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Overview and Strategy

Qur vision remains:

Leading market positions

delivering leading
performance

Processes

Core principles and values

Akzonobe! creates everyday
essentials to make

people's lives more liveable
and inspiring. Essential
INngredients, essentia!
protection and essential
color that help make the
planet more sustainable ana
oring energy and inspiration
to urpan areas by using
creativity and invention to
meet life's challenges.

Custoemer
end-user
segments

‘Actions

As & leading global paints and coatings campany
and a major producer of specialty chemicals, we
supply essential ingred e1is, essential protection
and essential color 1o industries and consumers
worldwide. Backed by a pionesring heritage,
our innovative products ana sustainable tech-
nologies are designed to meet the growing
demands of our fast-changing planet, whiie
making life easier. Heacnuariered in Amsterdam.,
the Natherlands, w= have approximataly
45,000 peaple in arcund B0 countries, while
our portfolio ncludes wall-known brands such
as Dulux, Sikkens, Iniernational, Interpon and
Eka. Consistently rank=rl as a ieader in sustain-
ability, we are dadicaten 1o anergizing cities and
commurities while creanng a protected, colorful
world where life is improved by what we da

AkzoNobel Pakistan being a part

of the AkzoNobel Group

At AkzoNecbel Pakistan, we carry with us the
traditions and expertise of one of Pakistan's
oldest and most successtul companies; ICl
Pakistan Limited. The AkzoNobel Group
acauired |Cl in 2008 bringing together the
innevation, leadership and expertise of bolh
cempanies. Through a scheme of demerger,
the Paints Business at ICl was separated into a
separate legal entity. As of June 1, 2012, we are
now operating as AkzaNaobel Pakistan. With our
head office in Lahore and branches across the
country, the AkzoNobel Pakistan family consists
of ovar 250 talented people and many others
associated indirectly, all committed to excellence
and passionate about providing sustainable
solutions to our customers.

QOur mission

To be a growing,
sustainable OneAkzoNobel
operation that exceeds
customer expectations

by leveraging our strong
heritage, global knowledge
base and world class talent

Our strategic targets
To achieve our mission, we will:

»  Give priority to health, safety, environment
and ethical matters

*  Ensure our products deliver maxmum value
to customers by maintaining dependable
supply, consistent quality, and reliability

e Uphold excellent service levais o foster
long-term relationships with customers
and suppliers

*  Achieve the highest possible aperating effi-
ciencies and lowest cost, and expand the
business through new preduct launches
and by tapping into new markets

«  Develop and retain a team of highly capaisie
paople dedicatad {o delivering the mission

s Toleverage AkzaNabel's global knowladge
and expertise to better deliver our stra-

tegic targets.
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The Human Cities
Initiative

Many cities are iosing their identity and have
little sense of historv or heritage. In other areas.
space lor leis j

fublic
sacrificed to make room for rapic

velopments. Ve

housing
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Urban heritage needs
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taking place.

We're trying to make
cities come alive, enabling
people to make more of
an emotional connection
with where they live.

Understanding both the trends in pur and-user
segmernts and the needs of our cusiomars Is
fundamental to aur strategy — and that's what
s all aboul. It's focused on directing
our afiorts towards current and futire market

Human Cit

demands, which will be neavily influenced Dy
population growth. Human Cities also jvesus a
clearer focus and helps drive our vision of i2ading

market positions delivering mance

sading pert

People must conhegt’
makecities come alive

1. Cities should be more colorful

As our cities continue to grow and expand, we
have to ensure they remain exciting and vibrant.
A simple way of doing this Is t¢ make therm
rmore colorful. This halps to create an emotional
connection and gves people a sense of place,
space and identity, It also underlines our belief
that everyone should be given the chance to
benefit frorm the transtormative power of color,

2. Urban heritage needs to be embraced
Balanzing old and raw is vital if our cities are to
retain a sense of history and collective |dentity.
Which means urban heritage shouidn't be allowed
to fade away. We need Lo praserve places that
are Important to all sections of the community
and make the past a part of the future.



TRANSPORT

3. People must connect to

make cities come alive

As our cities bacomsa increasingly crowded, we
nees 10 ensure that transport remains aifordable
and accessible for everyone. This goes beyond
simply ensuring that roads are properly main-
tanad It also includes improving the physical
moda of transport that we use to make it safer,
more efficient and more sustainable

4. Education should be a city's lifeblood
Cities aren’t Just defined by their bulldings.
Becauise they wouldn't function without the
peaple who live and work there. It's vital, there-
fare, thal more thought is given to providing
proper aducation, as it will uniock petential and
help ensure that cities continue to thrive

SPORTS AND RECREATION
5. Citizens need space to rest and play

Public spaces refresh the soul of a city, because
people need somewhere to relax and unwind.
That's why we have t¢ give more considerauon
to providing open areas for sport and recreation

when planning and developing urban areas.

SUSTAINABILITY

6. Urban design must consider

climate change

The future heaith of our cities — and the people
who live there — will hinge on our apility to do radi
cally more with less, That's why we have adopted
a strategy of radical resource efficiency (known as
Blanet Possible) which is focused on developing
maore sustainable solutions for the built environ-
ment, By working with customers and suppliers.
we can enable an ever-growing paculation to live
a sustairabie life in one finite world.

o e
~ Urban design must
) . Consider climate change

The Human Cities initiative
is built on six main pillars.
They outline some of the
issues we think cities should
be focusing on in order

to create more ‘human’
urban environments.
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Code of Conduct
and Values

A Dl S

Safety

We are all defined by the actions we take. They refiect our principlas and
values and If we are consistent with them, they let people know what they
can expect from us. Our Code of Conduct reflects our core principles -
Safety, Integrity and Sustainability — and puts therm into practice. It explains
the expectations and responsibilities within the company and those we do
business with, We all must live by it, because it is a condition of working
with, and for AkzoNobel,

A brief overview of our code:

Safety
*  Wefollow the safety rules and procedures
Ve follow the Life-Saving Rules
We stop work if behavior or conditions are unsafe
We make and distribute products safely
We repont safety concerns immediately

The common thread running through
our strategy is the need to change
our mindset, assumptions, and

the general way we do things.

Hardwire

Mew
argamzaiion

We want to encourage a high perfarmance  modal

culture of engagement. feedback and trust. The

new core principles and values help shape the

behavior that creates this culture.

Today we have four clear and simple values:
Customer Focused, Deliver on Commitments,
Passion for Excellence and Winning Togather,
These are supported by three 'core principles':
Satety, Integrity and Sustainability. The core prin-
ciples apply to everyone in the company and ara
our 'permission to play’.

The values and principles outline how wea must
conduct ourselves to succesd as a company,
bring focus to operational excellence and organic
growth to utimately help improve. energize and
regenerate urban communities around the world,

Integrity

Sustainability

Integrity

. We compete in a fair and honest way

We follow trade restrictions carefully

We protect personal and confidential information

We keep a clear line between business and personal interests
We look after company property and use it appropriately

We keep records in accordance with company policies

We are alert to fraud and report suspicious activity

*  We communicate in a professional way

Sustainability
* Werscognize human rights and treat people with dignity and respect
*  We recrull and manage employees fairly
= We reduce the environmental impact of what we do
*  Weaddress the concerns of those affected by our operations
We glve back to communities we operate in
*  Wework with business partners wha share our principles

Pursue value
generating
T
LJUI-UN

acauisitions




Our Passion
for People
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Diversity

We know that our business will 4 Inclusion

grow if our people grow too, sa we

aim to provide a work environment

i that is conducive to well-being and
for the professional and personal
development of our people. Take your IDEAS «

further @ AkzoNobel

The right culture - Our performance driven culture is supported by our
Performance and Development Dialog pracess (P&DD): a transparent
evaluation tool for development planning and performance review in line
with aur strategy and the new values. P&DD i1s a mandatory process that
promotes active dialog and feedback between employee and manager.

The right people - Improved management capability is the key enabler of a
high performance culture, a better environment for employees and ultimately
our business success. We aim to become a ‘talent factory', recognized for
aevelopment opportunities for our employees that help build strong leadershin
practices in our pecpia to ultimately benelit our business teday and tomomow.

The right Continucus learning helps us stay compelitive
and create a working environment that makes people feel valued and
empowered to their own developrment, In addition to regular training needs
identification, the AkzoNobel Academy - an intranet based portal avallable
10 AkzoNobal employses globally - helps drive functional and leadership
gapablity as well as access to exceptional learning experiences based on
best practices from across AkzoNcbel

apabilities -

The right culture - Manufacturing is generally acknowledged to be one of the
more difficult areas to bulld employae engagerment in. Through the ViewPaint
Employee Engagement Survey, olr focused interventions, measurement and
action planning improved our scores of 2014 from a GrandMean of 4.08 to
419, on a 5-point scale; with a high participation rate of 93%

The right mix - Divarsity of thought is an important facior in crealing the
right culture, Our warkforce should reflect the society where we do business.
We aim to create an inclusive anvironment where diversity and differences
are valued, and evaryone has the apportunity (o develop skills and talents
consistant with cur company's values and ambitions.

The right potential - We want 10 recruill, retain and develop the people we
need to create winning teams, Our people - and those with potential lcoxing
1o join us — can recognize AkzoNobel as a place to grow and develop: so
they can make a strong impact on the way we operate:



AkzoNobel we tell t
our success depenc

Our business success and
customers hinges on our ab
do radically more while using less.

More innovation, less traditional
solutions; more renewable
energy and materials, less fossil-
based; more value chain focus,
less introverted thinking.

We are determined to turn what is

an obvious challenge into a clear
opportunity and bring more value to
our customers and society in general.




When talking about sustainability, one
statistic seems to dominate. It's the
likelihood that by 2050, the world’s
population will reach nine billion, The
question is, what are we all doing to
meet the challenges this will create?

At AkzoNobel, we made a conscious decision to
be bold and start thinking differently. We quickiy
realized that if we wanted to bring about the
change that's needed, we'd have to rainvent how
we use the warld's resources.

The result was Planet Possible, an approach to
sustainability which is focused on creating more
value from fewer resources across the whole
value chain. Putting our customers at its core,
it's about increasing our resource efficiency
and working together with both customers and
suppliers to develop leading solutions for the
challenges people face every day.

W
N
=

We've been ranked top of the Dow Jones
Sustainability Index in our industry group for the
last four years and have been in the top three
for a decade. More than anything, this sustained
top performance provides reinforcement for our
belief that sustainability should sit at the heart of
our business strategy.

Planet Possible is our commitment to discovering
opportunities where there don't appear to be any.
We're finding more innovative solutions; we're
using more renewable energy and materials and
less fossil-based: wa're focusing more on our
entire value chain; we are actively enhancing lives
in the many cornmunities in which we operate, as
well as inspiring and equipping our employees to
recognize new possibliities.

We're alse continuing to accelerate our
development of eco-premium products. Recent
examples include a range of solvent-free

concrete flooring paints; highly efficient and
fully biodegradable micronutrients for agro
applications; and UV clearcoats that help vehicie
bodyshops ta reduce thelr energy costs,

We believe that the only way to be succassiul
in the future is to care about the future. So for
us, sustainability is also about many other things:
such as investing in acience 1o accelarate new
ideas; investing in our capabiliies to ensure we
deliver for our customers on time, every time; and
creating a sustainable business for sharehaldiers

Ultimately, we believe that by opening un infinile
possibilities in a finite world, we can create
a sustainable planat capable of comfortably
supporting the nine billon pecple who will soon
callit home.

Planet
Possible
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Health, Safety :

Al

Environment Perfori

Increasing stakeholder value through implementation of sustainable processes
and solutions is crucial for our success to the exten’ that sustainable business
operations are a prerequisite for meeting our challenging targets.

AlzoNobel's vision for accelerated growth is closely linked with its ambitions
to ensure that the growth is sustanahle. Over the iast few years we have
embedded a strong focus on HSE&S and OFEE int our regular business oper-
ations as a means to achieve our goals.We continuously aim 1o improve our
first class HSE&S performance through corporate leadership, the dedication
of our staff and application of the highest professional standards atwork.

One safety mission:

Our vision
Our vision is ZERO injuries and zero serious incidents

Qur ambition for 2016
We aim to contribute in a way that company's ambition 1o be in the top
quartile of our peer group in safety performance can be achieved.

Our beliefs

* The Value & Values agenda are of equal imporiance; we do not want
one without the other; we cannot achieve one without the other

e Safely is a permanent value and not a temporary prionty,

* Safety starts with me. t's about individual responsibiily. IUs about “us”
not about “them™.

* Nothing we da s warth getting huri for.

= We have:a nght and responsibility to ensure our own safety and that
of others.

* Safety is an essential springboard for our future success.

Our commitment
Thereis a zero tolerance for not working safely; if we choose not to work
safely we should find alternative employment.

Take Care because...

= Wawant to do all that we can to make sure that colleagues,
cantractars and others don't get hurt on the job.

*  We can only realize our safety godls if wa all put our shoulders to
the same wheel - when we speak with the same vaice and are
commitled to realizing cur vision of zero Injuries.

*  We want {o support our businesses in achiaving their safaty goals,

e We want to get closer to our vision of zero injuries and
senous incidents,

*  We want to drive Top Quartile Safety Performance.

HSE operational excellence

We at AkzoNobel Pakistan believe in & are committed to improve Heaillr.
Safety, Environment, Security and Product Stewardship to achieve
sustainable HSE Operational excalience. Three Core Safety Processes
People Safety, Process Safety & Product Safety are ensured through H5E
Management System which is integrated with the company’s organizational
scheme. Process Safety Management & Behavior Based Safety, are two key
compenents of the core safety processes and we are on track of continuous
improvement with focus to achieve & sustain leading levels.

