trust necessary to retain, or even strengthen,
public confidence in the Dutch food industry.

4.5 CONSUMERS AND CUSTOMERS:
FOOD PORTAL

Under the DuVo umbrella CSM supports
another Dutch initiative that gives consumers
access to information about sustainability in
respect of food and the food chain, which is
available on the internet. Visitors mostly enter
the website via search engines, and seem to be
mostly interested in issues such as obesity and
food ingredients.

The website is called www.meer-weten-over-
eten.nl (English translation: find out more
about food), and turned out to be one of 2005’s
success stories. The site will be further devel-
oped in 2006, and specific emphasis will be
placed on education.

American Ingredients Company and its
employees donated a total of USD 10,000
to the Salvation Army and Heart to Heart,
to help victims of Hurricane Katrina. This
was accomplished through the unselfish
efforts of AIC’s employees, and the
generosity of the company, which matched
their efforts dollar for dollar.

AIC’s employees raised 50% of the
donation through a series of fundraising
activities, such as selling hot dogs, chips

and a coke for a USD 2.00 donation
minimum, holding bake sales, allowing
employees to wear jeans to work for a
week for a USD 5.00 donation, organizing
raffles for prizes that employees had
solicited from businesses (the Dolton
plant alone raised USD 900.00 with only
46 employees), and by forgoing a semi-
annual birthday celebration, in order to
donate the money that had been ear-
marked for this event.




Immigrants of non-European origin in
several European countries are obliged
to take integration lessons, which usually
consist of building language skills, and
teaching them about their host country’s
history, culture, politics, and food.

Opinions vary about the effectiveness of

this initiative — some think it is vital,

while others find it patronizing. But,

even on the safe side, you could say that

it seems a bit like one-way traffic. What
about ‘our’ knowledge of ‘their’ culture and habits?

Unipro, a CSM subsidiary, based in Aartselaar (Belgium), decided to tackle the
integration issue from another angle. It decided to start developing snacks that
are permissible for Muslims, or halal. Halal primarily describes the rules of the
Islamic slaughter process, and prescribes which additives may be used for the
preparation of meat. Pork, for instance, is a forbidden substance. Therefore,
Muslims living in non-Muslim countries often face problems, because Western
kitchens are literally larded with pork.

While some may say that the people at Unipro were inspired by commercial
motives in the first place, the very fact that a European company will be producing
halal snacks is a satisfying development in itself.

A new production facility will give Unipro and its sister companies within CSM the
opportunity to focus on the entire European market, by developing products
based on local trends and foreign tastes.

Logically, it follows that these products would be aimed at a specific group within
society, which seems a rather clever decision, from a marketing point of view,
justified by the ever-growing number of Muslims in Europe. And, of course, non-
Islamic Europeans are free to use these products too. The European consumer
likes new and exciting tastes, so while this new initiative will satisfy the demand
for suitable Islamic products, it will also give Europeans a taste of what their new
neighbors are eating. Integration can start in the kitchen, so reach out and taste.
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PEOPLE

5.1 SOCIAL POLICY

Our employees are essential and valuable in

achieving profitable growth and success for the

company. CSM’s core values reflect its respon-
sibilities towards its employees. Important
principles that are part of CSM’s social policy
include:

m to recruit, employ, and promote employees
on the basis of the qualifications and skills
needed for the job;

m to provide safe and healthy working condi-
tions;

m to promote learning and development
opportunities;

m to stimulate and support individual and group
initiatives directed at improving CSM’s
achievements, reputation, and potential;

m to create an environment that makes our
employees proud to be working for CSM;

m to strive for high performance and to remu-
nerate competitively.

Regional distribution employees Figure A
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CSM respects the human and labor rights of
our employees. It strives to treat its employees
with dignity and respect. CSM aims to create
equal opportunities for all employees, without
discrimination on grounds of gender, race,
religion, disability, marital status, or age. By
valuing these principles, CSM acts in compli-
ance with the International Labor Organization
(ILO) standards.

5.2 COMPOSITION OF WORKFORCE

The number of employees at CSM has dropped
to 8,500 by 31 December 2005, largely due

to the sale of CSM Sugar Confectionery.

