About NS

NS Group is the largest public

transport operator in the Netherlands,
employing over 20,000 people and
with 2014 revenues of €3.3 billion
(US$3.7 billion). While the bulk of its
revenues (86 percent) come from
passenger transport, the group’s
subsidiary companies also provide
maintenance for trains and are
responsible for the management and
commercial development of more
than 400 Dutch railway stations.
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Every day, people in the Netherlands
take over one million trips on NS trains
and buses, so the company has a huge
impact on the mobility of society.

NS is conscious of the value it creates
for society by providing mobility but is
also aware that it has some negative
effects on society, for example through
its greenhouse gas emissions. Its
long-term vision is to increase the value
it creates for society while reducing its
negative impacts and delivering healthy
financial returns.

NS has recognized that an important
step in achieving this ambition must
be to quantify the value it creates, and
reduces, for society in order to better
understand and manage it.

Quantifying the value NS creates for
society also provides fact-based data
for dialogue with stakeholders, provides
transparency and contributes to the
broader debate around the true value

of business.

“NS shows courage by being transparent on the side effects of its activities.

By publishing these effects in the annual report, NS provides a realistic image
of profit and loss.” Henk Kamp, Minister of Economic Affairs, The Netherlands
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“KPMG True Value has helped

us to articulate our economic,
environmental and social impacts
much more clearly and to explain
how these impacts interact. This will
help to improve our dialogue with
stakeholders and help our passengers
make better informed decisions
about their own mobility.”
Engelhardt Robbe,

Chief Financial Officer, NS

With these goals in mind, the company
looked for suitable quantification
methodologies. In 2013, the company
began its journey by quantifying its
own environmental impacts. In 2014,

it engaged KPMG in the Netherlands

to apply the KPMG True Value approach
to calculate the socio-economic value,
as well as the environmental value,

that the company creates, and reduces,
for society.

NS is one of the first transport
companies to go public with the results
of this type of analysis, and hopes to
accelerate change in the transport
sector through its bold leadership.
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The project team included multi-disciplinary profeé m NS and v‘MG with backgrounds in
corporate finance, sustainability, operations and other ns. This m'ultl-dlsclplmary appr

proved to be critical as it ensured a high level of data and kn w‘i’%sharing bety functlo

Together, the team applied the first step in KPMG's True Value . The shortlist was then assessed further to determine where

methodology. This is to identify the organization’s material sufficient data and metrr_cs“y_vere available to quantify these
externalities and classify them as either positive or negative. externalities.in financial te‘r-ms.

Positive externalities create positive value for society while -
negative externalities create negative value for society. KPMG professionals quantified'these externalities and applle.a

b .

a financial value to them using expertinput and the best
The initial result was a ‘long list’ of externalities and issues that  available academic data sources. These included data from the™

are important to stakeholders. A shortlist was then produced Netherlands Institute for Transport Policy"Analysis, the US
using the Global Reporting Initiative (GRI) G4 materiality Environmental Protection Agency (EPA) and'theNetherlands
guidelines and the principles of Integrated Reporting. Ministry of Infrastructure and the Environment.
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The following NS externalities were identified as material

and suitable for analysis using 2014 data:

Mobility
POSITIVE

e Mobility, i.e. enabling people to travel for work,
study or leisure

NEGATIVE

e Passenger time spent travelling on trains and to or
from stations

¢ Time spent waiting at stations and changing trains

e Train delays and crowding

Corporate expenditure,
education and training

POSITIVE

e Contribution to the economy and society through
corporate expenditure, e.g. creating jobs by enabling
suppliers to employ people

e Employee education and training

Safety

POSITIVE

e Accidents avoided when travelling by NS trains
vs travelling by car

NEGATIVE

e Accidents occurring on trains and stations or
travelling to/from stations

e Health and safety incidents experienced by
employees

e Passenger aggression towards NS staff

Environmental
externalities

POSITIVE

e Emissions avoided vs car travel

NEGATIVE

e Greenhouse gas and other emissions
® |mpacts on ecosystems

e \Waste incineration

e \Water consumption

¢ Noise pollution
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The results

Mobility

NS creates value for society by enabling people to travel

for work, study or leisure. The value of the mobility provided
by NS has been calculated at a minimum of €7 billion
(US$7.8 billion). (This does not include the benefits of
reduced congestion, for example).