Total ruportable injury rate
1.36
0.79
. g
s 2 1 2012 2043 e 113 2015
] oD Iricaitg Dar Ml Nar ol s
tractume e our RSERS manaasmet svslem can be defned as
People Safety Process Safety Product Safety
Code of Conduct
Core principles Values
 Safety » Customer focused
= Integrity 'W\M‘_ on commitmeants
» Sustainability * Passion for excellence
» Winning togethar
Directives and rules
Manuals and guidelines
Procedures
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Achievemer
during 2015

Process satety management

(PSM) Implementation:

Process Safety Management (PSM) 15 a
disciplined framework for managing the integnty
of operating systems and processes that
nandlle hazardous substances. It relies on good
design principles, enginesring, operations and
mantenance practices, In recent yaars, major
incidents in industries have highlighted the
importance of having thase robuslt processes
and systams in place.

The process safety management framawork
comprises 21 buiiding blocks which are catego-
rized according to People, Procedures and Plant

These bulding blocks are deeply inter-connected,
drivirg a cultural transformation which begins with
emphasizing and ensuring managemeant commit-
menl, employee engagement and operaticnal
discipline. PSM then implernants and integratas
key processes such as stakeholder outreach,
safety audits. smergancy rasponse planning and
safe working practices. Finally, PSM addresses
the safety aspects of machinery and the interac-
tions of personnel with plant equiprnent.

Due to the nature of processes and operations

AkzoNobel Pakistan is & PSM critical site. In
2014, PEM framewark training was conducted by
PSM experts in which the basic bullding biocks
of PSM were discussed. In 2015, a complete
PSM scan was carried out by global PSM
specialists in which they assessed different plant
processes and procedures. After the scanning
process, a comprehansive plan was prepared,
Since “he PSM framework training sessions have
been conducted, safety procedures hava been
updated and nsk assessment related to plant and
pecnle safety has also been dons.

Launch of behavioral based safety (BBS):

Behavior-based safety is a broad term used
to describa everything from basic employee
behavior audits and feedgback 1o a comprehansive
safety management system designed 1o chanae
a comeany's safety culture, Organizations often
have efactive training, appropriate procedures
and state-of-the-ar safaty eguipment, Howaver,
none of that matters if the people in ths
organization don't use what they learn in training,
dan't consistently follow the procedures and/or
use safety equipment. From skipping steps in
a confinad space entry procedure. to failing to
wear PPE al the appropriate time, 1o not drinking
enough waler lo preven! heat stress, getting

peopls to make conaistent safe choices is often
a challenga. Thase challenges can be overcoms
by Implementing Behavior-Based Salety (BES).
AkzoNobel's BBE is a safely improvement
process inducing changes in behavior of
emploveas and contractars resulting in fewer
sxposures to hazards. Key factors of the process
are ohservation and feedback techniques leading
to removal of obstructions to safe behawvior.
AkzoNobel Pakistan has always tried o create a
safety culture in which individuals hold safety as a
value and take responsibility for the safety of thair
co-worker in addition to themsslves.

BBS has been Implementad at AkzoNcbal
Pakistan since Q4-2015, Observations process
started in October, 2015. We have 26 active
obsenvers and a 13 member stearing ccmmittee
maonthly meelings are an-geing. The Barrier
Removal Team training was completed in
January, 2016, The BBS process index score by
and December 2015 was 68%

Global Safely Day 2015:

At AkzoNcbel Pakistan Limited, Safety Day
is celebrated with enthusiasm and a vision 10
engage all employees of the company undar
the umbrella of sate performance. This year's
Safety Day was celebratad In its purest form. The
theme selected by the company covered siip,
trip and fall hazards awareness and mitigation.
Safety day activities revolving around this theme
were prepared and executed by AkzoNchel
Pakistan Operations Tsam. The highlights of the
event includad a 'Walk around Sately' practical
demonstration of slip, trip and fall hazards and
the safe practices to mitigate the exposures, Al
the staff and employees of AkzoNobel Pakistan
Head office and manufaclunng area were invited
to this major avent and everyane participatec
and appreciated its effectiveness. A video on
safety around the theme was shared aleng with a
communication sessian. At the event, the safety
game also ramained a center of interest . Also,
a team competition took place in which gach
department head was assigned 1o visil hig area
of responsibility to identify and rectify the possible
hazards melated to slip, tnp and fall. Overall, the
Salety Day 2015 was a successful event where
we were able 10 achieve our target of engaging.
spreading awareness and correcting behaviors
around slip. trip and fall hazards

TakeCare
Global Safety AkzoNobel

Procens Safety Managemant Procodure

= Site FSM appiicability check executed
= Site' manager and site PSM team
training done

Complete

BST Process Indis Score Summary
BST Proceas Index components (Month)
0
™
% .
1 L]
. ke
*
* =)
*
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"
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Sustainability and
Energy Efficiency

Genarating maamum posidive impact from our products and services. and
Lsing feper sasnuices across tha value chain is the assence of our sustain-
abilllty strateay @nd we al AkzoNobel Pakistan are proud of what we have
achieved, Energy consumption per ton of preduct manufactured is a key
sustamzbility perionmance indicator, Our energy consumption has reduced
significantly over tha last year; raduction in energy consumption means
redliced carcan (eotprint and operational costs. Another key indicator Is
direct CO_emissions; over the course of 2016, massive reduction in carbon
dioxitie emissions were realized, improving on last year's performance. In
every manner. AkzoNobe! Pakistan has strived and succeeded in becoming
a areener and eco-friendlier organization in 2015,

?'1121-"!'.'" recyching maahines

We, al AlzoNobe! Pakistan constantly strive to improve on our current
processes, 1 2015, & project for installation of thinner recycling machines
was succassiully implemented. Thinner for cleaning plant equipment is
consumable and very expensive. Furthermore, after the cleaning process.
the dirty thinnar Is sant to a third party for recycling which adds additionzal
cost 1o this whale activity. With the instaliation of two thinner recycling
machines al our sita, we are now self-reliant in recycling dirty thinner, This
has helped reduce virgin thinner consumption by 43%. The impact of this is
reduced costs. reduced VOCs and an Improved sustainabllity index.

Bead Mill Upgradation

Bead mills are very critical plant machines producing significant a ehunk
ot industiial coalings. After years of service, the control system aon these
machines became oesolete. In an effort to increase the service life of this
equipment. an upgrade of the existing bead mill was executed. Owing 1o
this uparade, the machine Is now running on latest and state of the art
electronic systerm which is controlled by & sophisticated touch panel. Wih
tha nstallation of the upgrade package, sustained operation of the machine
has been ensured and we can continue o reliably provide product to our
Incustry and vehicle refinish customers.

Air Cooled Water Chiller

Chilled water is consitlered to be the most expensive utility at any plant.
Over the years, AkzoNobel Pakistan has undertaken various capital projects
to drive cost reductions and efficiency optimization in the generation and
consumgtion of chiled water. This year, yet another initiative was executed
successfully: the installation of energy efficient chillers. With the installation of
his unil, process capacity of chilled water has increasad by 28%. Automatic
load sensing four step operation of this chiller enabled us to save 28%: of

operational cost of chillers and finally due to its very low noise, working
canditions in the area have improvad as well,

These projects reflects the way we operate: we make environmentally
conscious decisions and then raflect on our own performance and in turn
strive to outperform curselves, aiming to do better than we did praviously.
The above projects and many others to follow are all a part of our strategy
1o build a sustainable future. We started sowing the seeds of sustainability
years ago and we are sesing It flourish and evolve right across the company.

Eco efficiency performance 2015 versus 2014 (per ton of product)

Direct CO,

8%

Waste Production
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Corporate Social
Responsibility

AkzoNobel firmly believes in the inspirmg call
to action that must be taken to foster a positive
environment in the community. Since our early
days, we have been heavily involved in the
creation of a healthy and sustainable society.

AkzoNcbe!l sees community investment as the
panacea to social ills that plague our country
and in an effort 1o embody this ideal, every year
we continue to majorly contribute to the posi
tive development cf the scciety and its people,
in carrying on the tradition of upholding its
commitment to make the society a better place
for its inhabitants, this year AkzoNobel Pakistan
carried cut a number of focused community
development Initiatives; mostly in the field of
Health, Education, Sustainability and Social
Development. Primarily in response 1o raquests
for the upkeep of dilapidated heaith and educa-
tional institutes, mast of these initiatives Involve
our employees volunteering personal time and
affort towards these activities.

Spreading colors for a sustainable society
Sustainability 1s a way of life that drives innova-
tion to maintain our modern ways of living. It is
an attitude which if incorporated In life practices,
builas a healthy civilization, Being the sustain-
ability champions. AkzoNobel acknowledges
sustainability as its core value and promot
ite significance through its actions. This year
we hosted the Board Meeting for the Pakistan
Green Building Council; a nonprofit organization
in the development sector, In which integration of
sustainabiity in buildings was a key agenda. As
one of the founding members of the PGBC, we
see this initiative as an achievermant in insgiring
and 2ngading others to embrace sustain-
able practices.

Building a batter future for the community by not
campromising on the present way of life is the
ideal that AkzoNobei upholds and in this regard
we participated in the first Pakistan Ceating
Shows. Baing a unigue platform,it was usea
by AkzoNobe| 1o create understanding aboul
envircnmental sustainabllity and its advantages.
Through the introduction of AkzoNcbel's unique
lead and chromate-free paint formulations, we
equip our consumears with environment friendly
product options so as (o ensure a safe and
healthy soziety for tham 1o live in. The Pakistan
Coating Show came about as a good oppor-
tunity for AkzoNcbe! to raise awareness aboul
produc! choices and engble people to make
informed decisions
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Coloring a brighter future

Education is a necessity of our modearn complex
society and AkzoNobel has made use of
urtapped cpportunities to facilitate vanous educa
tional ventures. Wa joined hands with The Citizens
Foundation to undertake the Rahbar Pre
axposure trips twice this year. The Citizens
Foundation Is the largest nonprofit organizaticn
in the field of education in Pakistan. Their mission

is to provide quality egucation to the less-privi-
leged vouth by getting them off the strests and
nta schools. A 100 children were invited at the
AkzoNobel plant and were not only shown the
production process of paint but also mentored
and given professional guidance. We 100K the

opportunity to impart Inspiration and maotivate
them to study to be apie to secure careers later.
Our employees voiuntesred 1o participate in the
seven week programme and also conducted
counseling sessions 10 expose the children 1o jobs
in the gants and coatings industry. AkzoNaobel
Pakistan is proud of its employees who not anly
give inspiration but also gat Inspired- one positive
step at a ime!

LettuceBee Kiags in lslamabad is another such
institution that reintegratas street children back
inte the society by teaching them practical s«ills
that are crucial to survival, AkzoNobel realizes the
importance of healthy and positive upbringing of
underprivileged children. We believe in eliminating
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dullness by adding colors to the lives of these
children and hance ook a slep forward o assist
LettuceBee Kids to help achieve ther giorious
migsion. AkzoNobel Pakistan created a modern
design for their new school and helped to paint it
as well. We are pleased 1o provide these childrer
with-a new and fresh space to study and z
Our support for education is net limited to only
one or two institutions. We aim to and work
towards creating a positive impact on our sociat
and education is al the heart of it. To sprea
this message, AkzoNobel continued to assist

Ferozepur Road Lahore. Research astabiishas
that student attendance is low and dropout rates
are high where school infrastructure is inadequate
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nelping them for
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maintain strong

relationships with such institutions that work
towaras the betterment of saciety in Pakistan, We
show them our support In every step of the way
ated and maintained a strong bond
with one of such erganizations: Pakistan Society
for the Rehabilitation of the Disabled which is a
nonprofit charitable entity established in Lahcre

We have

AkzoNobel sees community
Investment as the panacea
to social ills that plague

our country and in an

effort to embody this ideal,
every year we continue to
majorly contribute to the
positive development of the
society and its people.

that provides medical, surgical, educational and
rehabilitation services to the disabled. AkzoNobel
honors its partnership with such a righteous
organization and 1o keep our bond strong, wa
proviged them with a significant volume of paint
and aiso repanted thelr school

t eise could be the bast way to elucidate our
commitment to form a sustainable saciety than to
suppert and cherish our relationships with various
upstanding institutions investing in worthy causes.
We believe that a key benefit of jorging such
parinerships brings additional awareness to the
cause. SOS Childrens Village is one such name
that stands out in the developrment of a home and
education for orphans. SOS is not only a neighbiot
but enjoys a long established relationship with
AlkzoNobel Pakistan. Infact, the comapny enjoys
one of the langest partnership with SOS Vilages
and the institution, its cause and its inhabitants
are all very dear to us. This year, we were pleased
le have shared their happiness at their anniversary
celebrations. To help spread the joy, we not only
sponsored the event that marked their 40 years of
operations but we attended it as well. AkzoNobel
Pakistan assisted SOS in holding a fundraising
concert by which not only could the children
enjoy an evening of festivity but the Fnends of
808 and other donors could also channe! thair
coniributions to the welfare of the resident chil-

dran at SOS

—




Celebrating the colors of life
Ve believe in traits that foster
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Our businesses

Performance Coatings
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Decorative Paints

ICI Dulux via continue

The positive iy

sonsumer pick a color from anywhers, and, with
augmented reality technology. allows them tc see
the colors live in their iiving spaces

Dverview

ICI Dulux is the world's leading brand of pramiunm
alnt. Drawing on a k
ol our markets’ needs and latest technologies
we aim at improving people’s lives by helping sunch of tablets for t
them imp thair living spacas. Being the Color ghlight: The Decorative Busi took yel anather
Aditharity, 1C} Dulux is the pioneer of the Tinting  1CI Dulux Visualizer / 2N using the digital platiorm to improve the
svatems i Pakistan uncer the label of 'ICI Dulux  Color inspiration : faund just about  customer decorative journey through introduction
: 35 ats for s back-selling
n making homeowr

started 1o De

en understanding

quality §

zk-selling lsam

P

ke o | T o
OO anywhere, from a sam, Tha

the flowers in your gar
has continued lo take i
king ta  the curve in digital mai

ahead

wnched the

tablets are equipped with the 1C1 Dulux Visual

zolorful placa | an of |G Dulux 1S Dulux Visualizer' &y . The state the
Color is what we breathe, lve & arl app now maxes ! 2as ever befora  App. Paint Calculator, technical infermation of all

