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DSM at a glance

Nutrition

The Nutrition cluster comprises DSM Nutritional Products and
DSM Food Specialties. These businesses serve the global
industries for animal feed, food and beverages, pharmaceutical,
infant nutrition, dietary supplements and personal care.

DSM Nutritional Products is one of the world’s leading
producers of essential nutrients such as vitamins, carotenoids,
nutritional lipids and other ingredients for the feed, food,
pharmaceutical and personal care industries. Among its
customers are the world’s largest food and beverage
companies. DSM is uniquely positioned, offering a combination
of global products and local solutions, with a strong focus on
innovation. DSM Nutritional Products consists of the following
business units:

Animal Nutrition & Health addresses the nutritional additives
segment of the global feed ingredients market. DSM's products
and premixes include vitamins, feed enzymes, carotenoids,
minerals and eubiotics.

Human Nutrition & Health primarily addresses the nutritional
ingredients markets, but is also active in coloration and
preservation in the global food ingredients market.

Personal Care & Aroma Ingredients focuses on active and
performance ingredients such as vitamins, UV filters and bio-
actives for the skin care, sun care and hair care market
segments.

DSM Food Specialties is a leading global supplier of food
enzymes, cultures, yeast extracts, savory flavors, hydrocolloids
and other specialty ingredients to the food and beverage
industries. DSM Food Specialties’ advanced ingredients make a
considerable contribution to the success of the world’s favorite
brands for the dairy, baking, beverages and savory segments.

Materials

The Materials cluster consists of DSM Engineering Plastics,
DSM Dyneema and DSM Resins & Functional Materials. These
business groups are active in specialty materials for
technologically sophisticated applications and offer specialized
value propositions.

DSM Engineering Plastics is a global player in developing,
manufacturing and marketing high-performance plastics,
addressing key markets in automotive and electronics, and
providing solutions to specialized industries including water
management, breathable textiles and flexible food packaging.

DSM Dyneema is the inventor, manufacturer and marketer of
Dyneema®, the world’s strongest fiber™. This product, based
on ultra high molecular weight polyethylene, is produced by

means of DSM’s proprietary processes. The Dyneema® brand
enjoys very high recognition in the value chains served.

DSM Resins & Functional Materials is a global player in
developing, manufacturing and marketing high-quality resins
solutions for paints, industrial coatings and fiber-optic coatings.
Its continuous innovation means that customers can meet
regulatory needs and respond better to consumer demands for
more sustainable materials.

Innovation Center

DSM Innovation Center serves as an enabler and accelerator
of innovation within DSM, providing support to the clusters. With
its Emerging Business Areas, the Business Incubator and DSM
Venturing & Licensing, it also has a general business
development role, focusing on areas outside the current scope
of the business groups.

DSM’s Emerging Business Areas provide strong long-term
growth platforms based on the company’s core competences
in life sciences and materials sciences. The company has three
Emerging Business Areas:

DSM Biomedical supplies innovative biomedical materials that
enable medical device manufacturers to make less invasive
devices. These can speed up recovery, shorten hospital stays
and minimize reoperations, lowering health costs and helping
people to lead longer, healthier and more active lives.

DSM Bio-based Products & Services is at the forefront of
building a more sustainable, bio-based economy with solutions
for clean fuel from agricultural residue and for renewable
chemical building blocks such as bio-based succinic acid.

DSM Advanced Solar develops and provides solutions to
increase the yield of solar panels — Same sun. More power™,

Partnerships

DSM Sinochem Pharmaceuticals (DSP), a 50-50 joint venture
formed in 2011, is the global market leader in beta-lactam active
pharmaceutical ingredients (APIs) such as semi-synthetic
penicillins and semi-synthetic cephalosporins. It is also a leader
in other active ingredients such as nystatin and next-generation
statins.

Patheon is a global leader in contract development and
manufacturing services established in 2014 and approximately
34%-owned by DSM, with customers across the
pharmaceutical industry.

Chemicalnvest is a joint venture established in 2015 in which
DSM has a 35% shareholding, and comprises the former DSM
Fibre Intermediates (caprolactam and acrylonitrile) and DSM
Composite Resins businesses.



DSM — Bright Science. Brighter Living. ™

Our purpose is to create brighter lives for people today and generations to come. We use our unique competences in health,
nutrition and materials to create solutions that nourish, protect and improve performance.

DSM uses its Bright Science to create Brighter Living for people today and generations to come. Based on a deep understanding
of key global trends that are driving societies, markets and customers, we create solutions to some of the world’s biggest
challenges, thus adding to both our own and our customers’ success.

We believe that DSM's continued success will be driven by our ability to create shared value for all stakeholders, now and in the
future. Our customers derive value from being able to offer end-users improved products and services; society and the planet
derive value from the impact of more sustainable, longer-lasting, safer, healthier and more nutritious alternatives; and, as a result,
DSM and its shareholders derive value from stronger growth and profitability. Finally, our employees feel engaged and motivated
both through the contribution they make to a better world and the success this creates for the company in which they work. More
information on 'How DSM creates value for its stakeholders' can be found on page 20.

DSM - Bright Science. Brighter Living.™

Royal DSM is a global science-based company active in health, nutrition and materials. By connecting its unique competences in life sciences and materials sciences,
DSM is driving economic prosperity, environmental progress and social advances to create sustainable value for all stakeholders simultaneously. DSM delivers innovative
solutions that nourish, protect and improve performance in global markets such as food and dietary supplements, personal care, feed, medical devices, automotive,
paints, electrical and electronics, life protection, alternative energy and bio-based materials. DSM and its associated companies deliver annual net sales of about
€10 billion with approximately 25,000 employees. The company is listed on Euronext Amsterdam. More information can be found at www.dsm.com.

© 2017 Royal DSM. Al rights reserved.
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Forward-looking statements

This document may contain forward-looking statements with respect to DSM's future (financial) performance and position. Such statements are based on current
expectations, estimates and projections of DSM and information currently available to the company. Examples of forward-looking statements include statements made
or implied about the company’s strategy, estimates of sales growth, financial results, cost savings and future developments in its existing businesses as well as the
impact of future acquisitions, and the company’s financial position. These statements can be management estimates based on information provided by specialized
agencies or advisors.

DSM cautions readers that such statements involve certain risks and uncertainties that are difficult to predict and therefore it should be understood that many factors
can cause the company's actual performance and position to differ materially from these statements. These factors include, but are not limited to, macro-economic,
market and business trends and conditions, (low-cost) competition, legal claims, the company's ability to protect intellectual property, changes in legislation, changes
in exchange and interest rates, changes in tax rates, pension costs, raw material and energy prices, employee costs, the implementation of the company’s strategy,
the company’s ability to identify and complete acquisitions and to successfully integrate acquired companies, the company’s ability to realize planned divestments,
savings, restructuring or benefits, the company’s ability to identify, develop and successfully commercialize new products, markets or technologies, economic and/or
political changes and other developments in countries and markets in which DSM operates. Additional factors that could cause results to differ materially from those
described in the forward-looking statements can be found in the 'Risk Management' chapter.

As a result, DSM’s actual future performance, position and/or financial results may differ materially from the plans, goals and expectations set forth in such forward-

looking statements. DSM has no obligation to update the statements contained in this document, unless required by law. The English language version of this document
is leading.
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Key data

Key data’

20162 20152
People
Workforce at 31 December (headcount) 20,786 20,796
Female/male ratio 27/73 28/72
Total employee benefits costs (in € million) 1,752 1,778
Frequency Index of Recordable Injuries (per 100 DSM employees and contractor employees) 0.33 0.41
Employee engagement - favorable score (in %) 71 69
Planet
Energy use (in petajoules) 22.6 20.9
Energy Efficiency Improvement (in %, year-on-year) 2
Greenhouse-gas emissions in CO, equivalents (x million tons) 1.5 1.1
Greenhouse-gas efficiency improvement (in %, baseline 2008) 23 20
Water use (x million m3) 104 101
Brighter Living Solutions (as % of net sales) 63
Profit (in € million)
Net sales, continuing operations 7,920 7,722
Adjusted EBITDA, continuing operations® 1,262 1,075
EBITDA, continuing operations 1,174 956
Adjusted operating profit, continuing operations (EBIT)? 791 573
Operating profit, continuing operations (EBIT) 685 362
Net profit attributable to equity holders of Koninklijke DSM N.V. 621 88
Cash provided by operating activities 1,018 696
Capital expenditure, cash based 475 536
Dividend for DSM shareholders 310 297
Net debt 2,070 2,321
Shareholders' equity 6,072 5,541
Total assets 12,958 11,743
Capital employed, continuing operations 7,889 7,553
Market capitalization at 31 December* 10,334 8,396
Per ordinary share in €
Net earnings 3.52 0.45
Dividend 1.755 1.65
Financial ratios (%)
Sales to high growth economies / net sales 44 44
Innovation sales / net sales 22 24
Adjusted EBITDA margin (continuing operations) 15.9 13.9
Average working capital / annualized net sales (continuing operations) 18.6 20.7
ROCE (continuing operations) 10.4 7.6
Gearing (net debt / equity plus net debt) 251 29.2
Equity / total assets 47.5 48.0
Cash provided by operating activities / Adjusted EBITDA 80.7 59.5

T For definitions see ‘Explanation of some concepts and ratios’ on page 217.

2 Key data presented relate to total DSM (= continuing operations + discontinued operations), unless explicitly stated otherwise.

3 In presenting and discussing DSM’s financial position, operating results and cash flows, DSM (similar to many other publicly listed companies) uses certain Alternative performance
measures (APMs) not defined by IFRS. These APMs are used because they are an important measure of DSM’s business development and DSM’s management performance.
A full reconciliation of IFRS performance measures to the APMs is given in the ‘Alternative performance measures (APMs)’ on page 142.

4 Source: Bloomberg.

5 Subject to approval by the Annual General Meeting of Shareholders.
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3 Subject to approval by the Annual General Meeting of Shareholders
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| etter from the CEO

Dear reader,

Toward the end of 2015 we presented Royal DSM's strategic
plan for the period up to and including 2018. We designed
Strategy 2018: Driving Profitable Growth to capture the full
potential of the portfolio of business activities we have carefully
created over the years, by increasing organic growth, reducing
costs, and improving our performance by strict capital allocation
and a stronger organizational agility. For the time being we are
not focused on major acquisitions. In the coming years we intend
to monetize our three large joint ventures.

We set two mid-term headline financial targets for the strategic
period, namely a high single-digit percentage annual Adjusted
EBITDA growth and a high double-digit basis point improvement
in return on capital employed (ROCE). This reflects our
commitment to delivering a step-up in financial performance.

We also set out stretching aspirations in the area of sustainability
relating to our own operations, our customer solutions, and our
impact on the world. At the same time, we aim to further develop
our talent pool to ensure that we can sustainably address the
challenges and demands placed upon us.

“We are intent on ‘future-proofing’ DSM, delivering
higher value to all our stakeholders.”

DSM is making very good progress toward these targets.
Starting already in 2015, we have taken demonstrable steps
each quarter and posted 2016 results well ahead of our mid-term
targets, improving both profit (Adjusted EBITDA up 17% from
€ 1,075 million to € 1,262 million) and returns (ROCE up 280 bps
from 7.6% to 10.4%). We also succeeded in making our own
operations more sustainable while at the same time increasing
the proportion of Brighter Living Solutions our customers buy
from us.

Our performance in 2016

Our strong operational and financial progress in 2016 has been
driven by both Nutrition and Materials, supported by our growth
initiatives, ambitious improvement and cost-saving actions, and
strict capital allocation. This has enabled us to translate our top-
line growth into a significant step-up in (financial) returns in 2016.
Capital expenditure in support of DSM’s future growth amounted
to just below € 0.5 billion. We furthermore undertook numerous
actions to manage working capital; total working capital to sales
stood at 18.4% at the end of the year, which is better than the
20% we aspire to stay below.

The Nutrition cluster posted strong organic growth figures for
2016, with both the animal and human nutrition businesses
contributing. Animal Nutrition & Health maintained momentum
from 2015 and had a strong year. We are also pleased with our
performance in Human Nutrition & Health, where we clearly saw
the benefits of our improvement actions. One of the highlights of
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the year was the continued rapid pace of growth for our i-Health
consumer range of dietary supplements. Having proved its
popularity in the US, it is now also available in a number of other
countries. Our Food Specialties and Hydrocolloids texturing
businesses also showed good results.

Our Materials businesses enjoyed a particularly successful 2016.
We recorded strong growth in volumes, above all in specialty
materials — a clear indication that our product portfolio upgrade
toward specialties and our application expertise resonate well
with our customers in higher-growth and higher-value market
segments. Furthermore, we worked hard to manage margins in
a low-input cost environment. We again recorded a step-up in
returns in Materials in 2016, clearly well above the level of
previous years.

At the same time as vigorously driving business growth, we are
transforming our organization. We are implementing a number
of major programs, which are not just aimed at lowering our cost
base, but also intend to make our company more agile, resilient
and market- and performance-focused, enabling DSM to fulffill
its growth ambitions.

The improvement programs target € 250-300 million in cost
savings versus the 2014 baseline by the end of 2018. All these
initiatives are fully on track and the effects are already visible in
DSM’s financial and operational progress. We are committed to
maintaining our focus and fully executing these programs. The
adverse consequence of this is a reduction of around 1,000 FTEs
between 2015 and 2017 — a decision that was not taken lightly.
| continue to be humbled by the constructive and professional
attitude shown by those who have been affected by these
changes.

Science and innovation drives our growth

As a science-based company, one of the pillars supporting
DSM’s success in the marketplace is our ability to develop new,
more sustainable solutions. Every day, our scientists strive to
provide answers to global challenges, going to great lengths in
doing so. In fact, scientists across the world are the unsung
heroes of our time, often working in relative anonymity. Yet they
inspire us by making a positive difference and a real societal
impact. Our ‘Science Can Change The World’ campaign
celebrates this crucial contribution and entered a new phase in
2016 with the Bright Minds Challenge, looking to fast-forward
renewable energy solutions.

We introduced a number of innovations in 2016, including
specialty materials that help the automotive industry in its quest
to make vehicles lighter and safer, and a new technology
enabling the production of highly concentrated omega-3 fish oil.
We also continued work on programs for the future, many of
which are directly linked to environmental or public health
challenges. These include our fermentative stevia sweetener
platform in Nutrition to help reduce the sugar in our diets, Clean
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Cow, aimed at cutting methane emissions from cattle, and our
Green Ocean partnership to make fish farming more sustainable.

The concept of the circular economy is becoming reality, and the
DSM-Niaga joint venture took an important step, announcing
that its technology is ready for commercial-scale production.
This 100%-recyclable carpet is proof that products can be re-
designed along circular economy principles of use and multiple
re-use.

Looking to our Emerging Business Areas, we have experienced
a delay in the start-up of the advanced biofuels facility in the US
together with our partner POET. Efforts to address this took
effect toward the end of the year. DSM Biomedical made steady
progress, with higher volumes, especially in high-growth
segments of the medical device market including cardiology,
ophthalmics and orthopedics. We continued to see good growth
in solar energy materials with DSM Advanced Solar. The
Innovation Center reached Adjusted EBITDA break-even in
2016, as planned.

Monetizing our partnerships

Over recent years, we have carved out non-core areas of the
portfolio in pharma and bulk chemicals and transferred these into
partnerships. We will exit these over time, monetizing our
holdings. In 2016, we took a first step through our participation
in the very successful IPO of Patheon, resulting in a significant
first financial gain and creating the opportunity to monetize
further in the coming years. DSM Sinochem Pharmaceuticals
progressed well, and we will continue to review the best options
for divesting this business. Finally, for the third main partnership,
Chemicalnvest with controlling partner CVC, 2016 was the first
full year of operation and the focus was on improving results. In
all these cases we will choose an appropriate moment to exit.
Proceeds will initially be used for de-leveraging our balance sheet
and to support organic growth, while unlocking the potential for
acquisitions over time.

Sustainability, our core value

For DSM, sustainability is our core value and a key responsibility,
as well as an important business driver. We focus on delivering
science-based, sustainable and scalable solutions that address
the challenges of today’s world in our main areas of competence.
Not only do these products and solutions offer higher growth
rates and better margins; our continuous endeavor for
sustainability also makes us focus on reducing operating costs
by decreasing our environmental footprint.

In 2016, over 60% of DSM'’s sales were products offering
measurably better environmental performance and/or societal
benefits than mainstream alternatives in areas such as working
conditions and health. With these Brighter Living Solutions, we
help our customers make their own businesses more
sustainable.

Bright Science. Brighter Living. 2016 9

We have identified three sustainable growth platforms — areas
where our core competences intersect with urgent societal
challenges. These are: nutrition; climate & energy; and circular &
bio-based economy. We will grow these platforms through
partnering, advocacy and engagement, and through our
proprietary solutions, increasing our positive impact and doing
good business at the same time. Africa Improved Foods, the
outcome of a multi-stakeholder approach to support the
government of Rwanda in tackling stunting and stimulating
economic development, is just one example.

Our corporate strategy and our growth platforms are well aligned
with the United Nations' Global Goals for Sustainable
Development. These goals — often referred to as the ‘SDGs’ -
are increasingly moving into implementation mode,
underscoring the need for effective solutions at scale to which
businesses like DSM can make an influential contribution. We
are particularly proud of our strategic partnership with the UN
World Food Programme, which contributes directly to Goal 2
(Zero Hunger). Among others, DSM’s activities also strongly
address Goal 13 (Climate Action). Achieving the SDGs will help
build societal and economic resilience worldwide. You can read
more about how our company supports the SDGs throughout
this Report.

The global economy presented a mixed picture in 2016, with
growth remaining patchy. This was reflected in our businesses,
where conditions in some territories such as in Latin America
were difficult, while in others we grew well — for example, in India,
China, the US and Europe. Social inequalities and economic
imbalances also led to political turbulence in some parts of the
world, which influenced the wider global economy. In the face of
these continuing uncertainties, the SDGs remind us of the
importance of taking a long-term view.

Our social and environmental performance

In 2016, we further improved the social and environmental
performance of our operations. The safety and health of our
workforce is our most immediate concern and | am happy to
report that there was a reduction in the number of recordable
injuries during the year. We remain committed to reducing this
number still further. For more information on safety and health

www.dsm.com



and on these and other incidents, see ‘People in 2016’ on page
39 and ‘What still went wrong in 2016’ on page 122.

Our Employee Engagement Survey showed a clear
improvement versus last year, demonstrating that we are on the
right track. We also continued to strive for a representative
balance across our organization in terms of gender and
nationality, addressing our Inclusion & Diversity beliefs and goals.
We are pleased with the improvement in the number of women
in executive and senior leadership positions in recent years, yet
we realize we must increase this momentum still further. Our
ability to hire, develop, evaluate and manage our talented people
is a fundamental enabler for DSM’s continued success. Last
year, we rolled out a revamped global talent management
approach across the company and further embedded the DSM
leadership model.

We made pleasing progress in 2016 toward our multi-year
targets for reducing our own environmental footprint, including
further improving our greenhouse-gas efficiency and energy
efficiency, as well as taking important steps toward our
renewable electricity targets. DSM is among a growing number
of companies to have implemented an internal carbon price (in
our case of €50/ton CO, equivalents) to help guide investment
decisions toward low fossil-carbon choices. We support carbon
pricing as an instrument to address climate change, and | am
honored to co-chair, together with Minister Ségolene Royal of
France, the Carbon Pricing Leadership Coalition, an initiative
launched by the World Bank, the UN and the International
Monetary Fund.

All of us at DSM take pride when our efforts receive external
recognition. Among numerous other things, we were very
pleased to be named the global industry leader in the Dow Jones
Sustainability World Index in 2016. We were also delighted to be
mentioned in Fortune Magazine’s ‘Change the World List’ of
companies that are “doing well by doing good.” This resonates
well with how we view our purpose as a company.

We continually aim to improve our integrated reporting, and this
Report follows the GRI Standards from the Global Reporting
Initiative as well as the <IR> framework of the International
Integrated Reporting Council. We remain committed to aligning
our strategy and operations with the principles of the UN Global
Compact, as well as contributing to the realization of the UN
Global Goals.

Our thanks to all who contribute

In conclusion, 2016 was a good year for DSM. We are pleased
with our progress and have many reasons to be confident. On
behalf of my colleagues, | would like to extend our thanks to
everyone who has contributed to this success: our employees,
customers, suppliers and other business partners. We are
grateful for the trust of our shareholders and will continue to serve
the interests of all our stakeholders as well as we can. We also
express our gratitude to Stephan Tanda, who has been
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instrumental on DSM’s Managing Board in creating our unique,
broad and global Nutrition business, and has moved on to
become CEO of the AptarGroup, Inc. We wish him well after nine
years of work for DSM. Also many thanks to Ewald Kist, whose
final term as a Member of DSM’s Supervisory Board came to an
end in 2016 after 12 years of service. We highly value his
balanced, long-term thinking.

| would like to finish by once again thanking all who contributed
to this successful year 2016 and the achievements of the DSM
we have built together: we do this all to create brighter lives for
people today and generations to come.

Feike Sijbesma
CEO/Chairman Managing Board Royal DSM
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Nourishing the Base of the Pyramid

The Base of the Pyramid (BoP) comprises
some four billion people who subsist on
USD 2 per day or less. Around 800 million
of these suffer from hunger, and many more
are malnourished. The food basket for these
people often lacks key nutrients due to its
reliance on grains and rice, which provide
mainly carbohydrates and thus essential
calories but not the full range of nutrients
required for good health.

At DSM, we use our products, expertise and partnerships to
help support this group through programs designed to address
malnutrition by means of food fortification, among other things.
The fortification of staples such as wheat flour, maize flour,

oil, margarine and salt has a long history. Rice fortification is
much more technically complex. DSM’s work in this field began
almost two decades ago through a collaboration with Blhler
for the development of coating and hot extrusion technologies.
In 2010, we began working together with WFP on rice
fortification, conducting trials for including fortified rice in school
meals in Egypt. We have since scaled up our involvement with
many other countries and partners.

4 R

A joint project by WFP and the Government of
Bangladesh, supported and funded by the DSM-WFP
partnership and the Dutch Embassy in Dhaka, has
been established with the goal of contributing to the
reduction of micronutrient deficiencies in high-risk
groups. Focusing strongly on women and children in
Bangladesh, the project encouraged the consumption
of nutrient-rich fortified rice.

(

In a study by the National University of Singapore, just
over 80% of interviewed migrant workers reported that the
quality of food provided to them was “poor” and lacking

in the necessary micronutrients (vitamins and minerals).

A collaboration with the NGO BoP Hub to address this
resulted in the founding of the social enterprise 45Rice in
January 2016. 45Rice will supply hospitals, foundations,
low-income communities, and the commercial market
(FairPrice) in Singapore with rice premix and fortified rice
kernels.

J

-~

In 2015, DSM was invited by the Government of
Rwanda to participate alongside other partners in Africa
Improved Foods (AIF) with the challenge to address
micronutrient deficiencies (‘hidden hunger’), support
local economic development, and create a commercially
sustainable business operation in Rwanda. AlF now
employs 260 people who produce fortified cereals and
porridges for pregnant and lactating women, toddlers,
and older children. The maize and soy used are sourced
locally from over 9,000 local farmers, providing a
market and a sustainable source of income for these
smallholdings.

\_

/

e

Over 100 stakeholders were brought together at the
workshop ‘Scaling Up Rice Fortification in Latin America
and the Caribbean’ in August 2016. This workshop was
organized by WFP with funding and support from the
DSM-WEFP partnership. It was designed to share global
and regional evidence and operational experience;
support countries in the process of developing a
country-specific plan for rice fortification; facilitate the
process of consultation and the exchange of experience
between countries in the region; and create a network
for continued learning and knowledge-sharing.