A decrease in personnel has been seen across
all divisions, with the exception of PURAC,
where the number of employees has grown by
6.7% across the line. The distribution of the
employees over the various regions is shown
in Figures A and B.

Total population per division Figure B
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PURAC
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36.1%
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BSEU Bakery Supplies Europe
BSNA Bakery Supplies North America
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Diversity

Approximately 70% of CSM staff are male and
some 30% are female. The Sugar Division is a
typically male environment (with almost 90%
of staff being male).

The majority of all employees working at CSM
are employed on the basis of a full-time contract
(90%), with a mere 10% of all employees
working on a part-time basis, the majority of
which are female (80%).

Age

The average age of a CSM employee is 41.7
years. The average age of a male employee is
42.2 years and of a female employee 40.2 years.
This age distribution of male and female
workers is generally applicable to all CSM
divisions. The Sugar Division has more elderly
employees, while PURAC has the youngest, as
revealed in Figure D.

5.3 DURATION OF EMPLOYMENT

The average number of years that an employee
works at CSM amounts to 11.4 years for male
and 8.7 years for female employees. The figure
for average years of employment went up
slightly.

5.4 EMPLOYEE RELATIONS

A phenomenon especially proliferate in Europe
is the organization of employee representatives
in a works council. In fact, a works council is
mandatory in most EU countries for companies
with a certain number of employees. Organiza-
tions in the United States and in Canada are not
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familiar with works councils; instead unions
play a major role in many operating companies.
The main objective of unions and works
councils is to represent the employees, by
looking after their interests concerning job
security, equal rights, safety, employee benefits,
and consultation.

Presence of Works Councils (non-US)
OpCos Councils Percentage

Total 24 13 54.2%

CSM employs people in over 22 countries
around the world. Works councils are present in
more than 54.2% of the non-American operat-
ing companies, as revealed in Figure F. The
2005 figures are almost the same as for 2004.
In addition to local works councils, CSM
established a European Works Council, as
explained in Chapter 4.2.

More than 4100 employees (75%) of the non-
American countries are rewarded with an
employee benefits package, which is governed
by a collective bargaining agreement. Clearly
this is the result of the high involvement of
unions and works councils on a local level.

Collective bargaining agreement (non-US)

OpCos Workforce  Covered Percentage

Total 24 5,451 4,119  75.6%
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5.5 ABSENTEEISM

All CSM plants run TPM and additional safety
programs, to ensure safe and healthy working
conditions for all CSM employees. All sites have
successfully reduced the frequency of injuries
with lost time. No fatal accidents occurred.
We register short-term absenteeism (less than
2 weeks) and long-term absenteeism (over

2 weeks). In Figure H we have made a distinc-
tion between work-related days of absence
(CSM average 0.22%) and non-work-related
days of absence (CSM average 3.07%).

5.6 EMPLOYEE DEVELOPMENT

CSM is always willing to promote learning and
development opportunities for all its employ-
ees. Development improves performance and
makes employees feel more committed to the
company. CSM’s Management Development
strategy is mainly focused on people with
potential. Programs are offered for personal
development (Corporate Introduction Program),
enhancing personal effectiveness and entrepre-
neurship (Advanced Management Program),
and leadership development (Executive Man-
agement Program). € 729,000 was invested in
these management training programs in 2005.
An amount of € 4.9 million was invested in CSM
employees worldwide by the various operating
companies (excluding CSM programs). This
investment came to approximately € s/ per
employee during the year 2005, excluding the
Corporate Management Training Program.

In both processing divisions, CSM Sugar and
PURAC, the average investment in training per
employee is higher. This reflects the more
complicated nature of operating highly sophisti-
cated equipment in the sugar and lactic acid
factories.
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For 3 years now, CSM Bakery Supplies
Europe has been successfully running two
management programs:

1.

2

EUROPEAN MARKETING COURSE
(approximately 50 participants)
Obijectives:

to build a comprehensive understanding
of major marketing aspects

to link consumer / customer trends and
demands to business opportunities

to work on marketing behavior, methods
and priorities

intensive exchange of best practices to
derive conclusions / recommendations
for own business tasks

networking

. EUROPEAN KEY ACCOUNT

MANAGEMENT COURSE
(approximately 180 participants)
Obijectives:

to build a comprehensive understanding
of all major aspects of Key Account
Management

to reinforce a systematic CRM approach
to work on Key Account Management
behavior, methods and priorities
intensive exchange of best practices to
derive conclusions / recommendations
for own key accounts

networking

PROJECT MANAGEMENT COURSE

In 2005 a 5-day program was developed in
which 26 people, mainly project leaders
participated throughout the European
Bakery Supplies Division.