. inspirational color schemes and

[0 tring those colors your home. The ar

cation. with its ravalulionary technolk

Despi

improvement i law and order situa

tion and a stable governmant at the helm, the
1ed slow in Pakistan

: an exten-
nedia campaign from April-May and from
September-Qctober for [CI DuluxWeathershield
sslect proa over carefully selecten TV channels, radio stations

p lets the  and cabla natworks. The campaign is in fine with
ology to strengthen our brand equity
and 1o establish 1CI DuluxWeathersheld as the
first choica premium exterior emulsian for our

2Na ConsuImer.

aconomic: growlih rem

de the paints industry on imp
|y 10Ok

nient while

crude ol m

Falling pri
highly aggres

The busing by allow

1C! Duluix on ke y
t suied to t Meel

0! -_a.ri'u_':] channel

15 on buildhng brand aquity of

=

Picture it,
before you paint it

our Brandt ic

IC1 DuluxPentalite C

The mecdlia campaigrn fo

IC! DuluxPentalita Classic

careiully cratts a balanc
functional iInfermation with focus on how color can
bring positive change e an office environment It
also helped increase brand pull and maintain 1C|
Dulux s feadership in the premium intarior 2amul

Stons categary,

very year, AkzoNobel's Global Aesthetic Center
brings together a group of international experts
and trend watchers from across the globe a
from varicus disciplines of design — architecture,
textile, product design. grapnics and research
This process allows us 1o nominate a number

of lrends with one overriding idea thal capturas
the meod of the moment. This vear wea are at
a very interesting stage where we coulg see
the advantage both of tradition and nadirmn
innovation. The theme of duality 13 the driving infiu
ence for 2016, In identifying a color nat wolld
connect with the overall trend of 'looking botn
ways', we noted that all the key trends for 2016




had an elemeant of gold in them and kecausa of
this 'Ochire Gold' was selected as the color of the
year for 2071E. It 2 both bright encugh 10 attract
attention and soft encugh to combine well with
other tones

Tc celsbrate the Coior of the Year 2016, we
arranged a series of nigh profile dinners n
Karachi, Lahore and Islamabad whera a selective

grou of ilustrious architects with prolific careers
wera nvited. The objectiva of these events was (o
engage Pakistan’s architects In the colar trenas

of 2016, The dinners wera attended by approxi-
mately 100 architects nationwide, Through color

themed dacar, enjoyable live music and delectable
faasung, Ihe company strengthened thelr rapport
with =ach architect oncluded the yaar with

promsing and productive =lations anead

el Fakistan, our Planet Possibla
commitment inspires us to explara naw possibili-
ties o7 working in partnership with athers to deiver
mnovativa, high quality, sustanabie and cost effec
tive sclutions to our customers. We am to turn
lenge INto a clear oppor
tunity and bring more value to our customers
proving that having limited resources doesn't
mean ou’ ambition and imagination have to be
restrnicted as well. That 's why ICI Dulux is contin-
ually developing new ways 1o recuce the adverse
environmental impact of it products and activ-
ities. Cur consumers
their glectnicity cons imption by using our
ICI Dulux WeathershieldSunrefiect, I1CI
Dulux Weatharshield Roof and 1C! Dulux Light
and Space, These products are designed and
ested to combal global warming by using
electricity consumption. Acting on cur commit
ment tz sustainability, we sponsared tha Graen
Bullding Council Expo and participated in the
expo o create awarenass of our environmentally
beneficial produst ines,

whal 18 an obvous ¢

'Jt\a'

s save money by lowering
‘green

Discovenng New Artists: Art for Change
A major componant of tha AkzoNobel's Human
ii es initative is fos romote
ducation and innovation within cities lc preserve

[‘WE-Ir cultural authenticity. In line with this initiative
ICI Dulux Pakistan was proud o partner wnh
Discovering New Artists (DNA), an NGO th

premaotes access 1o art and colour for | eriar
privilegea students across Pakistan for their Art
for Change exhibition. The aim of the competi-
tion was 13 encourage aspiring young artists tc

g |

paint their vision of the world with calours. Atter
receiving an overwheiming response with more
than 2.500 entries, At for Change 2015 show-
cased more than 170 entries in axhibitions held
hu!h Lahorg and Islamaoad. The opening
cargmony o the exhibiticn h
inaugurated by Mr, Jehanzeb *(-1 an (Chiet
I:x-’.:r:ufr"f: Ak?ﬁNr'm. | Pakistan), Mr, Nayyar Al
ch (Head of DFID, Punjaks)
pt:-’]rni evanl was held in Isiamabad, whete
rs, Jeanatie Seppen (Ambassador of the
Kingdom of the Netherlands) inaugurated the
exhiliition. The recestion of the exhiition was In
3 ts overwhelming carticipation.

! Health

This vear II’,I i ,.JI % joirad hands with the sludents
of the Fine Arts Department of Indus Valley School
ot Art and Architectura (o add colour 1o the cancer
ward at National Institute of Child Health. The ward
was painted in bright colors and cheerful murals

thal were Inspiring and uplifing for the children
under treatment al NICH

Devel

ICI Dulux resonates innovation and our busingss
intends or n ite product offerings by
taxing on mulliple innovation proje the near
thal it provide 15t portfolio
for consumers 1o ack fradﬁa their specilic needs with
the most attractive USP to price (rade off in the
market. This would not only involve [aunching new
suts Brands, but wil -'ilsu- nel JL.’..* Ir.n(:uk' on lefres‘ WG

working o

fulLire 1o ensure

our core sub

Lrandas i S

e with 1he consumer across
corative journey and driving

il a same initiatives will be taken
at the ratal end to dnve physical availability of proa
o ensure that all planned actions will create
a winning brand and impre le's lives by
nelping them bettar their ‘t‘.-'ll]i: 1 3paces

WE &



Overview

The ormanca Coatings business of AkzoNo
pel Pakistan supplies coatings with strong
anc solitions to customers
in multiple industries. We are supplying high
performanca preducts and cutting-edge tech-
noiogias primarnly to industrial customers
Additionally, we are increasingly incorpeorating
low energy processes and working 1o reduce
our carbon fostprint across the value chain
Innovation in our products and technclogies is
alse key to our product portioho development
which 15 ohten highly techmical in order to meset
sinct customer specifications.

Qur two key segments are specialty coatings
and protective coatings. In the specialty coating
segmeant we are previding coatings to the
Tr s, Passenger Cars. Commercial Vehicles
and the Matorcyele segment. The proteclive

product technologie

1o customers in Infrastructure. Powar, Gil &
Gas, Sugar and other Industries. We provide our
customears with sustamnable products that help
them protect ther assels

Analysis
The Performance Contings business continued
its sirong performancs in 2015 and the busi-
nass was able to avneve growth in sales and
centnbution margin. The growth was driven by
leveraging our global expertisa and offaring our
customers a wider rortiolio of products including
imternational and lccal brands. The business
acquired new cusiomears In specialty coatings
and increased foot; tive coatings by
wint Wit ncluding multiple
Wind Power proiscts The team nat only focused
on increasing ales put also worked towards
improving oparational KPS througn robust sales
and operation plantirg processes

Highlights
It was a year ot drivi 1 performance improvemeant
and wea made goodl progress in implementing our
strategy and reducing our cost base, The pusi-
ness depicted growih in spe
protective coating segments, In specialty coat-
engthened its position in the
Salasian, Millat Tractors and

alty coatings and

ings. the team s
tractor sagment. |

Al-Ghazi Tractars dominate the tractor industry.
AkzoNobel Pakistan was able to strengthen its
postion in this segment by providing technolog-
ically advanced solution to Milat Tractor Limiled
and by gaining share at Al-Ghazi Tractors.

The passenger car segment also reflected an
upsurga in sales. The growth was primarily driven
by Incus Motors and Pak Suzuki, Pak Suzuki
was awarded the taxi scheme contract by the
Government of Pakistan last year due 1o which
production increased, resulting in higher volumes
for specially coatings.

Pratective coaling is another major segment of
AkzaNobel group and the Ferformance Coatings
business has been focusing on growing this
segment in Pakistan, By increasing sales force
across the country and by leveraging our glonal
portiolio we have been able to expand our foot-
print in the local market. The Maintenance &
Repair and Power segmen! have been the man
araas ol locus and have reflected significant
growth since 2014,

Continued strong
performance and growth
was driven by leveraging
our global expertise and
offering our customers a
wider portfolio of products
including international

and local brands.

Developments

Performance Coatings will continue to offer its
customers technologically advanced sclutions
1o mesl their neads. We will invest in generating
higher levels of growth. To achieve the growth
ambition, the team will continue its foous on
the Automotive manufacturing segment, Power
segment and Maintenance & Repair segment.
The business will also continua its focus on
sustainability and will ensure that it continues to
improve the environmental profile of its product
offering. Performance Coatings is also focusing
on logalizing products from its global brand
‘Intarnational’ ta improve lead times and Increase
volume for future growth.



Glabally, AkzoNobel is a major producer of speciality chemicals with lead-
srship positians in many markets. In Pakistan, the Chemicals business has
spent about 8 years operating in different markets and industries. There are
aver 2,000 products and variants in our global Specialty Chemicals portfolio,
vet only selective products are supplied to the Pakistan market, However
the business is launching new products every year and expects to do so for
tha coming years as well.

2015 was a good year for the Specialty Chemicals busnass, presenting
unicue hurdles and challenges while at the same time creating exciting
opportunities for business growth and development. With a strong focus
an nevw business developmeant, new products were launched in the local
portfolio and new customers joinad the AkzoNobe! family. To improve align-
ment and synergy of the Specialty Chemicals business areas and segments,
the Organic Paroxides sub business unit was removed from the Functional
Chemicals umbrelia and made inte a separate business unit named Polymer
Chemistry, while the Functional Chamicals business unit itself was renamed
to Ethylene & Sulfur Derivatives

Similar to iast year, business in Pakistan was mainly driven by Ethylene &
Sulfur Derivatives (FSD), Polymer Chemistry (PC), and Surface Chemistry (SC)
portfolics. Minor dip in volume sales of ESD and PG business was offset by
good performance of SC business. Tough economic conditions impacted
the Pharmagceutical and Rubber segments, while inconsistent government
policies plagued the Agriculture segment. Performance of Chelates segment
was baraly affected by disgontinuation of high-value preduct line in the
last quarte £

though the full impact is projected to be felt in 2016. Despite
touah pricing conditions due to lower raw material and petroleum prices.
the clobal financial scenario had a poesitive impact on revenue stream o
Specialty Chemicals business in Pakistan. Good growth was achieved in
Intermediates, Performance Additives, & Asphalt segments which helped the

Specialty Chemicals business perform belter versus pravious year,

The core focus of increasing business through local invoicing was achieved.
Significant growth was achieved in key segments catered via local invoicing,
inclucling Agriculture and Persenal Care. New developments were also
secured through local invoicing especially in Paint and Cleaning segments
Relationships with existing custormers were strengthenad, while new business
relatcnships were established with traders which helped AkzoNobel connect
with small-scale customers that were praviously unfeasible to interact with.
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Jusiness with Paint industry was marked with launch of new products
and grades from Performance Additives portfolic. Business development
in Paint and Polymer Ermulsion industries is projected ta continug with the
launch of new products from Surface Chemistry pertfolio. Business with
Pharmaceutical and Rubber industrias is expected to pick up with news proj-
acts planned for 2016. Asphalt segment is also showing potential for higher
volumes in 2016, as governmient has announced new projects for roads &
highways. The Specialty Chemicals team Is looking forward to leverage on
strong business refationships with the customers and distributors to sustain
business growth and development for 2018,
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Corporate Governance
and Compliance

AkzoNobel Pakistan's corporate governance
structure is based on the company’s articles of
association, statutary, regulatory and other compli-
ance requiraments applicable to companias listad
on the steck exchanges, complementad by several
internal procedures, These procedures include a
risk assessment and control systam, as well as
a system of assurances on compliance with the
applicable laws, regulations and sompany's codle
of conduct,

Corporate Governance Statement

Tne Board of Directors is responsible for setting
the goals. objectives and strategies the Company
has to adopt and for formulating the paolicies and
guigelines towards achieving those goals and
abjectives, The Beard is accountable 1o the share-
hoiders for the discharge of its fiduciary function.
The management is respongible for the imple-
mentalion of the aforesaid geals and strategias in
accerdance with the policies and guidslines laid
down by the Boarc of Directors. In order to faciitate
a smaoeth running of the day to day affairs of the
Company. the Board antrusts the Chief Exscutive
and Chief Financial Officer with necessary powers
and resoonsibiltes, The Board is aleo assisted oy
a number af sub-committees comprising mainly
non-exscutive directors.

Code of Conduct and SpeakUp!