\_
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DSM and the Sustainable Development Goals
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Our HR policies on (minimum) wages and fair
pay. We support smallholdings through Africa
Improved Foods (AIF), help improve agricultural
learning through our partnership with the UN
WEFP and participate in economic development
programs in developing countries. ee

We improve nutrition via initiatives such as
the Nutrition Improvement Program and AlF,
as well as through partnerships such as with
the WFP and SUN. We continue to support
Sight and Life, the nutrition think-tank. eee

Our biomedical, health and nutrition product
portfolio is geared to maintaining, protecting
or regenerating health. The DSM Life Saving
Rules and the DSM Vitality Program support
safety in the workplace and good health for
our employees. eee

We support our employees’ personal and
professional development through our
learning and development programs. We
help improve agricultural learning through
our partnership with the WFP. e

The DSM Inclusion & Diversity Strategy and
aspirations, and our sponsorship of WIN

to foster female leadership. Our CEQO is
signatory to the CEO Statement of Support
for the Women’s Empowerment Principles
and is a board member of Catalyst. ee

We identify and take action on areas of
water scarcity with waste water efficiency
and treatment programs such as at DSM in
Pune (India). o

We enable energy solutions such as advanced
biofuels and materials for solar panels, and
support the quest for clean energy externally
via our Bright Minds Challenge. We are
significantly increasing the use of renewable
sources of energy and are members of RE100.
See also SDG13 (Climate Action). eee

We make a positive contribution to
economic growth in the countries and
markets in which we operate and strive
to decouple growth from resource
consumption. We support smallholdings
through AlF and participate in economic
development programs in developing
countries. ee

Bright Science is the key driver behind our
sustainable, science-based solutions. Our
innovation strategy supports the sustainable
development agenda, with clear focus on
several SDGs. ee
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The DSM Inclusion & Diversity Strategy

and aspirations promote the reduction of
inequalities. Our Brighter Living Solutions
program considers equal opportunities through
People LCAs. Through AlF and economic
development programs in developing countries
we foster inclusive employment in local
communities. ee

We support cross-sector partnerships and
local philanthropic initiatives, such as our
work with Global Health Corps. e

DSM-Niaga enables the manufacture of
100% recyclable carpets. Food waste can
be reduced through solutions such as Pack-
Age®. Advanced biofuels and bio-succinic
acid replace fossil-fuel based alternatives.
Our Brighter Living Solutions program
considers the impact of our products
throughout the value chain. eee

We focus on reducing our own carbon
footprint, enabling the low-carbon economy
through renewable energy solutions and
bio-based chemicals, and advocating climate
action through partnerships such as CPLC
and WEF and other initiatives. See also SDG7
(Affordable and Clean Energy). eee

Trevo nets support sustainable aquaculture.
The Green Ocean partnership has the
potential to transform aguaculture feed
solutions into more sustainable systems and
DSM is a partner of The Ocean Cleanup. ee

Our Brighter Living Solutions program
values the reduction of land use as part of
the LCA assessments. o

Our Anti-Bribery and Corruption policy

and training programs, Human Rights Policy
as well as our grievance mechanism

‘DSM Alert’, support ethical business
conduct and good corporate governance
within DSM. e

We partner with UN agencies, governments,
academia, NGOs and industry peers such

as WEF, WBCSD and SUN as well as many
other global and local partners to accelerate
our contributions to the other 16 SDGs. eee

DSM'’s engagement:

e = Minor ee = Moderate eee = Major
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The 17 Global Goals for
Sustainable Development
were agreed by more than 190
world leaders in September
2015. At DSM, we believe that
companies have a crucial role
to play in creating the impact
needed at scale to achieve
them.

Besides being our core value and a key
responsibility, for many years we have made
sustainability a real business driver for DSM,
developing solutions, building partnerships
and increasing our impact in key areas.

Our Strategy 2018: Driving Profitable
Growth emphasizes the focus we place on
sustainability as our core value. Addressing
the challenges of nutrition & health, climate
& energy and resource scarcity drive our
business and innovation strategies. We
believe that our expertise in health, nutrition
and materials position DSM well to actively
contribute to the SDGs. While all the Goals
are important, our capacity to support their
individual achievermment varies. The overview
to the left provides an initial indication of
where we see intersections between the
SDGs and our company and business
strategy. There are five SDGs on which we
believe our company and its businesses can
be most influential, and we expand on these
on the right.

In order to achieve impact at scale and
accelerate progress, DSM collaborates

with multiple partners and stakeholders,

in line with SDG 17 (Partnering for the
Goals), including United Nations agencies,
governments, academia, NGOs and peers.
This enables us to address issues, develop
alliances, create new metrics and foster

new markets for sustainable solutions. Our
partnerships range from the UN Global
Compact, World Economic Forum (WEF), UN
World Food Programme (WFP), UNICEF, the
Carbon Pricing Leadership Coalition (CPLC),
World Vision and Accounting4Sustainability
(A4S) to the Dutch consulate in China,

World Business Council for Sustainable
Development (WBCSD), Scaling Up Nutrition
(SUN) and our collaborations on Together for
Sustainability (TfS) and Windpark Krammer.
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SDG 2: End hunger, achieve food security and
improved nutrition and promote sustainable agriculture

DSM works to improve nutrition via initiatives such

as the Nutrition Improvement Program and Africa
Improved Foods, providing fortified food solutions and
micronutrient products, as well as through partnerships
such as with WFP. We support the Base of the Pyramid
with fortified food solutions and programs and provide
micronutrients through products such as MixMe
sachets. We continue to support the now independent
nutrition think-tank, Sight and Life.

GOOD HEALTH
AND WELL-BEING

s

N

SDG 3: Ensure healthy lives and promote
well-being for all at all ages

DSM'’s health, nutrition, biomedical and high-performance
materials portfolios are geared to maintaining, protecting
or regenerating health in all age groups (for example,

by reducing salt and sugar levels in processed foods,

or by reducing emissions associated with chemical
manufacturing processes). Our First 1,000 Days Program
supports mother and child health. We employ the DSM
Life Saving Rules to protect our employees from harm
and the DSM Vitality Program to promote awareness

of good health and healthy living options among our
employees.
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CLIMATE
ACTION

SDG 7: Ensure access to affordable, reliable,
sustainable and modern energy for all

SDG 13: Take urgent action to combat climate change
and its impacts

In partnership with RE100, we are increasing the use
of renewables in our energy mix, reducing our carbon
footprint. DSM enables solar and bio-based energy
solutions and supports the move toward a low-carbon
economy through solutions such as POET-DSM
advanced biofuels and high-performance materials for
solar panels. Our Bright Minds Challenge is identifying
innovative solutions and new materials that will fast-
track the movement toward 100% renewable energy.
We advocate responsible action on climate change in
combination with our stakeholders.

i
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RESPONSIBLE
CONSUMPTION
AND PRODUCTION
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N

SDG 12: Ensure sustainable consumption and production patterns

DSM contributes to a bio-based, circular and low-
carbon economy with products such as Akulon® oil
pans and Arnite® car lighting. DSM-Niaga enables the
manufacture of carpets that can be recycled, again
and again. Food waste is reduced through DSM food
solutions such as Pack-Age®. Bio-based chemicals
such as bio-succinic acid replace fossil-fuel based
alternatives in applications from packaging to footwear.
Through our Brighter Living Solutions program we
consider the impact of our products throughout the
value chain.
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Report by the Managing Board

Strategy 2018: Driving Profitable Growth

Over recent years, DSM has been transformed into a truly global
company that provides innovative, sustainable solutions in
health, nutrition and materials. DSM’s Strategy 2018: Driving
Profitable Growth focuses on capturing the potential of the
business portfolio that has been created and translating this into
improved financial results. In the period 2016-2018, we aim to
step up our financial performance while pursuing our ambitions
in the area of sustainability and expanding our positive impact
on the world around us.

People, economies and markets worldwide are being affected
by a number of fundamental societal trends. These megatrends
—predominantly driven by demographic changes as populations
grow (including a shift to the faster-growing countries in Asia and
Africa) and people become older, more urbanized, wealthier and
more connected — are exerting increased pressure on resources
and the food chain. In addition they are engendering new
patterns of consumption and impacting the environment.
Moreover, there is increased attention to health and well-being.
These trends present clear challenges, but also offer
opportunities for DSM to profitably grow its businesses by
supporting customers in developing science-based, sustainable
solutions to meet current and future needs.

DSM's strategy and solutions offering addresses three crucial
megatrends.

Global shifts and digital transformation

The accelerating growth of the global population, accompanied
by ever more rapid technological advances and the increasing
wealth of the emerging economies, is creating a world that is
city-oriented, technology-literate, and globally connected. It is
also imposing unprecedented demands on the earth’s
resources and triggering significant societal and cultural changes
worldwide. Diets are changing and global spending on housing,
transport, lifestyle and energy is on the increase. New
technology, hyper-connectivity and big data are impacting
individuals, communities, businesses and economies in
unprecedented ways, bringing both opportunities and
challenges.

Climate and energy

Scientific consensus on the link between human activity and
climate change is clear, and the full and speedy implementation
of the Paris Treaty (COP21) agreements is paramount. In the
words of the Marrakech Action Proclamation for Our Climate and
Sustainable Development, made at the COP22 UN Climate
Change Conference in November 2016, “Our climate is warming
at an alarming speed and we have an urgent duty to respond...
Our task now is to rapidly build on that momentum, together,
moving forward purposefully to reduce greenhouse-gas
emissions and to foster adaptation efforts, thereby benefiting
and supporting the 2030 Agenda for Sustainable Development
and its SDGs.” This understanding is speeding up the imperative
transition to the (bio-)renewable age and the low fossil-carbon
economy.

The DSM Managing Board (from left to right): Stephan Tanda, Dimitri de Vreeze, Feike Sijoesma (CEO/Chairman) and Geraldine Matchett (CFO)
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Health and wellness

Advances in medicine, improvements in healthcare, and growing
awareness of the importance of good nutrition have created
favorable conditions for billions of people to achieve their full
potential during the course of long and active lives. Yet these
advances are accompanied by massive societal challenges: the
growth of diet-related non-communicable diseases in both the
developing and the developed world; the aging of the
populations of Japan, Europe and North America, for example;
and the increasing demand for — sustainable — animal protein in
the emerging economies. At the same time, two billion people
on the planet suffer from micronutrient and protein deficiencies,

Strategy 2018: Driving Profitable Growth

Two headline
financial targets

Clear actions identified to

High single-digit percentage
annual Adjusted EBITDA
growth

Businesses aim to outpace
market growth in all segments

achieve targets

Additional items
underpinning strategy

Stepping up sustainability
aspirations

Taking into account these megatrends, and combined with
disciplined focus on performance, we have established a three-
year strategic plan with two headline financial targets: high
single-digit percentage annual Adjusted EBITDA growth and
high double-digit basis point annual ROCE growth. We have
defined clear actions for DSM to achieve these targets, including
outpacing market growth in our businesses, the rigorous
execution of cost reduction and efficiency improvement
programs which will deliver €250-300 million in savings versus
the 2014 baseline, and improvements in our capital efficiency. In
support of our growth targets, we are adjusting DSM’s global
organizational and operating model to create a more agile,
commercially focused and cost-efficient company.

We do not expect to engage in large acquisitions in the near
future and intend to further monetize DSM’s main joint venture
partnerships in the coming years.

Besides improving the financial outcomes, we are also stepping
up our sustainability aspirations with Strategy 2018, both in our
own operations and in the positive impact we want to have on
the world around us. DSM’s competences and business plans
have a strong link with the Sustainable Development Goals.
While our activities align with many of the SDGs, our businesses
can particularly contribute to SDGs 2, 3, 7, 12 and 13. We have
identified key sustainability focus areas in which we foster the
development of sustainable markets where our products, value
chains, networks and partnerships can have a beneficial impact
at scale. More information is given in ‘DSM and the Sustainable
Development Goals’ on page 12 and throughout this Report.

Bright Science. Brighter Living. 2016
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and the cycle of deprivation continues from generation to
generation.

We provide our customers with the innovations and sustainable,
science-based solutions they need to meet the demands arising
from these megatrends. Orientating DSM’s strategy and
businesses around these three megatrends not only provides us
with the global scope to pursue attractive commercial
opportunities across the full range of our abilities. It also ensures
that our efforts target some of the biggest challenges confronting
society today.

High double-digit basis point
annual ROCE growth

€ 250-300m cost reduction and
efficiency improvement
programs

Consistent improvements in
capital efficiency

Extract value from Pharma &
Bulk Chemicals joint ventures

Global organizational and
operational adjustments

Our ability to hire, develop, evaluate and manage our talented
people is a fundamental strategic enabler for DSM’s continued
success, and we direct this through our People Strategy 2018.

“Our Strategy 2018 aims to unlock the tremendous
potential that DSM’s business portfolio offers, out-
pacing growth in our markets through innovative
solutions addressing important global issues,
capturing the benefits of organizational optimization
and helping our employees fully develop their skills
and talents.”

Philip Eykerman, DSM Executive Committee

www.dsm.com



While driving profitable growth throughout the company via the
execution of our Strategy 2018, we continually monitor, assess
and strive to respond appropriately to societal, macro-economic
and segment-specific developments as they occur. Our
approach to managing both opportunities and risks in DSM’s
businesses is embedded in our operating and governance
model and risk management approach. For more information
see 'Corporate governance' on page 93 and ‘Risk
management’ on page 102.

A full description of Strategy 2018: Driving Profitable Growth can
be found on the company website: www.dsm.com.

Progress in 2016

Having designed DSM’s strategy update in 2015, the year 2016
has been about implementing Strategy 2018 in our organization
and in our markets.

Financial results

DSM delivered very strong financial results in 2016, with net sales
of €7,920 million, up 3% on 2015 (€ 7,722 million). Group
organic sales growth came to 4% on the back of strong volumes
in both Nutrition and Materials. Adjusted EBITDA from continuing
operations grew by 17% to € 1,262 million, clearly ahead of the
high single-digit growth we are currently targeting.

DSM’s overall Adjusted EBITDA margin (Adjusted operating
profit before depreciation and amortization as a percentage of
net sales) was 15.9% (2015: 13.9%). In 2016, Return On Capital
Employed (ROCE) was up 280 basis points to 10.4% from 7.6%
in 2015, also well ahead of our targeted improvement.

The Nutrition cluster had a strong year with 5% organic growth
and Adjusted EBITDA up 13% versus 2015. All businesses
contributed well to this growth. Adjusted EBITDA also benefited
from the efficiency and cost saving programs. The Adjusted
EBITDA margin was 18.0% (2015: 16.6%), already achieving the
aspired range of 18-20% for 2018.

Animal Nutrition & Health had a very good year, with 8% organic
growth, driven by strong volume growth in all regions with the
exception of Latin America, due to the weak economic
conditions in that region. Prices were up in a number of vitamins
and premixes. Human Nutrition & Health delivered a significant
step-up in organic growth versus recent years at 4% in 2016.
This underlines the successful implementation of the strategy to
drive above-market growth through new market initiatives and
innovation. One of the highlights of the year was the continued
rapid pace of growth for the i-Health range of dietary
supplements. The range has proved its popularity in the US and
is now also available in a number of other countries.

Our Materials businesses delivered a strong financial
performance in 2016, reflecting the success of our differentiated
approach of focusing on higher-growth specialty businesses in
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the Materials portfolio. Volumes grew 4% in the year. Prices were
generally down across the Materials sector, including for DSM,
as a result of the prevalent low input cost environment created
by low oil prices. Adjusted EBITDA was up 13%, driven by strong
volume growth in higher margin specialties, the benefits of the
efficiency- and cost-saving programs that have been carried out
in the cluster, and the support from low input costs. Margins in
Materials came in at 17.3% for the year versus 15.2% in 2015.
Even when normalized for the approximately one percentage-
point of support resulting from the low input-cost environment,
this is a significant step-up in profitability, and clearly well above
the levels of just a couple of years ago and ahead of the mid-
term aspiration of 15%.

Financial targets 2016-2018 Realization 2016

High single-digit percentage annual

Adjusted EBITDA growth 17%
High double-digit bps annual ROCE
growth 280 bps

Sustainability aspirations 2020 Realization 2016

Dow Jones Sustainability World Index
Top ranking (RobecoSAM Gold Class)
Brighter Living Solutions

Industry leader

65% ECO+/People+ (running business) 63%
GHG Efficiency Improvement

40-45% (2008-2025) 23%
Employee Engagement Index

Toward 75% favorable 71%
Safety

0.25 Frequency Index of Recordable Injuries 0.33
Diversity

25% Female executives 15%
60% Executives from under-represented

nationalities 53%

From a regional perspective, in North America, economic growth
remained steady, with record low unemployment. North America
is the only region where all DSM’s business groups and
Emerging Business Areas (EBAs) have operations and sales
grew by 10%. The pace of growth in the EMEA region remains
patchy, with some countries and markets developing more
strongly than others, influenced also by political events. Regional
sales grew by 3%, with good performance in food & beverage
and automotive alongside more robust conditions in building and
construction.

Sales in emerging economies amounted to 44% of total sales in
20186, in line with 2015. This gives DSM a well-balanced global
footprint, putting us in a position to capture opportunities arising
from the megatrends in economies such as China, India, Brazil
and Russia as well as in the more mature economies of the West.

www.dsm.com
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In China, the economy is rebalancing toward the ‘New Normal’,
whereby domestic consumption has become the most powerful
driver of economic growth. Of relevance to DSM, 2016 saw high
growth in automotive, and the food industry continued to
develop well, while construction-related industries remained
volatile. Environmental regulations have sharpened significantly
in recent years, leading many segments to seek more
sustainable substitutes for traditional materials. Sales in China
grew by 6%. In India, GDP growth continued apace and DSM's
sales showed a 16% development, supported by an increased
awareness of the importance of healthy, balanced diets, and
new standards that came into force for the fortification of staple
foods. Sales in Latin America declined by 6%. Economic
instability, especially in Venezuela and Brazil, and to a lesser
extent in Argentina, continued to affect DSM’s businesses in the
region. At the same time, there is a growing willingness to
address obesity and malnutrition by some governments in this
region. The economy in Russia showed initial signs of
improvement in 2016. A strong localization drive benefited
agriculture in particular, which has been positive for DSM’s
animal nutrition business. Overall, sales in Eastern Europe were
up 6%.

DSM’s innovation strategy aims at developing the best, most
sustainable and commercially viable solutions to continue to
meet current and future market needs and to support DSM’s
further profitable growth. Innovative and improved products and
solutions typically have above-average margins, contributing
directly to Adjusted EBITDA growth as well as top-line growth.
Innovation sales, defined as sales from products and solutions
introduced in the last five years, made up 22% of total sales in
2016 (2015: 24%), in line with our aspiration to maintain a level
of around 20% going forward for DSM as a whole. We see this
as a healthy proportion in view of the overall balance of our
product portfolio and product life cycles. R&D is crucial to the
realization of DSM’s innovation strategy, and most of the
expenditure in this area is directed toward business-focused
programs. The overall spend on R&D came to €426 million in
2016, or 5.4% of sales.

Our three EBAs — DSM Biomedical, DSM Bio-based Products &
Services and DSM Advanced Solar — continued to progress
during the year. We saw solid volume growth in our Biomedical
activities: worldwide, a medical device containing DSM’s
specialty biomedical materials is now being implanted into
someone’s body on average once every nine seconds. In Bio-
based Products & Services, we have made strides together with
our partner POET to bring the cellulosic bio-ethanol plant in the
US toward full capacity. Furthermore, we are leveraging the
expertise and the products we have built up to create new
business in making the production of all generations of biofuels
more efficient and sustainable. Our Advanced Solar business for
solar energy materials again performed well in 2016, outpacing
market growth. We also added an innovative new backsheet
technology to our portfolio in this segment. Taken together, the
EBAs delivered € 16 million in Adjusted EBITDA. DSM'’s

Bright Science. Brighter Living. 2016 17

Innovation Center reached Adjusted EBITDA break-even overall
in 2016 as planned.

For detailed information on DSM'’s financial results in 2016, see
‘Profit in 2016’ on page 56. For more information on innovation
and R&D, see ‘Innovation Center’ on page 82.

Cost reduction and improvement programs

DSM has instigated extensive cost-reduction and improvement
programs which will deliver € 250-300 million savings versus the
2014 baseline. In 2016, all these well-identified programs
progressed as planned and the programs are on track to deliver
the targeted benefits.

Timing of cumulative costs savings*
(x € million)

H Realized
Il Forecast

400
300

200
~110

2016

100

~25
.

2015 2017 2018

* Versus 2014 baseline

Sustainability results

Sustainability is our core value. As such, we have expended
much time and effort over the years in embedding sustainability
across our business activities, both in recognition of our
responsibility to reduce DSM’s environmental footprint and in
developing sustainability into a strategic and successful business
growth driver. We harness our strong science competences to
create and deliver higher-margin, profitable products and
solutions that have a positive impact on our value chains and
help address global challenges. In 2016, our Brighter Living
Solutions comprised 63% of total sales. For more information on
what makes our solutions different, see 'Brighter Living
Solutions' on page 22.

We are proud that DSM was named the global leader in our
industry group in the Dow Jones Sustainability World Index in
2016. This top ranking means that in 2017 DSM will continue to
have RobecoSAM Gold Class status.

We have set targets to drive sustainable operations at DSM
relating to greenhouse-gas and energy efficiency, employee
engagement, safety and diversity. These headline targets with a
longer-term horizon are supported by a wide range of measures.
In 2016, we made good progress in reducing our operational
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environmental performance, improving both our greenhouse-
gas and energy efficiency in the year toward the targets we have
set. This included taking a significant step in the amount of
electricity we purchased from renewable sources. To read about
our aims and performance in detail, see ‘People in 2016’ on page
39 and ‘Planet in 2016’ on page 49.

We have defined three key focus areas in sustainability for DSM
based on global societal trends that are affecting people,
economies and markets. These are nutrition, climate & energy,
and circular & bio-based economy.

- In nutrition, DSM has unique expertise in developing products
to positively impact global nutrition, health and development
in support of SDG 2 (Zero Hunger), which aims to end all forms
of malnutrition by 2030. We work together with cross-sector
partners to help make good nutrition aspirational, affordable
and available to all. Our strategic partnership with the UN
World Food Programme reached over 28 million beneficiaries
in 2016. For more information, see 'Nourishing the Base of the
Pyramid' on page 11 and 'Cross-sector nutrition partnerships'
and 'Review of business — Nutrition' from page 36 and page
64 onwards respectively.

- Effectively tackling climate change is a responsibility and also
a business opportunity. We focus on reducing DSM’s own
carbon footprint, enabling the low fossil-carbon economy with
products and solutions and advocating climate action. In April

2016, our CEQ Feike Sijoesma was named Co-Chair of the
Carbon Pricing Leadership Coalition, which was launched by
the World Bank and the International Monetary Fund in 2015.
DSM also agreed to participate in a unique partnership for
renewable energy from Windpark Krammer in the
Netherlands. See ‘Planet in 2016’ on page 49.

- We are committed to securing the future availability of natural
resources, and to unlocking more value from the limited
resources that are available. At the end of 2016, the DSM-
Niaga joint venture announced its readiness for commercial-
scale production of 100%-recyclable carpets. For more
information, see 'Review of business — Materials' from page
74 onwards.

We look to foster the development of sustainable markets in
these areas where our products, value chains, networks and
partnerships can have a beneficial impact at scale.

Organization & culture

The DSM Employee Engagement Index expresses how our
employees rate DSM in terms of commitment, pride, advocacy
and satisfaction. The survey held in 2016 resulted in an
engagement index of 71% (2015: 69%), just ahead of the global
standard of 70%. This is a good result, especially in light of our
ongoing transformation to a new organizational and operating
model. Our aim is for this outcome to move toward 75%
favorable by 2020.

The members of the Executive Committee are the Managing Board members Feike Sijoesma (CEO/Chairman), Geraldine Matchett (CFO), Stephan Tanda (Nutrition)
and Dimitri de Vreeze (Materials), as well as Chris Goppelsroeder (Nutritional Products), Philip Eykerman (Strategy and M&A), Peter Vrijsen (People & Organization) and
Rob van Leen (R&D and Innovation)
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We are well on track with the adjustments to our global
organizational and operating model to support DSM’s growth
and create a more agile, commercially-focused and cost-
efficient business. We strengthened DSM’s management
structure in 2015 by establishing an Executive Committee, which
has enabled faster alignment and operational execution by
increasing focus on the development of the business, innovation
and people. The Executive Committee’s efforts are primarily
aimed at defining the overall strategy and direction; reviewing
business results and functional and regional strategies; budget-
setting; and people and organization.