The climate is changing — and it is
evident that the industry plays a role in
this. The discussion and the goals that
companies have voluntarily set for
themselves seem somewhat abstract, but
the results don’t. PURAC and CSM Sugar
are pleased with the results so far; yet
they keep searching for new measures
that can help them contribute to a
cleaner environment.

We talk about it all the time, but what
exactly is the Kyoto Protocol? It is an amendment to the United Nations Frame-
work Convention on Climate Change (UNFCCC). Countries that ratify this protocol
commit to reduce their emissions of carbon dioxide and five other greenhouse
gases, or engage in emissions trading if they maintain or increase emissions of
these gases. The objective is stabilization of greenhouse gas concentrations in the
atmosphere at a level that would prevent dangerous anthropogenic interference
with the climate system. Industrialized countries have agreed to lower their CO2
emissions by 5% compared to the emissions in the year 1990. Last year, the Kyoto
Protocol came into force, after Russia signed.

On 6 July 1999, the Dutch government concluded the Energy Efficiency Bench-
marking Covenant with the industry. In it, the energy-intensive industry pledges to
be among the world leaders in terms of energy efficiency for processing installa-
tions by no later than 2012. In exchange for this undertaking, the government has
agreed not to impose any extra specific national measures governing energy
conservation or CO2 reduction on the participating companies.

PURAC Gorinchem bv has signed the Energy Efficiency Benchmarking Covenant
in 2000 and is therefore required to carry out a so-called “examination” by third
party of the current distance to the world leaders on energy efficiency operation
every 4 year. The second goal of this examination is to check the progress of the
planned energy reduction projects. The most recent examination was carried out
halfway 2005.

After that time, the biggest reduction of the distance to the world top is achieved
in December 2005 after the start up of a big energy saving project. By this there
remains only 1% distance to the energy-efficiency-level of the world top.

So for PURAC Gorinchem the target of being part of the world top is almost
completely achieved.

The energy saving project will, besides this major achievement, also lead to a
reduction in the use of cooling water.

PURAC, CSM’s biochemicals division,
started the construction of a lactic acid
plant in Thailand in 2005. CSM will invest
€ 98 million in the new site, which includes
the lactic acid plant and other facilities
such as a sodium/potassium lactate plant,
offices, warehouses, and utilities.

CSM expects the lactic acid and lactic acid
derivatives market to continue to grow by
more than 10% annually. The main driver
for this growth is the strongly increasing
attention for food safety, health, and the
environment. Improved functions of food,
including longer shelf life, mineral enrich-
ment, pH regulation and enhanced taste
profiles, are the most important applica-
tions of lactic acid and lactic acid deriva-
tives. Additional growth will come from
lactic acid for non-food applications such
as biodegradable plastics.

The new lactic acid plant will have a
capacity of 100,000 tons undiluted. The
sodium/potassium lactate facility will have

6.1 ENVIRONMENTAL POLICY

CSM requires all operating companies to
comply with national, local, regional and all
other applicable laws. Over and above this, they
are to act as responsible members of the
community and to prevent all sorts of avoidable
nuisance to that community (emissions, logistic
hindrance, etc). Operating companies must
utilize available best practices and techniques,

a capacity of 15,000 tons. With this
investment PURAC is responding to the
worldwide future demand for lactic acid
and lactic acid derivatives and, at the
same time, reinforcing its position in the
Asian market.

The plant will be located on the Asia
Industrial Estate at Map Ta Phut, Rayong
Province on the eastern seaboard of
Thailand. Construction started in Q4 2005
after definitive approval had been received
from the Thai government. The plant will
start up at the end of 2007.