Akza Nobel Pakistan Limited has always held
in high esteem the best practices of corporata
governance and believes in widely propagating
the values and the ethics for strict adherence by all
the emplayees, contracters, suppliers and others
while doing business for the Company. In order to
apprise the employees of the Code of Conduct, the
Company organzes training sessions and induction
programs on a regular basis to ensure compli-
ance at all levels. Besidas this, avery employee
and directer of the Company is required to sign,
on ar annual basis, a statement to the effect that
he or she understands the Cade of Conduct and
that he or she abides by it at all times while cong
busiress for tha Company. Business partners of
the Company such as suppliers. distributors and
agents are expected to comply with the principles
laid down in Business Partner Code of Conduct
or apply equivalent principles to the business they
conduct for the Company. Non-compliance with
this Code may lead to measures, including termi-
naticn of the business relationship,

In arder to facilitate strict adlherence to the Code
of Conduct, the amployes: also have access to
a “Speak Up" program whereby any employee
can raport any unethical dealing by any Comparny
employee on a confidential basis either through
telephone or e-mail. Complete anonymity of
the person using this facility is assured ard all
complaints are tharcughly nvestigated either by
the Company internally or by assigning it to the
Internal Auditors. Results of the investigation are
communicated to the complanant. Whole of this
process is teing looked Aiter by the Audit Sub
Committee of the Beard,

Internal Cantrol

Akzo Nobe! Pakistan Limited! nas a sound system
of internal control and -isk management. Tha
internal audit function which is mainly respon-
sible for internal controls has been outsourced
to M/s Emst & Young Ford Rhodes Sidat Hyder
and reporis directly to the Chairman of the Audit
Sub Commitiee,

These procedures include a
risk assessment and control
system, as well as a system
of assurances on compliance
with the applicable laws,
regulations and company's
code of conduct,

Insider Trading and Campetition Law

The Company has a stnnaent policy on insider
trading and securities Iransactions. The policy
paper which is circulated 1o all the employees
of the Company from ime to Uime, divides the
employees in certain caegories on the basis of
their position and involv=ment in day-to-day deci-
sion making process ard aCoess to price sensitive
nformation. Certain senior executives and the
linance staff are categorized as “Permanent
Insiders”, while “Exec tves” (as defined In the
Code of Corporate Govarnance) some of whom
may not be “Permanen! Insiders”, can deal in the
Company's shares ary ime outside the closed
penod announced by the Campany on the eve
of tne guarterly Board imestings. The *Permanent

Insiders” can deal in the Company's shares anly
during the open period specifically announced
by the Company immediately after the quanterly
Board meetings and the announcement of finan-
cial resuits. Thus open period does not exceed
15 calendar days in each quarier from the cate
of annauncement of the financial results, All such
lransactions are required 10 ba raported to the
Company Secretary within two days of execution
of the transaction with relevant details of purchase/
sale of shares.

As embodied in our Code of Conduct, AkzaNobel
Pakistan supperts the principles of free entarprise
and fair competition. The Company competes
vigerously but fairly with its competitors within
the framewaork of applicable laws - all to provide
better and Increasingly useful products and mere
efficient services to our customars. All relevant
employees are required 10 sign an additional decla-
ration of compliance with the Compstition Law.
The Company continues to regularly hold training
sessions 10 ensure compliance with competition
laws for relevant employess.

Material interests of Board Members
Directors are required 1o disciose, at the time of
appaintment and on an annual basis the direc-
torships or membearships they hold in other
carporations. This is in pursuance with Saction
214 ot the Companies Ordinanca 1984, which also
requires them to disclose all matenal interests, We
use this information to help us maintain an updatea
ist of related parties. In casa any conflict of interest
arises, we rafer the mattar to the Board's Audit
Sub Committee.



Risk Management

The company’s
documented and regularty
reviewed procedures are
designed to safeguard
our assets, address risks
facing the business, and
ensure timely reporting

to the Board and

senior management.

The Board has an overall responsibility for the nsk
managemeant process. The Company's dccu-
mentad and regularly reviewed procedures are
designad to safeguard our assets. address nisks
facing the business, and ensura timely reporing
to Ihe Board and senior management. We main-
tain a clear organizational structure with defined
Hdelegation of authorties. Our senicr management

takes the day to day responsibility for mplemen-
tation of proceduras; ongoing risk monitoring;
and effectiveness of controls. On an ongoing
basig, we monitor risks facad by the Company to
ensure pertinant control arrangements, Our risk
ang! contra! procedures are supported through:

Internal Control Self Assessment

The internal Control Self Assessment (ICSA) axer-
cise is carried out by the Company every year
which assists in the thorough assessment of
controls to ensura a robust contral structure. The
senior management of the Company leads this
annual seif assessment exercise. Existing controls
are identified, assessed ang documanted with the
help of the onlina Control Self Assessment Teol
(CSAT). Weaknssses highlighted through this
axercise are documented through action plans
which clearly define the corresponding actions 1o
close the identified weaknesses in the systerm and
processes. Acticn plans are followead up ngarously
to ensure that corrective actior is timely taker for
the effective functioning of controis.

Enterprise Risk Management

The Enterprise Risk Management (ERM) meth-
odology is part of AkzoNobel's effort to clearly
and structurally prioritize the risks affecting our
oparatians and organizaticns, in order 1o focus
the efforts on those risks that are not contralled
in an acceptable manner. For this purpose, ERM
warkshops are conducied on a periodic bass.
The purpose and goal of the ERM warkshops is
to identity, assess and develop responses to the
main risks that are affecting or could in the fulure
affact the Company in achieving ils strategy and
objectives ifinancial & non-financial). A cross-func-
tional Executive Team identifies a detailed list of
overall business risk exposures. This exercise
is performed by all businesses and furctions:
and the main outcome of these workshops s
the development of a current and complete risk
profile upon which necessary aclion plans are
developed to take, treat or transfer (3T's) the
identified rsks. These achion plans are manitcrad
on a regular basis.
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The Board of Directors
are elected or appointed
as representatives of the
stockholders to establish
corporate management
related policies and

to make decisions on
major company issues.

1. Mueen Afzal (Chairman; Independent)
Appointed to the Board of Directars of Akzo Nobel
Pakistan Limited on May 23, 2012, Mr. Mueen Afzallg
also the Chairman of Akzo Nobel Pakistan Limited. M§
Afzal joined the Civil Service of Pakistan in 1964 and
held mportant positions, including Finance Secretary in
Balochistan (1981- 1984) and in the Punjab (1984:1086),
He was also the Economic Minister in the Pakistan
Embassy, Washington, DC, USA (1987-1990), Health
Secretary for the Government of Pakistan (1995-1996),
Finance Secretary for the Government of Pakistan (1996~
1998), and Secretary General, Finante and Economic
Affairs from 1899-2002. Mr, Afzal has been awarded
Hilal-e- Imitaz for distinguished public service in 2002,
Additionally, Mr. Musen Afzal is the Ehgirman of Pakistan
Tobacco Company Limited and Sanjan Nagar Public
Education Trust, Lahore and currently holds dirsator
ships of Murree Brewery Company Limited Rawalpindi,
Pakistan Philanthropy Centre, Islamabad, Beaconhouse
National University, Lahore, Childien's Global Netwaork,
Islamabad, Karachl Educatiopinitiative, Dawood
Centre, KarachiyGreen bean Coffee Company, a
private company inlslamabad whieh roasts and markat
coffes beans, He Isalso'a Senion Advisor In Pakistan
for Faber industries Spa, an Italian company which
prociuces CNG cylinders for road transport; Nafa funds
in Lahore; member of the board of directors of IDEAS,
ammkmmmmmummsbam

in Lahore end member of the a:Msow committes an

SwhAsianhsuasatWalfsmCdega Oxmumm
mamembacﬂ}nadviwy for the Federal
Ombudsman In Islamabad: L

Mr. Afzalisatsoamber ! 'pansiuncommu-

|
Vehari and Multan (1985-88), Cornmissioner Multan
Divisian (1998}, Commissioner Rawalpindi (1996). He'
remained Secretary Services and Principal .
to the Governor, Government of the Purijab. At tHar I
Feceral Government level, Mr, Zia senved as-Secratary.
Ports and Shipping (2005-06), Secretary Planning and| |
Secretary Food, Agrictilture & Live stock (2007-10) and - f

WPWMWSWWW
GovarnrrmtinMed Smmmm_ . Reh

&mc«mmmmmmdmyrfﬂ '
|son1hapanemfmeﬂallnrw Sollege.
Government of Pakistan, Hanusaewedaam a |
Lahore Gymiknana Gl thrice: l-:afrsmm&gaiu it }

is fond of reading and travelling. [} / #

3. Peter Tomlinson (Non-Executive) i il I
Appointed to the Board of Ditectors of \hlan *ar-‘ al !
Pakistan Limited on May 23, 2012, Petar Tor Iﬁl ol
a graduate of University of Yukm G d l { |
i markating |
|

Chemistry 1984, has heid vArOUS S8

management positions far Courtat .
Decorative and Yacht Coatings frafs
1990-1992, Peter acted as the Genefal M
Courtaulds Yacht Coatings (italy). In S
Pater held various General Management Opata
R&D and Commercial positions in Akzol
Peler was the Aerospace General Manag 1 o
2008, in AlcoNobel, The Netherlands. -.".:. "
was also the SBU Director EMEA Marine & Brotee
Coatings (UK) 2005-2041 (voard mamber ¢ "l'{
Gmn French, KNathadand i

[ UAE (Paints) LLLC, Akzio |
20 Nobel LLE (Qatar), Akzcj

as SAE (Egypt), Internation

kzo Nobel Powder Coatings Sout

d, Akzo Nobel Oman SAOC. Mr, Tomli i

i50 mB'IeboardochmNohal Omarsmcedammﬁ

143’0.4!me& Decorative Paints LLC (UAR

aLIa! m"ﬁ. ’W

|




uh -’Mm also attended the

Technical Maintenance Departrment, He moved
" to thallndustrial Chemicals site Hangelo (NL) as

Site controller in 2004. He joined the Functional
Chemicals In 2006 as SBU Controller for the
global MCA (Monochloroacetic Acid) business.
After pending 2.5 years with MCA, Michiel
changed jobs again in 2008 and jeined Comporate
HQ as Manager Economic Affairs assisting the
BA Caniraller Performance Coatings and the

" . Corporate Controliing Department.

el s an all-round senior Finance professional
th experience in business strategy, business
artnaring, capital allocation. budgeting,

Khan, Chief Executive of Akzo
was appointed to the Board of Di
N Auguist 2011, He started his career with
Pakistan in November 1983, where he ha

" served In various sales and marketing roles, and

later in managing businesses. His commercial
experience has beean in the pharmaceuticals,
agrochemicals, polyester fibers, specialty
chemicals. and paints industries, and he has
broad experience in working with international
companies dolng business in Pakistan.

in 2012, Jehanzeb led his team In demerging
the paints business from IC! Pakistan, and in the
same year established AkzoNobel Pakistan as an
independeant public listed company. Since then
he has successiully steered AkzoNobal Pakistan
in establishing itsell as a successiul, profitable
and sustainable entity. At work he is passionate

aboul creating value for stakeholders, and doipgs

se In a manner that embraces AkzoNok
excltement about sustainability, He recel
schooling from Burn Hall in Abbottabad

BS in'Auto Diesel Technology from the O
Institute of Technology in the US, and st

for his MBA degree at the Darden Schd
Liniversity of Virginia. Jehanzeb has attencld
several management programs ingluding the

4y

ment Programs at INSEAD,
ateqic Leadership Programal

ood (Executive Director and

ial Officer)
pod was appointed to the Boand
Alzo Nobel Pakistan Limited In
¢ Is also the Chiel Financtal

ger. |nMarch20|3.he}0h9dN-u:o
akistan Limited as Finance Managg
At ook over as CFQof the company
January 2015, 1
He received his :mhunling from Altehis
College Lahore, L 2 Char
Accountant f ?uij- it
of Pakist .
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Bashar Rasheed Usman Ali Jamil
Supply Chain Manager HR Business Partner
Jehanzeb Khan Syed Muhammad Ismail
Chief Executive Hussain Naqvi

Business Manager,
Rizwan Afzal Performance Ceatings

Operations Manager

Saad Mahmood Rashid
Harris Mahmood Business Manager,
Chief Financial Officer Decorative Paints






Annual Report 2015

Report of the Directors

For the year ended December 31, 2015

Your Directors are pleased to present the annual report together with the
audited financial statements of the company for the vear ended December
31, 2018.

Mr. Zia Ur Rehman joined the board as independent diractor replacing Mr.
Asad | A Khan during the year. Tha Board thanks Mr. Asad | A Khan for his
contribution to the company in its formative years.

Overview

The year's tumover at PKR 7.2 billicn was higher by 4% over last year, The
company's gross profit increased by 14% primarily dus to lower raw matenal
costs as a result of significant reduction in petroleum prices. To remain compet-
itive, the company introduced effective promotional schemas and media
campaigns to secure volumes; consequently seling and distribution expenses
were 23% higher compared to last year. The company's focus on cost controls
continued and as a result manufacturing, administrative and general expenses
wera 5% below last year's levels. Hence, operating profit &t PKR 87 1m was
21% higher than last vear's.

Profit before tax at PKR 804m was higher by 19% and accordingly eamings
per share al PKR 11.81 were higher than last year by 18%.

The company contributed PKR 1.09 bilion to the national exchequer through
taxes, dutes and other levies during 2015 (2014: PKR 1.02 billion),

Financial Performance
PKR million
z018 2014 increase
{Decreasea)

Tumover 7171 6915 4%
Net sales 4,927 4.802 1%
Gross pofit 2,018 1,772 14%
Operating profit 671 555 21%
Profit befors taxation 54 578 19%
Profit aher taxation 538 450 18%
Eamings per share - FKR 11.61 9.88 18%

Dividends

Keeping in view ifs business prospects and after due consideration of the
Company's cash flow requirements, the Board of Directors s pleased to propese
a final dividend of PKR 6.50 per ordinary share i.e. 65% for the year ended
December 31, 2015.

Health, Safety and Environment - HSE

The company recorded two injury accidents during the year, and the experience
gained will be used to make the workplace safer. In line with AkzoNoba!'s policies,
the company has embarked on two maijor initiatives (BBS - Behavior Based
Safety and PSM - Process Safety Management) to further enhance the safaty of
our people and equipment.

As a part of the company's drive to improve Operational Eco Efficiency a number
of intlatives were undertaken in 2015 te reduce waste and water consumption
at our piant. These were lower by 26% and 5% respectivaly.