Programs in our new target operating model to globally leverage
cross-company support functions in areas such as HR, Indirect
Sourcing, Communications, Finance, Legal and ICT are well
underway. In support of this transformation, we continued to
anchor and embed our new way of working and ONE DSM
culture, driving changes in mindset and behaviors. The changes
implemented are aimed at establishing DSM as a results-driven,
high-performance organization.

We further embedded the DSM Leadership Model in our key
processes of hiring, developing, evaluating and managing talent
across the organization and for building high-performing teams.
We also rolled out a new talent management approach across
the company in 2016. We will continue to invest in our talent
pipeline to ensure that we can sustainably address the future
challenges and demands placed on us.

For more information about our organization and employees, see
‘People in 2016’ on page 39.
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Extracting value from our partnerships

DSM has established joint venture partnerships for its former
pharma activities (DSM Sinochem Pharmaceuticals and
Patheon) and for the remaining bulk chemical businesses
(Chemicalnvest). These partnerships have been created with a
view to ultimately exiting and monetizing these businesses, and
we expect to extract significant value from them in the coming
years.

We took a first step in 2016 with the sale of 4.8 million ordinary
shares in Patheon N.V. in connection with the IPO of Patheon
N.V. in July, resulting in a gain of €232 million. Following this
transaction, DSM now holds approximately 48.7 million ordinary
shares, or approximately 34% of Patheon N.V. For more
information, see ‘Partnerships’ on page 88.

Building for earnings growth beyond 2018

DSM has set itself strategic targets for the period to 2018. This
shorter three-year period is intended to channel the
organization’s focus and forcefully drive achievement of the
step-up in financial performance at which the company aims,
creating more value from the promising portfolio we have built
over recent years. At the same time, we are also preparing for
further longer-term growth; DSM's business cycles are typically
longer than the three-year period to 2018. The company has a
range of key business and innovation projects across the
clusters that will drive earnings growth beyond 2018 and we will
continue to develop more initiatives in light of market dynamics.
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How DSM creates value for its stakeholders

Capital inputs

DSM’s business

Value outcomes

e Employees
e Training & development

e Stakeholder engagement &
Public-Private Partnerships
e Philanthropy & sponsoring

m

® Raw materials
(including renewables)

e Energy (including renewables)

* \Water

‘

e Shareholder equity
® Borrowings

e Partnerships & open innovation
e Purchased goods & services
e Manufacturing asset base

Human capital

DSM employs skilled and

talented people from
diverse backgrounds.
DSM strives to provide
employees with a safe
and inspiring workplace

as well as with the tools
and training they need to
be effective and to
develop their abilities.
DSM rewards employees
with competitive benefit
packages.
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Societal &
relationship capital

DSM engages with
various stakeholders to
ensure close alignment
between the company’s
aims and societal needs.
DSM generates value for
stakeholders outside its
direct value chains of
employees, suppliers,
customers and end-users;
these include employees’
families, governments,
local communities and
civil society.

Mission

Organizational
and

Operating model

Strategy

Natural capital

DSM recognizes that the

world is an interconnected
system of resources.

For DSM this represents
a responsibility and a
business opportunity.
DSM aims to reduce the
environmental impact of
its supply chain,
operations and products
and services, while
developing innovative
solutions that deliver
sustainability benefits to
customers and beyond.

20

e Safety & health

e Brighter Living Solutions
¢ Engaged workforce

o Skills & employability

e Employee benefits

e Improved nutrition

® Reduced environmental footprint

e Brighter Living Solutions

e Enabling transition to (bio-)
renewable & circular economy

e Safer ingredients & materials

e Financial performance
(Adjusted EBITDA & ROCE growth)
e Dividend
e Contribution to business success
for customers & suppliers
e Contribution to civil society via tax
e Patents & royalties

Financial capital

Providers of capital —
shareholders and
bondholders, banks and
the financial markets —
supply funds that DSM
uses in its business to
create value, driving
growth and delivering
sustainable returns.
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Impact SDGs

ZERD
HUNGER

e Better fed & healthier individuals and
communities

* More prosperous and resilient
employees for the company and in its

value chain GOOD HEALTH

AND WELL-BEING

s

¢ More sustainable use of resources, for
the company and in its value chain

e Products that contribute to safer,
healthier working & living environments

1 RESPONSIBLE
GONSUMPTION
AND PRODUCTION

13 onov

4

¢ Driving Profitable Growth through
science-based sustainable solutions

e Sustainable returns to investors
¢ Positive contribution to economic

growth in the countries & markets in
which DSM operates

Intellectual capital Manufactured capital

DSM manufactures and
distributes high-quality
products and services
safely, efficiently and
responsibly and strives to
develop valuable,
collaborative and
long-term relationships
with customers and
suppliers. DSM pursues
open innovation, connect-
ing and collaborating with
partners and investing in
start-ups.

DSM has unique
competences in life
sciences and materials
sciences and connects
these to deliver innovative
solutions that nourish,

protect and improve
performance.
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DSM’s strategy is aimed at driving profitable growth through
science-based, sustainable solutions based on the defining
megatrends of our time. By using its unique competences in
health, nutrition and materials, DSM is fostering economic
prosperity, environmental progress and social advances to
create value for all stakeholders simultaneously.

The diagram on the left is based on the International Integrated
Reporting Council’s Integrated Reporting <IR> framework and
gives a schematic overview of the value DSM creates over time
based on six capitals. These are: human capital; societal &
relationship capital; natural capital; financial capital; intellectual
capital; and manufactured capital. Descriptions of how these
capitals apply to DSM are given below left.

DSM employs these capital inputs in its business in the execution
of its strategy and in the fulfilment of its mission to create brighter
lives for people today and for generations to come. The
company’s organizational and operating model is made up of
market-facing business groups focused on the primary business
functions (Innovation and R&D, Direct Sourcing, Manufacturing
& Operations and Marketing & Sales), global support and
functional excellence departments, and regional organizations.
It uses these to minimize and mitigate risks and to take
advantage of the opportunities the megatrends provide, thereby
transforming the capital inputs into value outcomes aimed at
having the most beneficial impact possible.

There is a strong link between DSM’s competences and
business plans and the Sustainable Development Goals. While
our activities align with many of the Goals, we can particularly
contribute to SDGs 2, 3, 7, 12 and 13. For more information, see
‘DSM and the Sustainable Development Goals' on page 12.

Since 2002, DSM has established a track record in Triple P
reporting, disclosing its performance in terms of People, Planet
and Profit. For the purposes of comparability, the six capitals as
defined in the <IR> framework continue to be clustered under
People (comprising the human and societal & relationship
capitals), Planet (natural capital) and Profit (financial, intellectual
and manufactured capitals).

Specific performance indicators relating to the capitals are
provided throughout this Report.
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Brighter Living Solutions

In 2016, DSM launched the ‘Brighter Living Solutions’ program in order to steer products
and innovations that are better for people and the planet. The program combines DSM'’s
ECO+ and People+ programs to drive focused growth and develop sustainability into a
strategic and successful growth driver. Brighter Living Solutions create shared value for
DSM'’s stakeholders and differentiate DSM through their positive impact on society and the

environment.

The impact of Brighter Living Solutions can be created at any stage of the product life cycle, from raw materials through the
manufacturing process to potential re-use and end-of-life disposal. DSM uses comparative Life Cycle Assessments (LCAs) and/
or expert opinions to determine whether a product can be identified as a Brighter Living Solution. Within the program, DSM also
conducts a yearly ‘Product Category Sustainability Review’ for all our products. This review identifies environmental and social
impact differentiators for each of our product categories and confirms minimum compliance levels.

With ECO+ DSM strives to drive innovations and products
with a better impact on the planet. Products qualify as ECO+
when their environmental impact is lower than* the main
competing solutions in the market as shown with comparative
and standardized Environmental LCAs and/or expert opinions.
ECO+ solutions provide impact along at least one of five value
drivers of environmental sustainability: resource and land use,
water and energy consumption and emissions.

People+ provides guidance to develop solutions that
measurably improve the lives of consumers, employees
and/or communities across value chains compared to the
main competing solutions, as demonstrated by means of
comparative DSM People LCAs and/or expert opinions.
Examples of People+ drivers that improve people’s lives are
health condition, comfort & well-being, working conditions and
community development.
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* For a small percentage of total Brighter Living Solutions (<3% out of 63%), the environmental impact is considered ‘best in class’ together with other solutions.

Bright Science. Brighter Living. 2016

www.dsm.com




4 \

Maxarome® is a food ingredient used in soups and
sauces. It is a salt replacement ingredient that maintains
great flavor in food. Reducing salt intake is one of the
easiest ways to reduce high blood pressure and risks for
stroke and cardiovascular diseases.

-~

Uralac® Ultra technology provides coating solutions for
furniture that gets heavy-duty use. Think about kitchen
and bathroom cabinets, office and children’s furniture
exposed to moisture and daily wear. Uralac® technology
uses less water and energy throughout the life cycle than
comparable alternatives, which makes it the preferred
solution from an environmental viewpoint.

< 11T

One of the applications of high-performance Dyneema®
fibers are ropes for mooring and towing tankers and other
ships. This includes cruise ships and very large cargo
vessels. The strength and durability of the Dyneema®

fiber enables ropes that are up to 30% lighter compared
to polyester, resulting in reduced emissions and making
them easier to handle than traditional alternatives made of
steel wire.

Pack-Age® is a moisture-permeable membrane that
allows cheese to ripen naturally. It replaces conventional
cheese ripening methods such as coatings without any
need for additional preservatives. It also prevents cheese
losses during the ripening time and processing of cheese.
More cheese can be ripened and further processed than
with alternative solutions.

Bright Science. Brighter Living. 2016
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Stakeholder engagement

Engaging in strategic and proactive dialogue with our key
stakeholders helps deepen our insights into the drivers of our
business and the needs of society worldwide, and thus to be
ahead of the competition in adapting to changing demands.

We value engaging with our stakeholders — customers,
suppliers, investors, employees, companies, governments,
academia and civil society — and reach out to them in order to
maintain open discussions on topics relevant to our business
activities and our role in society, and to align our strategy with
their views. These groups have been identified based on their
influence on DSM’s operations, as well as our effect on them.
The outcomes from the various stakeholder dialogues inform
many aspects of our strategy, such as risk management, the
identification and pursuit of business opportunities, and the
overall guidance of DSM’s strategic objectives and ambitions.
Continuous dialogue with our stakeholders is pursued through
a variety of channels. A non-exhaustive overview of our
engagements with stakeholder groups is provided under
‘Stakeholders’ on page 29 below.

Materiality

For DSM, materiality is about identifying the People, Planet and
Profit topics that are most relevant to our stakeholders, and
plotting these against the impact they have on our business.
Business impact includes social, environmental, financial and
reputational impact.

Materiality matrix

Society Business enablers

0 Health & wellness

Malnutrition &
nutrition security

o Emerging economies

@ Open innovation
Q Careers & employment
@ Advocacy & reputation

o Geopolitical tensions @ Trade barriers

& inequalities
@ Digital transformation

Societal interest —

Governance

Environment

Climate change & Responsible business

renewable energy practices
Resource scarcity/ @ Transparency &
Circular & bio-based reporting

eeonomy Q Product & food safety
Water security

Sustainable food @ Texation

systems

y @ Bioethics
Biodiversity
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While material topics do not change substantially year-on-year,
we consider it important to understand the views of both our
internal and external stakeholders so as to verify whether we
need to change our position on various issues. We announced
our strategy update at the end of 2015, which was based on
engagement with internal and external stakeholders. Our priority
in 2016 was therefore to ensure that our materiality matrix was
aligned with DSM’s Strategy 2018. The material topics from
2015 were challenged using a media and peer analysis process
to capture emerging trends and headlines and to assess their
alignment with DSM’s strategy and our Issues Management list.
This procedure was supplemented by interviews with the
Executive Committee aimed at identifying emerging trends, new
topics, and changes in the relevance or priority of existing topics.
The materiality matrix and the Corporate Risk Assessment were
compared to confirm that all relevant subjects were covered from
a materiality and/or risk perspective. The results of this exercise
were validated by the Sustainability Leadership Team — a group
of senior managers responsible for championing sustainability at
DSM - and ultimately signed off by the Managing Board.

Changes in 2016

Two new topics for scrutiny were identified by this process in
2016: Digital transformation, and Geopoalitical tensions &
inequalities. The thematic areas Sustainable & Circular value
chains, Bio-based economy and Sharing economy have been
combined into a new category, Resource scarcity/Circular & bio-
based economy.

%

Business impact —
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Transparency has been renamed Transparency & reporting, Tax
has been renamed Taxation, and Sustainable animal proteins
has been renamed Sustainable food systems so as to include
the climate impact of agriculture and sustainable alternative
protein sources. Malnutrition & nutrition security now also
encompasses overweight/obesity resulting from unhealthy diets.

Three of the four categories have been adjusted, with Societal
shifts renamed Society, Eco Limits renamed Environment, and
Trust & Accountability renamed Governance. Business enablers
remains unchanged. Product & food safety has been moved to
Governance. All topics are reported on, and our management
approach explained, on the following pages.

Society

Health & wellness

The world’s population is simultaneously growing and aging. We
contribute to individual health & well-being, the prevention
and/or reduction of diseases, and the enhancement of the
quality of life through the offerings of our Nutrition, Materials and
Biomedical businesses. We respond to discussions about
healthy diets (including associated health risks and claims) and
to the shift in consumer preferences (such as organic) through
the management of our nutrition, food and personal care
ingredients portfolio. We also see that a growing consumer
preference for less processed products could pose a risk to our
business. This topic aligns with SDG 3 (Good Health).

Management approach. Our Nutrition strategy targets trends in
health & well-being and shifts in consumer diets, including
reduced salt and sugar, and ‘free from’. Within our Biomedical
Emerging Business Area (EBA), we partner with the medical
industry to address health, disease and quality of life. In
Materials, we focus on the elimination of hazardous substances
in our value chains, contributing to improved human health.
Within our own operations, we recognize our employees’ need
for a safe and healthy working environment. See 'Strategy 2018"
on page 14, ‘People in 2016’ on page 39 and ‘Review of
business in 2016’ on page 62.

Malnutrition & nutrition security

The cost of malnutrition — in both human and economic terms —
is vast. For DSM, malnutrition includes undernutrition resulting
from the insufficient intake of micronutrients (vitamins and
minerals) and overweight/obesity resulting from unhealthy diets.
Nutrition security means access to food that is both calorifically
and nutritionally sufficient to foster health & well-being. We have
been developing and piloting affordable, nutritious food solutions
together with the UN World Food Programme (WFP) and other
partners for over ten years. We are now in the position to scale
up some of these approaches through new business ventures.
We are also growing our portfolio of ‘substitute’ food ingredients
to address unhealthy diets (for example, yeast extracts as a
replacement for salt and developing fermentative stevia as a
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replacement for sugar). This topic aligns with SDG 2 (Zero
Hunger).

Management approach. Cross-sector partnerships with UN
agencies, governments and NGOs co-create food solutions in
the developing world. The strategy and products of DSM
Nutritional Products and DSM Food Specialties provide nutrition
and food solutions in emerging markets as well as the developed
world. See 'Cross-sector nutrition partnerships' on page 36,
‘Nourishing the Base of the Pyramid' on page 11 and 'Review of
business — Nutrition' from page 64 onwards.

Emerging economies

The emerging economies, which continue to grow in influence,
represent 80% of the global population and are seeing profound
economic transformations that are leading to an unprecedented
rise in urbanization. We see opportunities to improve lives in
emerging markets through our Brighter Living Solutions as well
as through our operations and supply chains. We aim to have a
positive social impact on local communities through our respect
for human rights, our insistence on fair working conditions and
our inclusive approach to business.

Management approach. DSM manages its regional approach
and performance through its Strategy 2018: Driving Profitable
Growth. Our operational and organizational model addresses
regional dynamics. Through our Human Rights Policy and
Supplier Sustainability Program, we strive to ensure that our
value chain is sustainable. See 'Supplier Sustainability Program’
in this chapter and 'Human Rights' on page 47.

Geopolitical tensions & inequalities

Unchecked tensions and inequalities could jeopardize
economies, societies and communities, undermining efforts to
achieve the SDGs. We monitor these macro risks, including
trade and regulatory uncertainty, terrorism, political violence, and
the threat of global recession, as they are relevant to our efforts
at both short- and long-term value creation. This topic warrants
inclusion due to its potential impact should tensions and
inequalities heighten. The year 2016 was characterized by
political uncertainty; any impact on global markets from
developments such as Brexit will only become apparent in time.

Management approach. We address the potential impact of this
topic through stakeholder engagement activities (such as the
World Economic Forum (WEF), the UN Global Compact (UNGC)
and the Dutch Sustainable Growth Coalition). Corporate Risk
Management also monitors developments in this area. See ‘Risk
management’ on page 102.

Environment
Climate change & renewable energy

Recent international agreements highlight the global urgency of
this topic. The ‘COP21 agreement’ to limit the impact of climate
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change to less than 2°C on average is legally binding and has
been agreed by over 190 nations.

Observable changes such as the loss of seaice, the accelerating
rise in sea levels, and longer and more intense heat waves are
already making themselves felt. We see tackling climate change
as both a responsibility and a business opportunity. We are
focusing on reducing our own carbon footprint through initiatives
including increasing our use of renewable energy; enabling the
low-carbon economy by driving innovations in upstream and
downstream low-carbon solutions; and advocating action on
climate in an appropriate manner by engaging in discussions on
topics such as carbon pricing. This topic aligns with SDG 7
(Affordable and Clean Energy) and SDG 13 (Climate Action).

Management approach. \We monitor metrics that impact on
Climate change & renewable energy in the DSM Responsible
Care Plan. Through the activities of our Materials and Advanced
Solar businesses, we contribute solutions that are lighter, more
durable, better-performing and have lower carbon footprints.
Our engagement with stakeholder groups and climate
advocates such as UNGC, the Carbon Pricing Leadership
Coalition (CPLC) and RE100 influences public discourse on this
topic. See 'Sustainable food systems' below, ‘Planetin 2016’ on
page 49 and 'Review of business - Nutrition' and 'Review of
business - Materials' from page 64 and page 74 onwards
respectively.

Resource scarcity / Circular & bio-based economy

We support the move toward a circular, bio-based and sharing
economy in response to growing resource scarcity. We see
opportunities to innovate in both product and system design,
and to investigate lower-impact business models, including
sharing models that emphasize reusability, renewability and
recyclability. This approach is most relevant to our Materials
businesses; however, we also see opportunities to strengthen
our work on nutrition security with circular concepts. This aligns
with SDG 12 (Responsible Consumption and Production).

Management approach. We have identified the circular and bio-
based economy as a sustainable growth area and will focus
attention on opportunities in this area. The strategy and portfolio
of our EBA DSM Bio-based Products & Services and new
business ventures (such as DSM-Niaga) directly address this
topic, which is a key driver in our Materials strategy and portfolio.
See ‘Planet in 2016’ on page 49 and 'Review of business -
Materials' and 'Review of business - Innovation Center' from
page 74 and page 82 onwards respectively.

Water security

The issue of water security is playing an ever-more important role
in the global development agenda. Due to the nature of our
business, water availability and water quality represent a
fundamental operational and reputational business risk for DSM.
We established a context-based water target in 2015 to
acknowledge that water issues are usually local or regional in
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nature. Our focus on sites in regions of water scarcity and sites
that have a relatively high groundwater consumption or waste
water discharge will ensure that appropriate measures are taken
at site level.

Management approach. We are committed to the responsible
use of water resources. The DSM Responsible Care Plan guides
our approach to water. DSM is a signatory to the UN CEO Water
mandate, and we voluntarily disclose our policy and
performance on water as part of the Carbon Disclosure
Partnership. Brighter Living Solutions and our Supplier
Sustainability Program address this topic in the value chain. See
also ‘Planet in 2016’ on page 49.

DSM supports the UN CEO Water Mandate

“Water security for the world’s growing population is a
global concern. Many areas in the world are facing water
scarcity and pollution, as well as damage from natural
disasters. Individual and collective actions are necessary to
mitigate the adverse effects on water quality and availability.
For DSM, the sustainable management of water within our
own operations and along our value chain is a material
topic. Thus we truly value initiatives such as the UN Global
Compact CEO Water Mandate and its principles, and
commit to reporting annually on our progress through this
Report.”

Feike Sijbesma, CEO/Chairman Managing Board

Sustainable food systems

As the global population continues to grow and a large
proportion of mankind remains poorly nourished, the pressure
on food systems to deliver more food and better nutrition is
immense, causing in turn enormous environmental pressure. As
a leading player in nutrition, we see it as our responsibility to help
the world move toward more nutritious and sustainable food and
feed solutions. This topic aligns with SDG 2 (Zero Hunger).

Management approach. Our Animal Nutrition & Health portfolio
for the feed sector and new opportunities in sustainable plant
proteins address this topic through products such as Clean Cow
and the Green Ocean partnership. We also address the issue of
food waste through our innovative packaging solutions and our
food ingredient portfolio, which can increase the shelf-life and
processing efficiency of certain foods. We pro-actively engage
with relevant stakeholders on initiatives concerning this topic.
See 'Brighter Living Solutions' on page 22 and ‘Review of
business - Nutrition’ from page 64.

Biodiversity

Diverse and healthy ecosystems are among the preconditions
for a sustainable world. The variety of life on earth and the
patterns of the natural world can influence the supply of
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ecosystem services such as food, water, and clean air. We
believe that maintaining healthy ecosystems is important from
both an operational and a reputation management perspective.
The Natural Capital Protocol was launched in 2016. The protocol
defines how companies can identify, measure, and value natural
capital in a standardized way into business decisions and risk
management.

Management approach. The DSM Responsible Care Plan
outlines how we monitor and assess the impact of our operations
on protected areas within our vicinity. We are exploring natural
capital concepts via the Natural Capital Protocol development
pilot to prepare for incorporating these into our future decision-
making. We comply with the Convention on Biological Diversity
protocols, which stresses the interconnection between
biodiversity and climate change. Our position paper on
biodiversity can be found on the company website. See also
‘Planet in 2016’ on page 49.

Business Enablers

Open innovation

Open innovation helps companies to counter increasing
competitive pressures and ever-shorter product life cycles.
Companies that embrace it typically grow more quickly and
generate more sales than their competitors. We see many
opportunities to be gained from combining our own capabilities
with the vast pool of ideas, know-how and expertise that are
available outside DSM. Open innovation supports our
sustainable growth areas and sustainability commitments and
allows us to work together with suppliers, customers and other
partners to create new solutions in a collaborative way. We see
the role that open innovation and new technologies can play to
help the world to deliver on the SDG commitments. For example,
we are currently drawing on the knowledge of scientists around
the world to scale up renewable energy solutions through our
Bright Minds Challenge.

Management approach. DSM approaches innovation as a
growth driver in Strategy 2018: Driving Profitable Growth. The
DSM Innovation Center uses partnerships, funding and crowd
sourcing to foster open innovation. See 'Review of business -
Innovation Center' from page 82.

Careers & employment

We aim to provide rewarding career opportunities, high levels of
employee engagement, a healthy work-life balance, and a
diverse workforce in which individual differences are respected.
We follow trends in careers & employment to adapt our
organization to changing needs, so as to unlock the full potential
that the right employees can make to our company, and to
ensure that our employee base continues to match DSM’s
capability requirements as these evolve over time.

Management approach. Our HR strategies and policies prepare

for changes such as the increasing age of the world’s population
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and the growing use of technology. We apply the International
Labour Standards of the International Labour Organisation.
Lastly, we address the issue of fair pay in our supply chain
through our Supplier Sustainability Program. See 'Suppliers' in
this chapter and ‘People in 2016’ on page 39.