By contrast, NS also reduces some value for society because
people cannot spend their time as they wish when they are
on NS trains and buses or when they are travelling to and
from stations. NS also needs to consider the negative effects
of crowded or delayed trains and time spent waiting at stations
and changing trains. Together, these negative effects have
been calculated at a value of about €5 billion (US$5.6 billion).

This means that, overall, NS creates a net positive value for
society of €2 billion (US$2.2 billion) or more through mobility.
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Safety

Travelling by train is relatively safe when compared with
travelling by car because far fewer accidents and injuries
occur. NS therefore creates value for society by enabling its
passengers to avoid car accidents. This positive value has
been calculated at about €430 million (US$478 million) in 2014.

However, some accidents and injuries do occur either on the
trains or at stations and the negative value to society of these
accidents was calculated at about €1 million (US$1.1 million)
in 2014. Far greater is the cost to society of accidents when
passengers are travelling to and from NS stations — this has
been valued at around €100 million (US$111 million)

Health and safety incidents affecting workers also bring a
cost to society as does hostile or aggressive behavior of
passengers towards NS staff. Together this negative value
has been calculated at about €5 million (US$5.6 million).
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Corporate expenditure,
education and training

NS creates value for society through the money it spends on
procurement, investments and staff salaries. For example,

the economic value that NS created through its procurement
in 2014 was quantified at €1.2 billion (US$1.3 billion) by KPMG.
NS's expenditure funded approximately 22,500 jobs at
supplier companies.

NS also creates positive socio-economic value by developing
the knowledge, skills and talents of its staff. The social value of
the company's investment in education and training totalled
about €12 million (US$13.3 million) in 2014.

“The KPMG True Value methodology has
given us direct insight into how we can most
effectively increase our positive and reduce
our negative value.”

Carola Wijdoogen, Director Sustainability, NS
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Environmental value

The positive environmental value that NS created in 2014 has
been quantified at €90 million (US$100 million). This is based
on the amount of emissions and air pollution that were avoided
when travellers chose to travel by NS rail services instead

of by car.

By contrast, NS created around €120 million (US$133 million)

of negative environmental value. Around €70 million (US$78
million) of this negative value comes from NS's direct operations
primarily through using fossil fuels for powering trains.

This causes air pollution through the emissions of gases such

as CO,, SO,, and NOx and of fine particles. These emissions
have a negative effect on the climate, ecosystems and public
health. Around €50 million (US$56 million) of the negative
environmental value comes from the value chain — mostly from
rail infrastructure and passengers travelling to and from stations.

NS's infrastructure and operations also have some negative
effects on ecosystems. The incineration of some waste, water

consumption and rail noise also have a negative impact on the
environment and public health.
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KPMG True Value:
enabling NS to manage for social
and environmental value

In line with its long-term vision, NS is using the KPMG True Value analysis to identify and
implement initiatives that will increase the value it creates for society while reducing its negative

impacts. These initiatives include:

Mobility

NS is working to minimize journey times, for example by
reducing waiting time and improving punctuality and passenger
capacity. Itis also striving to achieve quick and easy changes
between trains and other types of public transport as well as
providing the best quality information to passengers. Itis

also increasing its creation of value for society by improving
accessibility and comfort, and by providing services such as
on-board internet access which enables passengers to

spend their travelling time more pleasantly and usefully.

Safety

NS is working on preventing physical and mental injuries
among its workers through such measures as stricter safety
requirements and vitality programs. In terms of public safety,
NS is working with partners to prevent aggressive behavior
from passengers and reduce violence and criminality in public
spaces, on trains and in stations. Examples of initiatives to
improve public safety include better lighting at stations and
on trains and reducing the number of ticketless travelers by
introducing turnstiles at stations. The company is also working
with partners to prevent train collisions, derailing and unsafe
situations at stations.

Corporate expenditure

NS is exploring opportunities to increase the socio-economic
value it creates though its corporate expenditure, especially
in major procurement categories such as trains, construction
and infrastructure, ICT and energy. Research shows, for
example, that purchasing wind-generated energy creates
significantly more jobs in the supply chain than purchasing
fossil fuel-generated energy.

Environmental

NS is striving to become climate-neutral by increasing the
energy efficiency of trains and by using renewable energy.