Business performance

Competition in the decorative paint market remained aggressive and the major
players invested savings from lower raw materials costs on channel partrers
and influencers by offering higher discounts and lucrative promational schemes.
Your company also Introduced fresh promotional schemes to engage the
trade channel and to support volumes duning the year. Our media campaign

corinued on major television and radio channels of the country to strengthen
overal brand equity,

The Company took advantage of opportunities in the Automotive OEM and
Prolective Coatings markets, achieving healthy volume growth and adding
a new customer in the Tractors segment. Passenger car segment showed
growth on the back of additional volumes from the Taxi Scherne launched by
the Government iIn Q1 2015. Specialty Chemicals portfolio also continuad to
deiver good growth and maintained its focus on expanding its product range
and adding customers to this portfalio.

Future Outlook

With an improved security situation the macro-sconcmic outlook of the country
is showing posiive signs. The gradual increase in foreign exchange reserves,
love nflation and very low discount rate are expected to play a significant role in
promoeting industnal growth. Successful outcomes of the govemments' plans
to alieviate the energy crisis and further improvement in the security situation will
ackl [o the positives in the economy:

To remain compatitive in the market, the business will continue to invest on brand
builcing initiatives and product promotion to increase equity and awareness of
IC1 Dulux and to maintain shelf space in the channel,

Introduction of new produicts and customer development in Protective Coatings
and Specialty Chemicals market are likely to vield good results in the short to
roecium term for the Company. However the Tractor segment is expected to
slow down due to a variety of reasons, which include two successive poor
harvests in the agricuiture sector.

Acknowledgment

Wa take this opportunity to thank our valued customers and consumers who
have frustin our products and continued to provide sustained support i ensuring
1he progress of company. The company is also immensely proud of and thankdul
1o the employees for their commitment, loyalty and dedication. We greatly value
thz support and cooperation receved from our esteemed suppliers, trading part-
ness, bankers and all stakeholders who are helping and contributing towards the
continued growth of the company. This is helping us In enhancing the quality
ol life for our citizens by creating a more aesthetically attractive environment in
e country.

Auditors

e present auditors KPMG Taseer Hadii & Co. Chartered Accountants have
retired, The management has proposed to appoint A. F. Ferguson & Co.
Chartered Accountants as the extamal auditor for 2016,

~ompliance with the Code of Corporate Governance

As required under the code of corporate governance 2012, the Directors are

Heased to state as follows:

* The financial statements, prepared by tha management of the company
present fairly its state of affairs, the result of its operations, cash flows and
changes in squity.

* Proper books of acoount of the company have been maintained.

= Appropriate accounting policies have been consistently applied in preparation
of financial statements and accounting estimates are basad on reasonable
and prudent judgment.

* Intematicnal Financial Reporting Standards, as applicable in Pakistan, have
been followed in preparation of financial statements and deviation if any from
these has been adequately disclosed and explained,



* The system of intermal control is sound in design and has been effectively
implemented and monitored.

® Therg are no signficant doubts upon the Company’s ability to continue as 8
going concem.

» There has been no material departure from the best practices of comorate
governance as detailed in the Listing Regulations.

* Key operating and financial data for the last five years is summarized on page
F52 and F53.

*  Quitstanding taxes and levies are given in the Notes to the Financial Statements.

» The management of the Company is committed to good corporate gover-
nance and appropnate steps are taken to comply with best practices.

Investment in retirement benefits

The value of investments made by the staff retirement funds operated by the
trustees of the funds. as per thelr resoective audited financial statements for the
vear ended December 31, 2014, are as follows:

B Value in PKR million
Akzo Nobel Pakistan Limited Management Staff Provident Fund 253
Alzo Nobel Pakistan Limited Management Staff Gratuity Fund 160

Alzo Nebel Pakistan Limited Management Staff Pensien Fund
Axzo Nobe: Pakustan Limited Management Staff Defined

Contribution Superannuation Fund 116
Akzo Nobe! Pakistan Limited Non Management Staffl Provident Fund 32

276

Directors' attendance

Dunng the year, & (five) Board of Directors, 5 (five) Audit Committee and 2 (two) HR
& Remuneration Committee meetinas were held. Attendance by sach Director/
CFO/Company Secrstary was &s folows.

Mr Mueen Afzal
Mr. Feter Tomlinson
E’ir. Asadi | A Khan
Mr. Jehanzeb Knan
ChiefExecutve _
M, Hams Manmood 5 5 -
Chusf Francial Cfficer - B
Mr. Bart Kasler 5
4

M. Michiel Franse

Mr. Zia Lir Rehman
Ms Sara Socfi
Corripany Secretary
Mr. Rehan Hamid - 2
Secetary Audit Committee. . - =
M, Usman Al Jamil = - c
Secrelary HR & R Cormmittes

A

Mueen Afzal
Chairrman

Lahore

February 24, 2016
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Leave of absence was granted to directors who could not attend some of the
Board meetings.

Director’'s training

Mr. Harris Mahmood has completed the certification for the Director's Training
Program conductaed by Pakistan Institute of Corporate Governance (PICG) in
2015. Mr. Mueen Afzal, Mr. Asad | A Khan and Mr. Jehanzeb Khan had alreacly

completed this training in previous years.

Pattarn of shareholding

A stalement showing the pattern of shareholding in the Company along with
additional information as at December 31, 2015 appears on page numoers
F54 to F56.

ICl Omicron B.V. (an AkzoNobel group company) held 75.81% shares, while
Institutions held 5.91% and individuals and others held the balance 18.5%.

The highest and the lowest market prices during 2015 were PKR 452,11 and
PXR 216.95 per share respectively.

The Directors, CEQ, CFO, Company Secretary and their spouses and minor
chilciren did not camy out any transaction in the shares of the company during
tha year,

Jehanzeb Khan
Chief Executive
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Statement of Compliance with the
Code of Corporate Governance

for the year ended December 31, 2015

This statement is being presented to comply with the Code of Garporate
Governance contained in the Regulation No. 35 of the Listing Regulations
of the stock exchanges for the purpase of establishing a framework of
good governance, whereby a listed company is managed in compii-
ance with the best practices of corporate governance. The Company
has applied the principles contained in the Code in the following manner:

1.

1%

10.

1l

The Company encourages representation of independent. nan-execu-
tive dirsctors and directars representing minority interests on its Board of
Directors. At Decamber 31, 2015 the Board includes:

Category Names
Indepencgent Director Mr. Mueen Afzal (Chamman)
Mr. Zia Ur Rehman

Executive Director M. Jehanzeb Khan

Mr. Harris Mahmoaod

M. Pater Tomlinsen

. Bart Kaster

Mr. Michigl Franse

The independent directors meat the criteria of ndependence under clause
i (b) of the Code of Cerporate Governance,

The directors have confirmed that none of them s serving as a
girectar in more than seven listed companies, including Akzo Nobel
Pekistan Limieq,

Al the resident directors of the Company are registersd as tax-payers and
none of therm has defaulted in payment of any loan 1o a banking company,
a DFl or a NBFl or, being a member of stock exchange, has been declared
as a defaulter by that stock exchange:

A casual vacancy occurrad on the Board during the year on
January 17, 2015 and was fillad up by the Directors within the stipu-
iated time.

Election of Directors was held at Annual General Meeting on Aoril 28, 2013,
for the next three years term and seven Directors were elected as fixed by
the Board,

The Company has prepared a "Code of Conduct” and has ensured that
approprate steps have besn taken to disseminate it throughout the Company
along with its supparting policies and procedures.

The Board has developed a mission staterment, overall corporate strategy
and significant policies of the Company. In the meantime, the Company
has adopted all significant policies applicable at the time of demerger.

All the powers of the Board have been duly exercised and decisions o
material transactions, including appaintment and determination of remu-
neration and terms and conditions of employment of CEC, ather execlitive
and non executive directors, have been taken by the Board.

During the year five meatings of the Board were held which were all
presided over by the Charman, Written notices of the regular Beard meet-
ings, along with agenda and working papers, were circulated at least seven
days before the mealings. The minutes of these meetings were appropri-
ately recorded and circulated n ima.

The diirectors have been provided with copies of the fisting requlatians of the
Karachi Stock Exchange Limited, Company's Memorandum and Arlicles
of Association and the Code of Corparate Governance and they are all
conversant with their duties and rasponsitilities. During tne year, one cf the
directors attended he Corporate Governance Leadership Skill - Director
Eaucational Progammme at PICG, whie two of the directors an the Board
have already acquired this training in previous years,

The Board has approved appointment of the CFO, Acting Company
Secretary and Head of Internal Audit, mcluding their remuneration anc
termis and conditions of employment.

Non-Executive Diractor

12, The Directors’ Repart for this year has been prepared in complance with

tha requirenents of the Code of Corperate Governance and fully describes
1he salient matters required to be disclosed.

4 The financial statements of the Company were duly endorsed by the CEO
anc CFO tafore approval of the Board. The half yearty and annual accounts
were alse intialed by the external auditors before prasentation o the Board.

14, Tha Dirsctors, CEO and executives do not hold any interest in the shares

of the Company other than that disclosed in the pattem of sharehoiding.
o The Corngany has complied with 2ll the corperate and financial reparting
requirements of the Code of Comporate Governance.

16, The Board has formed an Audit Committes comprising of four members,

all of whom are either non-executive or indegendent directors and the
chairman of the committee & an independent director.

" The meetings of the Audit committee were held at least once every
quarter prior te approval of intarim and final results of the company as
tequired by the Code of Cerporate Governance. The terms of refer-
anee of the commitiee have been formed and advised to the committee
for compiance.

‘4. The Board has formed an HR and Remuneration Commiltee comprising

ol three members, of whom two are non-executive directors and the

chairran of the committee is an independent director.

The Board has outsaurced the internal audit function to M/s Ernst & Young

Forel Bhodes Sidat Hyder & Co., Chartered Accountants, who are consid-

ered sultably qualified and experienced for the purposs and are conversan!

with the policies and procedures of the Company.

(. The statutory auditors of the Company have confimmed that they have been
giver a satisfactory rating under the quality control review program of the
institte of Chartersd Accountants of Pakistan (ICAP), that they or any of
the partners of the lirm. thair spouses and minor children da not hold shares
of the Company and that the firm anc al its partners are in compliance with
Intermational Federation of Accountants (IFAC) guidelinas on code of ethics
az adopted by the ICAR

1. The statutory auditors ar the persons associated with therm bave not been

appointed to provide other services except in accordance with the listing
regulations anc the auditors have confimed that they have observed IFAC
guidelines in this regard.

U2 Tha 'closad period’ prior to the announcement of interim / final results. and

business degisions, which may materially affect the market price: of compa-
ny's sacurities, was determined and intimated to directors, employess and
stock exchanges.

23, Market / price sensitive informaticn has been disseminated among all

markel participants at once through stock exchanges.

24, Wa confirm that all other material principles enshrinea in the Code of

Corporate Governance have besn complied with.

A /
Mueen Afzal Jehanzeb Khan
Chairman Chief Executive
Lahore

February 24, 2016
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Review Report

lrv- the met

1bers on Statemenr of Compliance with

best practices of Code of Corporate Governance

We nave reviewed the enclosed Statement of Compliance with the best
practices contaned in the Code of Carporate Govamance (“the Code”)
prapared by the Board of Directors of Akzo Nobal Pakistan Limited ("the
Company”) for the vear ended December 31, 2015 to comply wilth the
recuirements of Rule Book of Pakistan Stock Exchange (formally Karachi,
Lahzre and Islamabad Stock Exchanges), where the Campany is listed.

Tha responsbility far compliance with the Code is that of the Board of
Dirzctors of the Company. Our responsibility is to review. to the extant
whare such compliance can be ohijectively varified, whether the Statement
of Comupliance reflects the status of the Company’s compliance with
tha provisions of the Code and report I it does not and to highlight any
nen-compliance with the requirements of the Code. A review is imitad
prirarily to inauiries of the Company’s persennel and review ol various
dozurents preparad by the Company to comply with the Code.

As part of our audit of the financial statements we are requirad to obtain an
understanding of the accounting and ntemal control systems sufficient to
plan the audit and oevelop an effective audit approach. We are not required
to consider whather the Board of Directors' statement on Internal control
covers al risks and cantrols or to form an apinion on the effectiveness of
such riternal cortrols, the Company's corporate govarnance procedures
and risks,

Lahore

February 24 2016

The Code requires the Company to place oefore the Audit Committee,
and upon the recommendation o! the Audit Cormmitlee, placs belore the
Board of Directors for ther review and approval, its related party transac-
tions distinguishing between transactions carried out on terms squivalent (o
thosa that prevall In arm's length lransactions and transactions which ars not
executed at arm'’s length price and recording proper justification for using
such allernate pricing mechanism, We are only requirad and have ensurad
compliance of this racuirement to the extent of the approval of the related
party lransactions by the Board of Directors upon recommendation of the
Audit Committee. We have not carmed out any procedures to determine
whether the related party transactions were under taken at arm's length
price or not.

Based on our review. nothirg has come to our attention which causes us
to pelieve that the Statement of Compliance does not appropriately refiect
the Company's compliance. In all material respects, with the best practices
contained in the Code as applicabiz to the Company for the year ended
December 31, 2015,

S e B

KPMG Taseer Haw & Co.
Chanered Accountants
(Kamran labal Yausafi
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Auditors’ Report to the Members

We have audited the annexed balance sheet of Akzo Nobel Pakistan Limited (“the Company’) as at 31 December 2015 and the
related profit and loss account, statement of comprehensive income, cash flow statement and statement of changes in equity
together with the notes forming part thereof, for the year then ended and we state that we have obtained all the information and
explanations which, to the best of our knowledge and belief, were necessary for the purposes of our audit.