Advocacy & reputation

Companies are increasingly asked to define how they are
contributing to a better world, and business leaders are
increasingly becoming advocates on critical issues. For DSM,
advocacy means interacting with government, policymakers,
industry associations and societal interest groups on topics of
mutual interest to create a receptive environment for the
solutions we offer. We encourage legislators to promote
competitiveness, sustainability and innovation.

Management approach. Our reputation underpins our license to
operate with stakeholders both within and beyond our direct
value chains. We are a vocal advocate on policy issues including
action on climate change, malnutrition & nutrition security, and
the circular economy, as these topics are of particular relevance
to our strategy and our sustainable growth areas. We actively
manage our sustainability profile, and ensure that we take care
of our own operations (for example, regarding emissions and
pollution), in order to support our reputation as a sustainable
company. See also 'Stakeholders' in this chapter.

Trade barriers

This topic is closely linked with ‘Geopolitical tensions &
inequalities’. DSM actively follows international geopolitical
developments and the consequences for the trade barriers
affecting its operations, which include import and export trade
controls, legislation on strategic goods, sanctions and
embargoes, sanctioned parties, restricted chemicals, and
technology controls. During 2016, the options linked to the entry
into force of the Joint Comprehensive Plan Of Action were
elaborated. Other lifted sanctions opened new market
possibilities, while additional sanctions imposed on conflict areas
have not affected DSM vyet.

Management approach. The DSM Code of Business Conduct
defines the core of our approach to this topic. Through our
Supplier Code of Conduct and contracting practices, we
manage this topic in the Supply Chain. Trade Control
Compliance is managed through our standard business
processes.

Digital transformation

Digital transformation is a megatrend that will profoundly change
the way companies operate in years to come. For DSM, this
change is seen in three main areas: manufacturing, marketing &
sales, and careers & employment. Digital transformation is also
expected to disrupt many of our end-markets, such as health
and automotive. Within health, the opportunities for patient
engagement through precision medicine and medical printing
will change the way the health profession operates. In
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automotive, assisted driving or self-driven vehicles represent the
future. The rise of 'big data' brings with it business opportunities
and risks (such as privacy and cyber security).

Management Approach. The digital transformation is identified
in DSM's Strategy 2018: Driving Profitable Growth as one of the
megatrends to which we are responding. Big data is being
developed as a competence in the R&D and IT disciplines that
support our business and functional needs. Our Privacy Policy
and Information Security Office work to protect our information
assets.

Governance

Responsible business practices

Doing business in a responsible way, and complying with the
many relevant laws and regulations, provides us with the license
to operate in our dynamic, international environment.
Responsible business practices cover a wide category of
subjects including corporate governance, human rights, labor
policies, Safety, Health and Environment (SHE) practices,
competition law compliance, trade controls, anti-bribery &
corruption measures, and privacy.

Management approach. Our approach to this topic is covered
in our Code of Business Conduct and, for the supply chain, our
Supplier Code of Conduct and Supplier Sustainability Program.
Our Human Rights Policy, due diligence practices and HR
policies cover the People-related aspects of this topic. See
‘Suppliers' in this chapter and 'People’ and 'Code of Business
Conduct' on page 39 and page 98 respectively.

Transparency & reporting

We transparently report to meet the needs of diverse
stakeholders, such as employees, customers, investors,
governments, civil society and local communities on topics
including tax payments, disclosures on the environmental and
social impacts of our solutions, and remuneration of the
Managing Board. The year 2016 saw increasing investor
requests concerning climate disclosure and customer requests
for additional supplier information, especially concerning human
rights, as well as expectations on a global scale for reporting on
our contribution to the SDGs.

Management approach. We address this topic through the
publication of an Integrated Annual Report (published since
2010) and the annual Corporate Social Responsibility (CSR)
report in China (published since 2007). The application of
financial and non-financial reporting guidelines and disclosures
such as IFRS, GRI and CDP and ranking in investor
questionnaires and indices such as the Dow Jones Sustainability
World Index (DJSI) foster external confidence in our approach.

Product & food safety
Product & food safety is highly relevant to DSM as an operational
and reputational business risk and provides excellent
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opportunities to differentiate our product offering. The risks
include the potential negative impact of product recalls, product
contamination, health risks related to nanotechnology during
handling, for instance, and regulatory restrictions.

Management approach. This topic requires us to have practices
in place to ensure ingredient and substance quality, and covers
the production, handling, preparation, storage and use of DSM
solutions in ways that prevent risks to health & wellness. We see
opportunities for differentiation with our management of Product
& food safety through our Brighter Living Solutions program and
Product Stewardship strategy. See 'Brighter Living Solutions' on
page 22 and 'Product Stewardship' on page 54.

Taxation

In 2016, corporate tax avoidance figured once more in the news
headlines, and civil society continues to press for corporate tax
transparency and reform. We believe that a responsible
approach to tax is integral to business sustainability. We view the
fulfilment of our tax obligations as part of the process of creating
long-term value for all our stakeholders.

Management approach. Our tax position is consistent with the
normal course of our business operations and reflects our
corporate strategy as well as the geographic spread of our
activities. DSM strives to be compliant with the letter and spirit
of national and international rules, regulations and best-practice
guidelines (such as the OECD Guidelines for Multinational
Enterprises) and operates in line with the arm’s length principle.

DSM supports the idea of a global solution for fair tax policies
and systems. We therefore closely monitor and provide input on
the OECD initiative on Base Erosion & Profit Shifting. DSM is
transparent toward tax authorities in all the countries in which it
operates, and works closely together with them to determine the
amount of tax due.

DSM’s contribution to society includes the provision of
employment to more than 20,000 people around the world. In
addition to corporate income taxes, the company pays many
other taxes, including payroll taxes and social security
contributions on the wages of its employees, value added taxes,
customs duties, property taxes, etc. All these taxes are a
significant source of funding of public services by governmental
institutions at several levels worldwide. DSM sees it as its
responsibility to contribute to this.

Our Managing Board is responsible for establishing the
company's approach to taxation under the supervision of the
Audit Committee of the Supervisory Board. Proper organization,
procedures and processes are in place at DSM between Group
Taxation, the business, and other support functions and
functional excellence departments. The aim is to create a strong
interconnection in order to keep everyone aware of relevant tax
legislation and to ensure compliance. Compliance with both
direct and indirect tax matters is monitored through a Tax
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Control Framework in order to achieve an effective, efficient and
transparent tax function. The Tax Control Framework is a tax risk
management and control system which ensures that Group
Taxation is aware of the worldwide tax risks for the company.
Group Taxation possesses sufficient insights to adequately
manage these risks. The key stakeholders in the Tax Control
Framework are well established and include the Supervisory
Board, Managing Board, Executive Committee, Group Taxation,
business, external auditors, as well as the tax authorities in
countries where DSM is operating. For further detailed
information, see ‘Taxation at DSM' on the company website.

Bioethics

New or unfamiliar technologies can trigger ethical discussions
about their implications for public health or the environment.
Consumer acceptance of new technologies cannot be taken for
granted, so addressing safety and other potential concerns is a
top priority for us. We firmly believe that biotechnology can offer
unique solutions to global challenges related to the world’s
growing and aging population and the depletion of fossil
resources. Our latest consultations with stakeholders show that
the debate now focuses on the role Genetically Modified Micro-
organisms (GMMs) might be able to play in nourishing the
world's population by 2050.

Management approach. We manage this topic through active
consultation with the scientific community, industry, NGOs,
governments and the general public. Our safety assessments
are science-based and transparent, enabling authorities to fairly
assess and approve our innovative technology and resulting
GMMs. DSM uses GMMs as tools for the manufacture of a range
of products. DSM does not sell GMMs or products containing
GMMs. All GMMs are contained within our production
processes. See also our position paper on biotechnology on the
company website.

Stakeholders

DSM’s various stakeholders — both those within our value chain
such as suppliers and customers, and those that influence our
business operations, such as investors, governments and civil
society —have thoughts and views that must be balanced against
our own strategic objectives and focus areas.

We appreciate the open dialogue we have with our stakeholders
through a variety of channels. It equips us to respond to the
needs of society and to create shared value for all our
stakeholders.

In the following pages, we present how DSM engages with
external stakeholders, including the partners in our value chain.
Information on how DSM engages with its own employees can
be found in ‘People in 2016’ on page 39.
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Stakeholders

Sclantific
institutions

Governments MGOs & Civil society

DSM Value Chain

Employees Communitias

Investors

Partners in the value chain

Customers

Customers drive our business. They are our most important
partners for realizing both our strategic growth ambitions and our
vision to improve the lives of people today and for generations
to come. Customers buy our solutions to create consumer-
facing products, or to distribute our own consumer products
through their various channels.

We do our utmost to strengthen DSM's commercial and
strategic relationships with customers. We work together to
provide the solutions they are seeking while offering them an
exceptional customer experience. Our customer-centric
approach is manifested in various ways:

- To meet individual customer demands, we apply customer
segmentation to ensure that value propositions and service
levels are in line with our customers’ strategic ambitions.

- Developing consumer insights together with our customers is
crucial for driving new business developments that meet
consumer needs. For example, DSM Personal Care has
developed a new methodology that enables the personal care
industry to visualize the effectiveness of facial skin
moisturization and helps it to demonstrate and test the
effectiveness of its skin products. The new method came
about through our epidermal science platform
CORNEOCARE™, in cooperation with partners from industry
and academia.
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Stakeholders

External stakeholder group
Investors - DSM aims to
provide an attractive financial
return for our shareholders

Scientific research institutions
- DSM openly collaborates
with renowned universities
and science institutes

NGOs and civil society - DSM
works together with other
organizations to jointly find
solutions to societal
challenges

Communities - a good
relationship with parties that
are geographically close to
DSM's operations is important
to maintain the company's
license to operate
Governments - DSM engages
with governments individually,
as part of coalitions or through
its memberships of relevant
trade associations
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How DSM engages

Annual General Meeting,
Capital Markets Day,
conference calls, roadshows,
investor indices (e.g. DJSI,
Sustainalytics), surveys

Financial support, knowledge
& research, sharing facilities,
lectures

Meetings, discussion panels,
philanthropic events

Open days, news bulletins,
social media, education,
support through local
initiatives

Meetings with officials,
position papers on the
company website, case
studies, letters, reviewing
proposed legislation,
engagements in trade
associations
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Examples of engagement 2016

- In September, DSM organized an Investor day in Charleston
(South Carolina, USA) to give US-based investors deeper
insights into the underlying growth and earnings profile of the
company’s Nutrition and Materials businesses.

- DSM engaged in dialogues with investors and their
representatives on topics such as climate strategy, social
supply chain management, natural capital and responsible
taxation, which helped foster mutual understanding around
respective sustainability focal points.

- DSM broadened its biotech engagement, becoming a
member of both the Engineering Biology Research
Consortium and the MIT- Broad Foundry in 2016. In
Materials, engagement in the year included the Materials
Research Laboratory/Complex Fluids Design consortium of
the University of Santa Barbara (California, USA), and the
iPrime consortium of the University of Minnesota (Michigan,
USA).

- DSM was the innovation partner of the 2016 Sasol Solar
Challenge-winning Nuon solar car, and we supported the
Dutch-based team with our light-trapping technology.

- Inindia, in partnership with the Indian Academy of Pediatrics,
HealthPhone and Vodafone, DSM launched the Poshan
cards program. The program supports the Indian
Government’s mission to combat malnutrition and
micronutrient deficiencies among mothers and children by
providing information to pregnant and lactating women. This
unique public-private partnership uses technology as an
enabler and is expected to positively impact the lives of more
than 1.5 million women.

- In North America, DSM committed to help mitigate the
current refugee crisis by setting up employee volunteer
English language programs and cultural training, hiring
employees and working with groups such as Upwardly
Global on refugee and immigration issues.

- DSM engaged with the European Commission, Members of
the European Parliament and Member States on reviewing
the Circular Economy Package and the Bio-economy
Strategy in 2016.

- DSM advocated the importance of Mission Innovation to the
government of the Netherlands, a global initiative to double
public investments in energy innovation by 2020, resulting in
the Netherlands signing up to the initiative.

- DSM’s new business ventures and innovations (such as
Niaga®, Decovery® and advanced biofuels) were presented
at events such as the European Business Summit, the
European Retail Round Table, and the European Forum for
Industrial Biotechnology and the Bioeconomy, leading to
more exposure within Europe.

- DSM participated in Startup Fest Europe, held under the
patronage of its Chairman, Prince Constantijn van Oranje.
DSM was one of the companies hosting a section of the
event dedicated to energy solutions.
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- We have implemented a key account approach to build
relationships with customers and ensure that we reach
mutually agreed goals. The customer executive sponsorship
program, launched in 2014, has resulted in co-developments
in all our industries. We co-develop solutions with customers
to jointly implement customer- and consumer-driven
innovations. For example, in 2016 we partnered with Nexeo
Solutions, a global chemicals and plastics distributor, to bring
new, high-value performance filaments to customers who
perform 3D printing using fused filament fabrication (FFF)
technology.

“The 3D printing sector, and particularly its FFF segment,
represents an exciting, high-growth market with new found
potential. Partnering with DSM means we can be sure that
our customers will have access to an innovative new range
of products specifically developed for 3D printing.” Jéréme
Abrahmi, VP EMEA at Nexeo

- With our strong science base as a differentiating factor, we
share our knowledge at conferences and trade shows and
ensure that our valuable insights are accessible to our
customers and partners through relevant platforms,
communities and our sales force.

- A skilled sales force is crucial for ensuring the best customer
experience and personalized interactions. All our sales people
are selected on the basis of their industry experience and
knowledge, and we invest in their continuous development.
For example, we have partnered with a leading business
school to launch a learning portal and training program for our
Marketing & Sales professionals.

- Digital transformation is allowing us to further optimize
customer and consumer interactions by strengthening our
global online presence (both through websites and through
social media) to improve our outreach. For example, DSM
Dyneema integrated the customer relationship into its web
presence through its ‘Where to Buy’ connections. This not
only shows our strong relationship with our customers but also
generates leads for them.

- The success of our customer-centric approach is measured
through the use of Net Promotor Score® (NPS). In 2016, DSM
increased its overall NPS score to 38 (in 2015: 35), which
ensures that it remains one of the leading companies in its
sector. In the B2B space, an NPS score in the 30s is
considered high. A three-point increase on this is a significant
achievement and testifies to our drive to continuously improve
in response to customer feedback.

- DSM considers its brand an important business asset and
aspires to be a company with a strong brand and reputation
for providing innovative and sustainable solutions that fuffill the
needs of its market segments and society. DSM's brand value
as assessed by Brand Finance has grown considerably over
the last five years and for 2016 was valued at € 650 million.
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The decrease versus prior year was primarily attributable to
the portfolio changes that took place in 2015.

DSM Brand Value*

(x € million)
1,000
800 729
650
607
600
400 320
0
2012 2013 2014 2015 2016

* As measured by the Brand Finance valuation methodology

Suppliers

DSM needs to be smart in how it engages with its 40,000
suppliers. We do this through a Supplier Sustainability Program
(SSP), which is implemented through annual supplier
sustainability plans and sustainability roadmaps. Progress
against targets is shared on a quarterly basis within DSM
Sourcing and also with the Managing Board. The Supplier
Sustainability Plan 2016 addressed a number of relevant topics
for the materiality matrix: Resource scarcity/circular & bio-based
economy, Responsible business practices, and Climate change
& renewable energy.

DSM Supplier Sustainability Program

Supplier Relationship Management

Better
Business

Solutions

Brighter Living Solutions

High Risk — Mandatory Corrective
Action Plan / Opportunity

Medium Risk — Recommended
Corrective Action Plan / Opportunity

Low Risk — Opportunity for value creation
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BICEPS: Leveraging shared
capabilities for a better world

At DSM, we believe our sustainability responsibilities go
beyond our own borders.

Ninety percent of global trade goes by sea, and every day
100,000 vessels ply the oceans. Thirty percent of DSM’s
transport is seaborne, so some 40,000 box containers a year
journey either between our own plants or to our customers.
We have reduced the carbon footprint of our own distribution
activities through supplier collaborations and modality
switches, but with 20 million containers in circulation, our
ability to effect direct change is limited.

DSM partnered with AB InBev, AkzoNobel, Friesland
Campina and Huntsman to form the BICEPS Network
(BICEPS: Boosting Initiatives for Collaborative Emission
reduction with the Power of Shippers) with the aim of
developing a common approach to sustainability in the global
procurement of ocean freight and the selection of shipping
lines.

The network uses the BICEPS Rating System, which analyses
the sustainability performance of shipping lines in five
categories: communication and reporting on sustainability,
emissions and target-setting, improvement projects, cross-
modality collaboration, and long-term ambitions. The rating is
used as a criterion in the selection of shippers, but also as an
encouragement to sustainable development. It furthermore
enables small-scale innovators in the industry to connect
directly with the shipping lines. Together with the network, we
can achieve greater emissions reductions than if we operated
alone.

Walter Vermeer, Manager Category Procurement Logistics
FrieslandCampina: “FrieslandCampina is consciously working
on impact reduction in every step in our grass-to-glass supply
chain to enable realization of climate-neutral growth.
Participating in the BICEPS network helps us and our partners
add greener ocean shipping into our scope."
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Supplier Sustainability Program strategy

DSM’s SSP consists of two main elements: compliance and
solutions. By means of the compliance program we have been
able to very clearly define how we choose to do business with
our suppliers. We have invited suppliers to contribute to our
competitiveness in areas of sustainability, innovation, business
growth, security of supply, new business models and strategic
alliances. This occurs via our 'better business' projects and other
initiatives.

In 2016, DSM assessed the maturity level of its SSP along four
dimensions: Strategy/Plan; Supply Risk & Opportunity; People,
Infrastructure & Measurements; and Processes. The maturity
assessment was used to indicate areas of improvement to meet
the ambition level for 2020. The SSP was also benchmarked
against the practices of other leading sustainable companies.
The results of the benchmark and the maturity assessment were
incorporated in the Sustainable Purchasing Roadmap
2016-2020, which aims to anchor sustainability even more firmly
in DSM’s daily sourcing activities.

Internal skills and capabilities

Internal capability-building continued in 2016. Further training in
sustainability was provided to the sourcing community. The
trainings offer practical tools on integrating sustainability into the
daily work of sourcing professionals. The Strategic Sourcing
Award and Key Supplier Management Award highlight
sustainability as a key topic in selecting the winners.

Collaboration

DSM works with external partners to enhance collaboration in
the supply chain. These include the Roundtable for Sustainable
Palm QOil (RSPO), Together for Sustainability (TfS) and the Dutch
consulate in China.

- While palm oil is only used on a very limited scale by DSM,
RSPO membership is important due to the potential risks to
the environment, human rights issues and labor practices in
the palm oil supply chain.

- DSM has 'Friends of the Sea' certification for over 98% of its
fish oil purchases and ensures that the fisheries involved in
providing fish oil for the production of its omega-3 product
range are sustainable.

- We are collaborating with the Dutch consulate in China in a
project that focuses on sustainable supply chains in China.
The Consulate General of the Netherlands in Shanghai
partnered with two professional CSR advisors, China National
Textile & Apparel Council and Solidaridad China, for this three-
year CSR project. Within the framework of the project, a
Sustainable Supply Chain Management Platform for Dutch
Businesses in China was established, providing a training
program focusing on topics such as EHS (Environment, Health
and Safety), CSR management system, and labor issues. In
2016, 16 Dutch brands and 54 local factories (suppliers of the
Dutch brands as well as member companies of Jiangsu
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Federation of Industry and Commerce) participated. DSM has
nominated four suppliers to join this initiative.

Compliance

DSM's approach to compliance is via the Supplier Code of
Conduct (SCoC), comprising assessments and audits to check
that suppliers act in compliance with the norms and values of
DSM. Where arisk or breach occurs, DSM works with suppliers
to define and execute an improvement plan. If non-compliance
still persists, DSM may choose to terminate the relationship with
the supplier. In 2016, 96% of DSM’s spend was covered by the
SCoC. Since 2015, sustainability compliance has also been
integrated into our standard supply risk management approach
and new supplier onboarding process.

We focus on approximately 1,000 critical suppliers, defined as
those that provide critical components, are located in potentially
high-risk countries, supply a high volume of products or services,
are non-substitutable, or have the potential to create shared
value in areas of innovation and sustainability.

Since 2015, we have been actively collaborating with TfS.

Foundedin 2011, TfS now has 19 members (and rising) and aims
to develop and implement a global audit program to assess and

Supplier Sustainability Program results

improve sustainability practices within the chemical industry's
supply chain. TfS works with EcoVadis, a recognized provider of
CSR ratings, to implement the program. The EcoVadis
methodology is aligned with international standards and
supervised by a scientific committee. This collaboration gives
DSM access to assessments and audits which are executed by
other TfS members and shared on the TfS platform. This
collaboration enabled DSM to screen approximately 4,200
suppliers in 2016, resulting in 1.4% being identified as 'suppliers
at risk'. In line with internal follow-up guidelines, these will be
further investigated by means of an on-site audit of their facilities
S0 as to ensure that improvement plans will be made. DSM was
able to screen 7% of new suppliers with regard to their
environmental performance, impact on society, human rights
and labor practices. The average EcoVadis sustainability
performance score of DSM’s supply base improved by 2% in
2016. The average of the supplier performance level indicates
that our suppliers are engaged with sustainability.

The collective (potential) supply base of the TS members has
been rated by 6,383 EcoVadis assessments and 724 TfS audits.
In 2016, a total of 1,773 sustainability assessments were shared
among TfS members and 241 new TfS audit reports were
received by the initiative.

Target
Spend coverage SCoC 91%
Sustainability assessments 200
Sustainability audits? 20
Quallity audits -
Solutions 36

2016 2015
Achieved  Leverage TfS' Target Achieved  Leverage TfS'
pool pool
96% - 91% 95% -
200 996 200 252 690
20 105 20 10 27
241 251 -
50 30 46 -

' Total number of DSM suppliers assessed by TfS members

2 The lower target set for Sustainability audits in 2015 resulted from DSM’s membership of TfS

Moving beyond compliance

Our collaboration with TfS and partner EcoVadis gives us insight
into the compliance of our supply base with our sustainability
criteria. Beyond this, we will look to increase transparency
regarding the incidents involving our suppliers using a 360-
degree monitoring process that includes insights from online
news sources on positive or negative CSR developments on the
part of the suppliers we assess. As a first step, the suppliers
screened in 2016 were assessed on legal and financial sanctions
of any scale whatsoever. The area of labor and human rights
currently trends as being of highest concern among those
assessed.
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Better business

While compliance remains the cornerstone for achieving a
sustainable supply base, procurement activities will increasingly
focus on so-called ‘better business’.

As part of our drive to foster better business through our supplier
solution projects, DSM's Sourcing organization engages in
proactive dialogue with suppliers in order to move the business
agenda forward on topics such as climate change, food &
nutrition security, health, and the circular economy. In this
context, Sourcing pursues initiatives to create joint value,
awareness and engagement in areas related to Brighter Living
Solutions.
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We continued to engage in joint initiatives with suppliers that led
to environmental benefits in the value chain, such as projects in
packaging, logistics, and reduction in raw materials and carbon
emissions. Via the CO, Emission Reduction Initiative, the
physical distribution team investigates suppliers’ footprints in
road transportation, marine and packaging to explore
opportunities for improvement. This is a continuation of the
Green Tender Initiative that began in 2012 with the aim of
achieving a 20% reduction in emissions associated with logistics
and packaging. Since 2012, over 30% of our global spend on
physical distribution has been covered by the Green Tender
Initiative. The cumulative CO, emission reduction compared to
2010 reached 15% at the end of 2015, the latest reporting
period.