The location in Thailand was chosen
because of the abundance of cost-effective
carbohydrate raw materials for fermentation
(sugars and starches), the proximity of
other chemicals and good energy supply,
the efficient logistical infrastructure, and
the availability of a skilled labor force and
government incentive programs. The plant
will be very close to Thailand’s main
container port Laem Cha Bang for exports
in the Asian region and worldwide.

when economically feasible. Root cause analysis
and prevention measures are to be preferred
above “end of pipe” solutions. CSM wishes to
stimulate the development of sustainable
products and technologies, aiming for continu-
ity. The company wishes to promote an active
role and participation in environmental protec-
tion initiatives. CSM process industries also
participated in the World Class Benchmarking
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system for energy consumption that is a result
of compliance with the Kyoto Protocol. Creation
of, or participation in, local environmental
initiatives is encouraged.

6.2 IMPACT

Environmental Management Systems

CSM operating companies are required to
control unnecessary and detrimental emissions
and disposals into the environment. This can be
done through either process quality control or
environmental management systems. Prefer-
ably, the 1ISO 14001 system is used.

Six plants, all based in Europe, are already
certified for complying with the ISO 14001
environmental management system. Four
plants have other certified systems, such as the
German Oko profit or as part of GMP or quality
management systems. Other plants have their
own management systems. However, these are
not certified by a third party.

Division Plants 1SO 14001 Other
PURAC 7 2 0
BSEU 19 2 3
BSNA 19 0 1
SUGAR 2 2 0
Total 47 6 4

Note: in 2004 the PGLA-I joint venture was not included
in number of plants of PURAC.

Licenses and Commitments

With the local authorities in the Vierverlaten
region, the license and emission agreements of
the sugar factory were evaluated, as there will
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be an update in 2006. The authorities approved
a new emergency recovery plan for the Vierver-
laten plant. The sugar factory in Vierverlaten
built a new central storage for bulk chemicals,
which complies with all the latest rules and
standards.

For the Breda plant of the Sugar Division, the
licenses will be re-evaluated in 2006 because of
the transformation from sugar factory to sugar
specialties plant.

The PURAC sinteses plant in Brazil has been
granted an operating permit, valid till 2010, by
the environmental authorities (FEEMA).

PURAC bioquimica in Spain voluntarily signed a
commitment to Environmental Air Quality with
the local authorities, being one of the first
industries signing this agreement.

Complaints about Environmental Nuisance
Complaints can be triggered when CSM
factories exceed smell or noise levels, or by
traffic nuisance. The total number of reported
complaints in 2005 was 33. The breakdown of
complaints is shown in Figure J.

Several planet indicators did improve signifi-
cantly compared to 2004, due to the fact that

the beet-processing operations in Breda were
closed down in 2005.

6.3 ENERGY

CSM’s Bakery Supplies activities can be consid-
ered “light food industry”. CSM Sugar and
PURAC are “processing industries”. This implies
large-scale factories with high volumes of raw
materials, finished products, and by-products.

Z0Uu4 ZUUY

Anticipating the new EU Sugar Market
Regulation, the beet-processing operations
in Breda were closed down in 2005 and
concentrated in Vierverlaten. Hence, part
of the juice extraction equipment of Breda
— the diffusion tower in particular — had to
be relocated to Vierverlaten. As a result
the process and energy efficiency of CSM
Sugar has improved significantly:

m Economies of scale by concentrating
production in the largest plant and, as a
consequence, extending the length of
the beet campaign from approximately
85 to 100 days.

m Efficiency of the juice extraction
process. Relocation of the diffusion
tower meant expanded diffusion
capacity. This part of the process could
now be optimized for efficiency as
throughput is no longer the critical
factor. In practice, this means that less
water is needed to extract the sugar
from the beet (the so-called diffusion
process) and therefore less water has to
be evaporated to make sugar crystals.

The result is a decrease of more than 10%
in the primary consumption of natural gas
saving roughly 5 million m® of natural gas.

The manufacturing process requires a consider-
able energy input and this results in higher
levels of emissions. All plants are focused on
energy saving programs. Energy consumption is
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measured by the amount of energy needed to
produce a ton of product. Several measures have
been taken to reduce energy consumption over
the years, and also in 2005.

CSM Sugar is committed to maintaining its
position among the most energy-efficient sugar
factories in the world (‘world top’), as defined
by the Energy Efficiency Benchmarking Cov-
enant.

In 2005 the progress of the Vierverlaten plant
with respect to the benchmark target was
audited. It appeared that the relative position to
the world top was further improved.