In 2014, NS signed a sustainable energy contract with Eneco

as a result of which all trains will be powered by wind energy

as from 2018. This deal is expected to reduce the negative
environmental value NS creates by around €50 million euros
(US$56 million) and improve its positive environmental value
creation by some €20 million (US$22 million) compared with
cars. The company is also looking to reduce as much of its waste
as possible and have it reprocessed to create raw materials.

Next steps

The KPMG True Value project has helped to kick-start internal
discussions about how NS can identify further strategic
initiatives that will increase the value the company creates
for society and reduce its negative impacts.

The co-development of a robust framework has revolutionized
the way NS understands its creation, and reduction, of
economic, social and environmental value. The insights are
improving internal decision-making and strengthening reporting
and dialogue with external stakeholders.

NS plans to continue its work in this area, with the intention that
its first steps will inspire other companies to consider how they
measure, manage and report the value they create and reduce
for society.
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WHATIS . ° o
KPMG TRUE VAEUE?

KPMG True Value is a tool to understand-how the value a business creates and reduces for
society is likely to affect the value it creates for shareholders. This knowledge provides a
new lens for decision-making to improve performance, inform strategy and increase influence.
KPMG True Value is a 3-step process that can be applied across sectors and geographies.

Itis scalable and can be applied to a whole company, a division or a specific project.

STEP 1:  Identify the value a company creates and reduces for society through
its externalities and express this in financial terms

STEP 2:  Assess how the internalization of externalities is likely to affect future
earnings (through regulation, stakeholder action and market dynamics)

STEP 3:  Develop business cases that build and protect future value for
shareholders by increasing the value created for society

Where has KPMG True Value been applied?

Cement: 9 Retail:
Holcim/Ambuja Cement (India)

Holcim subsidiary Ambuja Cement used KPMG's True Kingfisher is a leading home improvement retailer with
Value methodology to quantify risks to its future profitability. 1176 stores in 11 countries. KPMG member firms have

As a result, Ambuja has identified projects that will benefit provided assurance on Kingfisher's reporting of its Net
society and boost future profitability. Holcim has also applied Positive initiative which aims to make a positive contribution
the KPMG True Value methodology at other subsidiaries to people and the environment, while growing a stronger,
and at corporate level. more profitable business.

Finance: A\ Food production and retailing:
private equity (Europe) =3 major food retailer

KPMG True Value has been used at the private equity KPMG member firms worked with an international food
arm of a global financial institution to quantify social and retailer to quantify the societal value the company creates
environmental risks and opportunities at a number of and reduces through its food products. This analysis has
portfolio companies. The analysis has helped the firm helped the company to develop its corporate responsibility
identify strategies to reduce risk and build long-term value strategy.

within its portfolio.

© 2015 KPMG International Cooperative




To find out more about how KPMG True Value can help your organization,
contact your local KPMG member firm professional:

Argentina
Martin Mendivelzua
mmendivelzua@kpmg.com.ar

Australia
Adrian V. King
avking@kpmg.com.au

Chi Mun Woo
chiwoo@kpmg.com.au

Austria
Peter Ertl
pertl@kpmg.at

Azerbaijan
Vugar Aliyev
valiyev@kpmg.az

Baltics
Gregory Rubinchik
grubinchik@kpmg.com

Belgium
Mike Boonen
mboonen@kpmg.com

Brazil
Ricardo Zibas
rzibas@kpmg.com.br

Canada
Bill J. Murphy
billmurphy@kpmg.ca

Chile
Luis Felipe Encina
lencina@kpmg.com

China
Leah Jin
leah.jin@kpmg.com

Colombia
Maria T. Agudelo
magudelo@kpmg.com

Cyprus
lacovos Ghalanos
iacovos.ghalanos@kpmg.com.cy

Czech Republic
Michal Bares
mbares@kpmg.cz

Denmark
Christian Honoré
chhonore@kpmg.com

Finland
Tomas Otterstrom
tomas.otterstrom@kpmg.fi

France
Philippe Arnaud
parnaud@kpmg.fr

Germany
Simone Fischer
simonefischer@kpmg.com

Greece
George Raounas
graounas@kpmg.gr

Hungary
Istvan Szabé
istvan.szabo@kpmg.hu

India
Santhosh Jayaram
santhoshj@kpmg.com

Indonesia
lwan Atmawidjaja
iwan.atmawidjaja@kpmg.co.id

Ireland
Eoin O’Lideadha
eoin.olideadha@kpmg.ie

Israel
Oren Grupi
ogrupi@kpmg.com

Italy
Piermario Barzaghi
pbarzaghi@kpmag.it

Japan
Kazuhiko Saito
kazuhiko.saito@jp.kpmg.com

Yoshitake Funakoshi
yoshitake.funakoshi@jp.kpmg.com

Kazakhstan
Gregor Mowat
gmowat@kpmg.ru

Luxembourg
Jane Wilkinson
jane.wilkinson@kpmg.lu

Malaysia
Lamsang Hewlee
hewlee@kpmg.com.my

Mexico
Jesus Gonzalez
jesusgonzalez@kpmg.com.mx

Netherlands

Barend van Bergen
Global Head of
Sustainability Advisory
vanbergen.barend@kpmg.nl

Bernd Hendriksen
hendriksen.bernd@kpmg.nl

New Zealand
Gabrielle Wyborn
gwyborn@kpmg.co.nz

Nigeria
Tomi Adepoju
t.adepoju@kpmg.com

Norway
Per Sundbye
per.sundbye@kpmg.no

Philippines
Henry D. Antonio
hantonio@kpmg.com

Poland
Krzysztof Radziwon
kradziwon@kpmag.pl

Portugal
Filipa Rodrigues
filiparodrigues@kpmg.com

Romania
Gheorghita Diaconu
gdiaconu@kpmg.com

Russia, Ukraine,
Georgia & Armenia
Igor Korotetskiy
ikorotetskiy@kpmg.ru

Singapore
Sharad Somani
sharadsomani@kpmg.com.sg

Slovakia
Quentin Crossley
gcrossley@kpmg.sk

South Africa
Neil Morris
neil.morris@kpmg.co.za

Shireen Naidoo
shireen.naidoo@kpmg.co.za

South Korea
Sungwoo Kim

Regional leader: Asia Pacific

sungwookim@kr.kpmg.com

The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual
or entity. Although we endeavor to provide accurate and timely information, there can be no guarantee that such information is
accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such information
without appropriate professional advice after a thorough examination of the particular situation.

© 2015 KPMG International Cooperative (“KPMG International”), a Swiss entity. Member firms of the KPMG network of

independent firms are affiliated with KPMG International. KPMG International provides no client services. No member firm has any
authority to obligate or bind KPMG International or any other member firm vis-a-vis third parties, nor does KPMG International have
any such authority to obligate or bind any member firm. All rights reserved.The KPMG name, logo and “cutting through complexity”
are registered trademarks or trademarks of KPMG International.

Publication name: KPMG True Value Case Study

Publication number: 132263-G
Publication date: March 2015
Printed in the Netherlands

Spain

Jose Luis Blasco Vazquez
Regional leader: Europe,
Middle East & Africa
jblasco@kpmg.es

Sri Lanka
Ranjani Joseph
ranjanijoseph@kpmg.com

Sweden
Daniel Dellham
daniel.dellham@kpmg.se

Jenny Fransson
jenny.fransson@kpmg.se

Switzerland
Silvan Jurt
sjurt@kpmg.com

Taiwan
Charles Chen
charleschen@kpmg.com.tw

Niven Huang
nivenhuang@kpmg.com.tw

Thailand
Paul Flipse
pflipsel@kpmg.co.th

U.A.E.
Sudhir Arvind
sarvind@kpmg.com

U.A.E. and Oman (Lower Gulf)
Paul Callaghan
pcallaghan@kpmg.com

UK
Vincent Neate
vincent.neate@kpmg.co.uk

us

John R. Hickox

Regional leader: Americas
jhickox@kpmg.com

Venezuela
Jose O. Rodrigues
jrodrigues@kpmg.com

Vietnam & Cambodia
Paul Bahnisch
pbahnisch1@kpmg.com.vn

KPMG’s Global Center of
Excellence for Climate Change
and Sustainability
sustainabilityservices@kpmg.com

kpmg.com/socialmedia
> ]in)Q¢] £
-

kpmg.com/app

Available on the
D App Store