We use carbon pricing of €50 per ton CO, equivalents (CO,eq)
internally to evaluate our industrial gas purchases. By
embedding the internal carbon price in the template RFQ for
industrial gases, we make our sites more aware of the financial
impact of industrial gas supply. The carbon price for two cases
in Switzerland and the Netherlands had an impact of 2-4% and
17% on the total cost of ownership, respectively. In Switzerland,
this confirmed that our chosen supplier was the correct business
decision. In the Netherlands, the difference between the best
solutions was not significant enough to influence the decision
making although it showed a significant improvement over the
existing situation. Business managers agreed that the inclusion
of the carbon price had an added value for the RFQ process.

DSM Nutritional Products’ Purchasing team has been working
on replacing an 18% hydrogen chloride (HCI) solution used at its
Dalry site (UK) with a more concentrated solution, which will be
diluted on site. This obviously has more than mere economic
benefits, as transportation can be significantly reduced by
diluting the HCI on site, rather than transporting the water
component of the solution across the north of the UK. The annual
environmental impact will be a saving of some 560 tons of
CO,eq emissions, equivalent to planting 15,000 trees.

Collaborative platforms and networks

We collaborate with like-minded peers within cross-sector
platforms and business networks to develop social and
environmental measurement and performance standards, to find
new opportunities within our sustainable growth areas, and to
act as advocates on material topics such as climate change &
renewable energy, nutrition, the circular economy, and natural
and social capital. Below, we describe our engagement with

Africa and Latin America, to bring visibility to important DSM
partnerships and initiatives concerning nutrition and climate
change.

- In June, our CEO Feike Sijpbesma co-chaired the Annual
Meeting of the New Champions in Tianjin (China) and led
roundtable sessions about pioneering the circular economy,
implementing the climate deal, and the impact of the fourth
industrial revolution.

- We continued our engagement in WEF CEO Climate Leaders,
specifically around carbon pricing. Together with the WEF, the
CPLC and Yale University, we initiated a learning track on
internal carbon pricing, with the launch of a webinar series.
Our CEO Feike Sijbesma and CFO Geraldine Matchett
featured in the first webinar, which was about ‘Practical
experiences from the private sector’.

World Business Council for Sustainable Development (WBCSD)

- We co-chaired the WBCSD Reaching Full Potential group,
with — among others — Solvay, BASF, AkzoNobel, Evonik,
Eastman, Henkel, and SABIC. A guidance on Social Life Cycle
Metrics for the Chemical Sector was published in November.

- Together with leading businesses and top accounting firms,
we participated in the WBCSD Social and Natural Capital
project. The project aims to foster simple and practicable
methods for monetization. Our contribution has led to the
publication of methods for monetizing safety, skills and
employment.

- As part of the WBCSD Product Sustainability Assessment
group, we have been aligning with our peers on portfolio
steering methods, with a focus on hazardous substances and
toxicology, and building on Life Cycle Assessment (LCA) and
product social metrics methodologies.

- Within the Low Carbon Technology Partnerships initiative
(LCTPIi) — a multi-stakeholder platform led by the WBCSD that
presents the opportunities of large-scale development and
deployment of low-carbon technologies — we helped set up
the new global campaign ‘below50’. This campaign unites
companies that produce, use and/or invest in fuels that are at
least 50% less carbon-intensive than fossil fuels. The aim is to
promote the best sustainable fuels that can achieve significant
carbon reductions, and to scale up their development and use.

- A DSM executive has been seconded to the WBCSD to set
up the Food Systems Transformation program to address the
key challenges of food systems. Our material topic Malnutrition
& nutrition security is being addressed, including sub-topics
such as obesity, calorie & nutrient balance in food, and
sustainable protein supply.

some of the most significant global, partnership-based strategic Accounting for Sustainability (A4S)

initiatives.

World Economic Forum (WEF)

- As a strategic partner, we attended WEF meetings throughout
2016, including the Annual Meeting in Davos. We
strengthened our presence at regional meetings, including in
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- Our CFO Geraldine Matchett continued her active role in the
A4S CFO Leadership Network, with a focus on topics such as
the importance of having a comprehensive conversation with
investors on long-term value creation, as well as the
importance of actively engaging the finance function internally
on the value of sustainability as an essential component of
good enterprise management.
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- We continued to contribute to A4S projects through the
participation of our experts in both its finance and sustainability
teams. The main focus was the completion of the project
‘Integrated management reporting’, to help business embed
environmental and social considerations into (internal)
management reporting in order to enhance decision making.
We shared our own best practices, such as linking
performance management and remuneration with
sustainability targets, and also gathered new insights from
other A4S members into the topics they discuss in their wider
interactions with the financial community.

Ellen MacArthur Foundation

- We continued our engagement with the Foundation,
participating in Project Mainstream, a global multi-industry
initiative to accelerate business-driven innovation to help scale
up the circular economy. We contributed to ‘The New Plastics
Economy: Rethinking the future of plastics’, a publication
which provides a vision of a global economy in which plastics
never become waste, and which outlines concrete steps to
achieve this systemic shift.

- We offered employees an internal training program on the
circular economy delivered by CE100 and Bradford University
(UK.

RE100

- We continued our engagement with RE100 during 2016 and
participated in the learning opportunities that are available
through this peer-learning, advocacy and action platform,
which is led by the Climate Group.
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Carbon Pricing Leadership Coalition (CPLC)

- In April, our CEO Feike Sijoesma was appointed Co-Chair of
the High Level Assembly of the CPLC. The CPLC’s long-term
objective is for carbon pricing to be applied throughout the
global economy. In addition to facilitating leadership
dialogues, the CPLC will also mobilize business support to put
an internal price on carbon. As Co-Chair, Mr. Sijpesma shared
DSM’s experience with applying an internal carbon price of
€50 per ton CO»eq when reviewing large investments, and
called on businesses to do the same.

- As part of our RE100 commitment, we joined forces with
AkzoNobel, Google and Philips in a long-term commitment to
jointly source power from renewable energy projects in the
Netherlands. The first agreement — to buy power from
Windpark Krammer in the province of Zeeland — will cover
approximately half of DSM’s bought-in electricity requirements
in the Netherlands. See 'Planet' on page 53.

Dutch Sustainable Growth Coalition (DSGC)

- We continued our engagement with the DSGC, with a focus
on the SDGs. As co-initiator of the Dutch SDG Charter, we
used the coalition to raise the profile of the Charter and
encourage more Dutch companies to commit to joint action
on SDGs of national priority.

- In December, we facilitated a masterclass as part of a
conference on the SDGs, in which students shared their ideas
on how to engage with the financial sector to drive and finance
improvements and innovations in renewable energy
technologies, rather than scaling up existing renewable energy
technologies alone.
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Cross-sector nutrition partnerships DSM'’s partners range from UN agencies, governments,

As a leading micronutrient provider, DSM develops innovative ~ academia and NGOs to industry peers. We commit support
solutions for improved nutrition. In order for these solutions to  through financial and non-financial means including time,

have the broadest reach, we work with partner organizations that  technical expertise, products and volunteers. DSM’s main
have direct access to beneficiaries. DSM’s nutrition partnerships partners are described below. For a more extensive list and
focus on the following objectives: wider base of scientific description of DSM’s other nutrition platforms and partnerships,
evidence and endorsement; increased market for nutrition see the company website.

products; and improved employee engagement.

Cross-sector nutrition partnerships

Partner Partnership benefits Impact
- Product development The DSM-WFP partnership ‘Improving Nutrition, Improving Lives’ aims to
v - Value chains for enhanced nutrition improve the nutritional value of the food that WFP distributes through
* }}}xu:.l Faml - Advocacy product innovations such as fortified rice and a product aimed at people
e - Employee engagement and development  living with HIV/AIDS. The partnership reaches over 28 million beneficiaries
- Corporate reputation per year with improved nutrition. Further to this, DSM continues to

support WFP in the development of learning and development initiatives.

- Value chains for enhanced nutrition DSM and UNICEF collaborate to support micronutrient programs in
/ E { - Market-based solutions for improved Nigeria, with the initial pilots executed in the course of 2016. Additional
1A f nutrition focus will be placed on micronutrient supplementation programs
ey - Advocacy specifically targeting women and adolescents girls. The partnership
unicet - Corporate reputation continues its capacity support of the African Nutrition Leadership
program.
- Value chains for enhanced nutrition DSM and World Vision International’s flagship project in Tanzania, Miller's
- Market-based solutions for improved Pride, was fully ramped up in 2016. A number of successful fortification
‘ nutrition trials have led to approval from the Tanzania Food & Drug Authority for
Waorld Visi - Advocacy maize fortification. Millers have improved food safety, hygiene and
- Corporate reputation manufacturing processes. We are also ramping up another program,

‘Joining forces for last mile nutrition’.

- Market-based solutions for improved Partners in Food Solutions is a multi-sector partnership between the
nutrition companies DSM, General Mills, Cargill, The Hershey Company, Biihler
- Employee engagement and development  and Ardent Mills, working in partnership with USAID, TechnoServe and
D@ arItIERES - Corporate reputation Root Capital to serve more than 600 small and growing food companies
[ | ey throughout Africa. Partners in Food Solutions realized additional growth in

West Africa. DSM volunteers from Latin America, Europe and India
continued to share their willingness to dedicate their technical and
business expertise to improving the performance of food processors and
millers in Africa.

- Market-based solutions for improved The SUN Business Network (SBN) represents the private sector in the
nutrition Scaling Up Nutrition (SUN) Movement. The Network recruits and supports
- Advocacy companies who pledge to contribute to the improvement of global
- Employee engagement and development  nutrition. CEO/Chairman of the Managing Board Feike Sijoesma is a
L - Corporate reputation member of the Lead Group of the SUN Movement and Co-Chair of the

Advisory Group of the Network. Via the network, DSM supported a
number of SBN projects in Zambia.
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Philanthropy and sponsorships

DSM continues to be recognized by the business world,
government, civil society and the academic community as a
respected thought leader in clean energy, climate change,
nutrition and the circular economy. Besides striving for
excellence in sustainability-oriented innovation, we also engage
in classic philanthropic and sponsorship activities in support of
non-governmental and civil society organizations. In 2016, DSM
donated more than €2.5 million to a range of initiatives. DSM
makes no political donations, as outlined in its Code of Business
Conduct, the text of which is available on the company
website.

The Ocean Cleanup

DSM is a partner and sponsor of The Ocean Cleanup, a non-
profit foundation launched in 2013 with the aim of developing
sustainable and scalable technologies to help solve societal
problems, including the issue of waste plastics in the world’s
seas. Founded by the young Dutch entrepreneur Boyan Slat,
The Ocean Cleanup has developed a prototype floating barrier
system — described by TIME magazine as “one of the world’s
best inventions in 2015” — that uses the ocean’s natural currents
to round up and concentrate plastic waste. Consistent with our
company focus on sustainability and environmental innovation,
we were pleased to lend our materials expertise to The Ocean
Cleanup. We are supplying Dyneema® material to maritime rope
supplier Lankhorst Ropes, and together providing the key
technology for the barrier's mooring system.

China

DSM hosted the Bright Experience Event to support the goal of
ending hunger and malnutrition in 15 cities across China during
2016. These events aimed to raise awareness of, and funds for,
the issue of child hunger and malnutrition. They attracted 2,500
DSM employees and their families, as well as partners at 16 sites
located across 15 cities, including Shanghai and Beijing. The
money collected at the events will be donated to the WFP’s
School Feeding Programmes worldwide and the China
Foundation for Poverty Alleviation. Through the project, we
provided more than 50,000 nutritious meals containing milk and
eggs to children in poor areas of western Chinese provinces.

Bright Science. Brighter Living. 2016 37

India

DSM committed more than € 76,000 to sponsoring and
supporting civil society and non-governmental organizations in
India in 2016. Most of these initiatives focus on the state of
Maharashtra, which has over 112 million inhabitants. Most DSM
activities targeted the Pune, Thane and Palghar districts. We are
raising awareness of nutrition in partnership with the Indian
Academy of Pediatrics. The central topics of the collaboration
are eradicating malnutrition and promoting preventive healthcare
in these districts. Together with the ISKCON Food Relief
Foundation, we support the mid-day meal program of school
children in Maharashtra in order to help eradicate hunger.

North America

The DSM North America Employee Relief Fund is a group funded
and run by DSM employees to help their fellow employees who
suffer severe losses as a consequence of natural disasters. In
2016, the group helped fellow employees recover from
Hurricane Matthew.

DSM provided USD 44,000 to the leadership development
organization Global Health Corps and the non-profit organization
1,000 Days to underwrite the cost of two Global Health Corps
Fellows working at 1,000 Days to create an educational
campaign about the importance of nutrition. The two Fellows are
helping raise awareness of malnutrition and delivering cost-
effective interventions to address micronutrient deficiencies
among underprivileged families in New Jersey, USA.

Sight and Life

The Sight and Life foundation champions a world free from
malnutrition and aims to improve nutrition of the world’s most
vulnerable populations. Through continued support of the Sight
and Life foundation, DSM furthers the advancement of research,
implementation science, and leadership capacity development
in nutrition.

The Sight and Life foundation engaged in an exciting public-
private partnership in Ghana, known as Affordable Nutritious
Foods for Women (ANF4W), working to establish a market-
based solution to improve the nutritional status of women of
reproductive age with fortified food products. In addition, Sight
and Life joined forces with PATH, a non-profit organization
charged with global health innovation, and local partners to
develop a program promoting good hygiene habits and
delivering a nutrient rich meal of fortified rice to 2,600 schools in
India. To encourage innovation in the nutrition landscape, the
Sight and Life foundation developed the Elevator Pitch Contest,
a unigue forum for young innovators in nutrition to make their
case on why their ideas deserve funding.

With the right mix of funding, knowledge, technology, and

enabling policy, Sight and Life advocates with its partners the
global fight against malnutrition and micronutrient deficiencies.
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External recognition recognition that we received from non-governmental and trade

organizations, customers, suppliers and academia in 2016.
We are proud whenever our sustainability, quality and innovation Other awards and external recognition for our business groups
efforts, either as a company in general or specific to our individual can be found in ‘Review of business’ starting on page 62.
products and solutions, are recognized by the outside world. A full list of our recognitions can be found on the company
Below is a selection of some of the awards and other forms of ~ website.

Organization Recognition

Corporate Knights In January, the Corporate Knights Global 100 Index 2016 of the most
sustainable corporations in the world listed DSM as the highest-ranked
chemical company and 23 overall. Featured companies are
considered leaders in transparency and resource productivity, as well as
on a range of other social and governance indicators.

= Young Global Leaders Circular During the World Economic Forum’s annual meeting in January, our CEO

Economy Taskforce Feike Sijoesma was jointly awarded the Fortune Award for Circular
Economy Leadership in recognition of his role in spearheading DSM’s
circular economy strategy and our groundbreaking research into fossil-fuel
substitutes.

New York Festivals In April, at the New York Festivals Best TV & Films 2016 ceremony, our
'Unsung Heroes of Science' movie garnered Gold, Silver and Bronze
World Medals in the Corporate Social Responsibility, Public Relations and
Internal Film categories respectively.

European Association of In July, our Communications and Branding Team won the ‘Company
A Communication Directors (EACD) Communications Team of the Year Award 2016’ in recognition of the
_zﬁw'“ 4 success of its 'Unsung Heroes of Science' campaign. The award is an
ek o

initiative of the EACD - the leading network of European communication
professionals — to recognize communication excellence.

Fortune Change the World List In August 2016, Fortune Magazine revealed that DSM was included in its
second annual ‘Change the World List” which highlights the 50 leading
companies that are innovating to solve the world’s biggest challenges
through core profit-making strategy and operations.

RobecoSAM In September, DSM was named the worldwide leader in the Materials
industry group in the Dow Jones Sustainability World Index. We have
o e consistently been recognized for integrating sustainability into our
Ll T business, having been named among the global leaders in each of the
past 13 years and having held the number one position in the sector 7
times.

Ethical Corporation In September, our ‘Science Can Change the World’ campaign took first
place in the Best Communication category at the Ethical Corporation
Responsible Business Awards 2016. DSM was also highly
commended in the Best Sustainable Company category. The Awards
recognize genuine, truly innovative and meaningful approaches to making
responsible business a reality.

Carbon Disclosure Project (CDP) In October, we were included on the Climate A List by CDP, which
identifies DSM as a global leader for our actions and strategies in
::1 CD'P response to climate change. CDP is a non-profit organization that helps
i e i companies worldwide to measure, manage, disclose and ultimately
reduce their greenhouse-gas emissions.

* FTSE4Good DSM was again featured in the FTSE4Good Index. This international
sustainability index is designed to measure the performance of companies
demonstrating strong Environmental, Social and

FTSE4Good Governance practices. DSM had a maximum score of 100.
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People in 2016

DSM aims to foster a high-performance culture to support
delivery of our targets and aspirations. We seek to attract and
retain original thinkers and doers who can further our company’s
capabilities while actively developing their own credentials and
careers. We achieve this by providing a healthy, diverse and
above all safe working environment for employees and by
supporting and encouraging them in their personal
development.

DSM’s international profile means that its employees represent
98 nationalities, working at more than 200 sites and offices in 46
countries worldwide. This allows us to be close to our key
markets and customers as we pursue profitable business growth
around the globe. Our strategy is aimed at stimulating inclusion,
diversity and inspirational leadership. It is governed by means of
a regional system with clear accountability for performance at
Managing Board level.

Our People Strategy 2018 in support of DSM’s Strategy 2018:
Driving Profitable Growth focuses on three pillars for attaining a
more performance-oriented workforce: 1) agile employees,

2) skilled employees and 3) accountable employees. This
strategy is aligned with our material topics and supports DSM’s
commitment to the Sustainable Development Goals (SDGs). The
key material topics relevant to People are:

- Health & wellness (covered by 'Safety and Health");

- Malnutrition (covered in 'Stakeholder engagement' on page
25 and 'Review of business — Nutrition' on page 64);

- Careers & employment (‘Leadership & people management
programs', 'Developing and managing our talent', and
'Learning and development'); and

- Responsible business practices (‘Human rights').

Our People strategy also focuses DSM’s engagement on the two
most relevant SDGs for the People dimension: SDG 2 (Zero
Hunger) and SDG 3 (Good Health and Well-being).

This chapter outlines DSM's approach toward its employees,
which is embodied in the company's safety and health policies
and people strategy including our Life Saving Rules. Our
approach toward people affected by DSM’s operations is
governed by our policies on human rights, the Brighter Living
Solutions program, and our Supplier Sustainability Program.

The performance elements of our People strategy are detailed in
the ‘Sustainability statements — People’ on page 127. See also
‘How DSM creates value for its stakeholders’ on page 20 and
‘Stakeholder engagement’ on page 24.
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How DSM creates value

People

Ratio female/male
employees

27/73

Employee
Engagement Index
favorable __~

score _%@_

1%

Frequency Index of
Recordable Injuries
(per 100 DSM employees
and contractors) O

0.33 0]

IERO GOOD HEALTH
HUNGER ANDWELL-BEING

$ ||

People
Inclusion index

/3%

Average training
hours per employee
annually

o5 <1

DSM-WFP
beneficiaries
annually y

28 million

DSM focuses on SDG 2 (Zero Hunger) and SDG 3
(Good Health and Well-being) in our People dimension
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DSM's People & Organization objectives

People indicators

Aspirations Realization
2020 2016
Frequency Index of Recordable
Injuries 0.25 0.33
Employee Engagement Index Toward 75% 71%
Diversity - Female executives 25% 15%
Diversity - Executives from under-
represented nationalities 60% 53%

Safety and health

Personal safety and process safety

Rigorous application of DSM’s Life Saving Rules has been a
significant factor behind DSM remaining fatality-free for the last
five years, among both our own workforce and contractor
personnel. Nevertheless, with the ambition to become a
completely incident- and injury-free company, the incidents that
still occur, along with the severity of their consequences, are
always a cause for concern and a spur to action. We
consequently set targets and monitor performance regarding
both personal and process safety at DSM. These are defined in
the DSM Responsible Care Plan 2016-2020.

Personal safety incidents are those which affect people only.
Personal safety is measured through a Frequency Index of
Recordable Injuries in which Fatalities, Lost Workday Cases,
Restricted Workday Cases and Medical Treatment Cases of
all persons present on site are shown — employees as well as
(supervised and other) contractors and visitors. In 2016, the
index improved from 0.41 to 0.33. This improvement is mainly
due to portfolio changes and to performance improvements in
the units belonging to DSM in both years. The Frequency Index
of Lost Workday Cases for DSM employees was 0.14 (2015:
0.13).

The Frequency Index of Recordable Injuries among contractors
improved from 0.70 to 0.56 in 2016. This was mainly due to the
portfolio changes mentioned above. The year 2016 was also the
first full reporting year following the implementation of the new
permit to work standard in 2015. Efforts were also made to
increase awareness for the importance of a good last-minute risk
assessment. Contractor safety continues to have our attention
as we strive for the safest possible working environment for all.
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Frequency Index of Recordable Injuries
12-month moving average
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Process safety incidents are those which affect plant or storage
facilities directly. They are rare but can have a major impact, with
effects on people and/or the environment both within and
beyond site borders. As of 2016, process safety is measured by
recording incidents that comply with the definition given by the
International Council of Chemical Associations (ICCA). The
change in definition led to a new target for 2020 of 0.15, which
is aligned with our earlier aspirations. The PSI rate moved from
0.41 under the CEFIC definition to 0.30 under the ICCA definition
per the end of 2015 mainly because releases of non-hazardous
substances are not considered in the newly applied ICCA
definition. The PSI rate slightly improved throughout the year
2016 t0 0.28.

Frequency Index of Process Safety Incidents

0.6
CEFIC
deflnltlon <«
0.5
0.4
0.3 0.28
Target
PSI rate
02 2020:
t— 0.15
0.1
0
2012 2013 2014 2015 2016

Of the incidents in 2016, most related to an unintentional release
of certain substances (in varying quantities) from a DSM plant or
storage facility that could be remediated without further
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conseguences. There were a small number of incidents of a
different type, which are listed in the chapter ‘What still went
wrong in 2016’ on page 122.

For a full description of the personal safety and process safety
frequency indexes, see ‘Explanation of some concepts and
ratios’ on page 217.

DSM’s safety planning focuses on risks, to ensure that the
company’s efforts are primarily directed at the potential incidents
and situations that would pose the highest risk, and that steps
can be taken to avoid their occurrence. Adherence to DSM'’s Life
Saving Rules is also an important element in the internal auditing
system, which is applied at all levels of the organization —
corporate, business group and site.

Based on the incidents that have occurred in recent years, it is
clear that improving risk awareness and alertness among the
workforce is a crucial success factor. DSM will consequently
prioritize improvements to its behavioral systems in support of
this, with a key role for management in leading by example.

Further improvement will also be driven by continuing to
rigorously instill and enhance SHE competences at all levels. The
changes in DSM’s business portfolio in recent years have
inevitably led to differences in SHE maturity across the company.
Furthermore, our current operating network consists of more
smaller sites around the world than in the past, and these need
to be self-supporting in terms of SHE. We will deploy dedicated
classroom-based and on-the-job training to close these
competency gaps.

Employee health management

DSM recognizes that healthy working conditions make a
significant contribution to employee health and well-being. They
also have an important positive impact on employee
engagement and productivity. Employees and company alike
benefit from healthy working conditions in today's increasingly
fast-paced and competitive world. In response, we have
implemented policies and initiatives to safeguard employee
health by mitigating workplace risks, and to promote and
support employee health and well-being.

With a view to prevention, a training program on industrial
hygiene was launched in 2015 and continued in 2016. This aims
to ensure that DSM has adequate competences regarding
industrial hygiene at all sites, with an emphasis on ensuring that
appropriate control measures are in place.

DSM fosters a culture of health among its employees through
the Vitality@DSM program. This global health management
program provides employees with insights into their own
lifestyles and explains the consequences of unhealthy lifestyles.
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Ocean Nutrition Canada rises
to DSM’s SHE standards

In the past four years, DSM has acquired some 30 new sites,
all of which have had to adopt DSM’s strict SHE standards.
Ocean Nutrition Canada (ONC), a producer of fish oil-based
omega-3 with manufacturing sites in Peru, the US and
Canada, is an example.