A study was started into the possibilities of a
multi-fuel concept (including bio-fuel as an
alternative for natural gas) in both the boiler
house and the pulp dryers.

At the end of 2005 the PURAC Gorinchem plant
successfully completed a capital investment
project to reduce energy consumption. In 2006,
assuming the same production level, this project
will result in a reduction of about 25% in energy
consumption (electricity and natural gas).

6.4 EMISSIONS

The reported greenhouse gas emissions
(Figure L) are expressed in CO2 equivalent.
Based on the GRI regulations the CO2 numbers
also include the CO2 emissions from our
consumed electricity at the power station.

The NOx emissions are mainly due to the
combustion of natural gas for generating steam
for our processes. The SOx emissions are
generated by the use of fuel oil in certain
operating companies.
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CSM Sugar and PURAC Gorinchem received the
so-called emission permits of the Nederlandse
Emissieautoriteit (Netherlands Ministry of
Housing, Spatial Planning and the Environment)
for NOx and CO2 and both were certified for
NOX and CO2 trading.

The logistics of beets and distribution of sugar
were optimized resulting in car fuel savings,
and by that a substantial decrease in the
emission of greenhouse gasses.

Emissions of transport vehicles are not
included in Figure L and M.

Most other emissions concern VOC (Volatile
Organic Components). The reported volume of
other emissions in 2005 increased against 2004
due to improved measuring systems.

6.5 TRANSPORT

The Bakery Supplies divisions have conducted
several studies to improve the efficiency of
transportation by optimizing transport routes
and transported loads.

In 2005 BSNA worked out a streamline study
which will be finished in the first quarter of
2006.

6.6 WATER

In Figure N a reflection is given of water used.
Surface water is mainly used for cooling
purposes. The main source of water in the sugar
factories is beet, which contain 75% water.

This way an average of 1.3 million m* of water

is collected during a beet campaign. This water
is used in the plant as process water and after
treatment discharged to the surface water.
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In 2005, PURAC in Gorinchem used about

25 million m* of fresh water for a cooling once
through system. By realizing an energy saving
project at the end of 2005, this volume will be
reduced significantly in 2006 assuming the
same production level.

Returned Water

Waste water refers to aqueous streams that
receive treatment before discharge to the
environment. As a first step, most of CSM’s
process waste water is treated in its facilities,
with a next treatment step off-site. In the sugar
factory the process water is completely treated
and returned to surface water. CSM is commit-
ted to continuing with its source reduction and
recycling efforts in order to reduce fresh water
consumption at its plants. (Figures O and P)

As founding member of Paraiba River Estuary
Consortium PURAC sinteses participated in all
meetings in a continuity effort to promote
sustainable environmental development,
recover and protect areas of recognized
ecological significance of this estuary.

The pollution load of waste water discharge of
the PURAC plants in USA, Brazil and Spain was
reduced significantly by upgrading and improve-
ments.

A large proportion of returned water particularly
in the PURAC Division relates to cooling water.
This is not to be considered waste water because
the thermal pollution rate is relatively low.
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6.7 OTHER PRODUCTS

Our policy is to develop as much as possible
useful products from all streams in the pro-
cesses. As such can be named products such
as beet pulp, beet soil and Betacal (calcium
carbonate fertilizer) from the sugar factories.
These products are produced within the limits
of predetermined specifications and sold to the
respective markets. The lactic acid plants
produce a number of by-products such as
gypsum and biomass. These products are used
for various applications in agriculture and the
construction industry.

6.8 WASTE

Within our TPM programs all plants strive to
reduce waste to the minimum.

During the year PURAC sinteses in Brazil
continued with expressive results the study for
the application of the biosolids from the waste
water treatment system to produce compost
with cane sugar bagass (spirits industry -
alcohol) and biomass to be used as organic
fertilizer. The results have been presented to
environmental authorities.

The Vierverlaten sugar plant optimized the
‘waste chain’ having organic rest material from
the beets processed in a commercial fermentor,
and thus producing “green” energy.

All other waste has to be disposed of in an
appropriate and officially permitted way.

In the statistics a split is made between hazard-
ous and non-hazardous waste. (Figures R and S)
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Hazardous waste can include batteries, oil,
paint, disinfectants, chemicals etc.