It is the responsibility of the Company's management to establish and maintain a system of internal control, and prepare and
present the above said statements in conformity with the approved accounting standards and the requirements of the Companies
Ordinance, 1984. Our responsibility is to express an opinion on these statements based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan. These standards require that we
plan and perform the audit to obtain reasonable assurance about whether the above said statements are free of any material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the above said
statements. An audit also includes assessing the accounting policies and significant estimates made by management, as well as,
evaluating the overall presentation of the above said statements. We believe that our audit provides a reasonable basis for our
opinion and, after due verification, we report that;

a)  Inour opinion, proper books of account have been kept by the Company as required by the Companies Ordinance, 1984;
b)  inour opinion:

) the balance sheet and profit and loss account together with the notes thereon have been drawn up in conformity with
the Companies Ordinance, 1984, and are in agreement with the books of account and are further in accordance with
accounting policies consistently applied, except for the changes referred to in note 3.1 of the financial statements with
which we concur;

i) the expenditure incurred during the year was for the purpose of the Company’s business: and

i) the business conducted, investments made and the expenditure incurred during the year were in accordance with the
objects of the Company;

€)  Inouropinion and to the best of our information and according to the explanations given to us, the balance sheet, profit and
loss account, statement of comprehensive income, cash flow statement and statement of changes in equity together with
the notes forming part thereof conform with approved accounting standards as applicable in Pakistan, and, give the
information required by the Companies Ordinance, 1984, in the manner so required and respectively give a true and fair view
of the state of the Company's affairs as at 31 December 2015 and of the profit, its comprehensive income, its cash flows and
changes in equity for the year then ended: and

d) in our opinion, Zakat deductible at source under the Zakat and Usher Ordinance, 1980 (XVIIl of 1980), was deducted by the
Company and deposited in the Central Zakat Fund established under section 7 of that Ordinance.

B ) P

KPMG Taseer Hadi & Co.
Lahore Chartered Accountants
Date: 24 February 2016 (Kamran Igbal Yousafi)
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As at December 31, 2015
Amounts in Rs ‘000
Note 2015 2014
EQUITY AND LIABILITIES
Share capital and reserves
Authorized share capital ) 1,000,000 1,000,000
; : I
Issued, subscribed and paid-up capital 5 464,433 | 464,433
Reserves 6 :
-Capital reserves I 156,202 | 156,202
-Revenue reserve ‘ 1,383,041 1,093,428
2,003,676 1,714,063
Surplus on revaluation
of property, plant and equipment 7 877,136 880,198
Non-current liabilities
Deferred liabilities 8 48,440 44227
Current liabilities
I |
Trade and other payables 9 | 1,275,547 | 1,278,991 :
i
Provision for taxation ! 11,034 [ | 55,888 !
1,286,581 1,334,879
Contingencies and commitments 10
4,215,833 3,973,367
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Balance Sheet
As at December 31, 2015

Amounts in Rs ‘000

Note 2015 2014

ASSETS
Non-current assets
Property, plant and equipment 1 1,219,293 | 1,277.471
Intangibles 12 2,631 6,397
Long term loans 13 78,322 64,591
Long term deposits and prepayments 14 5,414 5,754
Deferred tax asset - net 15 231,860 184,101

1,537,520 1.558,314 |
Current assets
Stores and spares 16 . 18,751 | | 19._3_68
Stock-in-trade 17 361,481 | 359,589
Trade debts 18 459,082 | 509,976 :
Loans and advances 19 29,978 | 33,098 |
Trade deposits and short term prepayments 20 18,804 | 17,347
Interest accrued 3,233 | 3,116
Other receivables 21 16,213 12,8637 |
Cash and bank balances 22 1,770,771 1,479,922

2,678,313 | 2,435,053

B _ ) 4,215,833 3.973,367_

The annexed notes from 1 to 40 form an integral part of these financial statements.

Mueen Afzal Jehanzeb Khan Harris Mahmood
Chairman Chief Executive Chief Financial Officer



Annual Aeport 2015

F 04

“

Profit and Loss Account
For the year ended December 31, 2015

Amounts in Rs ‘000

Note 2015 2014
Sales - net 23 4,927,235 4,901,791
Cost of sales 24 (2,909,340) (3,129,630)
E‘nruss prdﬂt 2,017,895 1,772,161
Selling and distribution expenses 25 (1,008,678) (820,321)
Administrative and general expenses 26 (338,157) (396,922)
OEraﬁng profit B - 671,060 N 554,918

Finance cost 27 (s.edéj_' ‘ (9,734) |
Other charges 28 E (61,489) | | (52.415) |
(71,095) | (62,149)
Other income 29 204,257 185,730
P_rofit before taxation - N - ‘ 804,222 678,499
Taxation 30 (264,911) (219,643)
P_roﬁt .after taxation 539,311 458,856
Earnings per share - Basic and diluted - Rupees 31 11.61 9.88

The annexed notes from 1 to 40 farm an integral part of these financial statements.

AL

Mueen Afzal
Chairman

Jehanzeb Khan
Chief Executive

S

Harris Mahmood
Chief Financial Officer
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Statement of Comprehensive Income
For the year ended December 31, 2015

Amounts in Rs ‘000

Note 2015 2014

Profit for the year 539,311 458,856
Other comprehensive (loss) / income
Itens that will never be reclassified to profit or loss:

Remeasurement of defined benefit liability 8.3 [ (30,210) ‘ ‘ 34,889 |

Related tax impact 9,667 ’ ‘ (11,513)

(20,543) 23,376

Total comprehensi;n;c;me ﬁr .the_ year ;1 _3.768 _ 482,232

The annexed notes from 1 to 40 form an integral part of these financial statements.

A . S

Mueen Afzal Jehanzeb Khan Harris Mahmood
Chairman Chief Executive Chief Financial Officer
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Statement of Changes in Equity
For the year ended December 31, 2015

Amounts in Rs ‘000

Capital reserves Revenue reserve

Share Share Capital Unappropriated
Note capital premium receipts profit Total

Balance at January 01, 2014 464,433 156,006 196 1,374,519 1,995,154
Total comprehensive income for year

ended December 31, 2014 - -
Profit for the year - -1 - | [ 458,856 ‘ [ 458,856
Other comprehensive income for the year L 7 \ B - } . =) \ 23,376 | | 23376
Total comprehensive income = - - 482,232 482,232
Incremental depreciation charge during

the year - net of deferred tax 7 - - - 2,994 2,994
Transactions with owners of the Company

recognized directly in equity
Final dividend for the year ended - - - (116,111) (116,117)

December 31, 2013 @ Rs. 2.50 per share
Interim dividend for the year ended

December 31, 2014 @ Rs. 14.00 per share - - - (650,206) {650,2086)
Balance at December 31, 2014 464,433 156,008 196 1,093,428 1,714,063
Total comprehensive income for year

ended December 31, 2015
Profit for the year -1 -] ‘ - ‘ 539,311 | | 539,311
Other comprehensive loss for the year -1 -J - l (20,543) l | (20.543) |
Total comprehensive income 3 - g 518,768 518,768
Incremental depreciation charge during

the year - net of deferred tax 7 - = - 3,062 3,062
Transactions with owners of the Company

recognized directly in equity
Final dividend for the year ended

December 31, 2014 @ Rs. 5.00 per share - - - (232,217) (232,217)
Balance at December 31, 2015 464,433 156,006 196 1,383,041 2,003,676

The annexed notes from 1 to 40 form an integral part of these financial statements.

u{/ /

Mueen Afzal Jehanzeb Khan Harris Mahmood
Chairman Chief Executive Chief Financial Officer



Cash Flow Statement
For the year ended December 31, 2015

Amounts in Rs ‘000

Note 2015 2014
Cash flows from operating activities
Profit before taxation 804,222 678,499
Adjustments for:
Depreciation and amaortization 117,756 155,914
Loss on disposal of property, plant and equipment 2,882 2,672
Provision for employee benefits obligation 35,868 43,469
Provision for doubtful debts 56,025 50,471
Reversal of pravision no longer required (69,158) (58.720)
Write in of other payables (19,307) -
Provision for slow moving and obsolete stores and spares - 1,839
Reversal of provision for obsolete stock (3,997) (2,521)
Interest income (72,855) (74,687)
' 851,436 796,936
Movement in working capital:
Decrease / (increase) in current assets
Stores and spares ' 617 3,075
Stock-in-trade 2,105 236,642
Trade debts (5,131) (13,4298)
Loans and advances 3,120 19,056
Trade deposits and short term prepayments (1,457) (9,171)
Other receivables (3,576) 22.816
(4,322) 258,920
Increase in current liabilities
Trade and other payables 54,392 45,778
Net cash generated from operations 901,506 1,101,634
Increase in long term loans (13,731) (1,180)
Decrease in long term deposits and prepayments 340 101
Employee benefits paid (30,861) (37.3986)
Tax paid (347,857) (241,446)
Net cash generated from operating activities 509,397 821,713
Cash flows from investing activities
Payments for capital expenditure (60,758) (62,052)
Proceeds from disposal of property, plant and equipment 1,365 609
Interest received 72,938 81,053
Net cash generated from investing activities 13,545 19,610
Cash flows from financing activities
Dividend paid (232,093) (765.907)
Net cash used in financing activities (232,093) (765.907)
Net cash generated during the year 290,849 75,416
Cash and cash equivalents at the beginning of the year 1,479,922 1,404,506
Cash and cash equivalents at the end of the year 22 1,770,771 1,479,922

The annexed notes from 1 to 40 form an integral part of these financial statements.

/
sl ”

Mueen Afzal Jehanzeb Khan Harris Mahmood
Chairman Chief Executive Chief Financial Officer
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2.2

23

2.4

Reporting entity

Akzo Nobel Pakistan Limited ("the Company”) was incorporated in Pakistan on August 25, 2011 as a public unlisted
company under the Companies Ordinance, 1984 subsequent to demerger of Paints Business of IC| Pakistan Limited
with effect from July 01, 2011 in accordance with the Scheme of Arrangement. The Company was listed on the
Karachi and Islamabad Stock Exchanges on July 11, 2012 and Lahore Stock Exchange on July 17, 2012. The
registered office of the Company is situated at 348, Ferozepur Road, Lahore. The Company is primarily involved in
the manufacturing of paints and trading of specialty chemicals.

Basis of preparation

Statement of compliance

These financial statements have been prepared in accordance with approved accounting standards as applicable in
Pakistan. Approved accounting standards comprise of such International Financial Reporting Standards (IFRS)
issued by the International Accounting Standards Board and Islamic Financial Accounting Standards (IFAS's) issued
by the Institute of Chartered Accountants of Pakistan as are notified under the Companies Ordinance. 1984,
pravisions of and directives issued under the Companies Ordinance, 1984. In case requirements differ, the provisions
of, and directives issued under the Companies Ordinance, 1984 shall prevail.

Basis of measurement

These financial statements have been prepared under the historical cost convention, except for:

- certain classes of property, plant and equipment (i.e. freehold land, buildings on freehold land and plant and
machinery) that are stated at revalued amounts;

- certain foreign currency translation adjustments;

- defined benefit asset / liability at fair value of plan asset less present value of defined benefit obligation (Note 8); and
- derivative financial instruments.

Functional and presentation currency

These financial statements are presented in Pakistani Rupees which is also the Company's functional currency and
has been rounded to the nearest thousand.

Use of estimates and judgments

The preparation of financial statements in conformity with approved accounting standards as applicable in Pakistan
requires management to make estimates, judgments and assumptions that affect the application of policies and
reported amounts of assets and liabilities and income and expenses. The estimates. associated assumptions and
judgments are continually evaluated and are based on historical experience and various factors, including reasonable
expectations of future events.

Estimates and judgments made by the management that may have a significant risk of material adjustments to the
financial statements in subsequent years are as below:

Defined benefit obligation

Certain actuarial assumptions have been adopted as disclosed in Note 8.11 to the financial statements for present
value of defined benefit obligations and fair value of plan assets. Any changes in these assumptions in future years
might affect gains and losses in those years.



Notes to the Financial Statements
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Property, plant and equipment and Intangibles

The estimates for revalued amounts, if any, of different classes of property, plant and equipment, are based on
valuation performed by external professional valuer and recommendation of technical teams of the Company. The
said recommendations also include estimates with respect to residual values and useful lives of property, plant and
equipment and intangibles. Further, the Company reviews the value of the assets for possible impairment on an
annual basis. The future cash flows used in the impairment testing of assets is based on management's best
estimates which may change in future periods. Any change in the estimatas in future years might affect the carrying
amounts of the respective items of property, plant and equipment and intangibles with a corresponding affect on the
depreciation / amortization charge and impairment.

Income Taxes

In making the estimates for income taxes currently payable by the Company, the management looks at the current
income tax laws and the decisions of appellate authorities on certain issues in the past. In determination of deferred
taxes, estimates of the Company's future taxable profit are taken into consideration.

The tax year of the Company is same as its accounting year. The income tax assessments of the Company up to and
including tax year 2015 have been completed under the provisions of section 120 of the Income Tax Ordinance, 2001
except for the followings:

For the tax year 2012, the Additional Commissioner Inland Revenue (Audit) [ACIR’], Zone-Il, Large Taxpayers Unit,
Lahore through order dated January 31, 2014 raised a tax demand of Rs. 89.49 million, in addition to the original
assessment of Rs. 151.91 million. The Company filed an appeal before Commissioner Inland Revenue (Appeals) ['CIR
{A)'] against the aforesaid order, which was disposed through the appellate order dated May 05, 2014 wherein the
CIR (A) remanded majority of the issues back to the assessing officer. The remaining issues of 'apportionment of
other income' and 'disallowance of tax credit' have been contested by the Company with the Appellate Tribunal
Inland Revenue ('ATIR') whereas the tax department has also contested the issue of "WWF' and ‘amortization of
advertisement expense’ with the ATIR. The Additional Commissioner Inland Revenue (Audit) ['ACIR'], Zane-Il, Large
Taxpayers Unit, Lahore through notice dated June 8, 2015 initiated the proceedings under section 124 of the
Ordinance and confronted the issues remanded by the CIR (A) to the Company, which have been duly replied.
However, the respective order had not been finalized.