DSM acquired ONC in 2012 and immediately communicated
the importance of full adoption of its SHE standards. A
dedicated SHE integration manager with DSM experience
was appointed to help the new organization manage this
process. DSM’s SHE requirements were more demanding
than those they replaced, so fulfilling these while managing all
the other integration activities and strategic projects, plus
keeping ONC'’s business running at the same time, was a
tough challenge for the ONC team.

DSM has a clear SHE integration process. We start by training
management in DSM’s expectations and standards, and
conducting zero assessments of all the plants. The findings of
these assessments form the basis for a three-year SHE
integration plan that focuses on controlling process safety
risks, implementing DSM'’s Life Saving Rules, and introducing
DSM’s SHE management system. The new DSM employees
approached the required changes with a positive attitude,
quickly achieving good results. DSM’s attention to employee
well-being and emphasis on training were highly appreciated,
and cooperation with existing DSM sites in the Americas
speeded the adoption of the new standards.

The positive impact of the SHE integration process was
confirmed by audits of the three ONC manufacturing sites
conducted by DSM’s Corporate Operational Audit
department. The process provides a template for the SHE
integration of any future acquisitions.

Dave Elder, Senior Director
e of Manufacturing at ONC,
. comments: “It’s been a very
. 1. interesting transition. We've
T" moved from wanting to avoid
; accidents on site to actively
managing our SHE

performance so as to
prevent potential incidents.”
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It also encourages them to take responsibility for changing any
unhealthy habits. To maximize engagement, cultural and
regional differences are taken into account. The Vitality@DSM
program has been running at DSM for almost 10 years, and in
2016 more than 1,500 employees participated in it.

Employees participating in Vitality@DSM receive a general health
check-up and fill in a self-assessment questionnaire to evaluate
their profile across the dimensions of nutrition, recovery, exercise
and mental health. A personal risk score and action plan is
provided to make employees aware of their own specific health-
related risks. According to the group report, compared to 2015,
the cost saving from productivity gains attributable to this
program reached approximately €200,000. Results from the
self-assessments employees have completed since the start of
the program show that 52% have moderate to very high stress
risk; 37% have moderate to very high risk of poor eating habits;
26% seldom or never exercise; and 28% are overweight or
obese.

In 2016, DSM participated in the Global Corporate Challenge, a
100-day worldwide program to improve personal health and
well-being. In small teams, employees went on a virtual journey
around the world, keeping track of their daily walking, cycling
and swimming activities. Across DSM, a total of 83 teams took
part in the program. On this journey, 78% of participants met the
recommended daily levels for physical effort (10,000 steps per
day). The program not only raises awareness of the need to be
active but also provides participants with information on good
nutrition and how to obtain better sleep. In addition, advice is
provided on mental health issues. The intention is to further
implement this program throughout DSM in the coming years.

A total of six occupational health cases were reported in 2016
(2015: 5). This number represents reported cases, and the real
figure may be higher. Cases may develop over a prolonged
period of time, and causes may be present in both working and
private life, with the work-related portion going
unacknowledged. Privacy concerns or cultural factors also
influence employees’ willingness to report and discuss personal
health issues. DSM continued to increase employee awareness
of occupational health issues and to increase transparency in the
reporting of all occupational health cases the company
encounters; for this, the Occupational Health network was
revitalized in 2016.

New organizational and operating model

In 2016, DSM continued to implement its new organizational and
operating model as part of its Strategy 2018. This focuses on
creating a more agile and cost-effective organization. It allows
DSM’s businesses to focus on growth and leverages the support
functions on a global level, and aims to achieve structural cost
savings of €125-150 million against the baseline of 2014. The
program aspires to deliver these savings in full by the end of
2017.
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Strong progress was made on the design and implementation
of new operating models for various support functions (Finance,
HR, ICT, Indirect Sourcing and Communication), enabling them
to deliver better service at lower cost. The creation of a common
Shared Service Organization for a number of these support
functions underpins this initiative. DSM also looked deeper into
the shared R&D units, aiming to increase their effectiveness and
obtain more yield from the same investment.

Additional efforts were made in internal communication
concerning organizational change and company culture. These
are aimed at creating a better understanding of the new
operating model among employees. Encouraging the mindset
and behavior necessary to make the new organizational set-up
a success will help DSM to achieve its long-term goals.

The organizational changes will result in a headcount reduction
of 900-1,100 FTEs. Close to 50% of these will be in the
Netherlands, and the remaining approximately 50% will be in the
other regions in which DSM operates.

DSM provides fair severance compensation and supports
redundant employees in their search for new employment. We
apply a clear, objective and transparent process in determining
which positions and employees are, regrettably, impacted. We
align with employee representation bodies where applicable
concerning this process, and we actively interact with works
councils.

“I'am very proud of DSM's employees. We remain
focused on delivering business results while the new
operating models come into effect. With their
dedication and hard work, our employees have
shown that it's possible to carry out a significant
reorganization and still deliver on our business
growth and performance goals.”

Peter Vrijsen, DSM Executive Committee
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ONE DSM Culture Agenda

The ONE DSM Culture Agenda aims to support the company’s
strategic objectives and to equip employees to respond to the
needs of an ever-changing world. The Culture Agenda focuses
on four themes, and is aimed at supporting employees in:
aligning with the realities of their operating environment; setting
ambitious targets and delivering on these; encouraging active
(co-)creation; and fostering an inclusive culture that embraces
differences. These themes create a common language across
the organization, and enhance a ONE DSM culture for all our
businesses and regions.

External
Orientation

Accountability
for Performance
(and Learning)

]

Collaboration with
Speed and Trust

Inclusion & Diversity

In 2016, particular emphasis was placed on the way the four
themes and their related behaviors support the implementation
of the new DSM organizational and operating model. The ONE
DSM Culture Agenda underpinned the roll-out and
communication of new operating models for DSM’s support
functions (e.g. Finance and IT in 2016) as well as driving adoption
of the supportive mindset and behaviors needed to help achieve
DSM’s ambitious organic growth and cost-saving targets.

Continuous improvement

One of the ways in which we drive organizational performance
is by fostering a culture of continuous improvement across our
sites and operational environments. Our employees are involved
in managing processes on a day-to-day basis; they experience
bottlenecks and inefficiencies as they occur in practice, often
before these are noticed through the application of formal
improvement methodologies. The DSM Integral Continuous
Improvement (DICI) journey is currently running across
approximately 40% of DSM’s manufacturing operations. With
DICI, we are empowering employees to be able to make
continuous process improvements themselves. Sometimes
these improvements can be local or relate to specific process
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steps, but since they can be repeated many times, small
changes can add up to have a big impact.

- In Shunde (China), a productivity improvement initiative was
started that links employee benefits with both business
demand (high quality & low cost) and individual competency
development. This resulted in more flexibility and productivity
from the operators, increased production, and positively
impacted their income, leading to a higher engagement with
strong reduction in the turnover rate among operators.

- A group of production operators and engineers at our
Kingstree site (South Carolina, USA) uncovered a hidden
design flaw that allowed oil and end-product to enter the clean
hexane stream (the final wash in the system). This has resulted
in an annual saving of approximately USD 1,000,000 for an
investment of less than USD 1,000.

Inclusion & Diversity

DSM has a focused Inclusion & Diversity strategy, which is aimed
at better reflecting and leveraging our global profile in our
workforce.

For Diversity, our immediate priority is to increase the number of
women and under-represented nationalities in executive
positions. Our aim for 2020 is for 25% of executives to be female
and for at least 60% of executives to be from under-represented
nationalities.

Over recent years, the number of female executives had
increased steadily to reach 15% in 2015. In 2016, this number
remained stable at 15%.

Given the relatively small number of Managing Board members,
the composition of the Managing Board in 2016, with one female
and three male members, came very close to the 30%
prescribed by Dutch legislation in terms of gender balance. The
current composition of the Supervisory Board is well balanced,
in terms of both gender and nationalities, and is in line with Dutch
legislation in this regard. More than one third of the members are
women (of the seven Supervisory Board members, three are
female and four are male). Furthermore, in the Supervisory Board
of DSM Nederland B.V., a subsidiary of Royal DSM, one of the
three members is female.

Gender balance will continue to require attention, and DSM’s
Executive Committee has devoted considerable energy to this
topic in order to further move the needle. DSM’s CEO and
Chairman, Feike Sijbesma, has signed the CEO Statement of
Support for the United Nations Women's Empowerment
Principles, signaling the company's support for gender equality
and for the guidance provided by these principles. DSM is taking
concrete steps to implement these principles through its
Inclusion & Diversity strategy. In addition to recruiting female
executives, DSM also focuses on developing female executives
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from its internal talent pool, and engages in various activities that
foster new ways of working and changes in behavior.

In terms of a representative balance of nationalities, DSM still has
a considerable number of Dutch nationals among its executives.
We aim to further diversify our executive population and aspire

to have 60% of executives from under-represented nationalities
in 2020. In 2016, this improved to 53% (2015: 49%). See also

‘Sustainability statements — People’ on page 127.

Going forward, DSM continues to address the geographical
distribution of executives and other key functions, keeping a
keen eye on gender and nationality balance, as these remain the
essential diversity aspects to foster at this stage. We have set
new short-term targets to speed our progress in this regard, and
aspire to achieve annual incremental growth of 2% for both
gender and under-represented nationalities for the executive
populationin 2017 and 2018. As of 2017, similar targets will also
apply to positions immediately below executive level, to ensure
a diverse talent pipeline.

DSM's inclusion efforts are reflected in an improving Inclusion
Index, which has continued to increase year on year, reaching
73% in 2016 (2015: 72%). The consistent improvement of this
index suggests that sustained progress is being made in creating
and maintaining inclusive environments across the company.

The DSM Inclusion & Diversity Council, chaired since 2015 by
Managing Board member Stephan Tanda, plays a leading role
in driving the achievement of the Inclusion & Diversity targets,
and in supporting all DSM businesses in creating an inclusive
environment in which diversity is embraced.

Workforce engagement

An engaged workforce is essential for DSM to achieve its
ambitions. The DSM Employee Engagement Survey, which has
been run annually since 2007, is a tool for understanding the level
of engagement employees feel for DSM and their work, and the
improvements required for DSM to become a high-performing
company. The goal is to ensure that DSM is a place where
employees feel proud to work, and where they feel they can
excel.

In 2016, a total of 15,338 employees (including 264 contractors)
completed the questionnaire, which was distributed to all DSM
employees (online in 22 languages and on paper in 7). This
represents a very high response rate of 79%. This high
participation level gives us a more complete picture of what is
working well, and where we need to improve further.

The prime focus of the survey is the measurement of DSM’s
Employee Engagement Index, which is the percentage of
employees scoring favorably on a combination of four attributes:
commitment, pride, advocacy and satisfaction. The Employee
Engagement Index measured in 2016 was 71% (2015: 69%).
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This is slightly ahead of the overall global norm of 70%. For the
highest-performing companies around the world, the
benchmark number is 81%. This is the league to which DSM
aspires, and we have set an intermediate target for 2020 of
toward 75%.

The engagement survey also provides essential information
about our employees’ views on topics such as DSM’s new
strategy, working conditions, open communication, career
development, sustainability, inclusion, and diversity. These
insights have led to real and measurable improvements. For
example, the score for “| believe DSM has a promising future”
moved from 65% in 2015 to 78% in 2016. This increase clearly
indicates the belief that our employees have in the overall DSM
strategy going forward. This conviction is also an important
engagement driver at DSM. The overall score on improving
career development is a point for attention; although the
percentage increased (from 58% to 61%), we aim higher. Our
people managers play a pivotal role in this effort, investing time
with employees to regularly review their career aspirations and
identify opportunities for learning and development.

Leadership & people management programs
DSM Leadership Model
The DSM Leadership Model specifies the behavior DSM expects

from its leaders and people managers. The model provides a
common vision and language for leadership at DSM.

DSM Leadership Model: capabilities and expectations

Develop
®© 2012 Royal DSM

In 2016, we continued to embed the Leadership Model in our
key processes for hiring, developing, evaluating and managing
talent across the organization and for building high-performing
teams. The further roll-out of the model to all senior managers
continued throughout 2016 with an upgrade of program content,
and with 95% of this population being trained by the end of 2016.

To encourage self-learning beyond the training program, DSM
created multiple e-learning modules on each component of the
Leadership Model in a digital learning platform called Bright
Learning, and simplified the process and tooling for providing
360-degree feedback on the model. In addition, the range of
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employees evaluated in respect of the Leadership Model in their
Annual Performance Review has been expanded beyond
executives to cover all employees in senior management
positions in 2016.

People Manager 2018

DSM recognizes that its people managers (i.e. line managers)
play a critical role in achieving Strategy 2018: Driving Profitable
Growth. To support them, DSM launched a development
program called DSM People Manager 2018. The program offers
a monthly virtual development campaign that contains learning
resources on a selected topic relevant for people managers at
that time of the year. For example, the topic for January was
‘Goal Setting’, and the May campaign helped them prepare for
career development conversations with their employees. People
managers can make use of the digital learning resources (e.g.
videos, articles and e-learnings) whenever they want. A survey
among people managers showed that 66% of respondents
visited the campaign sites multiple times. Of the respondents,
54% felt the campaigns were very relevant for their role as a
people manager, with 41% neutral and only 5% who did not feel
the campaigns were very relevant. The program will run until
2018.

DSM Lead & Grow program

DO

With the many challenges that the global economy poses,
DSM's Strategy 2018 requires our leadership to think and act
differently — to fully understand macro-economic trends, use
creative and dilemma-solving techniques, and engage and
develop the best talent to help the company on its chosen path.

To facilitate strategy execution company-wide, DSM has
collaborated with a leading corporate education company to
create the DSM Lead & Grow program. Key elements include:
external orientation, creative thinking and organization & people.

Lead & Grow was run as a pilot with a group of DSM senior
leaders in May 2016, and received excellent feedback regarding
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both effectiveness and relevance. Based on this successful pilot,
Lead & Grow will be rolled out to all DSM executives by
mid-2017.

Developing and managing our talent

DSM talent management approach

In 2016, DSM rolled out a new global talent management
approach across the company. An analysis of the company’s
talent pipeline and its fit with the new strategic growth plans was
carried out. It found that DSM requires a good balance between
the profound expertise which delivers value for our customers,
and the broad agility which is needed to operate in an
increasingly complex and volatile environment.

During the year, almost 8,000 of our employees were assessed
in terms of their long-term performance and their learning agility.
This helped identify individual employees’ current strengths, as
well as to craft targeted development plans. Multiple reviews
were carried out throughout the year within business groups,
regions and global functions, to ensure maximum objectivity and
consistency of assessment (the same individual would be
assessed more than once from different viewpoints). New talent
designations were introduced to identify employees at different
organizational levels whose development could be accelerated
S0 as to prepare them for some of the company’s future
challenges.

During a three-day DSM Talent Review, the Executive
Committee reviewed a global analysis of DSM'’s talent pipeline,
as well as a full assessment of succession strength for DSM’s
key global positions. A best-in-class talent management
application, Talent Suite, was introduced to support an efficient
and consistent process globally.

The new talent management approach has received very good
feedback from DSM’s management. In a year with changing
operating models, the investments made in talent management
were perceived as both necessary and effective. The global
talent pipeline analysis allowed the Executive Committee to
identify some clear actions for the future, including new
programs that will be rolled out in 2017 and 2018, to further
strengthen DSM’s long-term talent pipeline in order to meet the
future challenges of the customers and markets we serve.

Accountability for performance

Accountability for performance plays an important role in
achieving DSM’s Strategy 2018. To prepare for this, in 2015
DSM adjusted the goal setting and performance evaluations for
its employees, and globally launched an online performance and
goal evaluation tool. This tool is globally managed and is available
to 13,000 employees. All other employees participate in
performance evaluations on paper, or using other local systems.
At the beginning of 2016, employees were invited to set 'Fewer,
Bigger, Better Goals', to create focus on measurable, relevant
and challenging targets.
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To make employees’ performance reviews more powerful, DSM
also introduced a self-evaluation component to the global tool
so that employees can review their own achievements as well as
reflect on important experiences and key learnings over the past
year.

Talent acquisition

During 2016, much progress was made on DSM’s approach to
talent acquisition. All operational recruitment at the managerial
level and below has been outsourced through a partnership with
an external provider in order to enhance process efficiency and
flexibility. A total of 1,256 employees were hired via our newly
implemented recruitment process in 2016. The global talent
acquisition team also focused on building and delivering
functional expertise, designing new recruitment processes,
policies and guidelines, and developing a supporting system that
is integrated with talent management. In an effort to increase the
diversity of the candidates we attract and hire, various initiatives
were piloted, including targeted online recruitment campaigns
and the design of an in-depth interview training course on bias-
free assessment.

Learning and development

Learning and development contributes to the implementation of
DSM’s strategy by building the core capabilities for driving
profitable growth.

DSM is creating a learning culture in which employees see
learning as an opportunity to grow. We work in close cooperation
with leading international business schools and global training
providers such as the International Institute for Management
Development in Lausanne (Switzerland) and the Rotterdam
School of Management (Netherlands) to design high-quality
training courses.

Fast facts

- In 2016, DSM offered over 150 training programs,
attracting 3,000 enrolments.

- DSM employees (as registered in DSM's global HR and
training systems) received an average of 25 hours training
each in 2016.

- 166 employees participated in the Bright Talent Program.

- Ninety-five percent of DSM'’s leadership population has
so far been trained in the DSM Leadership Model.

- In 2016, a comprehensive online learning platform was
launched. Called Bright Learning, it consists of more than
2,150 learning modules.

- A new global mentoring approach is being developed,
comprising an online platform to self-initiate mentoring
relationships plus a supporting toolkit.
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New Bright Learning platform

In 2016, DSM introduced a comprehensive online learning
platform comprising more than 2,150 learning modules. This
platform has unlimited use for the target audience and offers
the opportunity to acquire new knowledge and develop skills
anytime, anywhere.

Key user Vijendra Desai, Global
Service Line Manager at the
Global Delivery Center in
Hyderabad (India), describes his
experience with the platform.

“The Bright Learning platform has

really helped my learning and

development at DSM. | try to do

a course whenever my schedule

allows. The best thing about the platform is that | can explore
topics closely related to the department that | work in, as well
as other subjects that have a bearing on my job. The platform
has helped expand my own professional knowledge. | use it
to prepare for workshops and training sessions, and as a
manager, | make sure to share some of my own experiences
with my team. | also encourage staff to use the platform
themselves.”

Alexander Schellekens, Vice
President Finance, DSM Food
Specialties, likewise finds the
platform very useful for his job.

“| use the Bright Learning

platform to select training topics

based on my personal leadership

development plan or the current

situation of my business or

department. | use the app to watch short videos about topics
that seem of interest. Also when | need to generate some
energy, a short learning session is great, offering new insights
and ideas. Bright Learning also provides me with very practical
tools and tips for dealing with our rapidly changing
environment. It keeps me up to date with the latest insights.
It also forces me to engage more actively in my personal
development as a leader: you're never too old or too
experienced to learn.”

www.dsm.com



DSM aims to make learning more accessible so that employees
can benefit from development opportunities anytime, anywhere.
In addition to formal learning (such as classroom training) we are
putting more emphasis on the role of learning through others
(such as peer group learning) and learning through experiences
(such as guided on-the-job experiences).

The DSM Training Portfolio is available to all employees. It offers
a wide selection of programs to build leadership along with
functional and professional skills. We are in the process of
evaluating the business impact of our learning and development
programs.

International Labour Organisation (ILO)

DSM applies the International Labour Standards of the ILO. DSM
respects the role of works councils and collective bargaining,
and in countries or business where they represent employees
we work constructively with these groups. As is the case in the
implementation of our new organizational and operating model,
DSM develops and implements a social or severance program
in the event of significant reorganizations. DSM promotes
employee empowerment and human rights protection and
maintains dialogues with its employees and representative
bodies to enable this. See ‘New organizational and operating
model’ in this chapter.

Human rights

Respecting human rights is essential in all DSM’s activities. The
basic rights and freedoms to which all people are entitled should
be understood, respected and promoted by companies as a
cornerstone of being a socially responsible business.

DSM has a longstanding commitment to international
declarations and instruments that safeguard human rights,
including:

- the UN Universal Declaration of Human Rights;

- the UN Guiding Principles on Business and Human Rights (the
Ruggie Framework);

- the ILO International Labour Standards; and

- the OECD Guidelines for Multinational Enterprises.

We have been a signatory to the UN Global Compact since
2007.

Respecting and recognizing human rights is an integral part of
existing DSM policies and programs. In addition, DSM has
published a human rights position paper to further underscore
our commitment. A Human Rights Policy forms the basis to
further embed the responsibility to respect human rights in all
business functions and regions. DSM’s global whistleblower
policy (DSM Alert) is in place for both employees and external
stakeholders to report any perceived violations of human rights
as well as violations of laws and regulations.
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DSM has mapped the potential human rights impacts of the
company’s business activities through a global risk assessment.
The assessment has shown that the categories of human rights
most relevant and applicable to DSM relates to employees'
working conditions and our supply chain. This is why we review
and update the company’s HR policies and procedures on an
ongoing basis. DSM has developed and implemented a global
rewards/compensation strategy with the intention of ensuring
consistency and fairness (fair pay) in our reward programs across
business groups, employee segments and geographies. Regular
reviews of policies and guidelines are carried out to make sure
they are up to date and meet the standards of our global
rewards/compensation strategy.

Beyond our own operations, potential labor and human rights
impacts are taken care of through our Supplier Sustainability
Program (SSP). The compliance part of our SSP means that we
screen suppliers on potential human rights impacts via
sustainability assessments and audits. Read more about our
SSP and how we manage potential human rights impacts within
our supply chain on page 31.

DSM statement on modern slavery

DSM values international business standards and we are
committed to ensuring that there is no slavery, forced labor
or human trafficking in our supply chains or in any part of
our business. Our Supplier Code of Conduct (SCoC)
reflects our commitment to acting ethically and with integrity
in our business relationships and the commitment we
expect from our suppliers to do the same. As part of our
initiative to identify and mitigate risks of slavery, forced labor
and human trafficking occurring in our supply chains, each
of our suppliers is required to sign up to our SCoC in order
to work with us and in 2016, our SCoC coverage was 96%.
Our suppliers are contractually obliged to comply with its
terms and DSM'’s business and ethical standards. Our
SCoC expressly prohibits involvement in human trafficking
and the use of slavery, forced labor or child labor.

Besides monitoring compliance with the above, we are
working to identify where the greatest risks of slavery,
forced labor and human trafficking arise within our business
and supply chains, and are reviewing our procedures and
policies for combatting slavery and human trafficking,
including assessing the need to revise our internal
processes and enhance the due diligence we conduct on
our suppliers.
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Planet in 2016

DSM’s operating network spans more than 100 commercial
production facilities in over 40 countries. We report on the
environmental impact of these business operations, and commit
to delivering improvements, solutions and innovations that
contribute to protecting the planet. We aim to improve both our
own and our supply chain’s environmental footprint, and to
deliver environmental benefits to customers and end-users
through our Brighter Living Solutions. In our value chain, our key
Planet inputs are raw materials (including renewables), energy
(including renewables) and water.

This chapter describes our approach toward environmental
topics relating to natural capitals that appear in DSM’s materiality
matrix — Climate change & renewable energy, Resource
scarcity / Circular & bio-based economy, Water security,
Biodiversity — as well as other relevant topics such as waste,
emissions to air, and product stewardship. Our Planet approach
directly influences some of the Sustainable Development Goals,
such as SDG 7 (Affordable and Clean Energy), SDG 12
(Responsible Consumption and Production) and SDG 13
(Climate Action). The topic Sustainable food systems is
addressed in 'Review of business - Nutrition’ from page 64
onwards. The Planet performance elements are detailed in
‘Sustainability statements — Planet’ on page 128. See also ‘How
DSM creates value for its stakeholders’ on page 20 and
‘Stakeholder engagement’ on page 24.