The reported quantity of hazardous waste
increased from 2004 to 2005 by improving the
reporting system.

In 2005 a new silo park at the site of BSEU
in Neu Ulm / Gerlenhofen was installed.
Twelve new silos made it possible to
change a raw material volume of 12,000
ts/annum from sacks to bulk. In addition
to savings resulting from increased

efficiency and to lower cost in raw materi-
als, some environmental benefits were
realized: the change from sack to silo leads
to an annual saving of 500,000 big paper
sacks (25kg) and to an avoidance of 60
truckloads, because silo trucks can handle
a higher volume than ordinary trucks.




6.9 PRODUCTION AND OTHER
CONTROL SYSTEMS

The implementation of the Total Productive
Maintenance (TPM) program was continued in
all divisions as CSM strives for Operational
Excellence. TPM is a world-class lean manufac-
turing strategy that is well-structured with eight
development activities to improve both the
effectiveness and efficiency of any production
system or process, involving everyone.

Results have been achieved. Maintenance prac-
tices have been improved and maintenance
personnel can now dedicate more time to
higher value-added activities due to continuous
improvement of equipment reliability and main-
tainability, leading to better productivity and
efficiency.

TPM uses the Overall Equipment Effectiveness
(OEE) key performance indicator to measure the
productivity of a manufacturing unit.

As such OEE has become an accepted indicator
at CSM to assess how plants actually manage
their equipment with minimum losses and waste.

TPM has affected work-floor management
systems, employee responsibilities and safety,
performance measurement, incentive systems,
skill development, and the use of information
technology.

Each year, the Japan Institute of Plant
Maintenance (JIPM) grants TPM Awards to
plants for exemplary TPM achievements.

In 2005, the CSM Bakery Supplies Europe
(BSEU) Division was granted the Award for
Excellence in Consistent TPM Commitment for
the BakeMark Deutschland plant in Gerlenhofen
and the BakeMark Italia plant in Crema.

An overview of current JIPM TPM Awards is
shown in the table below.

JIPM TPM-AWARDS FOR BAKERY SUPPLIES EUROPE:

Plant TPM-award*

Mijdrecht Excellence Award

Crema Excellence in Consistent TPM Commitment Award
Delmenhorst Excellence in Consistent TPM Commitment Award
Gerlenhofen Excellence in Consistent TPM Commitment Award
Aartselaar Special Award

Merksem Special Award

* The ranking of these Awards is as follows (from lower to higher):
Excellence Award, Excellence in Consistent TPM Commitment Award, Special Award.

Casestudy

Dusty highways, humble motels and
deserted roadside restaurants. Tumble-
weed, eighteen-wheelers and patrol cars.
Lonely truck drivers humming songs in
their cabins as their huge machines eat
up the many miles ahead. Almost anyone
in the world would recognize this as a
quintessentially American landscape.

In fact, the reality is not very different
from the perception, but there is one
important detail to keep in mind —
transport affects the environment!

CSM Bakery Supplies North America
specializes in an important aspect of transportation, namely logistics. Every day,
hundreds of CSM trucks cross the continent — from the manufacturer to the
distributor, and from the distributor to the client. Every operating company in the
region has its own distribution center. Some have their own transport divisions,
while some hire transporters to do the job for them.

CSM’s North American Bakery Supplies division is a combination of many differ-
ent companies, acquired over the years and now working together. While this gives
the division a colorful history, it also means that sometimes two trucks from the
same region deliver half a load at the same company on the same day.

The companies now have a central management and share common interests, so
it seemed logical to study the various possibilities for a more streamlined distribu-
tion — translating to fewer miles, less pollution and less cost.

The division has just finalized this study, and the first results are too promising
not to mention them in this sustainability report. Aside from the wish to have
fewer trucks on the road and to reduce the number of miles driven, we gave our
customers an opportunity to help us with suggestions, as always.

We asked them how a revised distribution system could benefit them, and wheth-
er a reallocation of the existing production facilities would be helpful. This would
mean that the plants would remain where they are, but they might cooperate and
adapt to produce another product, for a nearby customer. In fact, better logistics
planning has already led to fewer third-party transporters that drive for CSM
companies in the United States and Canada.