For the tax year 2013, the ACIR through assessment order dated April 30, 2014, passed under section 122(5A) of the
Income Tax Ordinance, amended the taxable income of the Company and raised a tax demand of Rs 15.53 million,
in addition to original assessment of Rs. 44.73 million. The Company filed an appeal before the CIR (A), which was
disposed through the appellate order dated October 27, 2014, wherein the CIR (A) decided some of the issues in
favour of the Company. The remaining issues have been contested by the Company with the ATIR. The department
has also filed an appeal with the ATIR on the issues decided in favour of the Company. The Company had partially
paid the demand raised through the amendment order and as a consequence of the aforementioned appellate order,
an amount of Rs. 4.6 million becomes refundable if the appeal effect is given by the department.

For the tax year 2014, the Company has been selected by Federal Board of Revenue (‘FBR') for audit of Income Tax
ws 214C for Tax Year 2014 and Sales Tax u/s 728 for tax periods July 2013 to June 2014 through computer ballot
held on September 14, 2015. The Company has also approached the Honourable Lahore High Court which has
directed FBR officials not to pass any order till the final decision of this petition. However, no adverse inference could
be drawn from this exercise at present.

Stock-in-trade and stores and spares

The net realizable value of stock-in-trade and stores and spares are assessed for any diminution in their respective
values. Any change in the estimates in future vears might affect the carrying amounts of stock-in-trade and stores
and spares with the corresponding effect of the impairment. Net realizable value is determined with respect to
estimated selling price less estimated expenditure to make the sale.
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3.2

Trade debts, advances and other receivables

The recoverability of trade debts, advances and other receivables are reviewed at each reporting date to assess
whether provision should be recorded in the profit and loss account. In particular, judgment by management is
required in the estimation of the amount and timing of future cash flows when determining the level of provision
required. Such estimates are based on assumptions about a number of factors and actual results may differ, resulting
in future changes to the provisions.

Other areas where estimates and judgments are involved have been disclosed in the respective notes to the financial
statements.

Significant accounting policies

The accounting policies set out below have been applied consistently to all periods presented in these financial
statements, except for the change explained below:

Change in Accounting Policy

During the year, the Company has adopted IFRS 12 'Fair Value Measurement' which became effective for the
financial periods beginning on or after January 01, 2015. IFRS 13 'Fair Value Measurement' establishes a single
framework far measuring fair value and making disclosures about fair value measurements when such measurements
are required or permitted by other IFRSs, It unifies the definition of fair values as the prices that would be received to
sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement
date. It replaces and expands the disclosure requirements about fair value measurements in other IFRSs, including
IFRS 7 'Financial Instruments Disclosures'. As a result, the Company has included an additional disclosure in this
regard in note 35 to the financial statements. In accordance with the transitional provisions of IFRS 13, the Company
has applied the new fair value measurement guidance prospectively and has not provided any comparative
information for new disclosures. The application of IFRS 13 does not have any significant impact on the financial
statements of the Company except for certain additional disclosures.

Property, plant and equipment

Property, plant and equipment (except freehold land, buildings on freehold land and plant and machinery) are stated
at cost less accumulated depreciation and accumulated impairment losses, if any. Freehold land is stated at revalued
amount, buildings on freehold land and plant and machinery are stated at revalued amounts less accumulated
depreciation and accumulated impairment losses, if any. Capital work-in-progress is stated at cost. Cost of certain
property, plant and equipment comprises historical cost, exchange differences recognized, cost of exchange risk
cover in respect of foreign currency loans obtained, If any, for the acquisition of property, plant and equipment up to
the commencement of commercial production and the cost of borrowings during construction period in respect of
loans taken, if any, for specific projects.

Depreciation charge is based on the straight-line method whereby the cost or revalued amount of an asset is written
off to profit and loss account over its estimated useful life after taking into account the residual value, if material.
Depreciation on additions is charged from the month in which the asset is available for use and on disposals up to
the month preceding the disposal. The rate of depreciation is specified in nota 11.1 to these financial statements.

The residual value. depreciation method and the useful lives of each part of property, plant and equipment that is
significant in relation to the total cost of the asset are reviewed, and adjusted if appropriate, at each balance sheet
date.

Surplus on revaluation of property, plant and equipment is credited to the surplus on revaluation account. To the
extent of the incremental depreciation charged on the revalued assets the related surplus on revaluation of property,
plant and equipment (net of deferred taxation) is transferred directly to unappropriated profit.
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3.3

3.4

3.5

3.6

3.6.1

Maintenance and normal repairs are charged to profit and loss account as and when incurred. Improvements are
capitalized when it Is probable that respective future economic benefits will flow to the Company and the cost of the
itemn can be measured reliably. Assets replaced, if any, are derecognized.

Gains and losses on disposal of assets are taken to the profit and loss account, and the related surplus / deficit on
revaluation of property, plant and equipment is transferred directly to retained earnings (unappropriated profits).

Intangibles
Intangibles with a finite useful life, such as certain software, licenses (including software licenses, etc.) and property
rights. are capitalized initially at cost and subsequently stated at cost less accumulated amortization and impairment

losses, If any.

Subsequent expenditure is capitalized only when it increases the future economic benefits embodied in the specific
asset to which it relates. All other expenditures are recognized in profit and loss account as incurred.

Amortization is based on the cost of an asset less its residual value, if any. Amortization is recognized in profit and
loss on a straight-line basis over the estimated useful lives of intangibles. Amortization methods, useful lives and
residual values are reviewed at each reporting date and adjusted, if appropriate.

Stores and spares

Stores and spares are stated at the lower of cost and net realizable value. Cost is determined using weighted average
method. [tems in transit are valued at cost comprising invoice value plus other charges paid thereon upto the balance
sheet date.

Stock-in-trade

Stock-in-trade is valued at lower of weighted average cost and estimated net realizabie value.

Cost comprises all costs of purchase, costs of conversion and other costs incurred in bringing the inventaries to their
present location and condition.

Raw materials Weighted average cost
Work-in-process and finished goods Cost of direct materials, labour and appropriate
manufacturing overheads

Net realizable value signifies the estimated selling price in the ordinary course of business less net estimated costs
of completion and selling expenses.

Stock-in-transit is valued at a cost. comprising invoice value plus other charges invoiced there on.

Financial instruments

Non-derivative financial assets

The Company initially recaognises loans and receivables on the date that they are originated. All other financial assets
(including assets designated as at fair value through profit or loss) are recognised initially on the trade date, which is
the date that the Company becomes a party to the contractual provisions of the instrument.

The Company derecognises a financial asset when the contractual rights to the cash flows from the assets expire, or
it transfers the rights to receive the contractual cash flows in a transaction in which substantially all the risks and

rewards of ownership of the financial assets are transferred. Any interest in such transferred financial assets that is
created or retained by the Company is recognised as a separate asset or liability
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3.6.2

3.6.3

The Company classifies non-derivative financial assets into the following categories:

- Financial assets at fair value through profit or loss:

- Held-to-maturity financial assets;

- Loans and receivables; and

= Available-for-sale financial assets.

Loans an iv.

Loans and receivables are financial assets with fixed or determinable payments that are not quoted in an active
market. Such assets are recognised initially at fair value plus any directly attributable transaction costs. Subsequent
to initial recognition, loans and receivables are measured at amortised cost using the effective interest method, less
any impairment losses. A provision for impairment of loans and receivables is established when there is objective
evidence that the Company will not be able to collect all amounts due according to the original terms of receivables,

Loans and receivables include loans, deposits. trade debts, interest accrued, other receivables and cash and bank
balances of the Company.

Cash and cash equivalents comprise cash balances and call deposits with maturities of three months or less from the
acquisition date that are subject to an insignificant risk of changes in their fair value, and are used by the Company
in the management of its short-term commitments.

As at December 31, 2015 no financial assets of the Company are classified under following categories:

- Financial assets at fair value through profit or loss;

- Available-for-sale financial assets; and

E Held-to-maturity financial assets.

Non-derivative financial liabilities

The Company initially recognises debt securities issued and subordinated liabllities on the date that they are
originated. All other financial liabilities are recogrised initially on the trade date, which is the date that the Company
becomes a party to the contractual provisions of the instrument.

The Company derecognises a financial liability when its contractual obligations are discharged, cancelled or expired.
The Company classifies non-derivative financial liabilities into the other financial liabilities category. Such financial
liabilities are recognised initially at fair value l=ss any directly attributable transaction costs. Subseguent to initial

recognition, these financial liabilities are measured as amortised cost using the effective interest method.

Derivative financial instruments

These are initially recorded at fair value on the date a derivative contract is entered into and are re-measured to fair
value at subsequent reporting dates. The method of recognizing the resulting gain or loss depends on whether the
derivative is designated as a hedging instrument, and if so, the nature of the item being hedged. The Company does
not apply hedge accounting for any derivatives.

Any gain or loss from change in fair value of derivatives that do not qualify for hedge accounting are taken directly to
profit and loss account.

Lo i e

T . o
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3.6.4

3.7

38

Offsetting

Financial assets and liabllities are offset and the net amount presented in the statement of financial position when,
and only when, the Company has a legal right to offset the amounts and intends either to settle them on a net basis
or to realise the asset and settle the liability simultaneously.

Impairment

Financial assets (including receivables)

Financial assets are assessed at each reporting date to determine whether there is an objective evidence that they
are impaired, A financial asset is impaired if objective evidence indicates that a loss event has occurred after the initial
recognition of the asset, and that the loss event had a negative effect on the estimated future cash flows of that asset
that can be estimated reliably. Objective evidence that financial assets are impaired may include default or
delinguency by a debtor, indications that a debtor or issuer will enter bankruptey.

All individually significant receivables are assessed for specific impairment. All individually significant receivables
found not to be specifically impaired are then collectively assessed for any impairment that has been incurred but not
yet identified. Receivables that are not individually significant are collectively assessed for impairment by grouping
together receivables with similar risk characteristics.

An impairment loss in respect of a financial asset measured at amortized cost is calculated as the difference between
its carrying amount and the present value of the estimated future cash flows discounted at the asset’s original
effective interest rate. Losses are recognized in profit or loss and reflected in an allowance account against
receivables. Interest on the impaired asset continues to be recognized through the unwinding of the discount. When
a subsequent event causes the amount of impairment loss to decrease, the decrease in impairment loss is reversed
through profit and loss account.

Non-Financial assets

The carrying amounts of non-financial assets other than inventories and deferred tax asset, are reviewed at each
reporting date to determine whether there is any indication of impairment. If any such indication exists, then the
asset's recoverable amount Is estimated. The recoverable amount of an asset or cash-generating unit is the higher
of its value in use and its fair value less costs to sell. In assessing value in use, the estimated future cash flows are
discounted to thelr present value using a pre-tax discount rate that reflects current market assessment of the time
value of money and the risks specific to the asset. For the purpose of impairment testing, assets that cannot be
tested individually are grouped together into the smallest group of assets that generates cash inflows from continuing
use that are largely independent of the cash inflows of other assets or groups of assets (the “cash-generating unit, or
cau").

The Company's corporate assets do not generate separate cash inflows. If there is an indication that a corporate
asset may be impaired, then the recoverable amount is determined for the CGU to which the corporate asset
belongs. An impairment loss is recognized if the carrying amount of an asset or its CGU exceeds its estimated
recoverable amount, Impairment losses are recognized in profit and loss account.

Impairment loss recognized in prior periods is assessed at each reporting date for any indications that the loss has
decreased or no longer exists, An impairment loss is reversed if there has been a change in the estimates that are
used to determine the recoverable amount. An impairment loss is reversed only to the extent that the asset's carrying
amount does not exceed the carrying amount that would have been determined, net of depreciation or amortization,
if no impairment loss had been recognized.

Share capital (ordinary shares)

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary shares are
recognised as a deduction from equity, net of any tax effects.
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3.9

3.10

Staff retirement benefits

The Company’s retirement benefit plans comprise of provident funds, pensions, gratuity schemes and a medical
scheme for eligible retired employees.

Defined benefit plans

The Company operates a funded pension scheme and @ funded gratuity scheme for management staff. The pension
and gratuity schemes are salary schemes providing pension and lump sums, respectively. Pension and gratuity
schemes for management staff are invested through two approved trust funds. The Company also operates gratuity
scheme for non-management staff and the pensioners' medical scheme which are unfunded. The pension and
gratuity plans are final salary plans. The pensioners’ medical plan reimburses actual medical expenses to pensioners
as per entitiement. The Company recognizes expense i1 accordance with IAS 19 "Employee Benefits”.

All past service costs are recognized at earlier of when the amendment or curtailment occurs and when the Company
has recognised related restructuring or termination benefits.

The Company's net obligation in respect of defined benefit plans is calculated separately for each plan by estimating
the amount of future benefit that employees have earned in the current and prior periods, discounting that amount
and deducting the fair value of any plan assets. The calculation of defined benefit obligations is performed annually
by a qualified actuary using the projected unit credit method. When the calculation resuits in a potential asset for the
Company, the recognised asset is limited to the present value of ecanomic benefits available in the form of any future
refunds from the plan or reductions in future contributions to the plan. To calculate the present value of economic
benefits, consideration is given to any applicable minimum funding reguirements.

Remeasurements of the net defined benefit liability, which comprise actuarial gains and losses, the return on plan
assets (excluding interest) and the effect of the asset cailing (if any, excluding interest), are recognised immediately
in other comprehensive income. The Company determines the net interest expense (income) on the net defined
benefit liability (asset) for the period by applying the discount rate used to measure the defined benefit obligation at
the beginning of the annual period to the then-net defined benefit liability (asset), taking into account any changes in
the net defined benefit liability (asset) during the period as a result of contributions and benefit payments. Net interest
expense and other expenses related to defined benefit plans are recognised in profit and loss account.

When the benefits of a plan are changed or when a plan is curtailed, the resulting change in benefit that relates to
past service or the gain or loss on curtailment is recognised immediately in profit and loss account. The Company
recognises gains and losses on the settlement of a defined benefit pian when the settlement occurs.