DSM Responsible Care Plan 2016-2020

DSM’s Responsible Care Plan 2016-2020 is an integral part of
the company’s Strategy 2018: Driving Profitable Growth. This
plan comprises ambitions, targets and actions in the field of
safety, health, environment, sustainable value chains (Product
Stewardship and sustainable products) and security.

DSM’s main environmental target is a further reduction of
greenhouse-gas (GHG) emissions per unit of product, in other
words, improving our GHG efficiency. Building on the 20%
efficiency improvement achieved from 2008-2015, we raised the
bar again last year when we set our current target, which aims
for at least a further 25% GHG efficiency improvement for the
period 2016-2025. This will bring the anticipated total GHG
efficiency gains in the period 2008-2025 to 40-45%. DSM’s
GHG reductions are being driven by improving our energy
efficiency by 10% by 2025 compared to 2015, purchasing at
least 50% of our electricity from renewable sources by 2025, and
exploiting opportunities for heat and fuel from renewable
sources.

DSM operates in some regions where concerns exist about
water security and air pollution levels. Consequently, we have
also defined targets relating to water and emissions to air. As
part of our sustainability ambitions and the transition to a circular
economy, a waste recycling target has been defined.
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How DSM creates value

Planet

Greenhouse-gas
emissions

(in million tons CO,eq)

1.5

Energy use
(in petajoules)
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Purchased electricity
from renewables
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Our Planet approach engages with SDG 7 (Affordable and
Clean Energy), SDG 12 (Responsible Consumption and
Production) and SDG 13 (Climate Action)
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The year 2016 is the first year in which the acquisitions of the
Dyneema site in Mesa (Arizona, USA) and the DSM Nutritional
Products site in Jiangshan (China), as well as the activities of the
new DSM Engineering Plastics NHU joint venture in Zhejiang
(China) have been included in the environmental reporting.

Planet Indicators
Targets

GHG efficiency improvement

Energy efficiency improvement
2015)

Electricity purchased from renewable sources

Reduction of emissions to air per unit of

product (VOC, NO,, SO,)

Waste

Water

40-45% (2008-2025)
>1% annually (>10% in 2025, reference

50% in 2025
40% in 2020 (reference 2015)

80-90% recycled by 2020
Water risk assessments completed on

The contribution of DSM Jiangshan is material to DSM's Planet
reporting. The data of these new units are included in the
reported totals but cannot be included in the efficiency
improvement indicators yet, since there is no prior reference year
available.

Realization 2016

23%
2%

8%
25%

83%
67%

90% of selected sites by 2020

Climate change & renewable energy

It is widely accepted that certain gases (e.g. carbon dioxide,
methane, nitrous oxide) contribute significantly to climate
change. These gases, which are also emitted due to a wide
range of human activities, intensify the planet’s natural
greenhouse effect, causing global warming. DSM is deeply
committed to combat climate change by reducing the impact of
our own operations and in our supply chains, by enabling our
customers through providing low-carbon products and
solutions, and through advocating climate action.

To encourage investments in low-carbon or carbon-free
technologies, DSM includes the financial impact of GHG
emissions (scope 1 and 2) through internal carbon pricing in the
valuations of large investment projects from 2016 onwards. For
each large investment proposal at DSM, two business cases
have to be presented - one with and one without an internal
carbon price of €50/t CO,eq. See ‘Stakeholder engagement’ on
page 24 to read more about DSM’s activities in climate advocacy
with governments, collaborative platforms and business
networks on topics including renewable energy and carbon
pricing.

Greenhouse-gas (GHG) emissions

DSM has applied the Greenhouse Gas Protocol, developed by
the World Resources Institute (WRI) and the World Business
Council for Sustainable Development (WBCSD), to report GHG
emissions (scope 1, 2 and 3) since 2008. In 2016, DSM further
improved its GHG reporting by implementing the latest GHG
Protocol scope 2 guidance (2015), updating all of its used
emission factors and including all GHG emissions related to
electricity and steam generated on-site that is exported to third
parties. These improvements in the GHG reporting methodology
contributed to an overall increase in our reported emissions.
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By implementing the GHG Protocol scope 2 guidance, the scope
2 emissions from our purchased electricity are now also
calculated using the so-called ‘market-based’ method, reflecting
GHG emissions from electricity that DSM has purposefully
chosen to contract, in addition to the ‘location-based’” method
that reflects the average GHG emissions intensity of grids on
which electricity consumption occurs.

“Everyone needs to act if we are going to successfully
tackle climate change and transition to a low fossil-
carbon economy. We made good progressin 2016
in improving DSM’s environmental efficiency on a
number of key measures, as well as taking a big
step in renewable energy. Our innovative,
sustainable solutions also enable customers to
reduce their emissions in turn.”

Feike Sijpesma, CEO/Chairman Managing Board
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GHG emissions scope 1 & 2

In 2016, DSM emitted a total of 1.5 million tons of CO,eq
(location-based), which is an increase of 0.4 million tons
compared to 2015. The increase is mainly caused by the
inclusion of recent acquisitions in DSM's environmental reporting
(0.2 million tons CO,eq), the inclusion of emissions related to
electricity and steam generated on-site that is exported to third
parties (0.1 million tons CO,eq) and the improvements made to
the reporting mentioned above. Our market-based scope 1 & 2
GHG emissions were 1.4 million tons.

GHG emissions related to on-site-generated electricity and
steam exported to third parties made up 8% of total GHG
emissions. The GHG emissions related to exported energy are
excluded from the determination of DSM's own GHG efficiency
improvement.

In 2016, DSM’s GHG efficiency improved by 4% versus 2015
(both years location-based). A new high efficiency separation
technology at DSM Nutritional Products in Dalry (UK) combined
with higher production volumes, especially of products with a
lower specific energy usage, contributed significantly to this
improvement. Additional significant contributions came from our
site in Grenzach (Germany), which had a higher utilization rate of
its combined on-site heat and power plant.

Greenhouse-gas emissions in DSM’s value chain
in million tons, CO,eq

B Purchased goods and services
B Purchased electricity and steam
H DSM
End-of-life-treatment of sold products and Investments

~10 million

CO,eq

1.0 million
0.5 million

scope scope

3 o

indirect indirect indirect

Downstream
activities

Upstream activities DSM
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GHG emissions scope 3

The Greenhouse Gas Protocol, Corporate Value Chain
Standard defines scope 3 emissions as all indirect emissions
occurring in the value chain that are not included in scope 2,
including both upstream and downstream emissions. As such,
the reported scope 3 emissions cover many different aspects of
the value chain and are therefore largely based on global
averages, estimates, extrapolations and assumptions. DSM
applies the WBCSD 'Guidance for Accounting & Reporting
Corporate GHG emissions in the Chemical Sector Value Chain'
to determine the scope 3 emissions per category.

In 2016, DSM determined its scope 3 emissions bottom-up and
not by extrapolation as in 2015. DSM's scope 3 emissions in
2016 were slightly above 2015 levels. The increases in
Purchased goods and services and End-of-life-treatment of sold
products are mainly the result of higher production volumes. The
Investments category went down due to fewer participations in
2016. Other changes are assumed to be relatively minor and
within the limits of scope 3 reporting accuracy. It should be noted
that DSM's scope 3 emissions for 2015 have been restated to
correct for an omission following the deconsolidation of DSM
Fibre Intermediates and Composite Resins last year.

DSM strives to achieve a sustained reduction of its carbon
footprint across the value chain, for example through the DSM
Supplier Sustainability Program (SSP). See also 'Stakeholder
engagement — ‘Suppliers’ on page 31 to read more about our
SSP strategy.

DSM’s greenhouse-gas emissions (scope 3)

Il Purchased goods and services
Il End-of-life-treatment of sold products
Investments

12,000

10,000 9,900

9,090

8,000 77300

6,400

6,000

CO,eq, kilotons

4,000

2,000

2016

2015
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Avoided emissions

Avoided emissions are defined as the difference between the life
cycle GHG emissions from the products and solutions of the
reporting company, and comparable solutions (i.e. a
conventional product or market average). We apply the WBCSD
and International Council of Chemical Associations (ICCA)
guidelines for accounting and reporting GHG emissions avoided
along the value chain for the chemicals sector.

DSM is actively involved in the latest review and update of these
guidelines. Their principles are applied as part of DSM’s Brighter
Living Solutions program, whereby one of the drivers is to have
measurably lower GHG emissions along the life cycle. Applicable
DSM products and solutions for which avoided GHG emissions
may be evaluated include proprietary enzymes and cultures for
use within the food and beverage industry, animal feed additives,
and lightweight cargo nets made from Dyneema® fiber.

A further example where DSM helps its customers avoid
emissions is the application of Uralac® Ultra powder coatings for
heat-sensitive substrates such as wood, which can result in a
reduction of up to 80% in the carbon footprint of the applied
coating when compared to conventional technologies. With
DSM’s strategic focus on Brighter Living Solutions, we aim to
continue increasing the number of innovations and sales in
products and solutions that contribute to avoided GHG
emissions.

“The longer we take to move to a low fossil-carbon
economy, the higher the costs for future generations and
for those already at risk today. Effective and inclusive
carbon pricing can facilitate and speed up this transition. At
DSM, we apply an internal price of €50 per ton CO,eq.

| am pleased to see that a rapidly growing movement of
organizations, including thousands of companies, also sees
climate action as both an inevitable opportunity and a moral
responsibility.”

Feike Sijbesma, Co-Chair Carbon Pricing Leadership
Coalition

DSM’s energy transition

DSM’s total annual energy consumption increased from 20.9 to
22.6 petajoules in 2016. The increase is related to the inclusion
of recent acquisitions in DSM's reported figures in 2016.

Improving energy efficiency is the most cost-effective way to
reduce GHG emissions in our operations. DSM’s energy
roadmap prioritizes investments in energy-efficient technologies
and practices that reduce emissions and costs. In 2016, DSM’s
energy efficiency improved by 2% compared to 2015. A multi-
year energy efficiency improvement program is in place to obtain
an annual improvement of at least 1%.
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In 2016, DSM implemented various energy efficiency
improvement projects and initiated new studies and projects that
will deliver energy reductions in the years to come. These
investments in 2016 amounted to €8.7 million and when fully
implemented are expected to deliver around 1.5% in structural
energy efficiency improvements, as well as an annual cost saving
of approximately € 2.3 million. The projects include both smaller
operational and maintenance improvements, as well as the
replacement of less efficient process equipment. The main
energy efficiency improvements were achieved at two DSM
Nutritional Products sites where older cooling equipment was
replaced by state-of-the-art equipment, as well as by a process
improvement project to replace a single-stage unit with a two-
stage distillation unit at our hydrocolloids site in China.

Renewable energy

DSM is committed to the responsible, efficient use of electricity.
We are a signatory to the Climate Group’s RE100, which brings
together the world’s leading companies committed to sourcing
100% of their electricity from renewable sources at the earliest

possible opportunity.

Our intermediate target for 2025 is for 50% of DSM’s purchased
electricity to be obtained from renewable resources. We do this
by engaging in purchase power agreements, securing
Renewable Electricity Certificates and increasing the amount of
renewable electricity generated on-site. However, DSM is
dependent on the availability of renewable electricity from the
grid or through local electricity production. Regulations and
policies on renewable energy vary from country to country,
affecting our ability to scale up our procurement of electricity
from renewable sources. Consequently we actively collaborate
with authorities and other companies to jointly scale up the
supply of electricity from renewable sources on the grid (also
referred to as ‘additionality’). In 2016, 8% of purchased electricity
came from renewable sources. We took a big step in the year
with DSM's participation in Windpark Krammer, see the case
study on the next page.

Water security

Water and waste water

Water is essential for life. Global water demand has risen sharply
during recent decades, while the availability of water resources
is changing due to multiple factors. As a result, more and more
regions face water stress, including regions in which DSM
operates. Our water program focuses on identifying and
mitigating water risks in these regions. DSM sites that are either
located in areas with short- or long-term water scarcity risks or
have waste water discharge levels above Best Available
Technigues have to perform a water risk assessment and
implement appropriate measures to mitigate adverse effects on
water quality and availability. At the end of 2016, 67% of DSM's
applicable sites had a valid water risk assessment in place as
well as plans to execute the measures defined.
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From 2016 onwards, DSM reports water consumption in
addition to water use. Our water use includes water used for
‘once-through cooling’ that is returned to the original water
source after use. Water consumption is the portion of water used
that is not returned to the original water source after being
withdrawn and as such is a better indicator with which to
manage DSM's impact on water availability. Compared to 2015,
water use was up 3% to 104 million m3, the increase being
almost entirely driven by a higher city water consumption due to
the inclusion of new acquisitions in the reporting. DSM's water
consumption was 22 million m3 in 2016.

DSM'’s water pollution reduction programs aim to reduce total
water pollution, mainly through reductions in Chemical Oxygen
Demand. Performance on this measure improved by 4%
compared to 2015, largely as a result of improvements at our
sites in Sisseln (Switzerland), Delft (Netherlands) and Wilmington
(Massachusetts, USA).

Waste

As part of our ambitions to move toward a circular economy, we
aim to reduce the amount of waste produced at DSM. The waste
that is produced is preferably recycled; our recycling target helps
us drive this. Landfilling waste is the least preferred alternative.
Our definition for waste recycled is the percentage of total waste
related to normal operations that is recycled, or, if that is not
possible, incinerated off site with heat recovery. In 2016, this
applied to 83% of DSM's waste, providing a good basis to reach
the upper end of the targeted range by 2020.

Other emissions to air

Other emissions to air include VOC, NO, and SO,. While
absolute emissions increased due to the inclusion of recent
acquisitions in the scope for Planet reporting as stated above,
DSM further reduced its other emissions to air per unit of product
in 2016, thereby improving our efficiency in this regard. This
came to a 25% reduction by the end of 2016, which is firmly on
track toward our target of a 40% reduction by 2020. The main
contribution to this improvement came from a DSM Dyneema
site in China: 2016 was the first full year in which a new emission
abatement system was operational. An overview of the absolute
emissions can be found in the ‘Sustainability statements —
Planet’ on page 128.

Biodiversity

DSM identifies and monitors protected areas in the vicinity of its
sites and our impact on them. Sixty percent of our sites have
been identified as being located in or adjacent to areas of high
biodiversity value. In all cases, production sites are operating
within applicable limits, as defined by local authorities. See also
‘Stakeholder engagement’ on page 24 and DSM’s position
paper on Biodiversity on the company website.
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Companies have scale to help
transition to renewables

In the Netherlands, DSM has joined forces with AkzoNobel,
Google and Philips in undertaking a long-term agreement to
source power from local renewable energy projects. The first
project the consortium has engaged in is a unique ‘bottom-
up’ initiative — Windpark Krammer — in which local citizens
have come together in cooperatives to drive the development
of a wind farm in partnership with the four companies. This is
the first time in the Netherlands that a group of multinational
companies has teamed up with local citizens to create what
is effectively a consumer-to-business energy partnership; the
consortium’s participation is crucial to the project’s funding.

This bottom-up approach is an interesting, win-win model,
because highly engaged individuals, industrial-scale users,
windfarm developers and the achievement of the national
Dutch renewable energy target all benefit.

When Windpark Krammer comes online in 2018, around 5%
of its output will be used to provide local homes and small
businesses with renewable power, while the remaining 95%
will be used by the consortium’s four industrial partners. Once
at full capacity, Windpark Krammer will supply DSM with
90GWh of renewable electricity annually — nearly 10% of the
total amount of electricity DSM purchased in 2016.

Windpark Krammer is the largest citizen’s initiative in the
Netherlands. The more than 4,000 members of the
cooperatives and Zeeuwind and Deltawind have taken the
initiative to develop the wind farm on and around the
Krammersluizen in the Dutch province of Zeeland. The
consortium partners have agreed to source a total of 350GWh
a year of green electricity from the windpark, equivalent to the
total annual consumption of 100,000 households.
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Resource scarcity / Circular & bio-based economy

The world’s growing population and expanding middle class are
increasing the demand for food, materials, and energy. DSM is
dedicated to securing the future availability of natural resources,
and to unlocking more value from the limited resources that are
available. In this regard, we support the inevitable transition the
world must make toward a circular and bio-based economy,
which requires a different way of thinking compared to linear
value chains.

The Ellen MacArthur Foundation defines the circular economy as
one which is "restorative and regenerative by design, and aims
to keep products, components, and materials at their highest
utility and value at all times." It is a continuous positive
development cycle that preserves and enhances natural capital,
optimizes resource yields, and minimizes system risks by
managing finite stocks and renewable flows.

DSM adopts a multi-faceted approach to the circular and bio-
based economy. We are focused on exploring ways to:

- Reduce the use of critical resources
- Enable recycling and redesign with smart materials
- Advocate the circular and bio-based economy

We also consider the sharing economy as part of the circular
economy. In this regard, we are looking into new business
models and opportunities for our Materials businesses. The
concept of increased joint ownership of products such as cars
may lead to a reduced demand for such products in the future;
this could present an opportunity for DSM’s high-quality, longer-
lasting solutions, as well as forming a risk for parts of our current
product portfolio.

Circular economy
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In 2016, DSM continued to pursue new circular and bio-based
opportunities within its businesses in the framework of its
Brighter Living Solutions program, as well as in DSM Bio-based
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Products & Services, and new ventures such as DSM-Niaga.
See also ‘Stakeholder engagement’ on page 24, '‘Review of
business - Materials' and 'Review of business - Innovation
Center' from page 74 and page 82 onwards respectively.

Renewable raw materials

DSM views the use of renewable resources as an essential step
in securing future resource availability. In addition to energy from
renewable sources, DSM is looking toward opportunities in
renewable raw materials. Our memberships of the Ellen
MacArthur Foundation CE100 and the Low Carbon Technology
Partnership, led by the WBCSD, provide insight into new ways
in which DSM can incorporate renewable raw materials into its
processes. These collaborations also help position the role of
waste streams and low carbon-intensive fuels as viable
alternatives. Our Niaga collaboration and POET-DSM
partnership continue to demonstrate this.

DSM selects renewable raw material suppliers where feasible.
Renewable raw materials used by DSM include waste from the
agricultural industry, yeasts and enzymes, carbohydrates, and
natural oils and acids. In 2016, DSM’s spend on raw materials
relating to renewable raw materials rose to 16.5% (2015: 16%)
due to increased demand for our nutrition and health products.
See also DSM’s position paper on sustainable biomass on the
company website.

Product Stewardship

DSM'’s sustainability strategy is supported by Product
Stewardship, whereby we provide transparency and clarity on
substances and their safe production, processing, use and
disposal. DSM recognizes both the impact and the benefit of a
Product Stewardship strategy as part of our own responsibility
in the full value chain, in line with the principles of Responsible
Care.

Last year, DSM raised its ambitions in Product Stewardship to
address societal and external opportunities, requirements and
expectations, in line with our sustainability programs. Our vision
for Product Stewardship is for it to be part of ‘our way of
working’. In 2016, the following progress was made in this area:

- A global competence plan based on a SWOT analysis was
prepared in order to give direction and provide context on the
role of Product Stewardship.

- We initiated a continuous improvement program to control
Substances of Very High Concern (SVHC) in DSM products
and within the supply chain.

- A ‘Product Stewardship Network’ was established at central
level, coordinating the efforts of the Product Stewardship
groups within our business groups.

- Our efforts were recognized by Chemical Watch in their special
report 'Business Guide to Safer Chemicals'.

Regarding the control of SVHCs, DSM assesses all substances
of which more than 1 ton per year is used in its processes so as
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to identify and monitor long-term human and environmental
hazards. This assessment will be completed by the end of 2020.
Identified SVHCs need to be reported in a DSM Priority
Substance List and their use challenged in an internal justification
process involving a multidisciplinary team.

The final goal is the phase-out of toxic substances, not only from
DSM'’s own portfolio but from the full life cycle of its products, in
line with the company's commitment to bring more sustainable
alternatives to the market. Where substitution is not currently
possible, a risk assessment is performed following standard
industry procedures. If safe use cannot be shown, the SVHC is
prohibited from further use or production within DSM.

DSM is working to meet the 2018 deadline of the EU regulation
on REACH, by registering all substances of which between 1 and
100 metric tons per year is produced. At the same time, we
continuously update existing dossiers and support EU member
states in evaluating an increasing number of substances. We
also engage with our raw materials suppliers to guarantee
sustainable business through REACH compliance along the
value chain.

DSM supports the UN initiative to implement a Globally
Harmonized System of classification and labeling of chemicals,
for which an internal e-learning has been developed. We closely
follow developments on health exposure scenarios for mixtures
that need to be implemented in the industry’s product safety
systems.
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Profit highlights

“We posted good results for DSM in
2016, well ahead of our initial
ambitions for this first year of our
Strategic period. While we still have
much to do in the coming years, we
have established a strong foundation
from which to continue to grow.”

Geraldine Matchett, CFO

Our Strategy 2018 is underpinned by two mid-term headline
financial targets: growth in Adjusted EBITDA and ROCE. These
are based on our ability to outgrow our markets and at the same
time deliver significant structural cost savings and improvement
actions, underscored by disciplined capital allocation across the
company.

| am pleased to say that in 2016, the first year of this period, we
have posted financial results that are considerably ahead of our
mid-term targets, with an Adjusted EBITDA growth of 17% and
ROCE stepping up from 7.6% to 10.4%. Net sales came in at
€7,920 million, representing a top-line organic growth for the
company of 4%, with both our Nutrition and Materials
businesses making a strong contribution. We also made good
progress in terms of profitability, with robust margin
development in Nutrition and especially so in Materials. The clear
step-up in ROCE - the return we deliver on each euro we employ
— was driven by a higher EBIT. On the basis of these results, we
are pleased to propose an increased dividend of €1.75 for the
year, subject to shareholder approval.

The cost-saving and improvement programs we initiated in 2015
have been a major area of focus this year. A lot has been
achieved and we remain firmly on track. The organizational and
operational changes being implemented go beyond cost-
savings alone; the way we are organized, the things we do and
the processes we follow are being reshaped for agility and
growth.

We have continued to invest in our businesses and in growth
through 2016, committing around 6% of our sales to carefully
selected capital projects. As a science-based company, R&D
and innovation remains fundamental to our ability to deliver
solutions that make a real difference to our customers’
businesses, and to their customers in turn. We continued to
spend in this area to stay ahead of the game, albeit with a clear
focus on the optimum impact of our investments.
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One of our key focus areas has been on improving our working
capital as a percentage of sales. At the end of 2016, this was
18.4%, which is better than our aspiration level of below 20%.
Capital efficiency is a key driver of cash generation; in 2016 we
undertook a number of improvement projects in this area
throughout DSM. One of these has been to take a more
integrated approach to business planning, in particular in our
Nutrition cluster. Holistically addressing processes instead of
approaching them as a series of individual steps has resulted in
clear improvements in inventory management, production and
distribution efficiencies.

Again in line with Strategy 2018, we took a first step toward
monetizing our key joint venture partnerships with our
participation in the very successful IPO of Patheon N.V. in July
2016. This resulted in a first gain and cash in-flow for DSM in
2016 in excess of €200 million and has opened the way for
further steps in future with regards to our remaining 34% stake.

During the year, we also successfully issued a € 750 million ten-
year bond with a coupon of 0.75%. Favorable market conditions
allowed us to lock-in low interest rates taking into account the
upcoming maturing of a € 750 million bond in 2017.

In achieving these results, one of the things that has impressed
me most has been the dedication and unwavering commitment
of the thousands of DSM employees around the world. My
colleagues and | on the Executive Committee are well aware that
our company is undergoing a period of vital organizational
transformation. This internal process could have proved a
distraction for many in our company. Instead, what we have seen
has been a continued clear commitment to focus on our markets
and on customer relationships and customer needs. This deep-
seated dedication has paid off in 2016, and underlies the
valuable relations we have with our partners in the value chain.
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Profit in 2016

Financial results

Within the Profit dimension of DSM’s Triple P approach, DSM
delivers a sustainable financial return. This ensures business
continuity and allows the company to grow, while at the same
time providing a good financial return to its shareholders. This
chapter reports DSM’s financial performance and provides an
overview of the key financial metrics of the company. A model of
How DSM creates value for its stakeholders through the
financial, intellectual and manufactured capitals is given on page
20.