CSM will always have trucks on the road, but by combining the different circum-
stances and possibilities, we can contribute to a cleaner environment, a more
efficient transport system and swifter delivery to our customers. Less miles for a
better service — may the big wheels keep on turning!




7. PROFIT

7.1 KEY FIGURES

millions of euros

Net turnover by region 2005

The
Netherlands
(10,4%)

North America
(42,8%)

Rest of Europe
(42,4%)

Net turnover*

28

Net turnover by division 2005

Sugar
(8,6%)

PURAC
(10,7%)

Bakery Supplies
Europe (41,5%)

Bakery Supplies
North America
(39,2%)

Operating result from continuing operations*

PROFIT

Result after taxes from continuing activities *

1,086
1,025
281
226

356
1,060
1,137
65

134
55
423
946
1,644

2,618

29
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GRI CROSS-REFERENCE LIST

GRI Contents Index

VISION AND STRATEGY

Vision and strategy regarding sustainable development
Statement from the CEO

PROFILE

Organizational Profile

Name of reporting organisation

Major products and/ or services

Operational structure of the organisation

Major divisions, operating companies, subsidiaries, and joint ventures

Countries in which the organisation’s operations are located

Nature of ownership; legal form

Nature of markets served

Scale of the reporting organisation

List of stakeholders, key attributes of each, and relationship to the reporting organisation
Report Scope

Contact person[s] for the report, including e-mail and web addresses

Reporting period

Date of most recent previous report

Boundaries of report and any specific limitations on the scope

Significant changes since the previous report

Relevant changes in basis for reporting on joint ventures etc.

Explanation of any re-statements of information provided in earlier reports
Report Profile

Decisions not to apply GRI principles or protocols in the preparation of the report
Criteria/definitions used in any accounting for costs and benefits

Significant changes in measurement methods

Policies and internal practices to enhance accuracy, completeness and reliability of the
report

Policy and practice regarding independent assurance

Means to obtain additional information

GOVERNANCE STRUCTURES AND MANAGEMENT SYSTEMS
Structure and Governance

Governance structure of the organisation

Percentage of the board of directors that are independent, non-executive directors
Process for determining the expertise that board members need

Board-level processes for overseeing economic, environmental, and social risks and
opportunities

Linkage between executive compensation and achievement financial and
non-financial goals

Organisational structure and responsibilities regarding sustainability

Mission and values statements, codes of conduct or principles, and the status

of implementation

Mechanisms for shareholders to provide recommendations or direction to the
board of directors

Stakeholder Engagement

Basis for identification and selection of major stakeholders

Approaches to stakeholder consultation

Type of information generated by stakeholder consultations

Use of information resulting from stakeholder engagements

Overarching Policies and Management Systems

Explanation of whether and how the precautionary approach is used by the organisation
External charters, principles, or other initiatives to which the organisation subscribes
Principal external memberships

Policies and/or systems for managing upstream and downstream impacts

Approach to managing indirect impacts resulting from activities

Major decisions regarding location of, or changes in, operations

Programmes and procedures to manage economic, environmental, and social
performance

Status of certification of economic, environmental, and social management systems

Page / Explanation

Page 3
Page 3

Page 1
Page 7, 8
Page 7, 8
Page 7, 8
Page 7, 8
Page 7, 8
Page 7, 8
Page 4, 5, 7
Page 10, 13

See colofon
Page 1

Page 3

Page 4

Page 4, 5
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Page 4, 11, 14, 15

Not applicable
Page 32

Page 4, 11, 14,15
Page 11

Not applicable
See colofon

Page 10
Not reported
Not reported
Not reported

Not reported

Page 11, 12
Page 11, 12

See Annual Report 2005,
page 28

Not reported
Page 13, 14
Page 13, 14
Page 13, 14
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Page 10
Page 13, 14
Not reported
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Page 3 and 6
Page 19, 21

Page 4, 5, 20

EC1
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EN 20 until 35

LAl

LA 2

LA 3

LA 4

LAS

LA 6

LA7
LA 8

LA 9

LA10
LA11

HR1 until 14
SOl until 7
PR1 until 11

GRI Contents Index
ECONOMIC PERFORMANCE INDICATORS

Customers

Net sales

Geographic breakdown of markets

Suppliers

Cost of all goods, materials, and services purchased
Percentage of contracts paid in accordance with agreed terms
Employees