Income statement

x €million 2016 2015
Net sales' 7,920 7,722
Adjusted EBITDA! 1,262 1,075
EBITDA! 1,174 956
Adjusted operating profit' 791 573
Operating profit! 685 362
Adjusted net profit' 512 383
Net profit’ 649 184

Adjusted net profit from
discontinued operations - 33

Total APM adjustments 109 (328)

Total net profit attributable to
equity holders of Koninklijke

DSM N.V. 621 88
ROCE (in %)’ 10.4 7.6
Adjusted EBITDA margin, (in %)’ 15.9 13.9

' From continuing operations

In presenting and discussing DSM’s financial position, operating
results and cash flows, DSM uses certain Alternative
performance measures (APMs) not defined by IFRS. These
APMs are used because they are an important measure of
DSM’s business development and DSM’s management
performance. A full reconciliation of IFRS performance measures
to the APMs is given in the ‘Alternative performance measures’
on page 144.
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How DSM creates value

Organic sales
growth

4%

Capital expenditure
(cash-based),

total DSM @
(in million) [l

€475

Adjusted EBITDA

growth

17%

Dividend per
ordinary
share

€1.75

Higher-margin

innovation NS
sales @
22%

Cash from operating

activities
(in million)

€1,018

ROCE growth
(in bps)

S
2380
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Net sales and Adjusted EBITDA

At €7,920 million, net sales from continuing operations in 2016 were 3% higher than in 2015 (€ 7,722 million), while organic growth
was 4%. Volume development accounted for a 4% improvement, driven by both Nutrition and Materials, while price/mix was on
average flat compared to 2015. Exchange rate fluctuations had a negative impact of 1%, while other effects balanced each other
out.

Net sales Adjusted EBITDA

x €million 2016 2015 % change 2016 2015 % change

DSM, continuing operations 7,920 7,722 3% 1,262 1,075 17%

Nutrition 5,169 4,963 4% 931 822 13%

Materials 2,513 2,628 (1%) 435 384 13%

Innovation Center 167 155 8% 1 ©)
Corporate Activities 71 76 (105) (122)
Net sales bridge 2016 Adjusted EBITDA margin
x € million ’
M 2015 2016
0% 7,920
-10,
0% .
4% 18.0 173
16.6 .
15.9
15 ek 13.9
7,722 -
10
5
0
) . Nutrition Materials Total continuing
2015 Volume Price/mix  FX Other 2016 operations

Adjusted EBITDA (Adjusted operating profit from continuing operations before depreciation and amortization) increased by a
significant 17% or € 187 million, from € 1,075 million in 2015 to € 1,262 million in 2016. Adjusted EBITDA in Nutrition was up 13%
versus 2015, with all businesses contributing well to this growth. Profitability also benefited from the efficiency and cost-saving
programs. In Materials, Adjusted EBITDA was also up 13%, driven by strong volume growth in higher margin specialties, the benefits
of the efficiency and cost-saving programs and the support from low input costs. DSM's overall Adjusted EBITDA margin was also
up at 15.9% in 2016 (2015: 13.9%).

Adjusted operating profit from continuing operations rose from €573 million in 2015 to €791 million in 2016, up 38%.
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Net sales by origin, continuing operations Net sales by business segment, continuing operations

in % in %
Netherlands . China Nutrition . Innovation Center
. Rest of Western Europe . India . Materials . Corporate Activities
. Eastern Europe . Japan
B North America B Rest of Asia
B Latin America B Rest of the world
2016 1434 2015 1441 2016 2 2015 21
11 25 11 25
32 33
7 9
18 65 64
31 " 27
2 2
Net sales by destination, continuing operations Net sales by end-use market, continuing operations
in % in %
Netherlands . China Health and nutrition . Electrical & electronics
M Rest of Western Europe M ndia M VMetal/building & construction [l Packaging
M Eastern Europe B Japan B Automotive/transport B other
. North America . Rest of Asia . Textiles
. Latin America . Rest of the world
2016 3 4 2015 3 4 2016 8 2015 8
10 9
6 7
3 3
2 2 5 5
1 1
6
67 6 66
12
23
Net profit

Net profit attributable to equity holders of DSM increased by € 533 million to €621 million. This increase was mainly a result of
higher Adjusted EBITDA (up € 187 million) and differences in APM adjustments, see below. Expressed per ordinary share, net
earnings amounted to €3.52 in 2016 (2015: €0.45).

Financial income and expense decreased by €41 million compared to the previous year to € 133 million. This was mainly the
consequence of more favorable hedge results and lower interest expenses.

The effective tax rate on the adjusted result from continuing operations for 2016 was 18% (2015: 23%). This substantial decrease
was due among other factors to a better geographical mix and the fact that 2015 included a one-off tax settlement related to the
internal transfer of a business.

Adjustments made in arriving at DSM's Alternative performance measures (APM adjustments)

Total APM adjustments for the full year amounted to a profit of € 109 million, consisting of a profit regarding associates and joint
ventures of €212 million (mainly due to the gain of €232 million on the IPO of Patheon N.V.), offset by € 101 million in restructuring
costs related to the ongoing cost-reduction programs, € 18 million impairments and € 15 million acquisition/divestment-related and
other costs, with a tax benefit of €31 million.
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Cash flow statement

x €million

Cash and cash equivalents at 1 January

Cash flow provided by operating activities
of which provided by continuing operations

Cash used in investing activities

Cash from / used in financing activities

Effect of exchange differences

Cash and cash equivalents at 31 December

2016

665

1,018
1,018

(1,194)

113

604

2015

669

696
800

(275)

(440)

15

665

Cash flow provided by operating activities consists of the EBITDA for the year (€ 1,146 million) less various cash-out items including
income tax of €77 million and changes in working capital of €89 million. Our focus on cash flow resulted in a strong full-year
operating cash flow from continuing operations of € 1,018 million. See also ‘Consolidated financial statements’ on page 129.

The cash used in investing activities included capital expenditures (€ 476 million) and the increase of fixed-term deposits
(€936 million, see Note 14 'Current investments'), partly offset by the proceeds from disposals (€ 80 million) and the dividend

received from associated companies (€ 152 million), mainly relating to the IPO of Patheon N.V.

The cash from financing activities consisted mainly of the increase in long-term loans (€ 745 million), partly offset by dividend paid
(€190 million), interest paid (€ 151 million) and repurchase of shares (€273 million). For the full cash flow statement, see page

139.

Capital employed per business segment

Equity at 31 December

at 31 December 2016, continuing operations x € bilion as a % of balance sheet total
Nutrition . Innovation Center
M Vaterials [ | Corporate Activities
5.5 60
5 50
4
3
2 1.7
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51 49
40
20

0.0 0

2014

48 48

2015 2016
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Balance sheet

The balance sheet total (total assets) reached € 13.0 billion at year-end (2015: €11.7 billion). Equity increased by € 549 million
compared to the position at the end of 2015. This increase was due to the fact that the net profit for the year, the net exchange
differences and the proceeds from reissued shares were higher than the dividend and the repurchase of shares. Equity as a

percentage of total assets remained 48%.

Compared to year-end 2015, net debt decreased by €251 million to €2,070 million. The gearing at year-end was 25%, a decrease

of 4% compared to 2015.

Capital expenditure on intangible assets and property, plant and equipment amounted to €485 million in 2016 (€475 million on a
cash basis), which was around the same level as amortization and depreciation.

Total working capital amounted to € 1,481 million compared to € 1,343 million at year-end 2015, which represents 18.4% as a
percentage of annualized fourth quarter 2016 sales. Total working capital at year-end 2016 included cash-related liabilities of joint
ventures and associates of €62 million, which is € 75 million lower than 2015. Excluding these liabilities, this ratio amounted to
19.1%. The operating working capital (continuing operations before reclassification to 'held for sale') was € 117 million higher than
in the previous year and came to 24% of annualized net sales (2015: 24%).

Cash and cash equivalents came to €604 million at the end of the year; including current investments, this came to

€1,568 million (2015: €674 million). The increase was mainly attributable to the € 750 million bond issued in September 2016,
which took advantage of favorable market conditions to allow DSM to lock in low interest rates taking into account the maturing

of a € 750 million bond in 2017.

Balance sheet profile

2016 2015

x € million in % x €million in %
Intangible assets 3,188 24 3,228 27
Property, plant and equipment 3,325 26 3,171 27
Other non-current assets 1,404 11 1,429 12
Cash and cash equivalents 604 5 665 6
Other current assets 4,437 34 3,250 28
Total assets 12,958 100 11,743 100
Equity 6,180 48 5,631 48
Provisions 182 1 139 1
Other non-current liabilities 3,478 27 3,600 31
Other current liabilities 3,118 24 2,373 20
Total liabilities 12,958 100 11,743 100

Outlook 2017

DSM aims to deliver high single-digit percentage Adjusted EBITDA growth and high double-digit bps ROCE growth in line with the

targets set out in its Strategy 2018.
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Review of business in 2016

In 2016, DSM's activities were grouped into three clusters: Nutrition, Materials and Innovation Center. In addition, DSM reports
separately on Corporate Activities. Results presented in this section (and elsewhere in the management report) relate to
consolidated activities only (therefore non-consolidated partnerships are excluded).

Net sales Adjusted operating profit (EBIT)
x €million 2016 2015 x €million 2016 2015
Nutrition 5,169 4,963 Nutrition 645 535
Materials 2,513 2,628 Materials 311 250
Innovation Center 167 155 Innovation Center (24) (43)
Corporate Activities 71 76 Corporate Activities (141) (169)
Total continuing operations 7,920 7,722 Total continuing operations 791 573
Discontinued operations - 1,213 Discontinued operations - 77
Total DSM 7,920 8,935 Total DSM 791 650
Adjusted EBITDA Capital employed at 31 December
x €million 2016 2015 x €million 2016 2015
Nutrition 931 822 Nutrition 5,637 5,309
Materials 435 384 Materials 1,807 1,723
Innovation Center 1 9 Innovation Center 576 560
Corporate Activities (105) (122) Corporate Activities (31) (39)
Total continuing operations 1,262 1,075 Total continuing operations 7,889 7,553
Discontinued operations = 95 Discontinued operations - -
Total DSM 1,262 1,170 Total DSM 7,889 7,553
Adjusted EBITDA margin ROCE
in % 2016 2015 in % 2016 2015
Nutrition 18.0 16.6 Nutrition 12.0 10.3
Materials 17.3 15.2 Materials 17.6 14.4
Total continuing operations 15.9 13.9 Total continuing operations 10.4 7.6
Discontinued operations - 7.8 Discontinued operations - 19.0
Total DSM 15.9 13.1 Total DSM 10.4 8.2
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Capital expenditure

x €million 2016 2015
Nutrition 331 322
Materials 106 98
Innovation Center 32 34
Corporate Activities 16 24
Total continuing operations 485 478
Discontinued operations - 92
Total, accounting based 485 570
Non-cash items ©) @7)
Customer funding 1) (7)
Total, cash based 475 536

R&D expenditure (including associated IP expenditure)

x €million as % of net sales

2016 2015 2016 2015
Nutrition 205 223 4.0 4.5
Materials 124 143 4.9 5.7
Innovation Center 75 82 44.9 52.9
Corporate Activities 22 16 31.0 211
Total continuing
operations 426 464 5.4 6.0
Workforce at 31 December
headcount 2016 2015"
Nutrition 13,260 12,978
Materials 4,460 4,472
Innovation Center 619 630
Corporate Activities 2,447 2,716
Total continuing operations 20,786 20,796
Discontinued operations - -
Total DSM 20,786 20,796

' Corrected for comparability
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Nutrition highlights

“Nutrition performed well in 2016, with
good growth in our Animal Nutrition &
Health business, improved growth in
Human Nutrition & Health, and strong
demand for DSM Food Specialties’
innovative enzymes portfolio.”

Stephan Tanda, DSM Managing Board

Our commitment to deliver safe, reliable, quality ingredients and
solutions that support health and well-being was underlined by
a number of positive developments in 2016. We improved our
manufacturing footprint further, including the opening of a new
vitamin B6 plant in China, and strengthened our business
leadership bench with the appointment of Jeremy Xu and David
Blakemore to head up our Human Nutrition & Health and Animal
Nutrition & Health businesses, respectively.

In animal nutrition the positive sales trend of 2015 continued. Our
customers are looking for solutions that boost performance while
reducing environmental impact and protecting their margins. In
2016, we saw a strong uptake for feed enzymes and eubiotics
as producers increasingly sought alternatives to antibiotic
growth promoters. Meanwhile our quest for transformational
new approaches continued with our major innovation projects
Clean Cow and, together with partner Evonik, Green Ocean —
both designed to help meet the demand for macronutrients while
substantially reducing the environmental impact of farming. With
our business-to-farmer (B2F) initiative, we targeted a new
customer segment with a new brand in China, which has been
well received.
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The leaders of DSM’s Nutrition businesses, from left to right: David Blakemore,
Stephan Tanda, llona Haaijer, Jeremy Xu, Chris Goppelsroeder

In human nutrition we returned to good growth, building on the
work we had done in 2015. A highlight was the further
development of our i-Health range of dietary supplements. A
further major achievement was the launch of MEG-3® Ultra from
our new facility with 3C Technology in Canada, which has the
potential to reshape the omega-3 category.

We welcome the growing influence of the first 1,000 Days
initiative; everybody’s future is essentially determined in the
critical period from conception to two years of age. We remain
as committed as ever to help deliver high-quality, cost-effective
nutrition to the four billion people living at the Base of the Pyramid
and are honored to be able to participate in Africa Improved
Foods at the invitation of the Government of Rwanda.

Personal Care & Aroma Ingredients had a strong 2016, with
organic growth across all segments, supported by product
innovation and deep customer and consumer insights.

Our Food Specialties business also had a good year. The drive
to reduce the levels of salt, fat, sugar, and simple carbohydrates
in processed foods is creating new opportunities for DSM Food
Specialties’ cultures and enzymes portfolio. The rise in demand
for our innovative hydrocolloids portfolio is especially positive.
Growing interest in lactose-free dairy products is also fueling
growth.
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Nutrition

X €million 2016 2015
Net sales:
DSM Nutritional Products:'
- Animal Nutrition & Health 2,399 2,269
- Human Nutrition & Health 1,823 1,741
- Personal Care & Aroma

Ingredients 337 316
- Other 74 113

4,633 4,439

DSM Food Specialties 536 524
Total 5,169 4,963
Organic sales growth (in %) 5 6
Adjusted EBITDA 931 822
Adjusted operating profit 645 535
Capital expenditure 331 322
Capital employed at 31 December 5,637 5,309
ROCE (in %) 12.0 10.3
Adjusted EBITDA margin (in %) 18.0 16.6
R&D expenditure 205 223
Workforce at 31 December
(headcount) 13,260 12,978

T As of 2016, the results of DSM Nutritional Products are presented in four reporting
units: Animal Nutrition & Health, Human Nutrition & Health, Personal Care & Aroma
Ingredients and Other. Other covers pharma and custom manufacturing & services
activities previously reported mainly in Animal Nutrition & Health.

Business

The Nutrition cluster comprises DSM Nutritional Products and
DSM Food Specialties. These businesses serve the global
industries for animal feed, food and beverages, pharmaceuticals,
infant nutrition, dietary supplements and personal care. DSM is
uniquely positioned in all steps of the feed and food value chains:
the production of pure active ingredients, their incorporation into
sophisticated forms, and the provision of tailored premixes and
forward solutions. With a global and highly diversified portfolio of
products, services and end-markets, DSM provides innovative
solutions to the benefit of customers and other stakeholders
worldwide. For more information on DSM's Nutrition cluster and
its portfolio of businesses and products as well as their value
chains, please refer to DSM’s Factbook on the company
website.
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Nutrition cluster performance

Nutrition - net sales bridge 2016

x € million
3%
4,963
2015 Volume Price/mix FX Other 2016

DSM's Nutrition cluster had a strong year in 2016. Total sales
amounted to €5,169 million in 2016, up 4% from € 4,963 million
in the previous year. Organic sales growth was 5%, driven by
higher volumes and price/mix. Animal Nutrition & Health had a
strong year with 8% organic sales growth, driven by strong
volume growth in all regions with the exception of Latin America,
due to the weak economic conditions in that region. Human
Nutrition & Health delivered a significant step-up in organic
growth (4%) in 2016 versus recent years. This highlights the
successful implementation of the strategy to drive above-market
growth through new market initiatives and innovation.

Adjusted EBITDA was up 13% versus 2015 to €931 million
(2015: €822 million), with all businesses contributing well to this
growth. Adjusted EBITDA also benefited from the efficiency and
cost-saving programs.

Trends

The key global trends in nutrition and health continued to fuel the
growth of our Nutrition business in 2016. Continued rapid
population growth accompanied by accelerating urbanization is
driving demand for convenience and processed foods that are
safe, healthy, nutritious, affordable, and sustainable. This
presents attractive growth opportunities for DSM, with our ability
to deliver innovative nutrition solutions tailored to precise
customer needs the world over.

Rising standards of living and changing dietary patterns,
especially in emerging economies, are stimulating demand for
fish, meat, poultry and dairy products. This calls for more efficient
but also more sustainable production of animal protein,
respecting animal welfare, producers' livelihoods and the
environment.

Life expectancy continues to increase worldwide. Growing
understanding of the role of nutrition in supporting health and
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well-being throughout the lifespan is encouraging healthier food
choices. Well-informed consumers are looking for products with
reduced levels of sugar, salt and trans fats as they begin to
explore the possibilities of personalized nutrition. At the same
time, new scientific evidence arguing for differentiated nutrient
intake patterns across the lifespan is creating new possibilities
for DSM, which can offer innovative approaches to food
fortification and dietary supplementation tailored to the needs of
highly specific demographic groups. Increasingly consumers,
especially in the developed world, are searching for foods that
are perceived as not only nutritious but also authentic, natural,
minimally processed and 'free from'. This poses new challenges
to our customers. DSM can be a key partner here in formulating
solutions that meet the needs of this consumer group.

The global need to address malnutrition is undeniable — in
developed as well as developing countries. The importance of
good nutrition during the first 1,000 days of life — from conception
to a child’s second birthday — is achieving increasing recognition
worldwide, for unparalleled growth occurs during this period,
and inadequate nutrition at this time leads to adverse, lifelong
consequences. Women of child-bearing age, as well as
pregnant and lactating mothers, need special support. Fortified
foods and supplements can play a valuable role here in contexts
where available diets are inadequate.

Public concerns regarding food safety, quality, animal welfare
and sustainability continue to foster a stricter regulatory climate.
This provides new openings for DSM, with our science-driven
approach, our unrelenting focus on sustainability, and our
rigorous adherence to the highest production standards. Health
authorities and customers alike value our quality and safety
protocols and our continuous drive to exceed our own high
requirements, as well as those stipulated by third parties.

Our customers are seeking not just product safety, quality and
reliability but also the transformational product innovations that
offer them a competitive edge. We expect the search for
customized solutions based on deeper scientific and marketing
insights to continue unabated.

Sustainability

Even as customers look for ever higher product differentiation
and consumers for ever stronger product safety assurances, the
world’s focus on sustainability continues to grow. Sustainability
is one of the key business drivers in DSM's Nutrition markets.
The nutritional requirements of an expanding population place
vast demands on the planet’s ecosystems. Our Nutrition cluster
delivers solutions that seek to meet the changing needs of the
world’s population while reducing the environmental impact of
our operations and those of our customers.

Nutrition is a vital precondition for achieving 8 of the 17
Sustainable Development Goals (SDGs), most directly
supporting SDG 2 (Zero Hunger). We see good nutrition

Bright Science. Brighter Living. 2016 66

throughout the course of life as a prerequisite for achieving full
physical, mental and economic potential as well as maintaining
health and well-being. We also welcome the new scientific focus
on the changing nutrient requirements that individuals
experience at different stages of their lives. We regard eliminating
the scourge of malnutrition as a key societal priority and a shared
global responsibility in which we gladly play our part. We help
deliver better nutrition to society’s most vulnerable groups, and
we wholeheartedly endorse the 1,000 Days movement. Our
business serving the four billion who live at the Base of the
Pyramid continues to grow, helping to make safe, nutritious and
affordable foods available to those with the slimmest economic
means.

DSM s proud of its strategic partnership with the UN World Food
Programme. Dedicated to ‘Improving Nutrition, Improving Lives’,
this partnership provides food aid and development assistance
to the world’s hungry and also stimulates the establishment and
nurturing of sustainable and self-supporting commercial nutrition
business models in the developing world. Today, DSM reaches
more than 28 million people per year with improved nutrition
through the partnership. See 'Nourishing the Base of the
Pyramid' on page 11 and ‘Cross-sector nutrition partnerships’
on page 36.

Strategy

The Nutrition cluster’s unique business model aims to capture
opportunities arising from global megatrends by combining
production capabilities worldwide with customized local
formulations. DSM delivers a broad portfolio of high-quality,
competitive active ingredients for the nutrition industry with
global reach at scale. At the same time, we offer maximum
differentiation through industry and segment-specific
formulations. As a local solutions provider with strong market
intimacy, we base our growth on delivering customer-driven
solutions.

DSM has developed into one of the strongest players in the
industry by addressing growth opportunities through expanding
and extending its offering across the value chain. We are active
in Nutrition in over 60 countries, with unparalleled customer
access, a complete product portfolio, and advanced skills and
capabilities. We have continued to expand our premix footprint,
especially in emerging economies. In 2016, we opened a new
facility in Indonesia and expanded a number of existing facilities.

Over recent years, we have further expanded our product
portfolio in Nutrition, adding capabilities in cultures, textures,
trace minerals and marine and microbial polyunsaturated fatty
acids to complement our unrivalled position in vitamins,
carotenoids, eubiotics, enzymes and yeasts. Pectin-derived
hydrocolloids and fermented gellan gum, which offer texturing
solutions for reduced-sugar product recipes, are a highly
attractive growth market. Rapidly increasing demand for lactose-
free and reduced-sugar dairy products, meanwhile, is driving
strong sales of our Maxilact® enzyme.
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The combination of our strong global position and integrated
business model has enabled DSM to become a leader in quality
and innovation, with deep regulatory, technical and sustainability

expertise and a clear understanding of customer and consumer
needs, as well as regular investment in quality management.

Nutrition strategy 2018: global products and local solutions

Growth acceleration and
sustainable innovations

° Expand the core
e Add new products & solutions
Expand in new segments/regions

New business models

» Reducing costs and increasing
productivity

» Driving cash generation

* Increasing capital efficiency

Aspirations 2018
underpinning Group targets

» Above-market sales growth
(at stable prices)

) High single-digit percentage annual
Adjusted EBITDA growth

« Adjusted EBITDA margins:
18-20% over the period

p Annual ROCE growth:
high double-digit bps increase

Excellence in execution

Going forward, we aim to drive profitable growth in Nutrition by
leveraging the portfolio that has been created following a number
of acquisitions in recent years. We are driving top- and bottom-
line growth by:

- expanding our core capabilities and bringing them to more of
the markets and territories we serve. In 2016, we opened a
new, highly efficient and low eco-footprint production facility
for vitamin B6 in China. Also in China, we announced the
expansion of our gellan gum and pectin facilities;

- broadening and deepening our portfolio with new products
and solutions, making full use of our expertise in sustainable
innovation. One area is, for example, in eubiotics for antibiotic-
free poultry — a trend which is gaining traction, as consumers
are increasingly avoiding animal protein products produced
with growth-promoting antibiotics. Another is the trend toward
sugar reduction, and we continued to make good progress in
the development of fermentative stevia;

- opening new segments and regions for our business — a good
example being our investment in a new omega-3
concentration facility in Mulgrave (Canada); and

- developing new business models to increase market share,
such as the implementation of an approach to sell directly to
mid-sized swine and poultry farmers in China with a dedicated
brand and distribution.

Our business strategy to accelerate organic sales growth is
supported by cost savings and operational excellence measures
to boost efficiency and productivity and drive cash generation.
The cluster continued the imple