Total payroll and benefits broken down by country or region
Providers of Capital

Distributions to providers of capital

Increase/decrease in retained earnings

Public Sector

Total sum of taxes broken down by country

Subsidies received broken down by country or region
Donations to community, civil society, and other groups

ENVIRONMENTAL PERFORMANCE INDICATORS
Materials

Total materials use other than water, by type

Percentage of materials used that are wastes from external sources
Energy

Direct energy use segmented by primary source

Indirect energy use

Water

Total water use

Biodiversity

Land owned, leased, or managed in biodiversity-rich habitats

Major impacts on biodiversity in terrestrial, freshwater, and marine environments
Emissions, Effluents, and Waste

Greenhouse gas emissions

Use and emissions of ozone-depleting substances

NOx, SOx, and other significant air emissions by type

Total amount of waste by type and destination

Significant discharges to water by type

Significant spills of chemicals, oils, and fuels

Products and Services

Significant environmental impacts of principal products and services
Percentage of the weight of products sold that is reclaimable and that is
actually reclaimed at end of life

Compliance

Incidents of and fines for non-compliance associated with environmental issues
Other indirect energy use (transport)

SOCIAL PERFORMANCE INDICATORS

Employment

Breakdown of workforce, where possible, by region/country, status

Net employment creation and average turnover segmented by region/country
Labor/Management Relations

Percentage of employees represented by independent trade union organisations,

by region/country

Policy and procedures involving information, consultation, and negotiation with
employees over changes in the reporting organisation’s operations (e.g. restructuring)
Health and Safety

Practices on recording and notification of occupational accidents and diseases
Description of formal joint health and safety committees compromising management
and worker committees and proportion of workforce covered by such committees
Standard injury, lost day, and absentee rates and number of work-related fatalities
Description of policies or programmes (for the workplace and beyond) on HIV / AIDS
Training and Education

Average hours of training per year per employee by category of employee

Diversity and Opportunity

Description of equal opportunity policies or programmes

Composition of senior management and corporate governance bodies

(including board of directors)

Human Rights

Society

Product Responsibility

Page / Explanation

Page 4, 5, 28, 29, see also Annual Report 2005
Page 4, 5, 28, 29, see also Annual Report 2005

Not reported
Not reported

Not reported

See Annual Report 2005, page 97
See Annual Report 2005, page 55

Not reported
Not reported
Page 15

Not reported

Not reported
Not reported

Page 22, 23
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Page 24

Not reported
Not reported

Page 24

Not reported
Page 5, 24
Page 25
Page 24

Not reported

Not reported

Not reported

Page 4,5, 22
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Page 15

Page 4,5
Page 19

Page 17

Page 19
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Page 19
Not applicable

Page 19

Page 17
Not reported

Not reported
Not reported
Not reported



3.2

BSEU
BSNA
CO2

DuVo foundation (Stichting
Duurzame Voedingsmiddelenketen)

GRI Global Reporting Initiative
ISO certification
KPls

Kyoto Protocol

NOx
SOx

TPM (Total Productive Maintenance)

vOC

WCFS (Wageningen Centre
for Food Sciences)

CSM Bakery Supplies Europe.
CSM Bakery Supplies North America.
Carbon dioxide.

Foundation for Sustainability in the Food Chain.

A long-term, multi-stakeholder, international institution
whose mission is to develop and disseminate globally
applicable Sustainability Reporting Guidelines.

International Standards Organization, which develops and
publishes internationally accepted standards.

Key Performance Indicators; a set of indicators that express
the performance of a company on a specific issue.

The Kyoto Protocol is an amendment to the United Nations
Framework Convention on Climate Change (UNFCCC), an
international treaty on global warming. It also reaffirms
sections of the UNFCCC. Countries which have ratified this
protocol commit to reduce their emissions of carbon dioxide
and five other greenhouse gases, or engage in emissions
trading if they maintain or increase emissions of these
gases, which have been linked to global warming.

Nitrogen oxide.
Sulphur oxide.

The philosophy of TPM uses the commitment of the people
on the factory floor to further improve and smoothen
production. A company aims to realize maximum effective-
ness from its production systems.

Volatile Organic Components.

The WCFS is an alliance of Dutch government, industry and
research.
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