Defined contribution plans

The Company operates two registered contributory provident funds for its permanent staff and a registered defined
contribution superannuation fund for its management staff, who have either opted for this fund by July 31, 2004 or
have joined the Company after April 30, 2004. The said funds were transferred from IC| Pakistan Limited pursuant to
the scheme of demerger in 2011, In addition to this, the Company also provides group insurance to all its employees.

Obligations for contributions to defined contribution plans are expensed as the related service is provided. Prepaid
contributions are recognised as an asset to the extent that a cash refund or a reduction in future payments is
available.

Provisions

A provision is recognized in the balance sheet when the Company has a legal or constructive obligation as a resuilt of
a past event, and it is probable that an outflow of economic benefits will be required to settle the obligation and a
reliable estimate can be made of the amount of obligation. The amount recognized as a provision reflects the best
estimate of the expenditure required to settle the present obligation at the end of the reporting period.
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3.1

3.12

3.13

3.15

3.16

3.17

Contingent liabilities

Contingent liability is disclosed when:

= there is a possible obligation that arises from past events and whose existence will be confirmed only by the
occurrence or non occurrence of one or more uncertain future events not wholly within the control of the
Company; or

- there is present obligation that arises from past events but it is not probable that an outflow of resources
embaodying economic benefits will be required to settle the abligation or the amount of the obligation cannot be
measured with sufficient reliability.

Revenue recognition

Revenue is recognised when the significant risks and rewards of ownership have been transferred to the customer

(i.e. on the dispatch of goods to the customer), recovery of the consideration is probable, the associated costs and

possible return of goods can be estimated reliably, and the amount of revenue can be measured reliably.

Revenue is measured at the fair value of the consideration received or receivable for the goods sold, net of returns,
discounts and sales tax.

Profit on short-term bank deposits is accounted for on a time-apportioned basis using the effective interest rate
method.

Financial expenses and financial income

Financial expenses are recognized using the effective interest rate method and comprise foreign currency losses and
mark-up / interest expense on borrowings.

Financial income comprises interest income on funds invested and foreign currency gains. Mark-up / interest income
is recaognized as it accrues in profit and loss account, using the effective interest rate method.

Operating lease / ljarah contracts

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified
as operating leases. Payments made under operating leases / ljarah contracts (net of any incentives received from
the lessor) are charged to the profit and loss account on a straight-line basis over the period of the lease.
Borrowing cost

Borrowing costs are recognized as an expense in the period in which these are incurred except to the extent of
borrowing cost that are directly attributable to the acquisition. construction or production of a qualifying asset. Such
borrowing costs, if any, are capitalized as part of the cost of that asset

Foreign currency translation

Transactions denominated in foreign currencies are translated into Pak Rupees, at the foreign exchange rates
prevailing at the date of transaction. Monetary assets and liabilities in foreign currencies are translated into Pak
Rupees at the foreign exchange rates at the balance sheet date. Exchange differences are taken to the profit and loss
account.

Taxation

Income tax expense comprises current and deferred tax. Income tax expense is recognized in the profit and loss
account, except to the extent that it relates to items recognized directly in other comprehensive income or below
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3.18

3.19

3.20

4.1

4.2

equity, in which case it is recognized in other comprehensive income or below equity respectively.
Current

Provision for current taxation is based on taxable income at the enacted or substantively enacted rates of taxation
after taking into account available tax credits and rebates, if any. The charge for current tax includes adjustments to
charge for prior years, if any.

Deferred

Deferred tax is recognized using balance sheet method. providing for temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. The
amount of deferred tax provided is based on the expected manner of realization or settiement of the carrying amaunt
of assets and liabilities, using the enacted or substantively enacted rates of taxation.

The Company recognizes a deferred tax asset to the extent that it is probable that taxable profits for the foreseeable
future will be available against which the asset can be utilized. Deferred tax assets are reduced to the extent that it is
no longer probable that the related tax benefit will be realized. Further, the Company recognizes deferred tax asset /
liability on deficit / surplus on revaluation of property. plant and equipment which is adjusted against the related
deficit / surplus.

Earnings per share

The Company presents basic and diluted earnings per share (EPS) data for its ordinary shares. Basic EPS is
calculated by dividing the profit after tax attributable to ordinary shareholders of the Company by the weighted
average number of ordinary shares outstanding during the year. Diluted EPS is determined by adjusting the profit or
loss attributable to ordinary shareholders and the weighted average number of ordinary shares outstanding for the
effects of all dilutive potential ordinary shares.

Dividend and other appropriations

Dividend is recognised as a liability in the period in which it is declared and approved. Appropriations of profit are
reflected in the statement of changes in equity in the period in which such appropriations are approved.

Related party transactions

The Company enters into transactions with related parties on arm's length basis except in rare circumstances where,
subject to approval of Board of Directors, it is in the interest of the Company to do so.

Initial application of new standards, interpretations or amendments to existing standards and forthcoming
requirements

Standards, amendments or interpretations which became effective during the year

During the year certain amendments to standards or new interpretations became effective, however, the
amendments or interpretation did not have any material effect on the financial statements of the Company, except
for as disclosed in note 3.1.

New accounting standards and IFRIC interpretations that are not yet effective

The following standards, amendments and interpretations of approved accounting standards will be effective for
accounting periods beginning on or after January 01, 2016:

- Amendments to IAS 38 Intangible Assets and IAS 16 Property, Plant and Equipment (effective for annual
periods beginning on or after January 01, 2016) introduce severe restrictions on the use of revenue-based

. = M =
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amortization for intangible assets and explicitly state that revenue-based methods of depreciation cannot be
used for property, plant and equipment. The rebuttable presumption that the use of revenue-based
amortization methods for intangible assets is inappropriate can be overcome only when revenue and the
consumption of the economic benefits of the intangible asset are ‘highly correlated’, or when the intangible
asset is expressed as a measure of revenue. The amendments are not likely to have an impact on the financial
statements of the Company.

E Investment Entities: Applying the Consolidation Exception (Amendments to IFRS 10 - Consolidated Financial
Statements and IAS 28 — Investments in Associates and Joint Ventures) (effective for annual periods beginning
on or after January 01, 2016) clarifies (a) which subsidiaries of an investment entity are consalidated: (b)
exemption to present consolidated financial statements is available to a parent entity that is a subsidiary of an
investment entity; and (c) how an entity that is not an investment entity should apply the equity method of
accounting for its investment in an associate or joint venture that is an investment entity. The amendments are
not likely to have an impact on the financial statements of the Company.

- Accounting for Acquisitions of Interests in Joint Operations - Amendments 10 IFRS 11 ‘Joint Arrangements’
(effective for annual periods beginning on or after January 01, 2016) clarify the accounting for the acquisition of
an interest in a joint operation where the activities of the operation constitute a business. They require an
investor to apply the principles of business combination accounting when it acquires an interest in a joint
operation that constitutes a business. The amendments are not likely to have an impact on the financial
statements of the Company.

- Amendment to IAS 27 ‘Separate Financial Statement’ (effective for annual periods beginning on or after January
01, 2016) allows entities to use the equity method to account for investments in subsidiaries, joint ventures and
associates in their separate financial statements. The amendment is not likely to have an impact on the financial
statements of the Company.

- Agriculture: Bearer Plants [Amendments to IAS 16 and IAS 41] (effective for annual periods beginning on or after
January 01, 2018). Bearer plants are now in the scope of IAS 16 Property, Plant and Equipment for
measurement and disclosure purposes. Therefore, a company can elect to measure bearer plants at cost.
However, the produce growing on bearer plants will continue to be measured at fair value less costs to sell
under IAS 41 Agriculture. A bearer plant is a plant that: is used In the supply of agricultural produce; is expected
to bear produce for more than one period; and has a remote likelihood of being sold as agricultural produce.
Before maturity, bearer plants are accounted for in the same way as self-constructed items of property, plant
and equipment during construction. The amendments are not likely to have an impact on the financial
statements of the Company.

Annual Improvements 2012-2014 cycles (amendments are effective for annual periods beginning on or after
January 01, 2016). The new cycle of improvements contain amendments 1o the following standards:

- IFRS 5 Non-current Assets Held for Sale and Discontinued Operations. IFRS 5 is amended to clarify that if an
entity changes the method of disposal of an asset (or disposal group) i.e. reclassifies an asset from held for
distribution to owners to held for sale or vice versa without any time lag, then such change in classification is
considered as continuation of the original plan of disposal and if an entity determines that an asset (or disposal
group) no longer meets the criteria to be classified as held for distribution, then it ceases held for distribution
accounting in the same way as it would cease held for sale accounting.

- IFRS 7 'Financial Instruments - Disclosures', IFRS 7 is amended to clarify when servicing arrangements on
continuing involvement in transferred financial assets in cases when they are derecognized in their entirety are
in the scope of its disclosure requirements. IFRS 7 is also amended to clarify that additional disclosures
required by ‘Disclosures: Offsetting Financial Assets and Financial Liabilities (Amendments te IFRS 7)" are not
specifically required for inclusion in condensed interim financial statements for all interim periods.

- IAS 19 'Employee Benefits'. IAS 19 is amended to clarify that high quality corporate bonds or government
bonds used in determining the discount rate should be issued in the same currency in which the benefits are to
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be paid.

G IAS 34 ‘Interim Financial Reporting’. IAS 34 is amended to clarify that certain disclosures, if they are not includ-
ed in the notes to interim financial statements and disclosed elsewhere should be cross referred.

The above amendments are not likely to have an impact on the financial statements of the Company.

5 Share capital
2015 2014 Note 2015 2014
5.1 Authorized share capital

Number of shares

100,000,000 100,000,000 Ordinary shares of Rs. 10/- each 1,000,000 1,000,000

5.2 Issued, subscribed and paid-up capital

Number of shares

Ordinary shares of Rs, 10/- each issued
as fully paid shares for consideration
46,443,320 46,443,320 other than cash 464,433 464,433

ICI Omicron B.V. (which is a wholly owned subsidiary of AkzoNobel N.V.) holds 35,209,665 ordinary shares of Rs.
10/- each representing 75.81% of the share capital of the Company.

6 Reserves

Capital reserves

- Share premium 6.1 156,006 156,006
- Capitalreceipts 6.2 196 196
156,202 156,202
~ Revenue reserve - Unappropriated profit - 1,383,041 1.093.428
1,539,243 1,249.630
6.1 This amount has been allocated and transferred to the Company pursuant to the scheme of demerger. This reserve

can be utilized by the Company cnly for the purposes specified in section 83(2) of the Companies Ordinance, 1984.

6.2 Capital receipts represent the amount received from varicus Akzo Nobel companies cverseas for the purchase of
property, plant and eguipment. The remitting companies have no claim to their repayments. The amount has been
allocated and transferred to the Company pursuant to the Scheme of demerger.

7 Surplus on revaluation of property, plant and equipment

This represents surplus arising on revaluation of freehold land, buildings on freehold land and plant and machinery
carried out in December 2011.

Balance at beginning of the year 880,198 883,192
Transferred to unappropriated profit in respect of incremental
depreciation during the year - net of deferred tax (3,062) (2,994)

Balance at end of the year 877,136 880,198
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2015 2014
8 Deferred liabilities
8.1 The amounts recognized in the balance sheet are:
Non-current liabilities
Unfunded - recognized in deferred liability 48,440 44,227
Current liabilities
Payable to employee retirement benefit fund: B
- Pension fund 48,154 2,571
- Gratuity fund 59,319 | 73.898 |
107,473 76,469
155,913 120,696
2015 2014
Funded Funded
Unfunded Total Untunded Total
Note Pension Gratuity Sub Total Pansion Gratuity Sub Total
8.2 The amounts recognized in the profit and loss account against defined benefit schemes are as follows:
Current service cost 9110 14,184 23,204 1,569 24,863 11.077 13,947 25,024 1.414 26,138
Interest cost 24,176 22173 46,354 4,574 50,928 34.000 26,384 80,384 4480 £4.864
Expected raturn on plan assets (24,372) [15,551) (39,923) - (39,923) (30,024) (17.809) (47.833) - (47.833)
Net charge for tha year 8,914 20,811 29,725 6,143 35,868 15,053 22522 37575 5894 43.469
8.3 Included in other comprehensive income:
Femeasurement of plan obligation fram:
Change in finanicial assumptions (21,611) 14,814 {6,797) o (6,797) -
Experience on obligation 13,019} 4,472 1,453 634 2,087 3,828 29,036 (4,194) 24,842
Retum on plan assels; excluding
nterest income (20,899) (4,601) (25,500) - |25,500) 10,047 10,047 - 10,047
(45,529) 14,685 (30,844) 634 (30,210} 35,255 1,828 39,083 (4,194) 34,889
8.4 Movement in the net assel / (liability) recognized in the balance sheet are as follows:
Balance at beginning of the year (2,571) (73.898) (76,469) (44,227) (120,696) (38.398) (76.297) (114,695} (34.817) {149.512)
MNet charge for the year 8.2 (8,914) (20,811) (29,725) (6,143) (35868) (15053) (22.522) (37.575) (5894) (43.469)
Conltributions / paymenls during the year 8,860 20,705 29,565 1,296 30,861 15625 21,093 36,718 678 37,396
Actuaral gain / (loss) charged to OC! 8.3 (45,529) 14,685 (30,844) 634  (30,210) 35,255 3,828 39,083 (4,194) 34,889
Balance at end of the year (48,154) (59,319) (107,473) (48,440) (155,913) (2,571) (73,898) (76,469) (44,227) (120,696)
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Amounts in Rs '000

2015

2014

Funded

Note Pension Gratuity Sub Total

Funded

Unfunded Total
Pension Gratuity Sub Total

Unfunded Total

B.S The amounts recognized in the balance sheet are as follows:
Fair value ¢f plan assels 188,851 143,656 332507 - 332507 278840 163,503 442343 - 442343
Prasant value of defined benefit obligation (237,005) (202,975) (439,980) (48,440) (488,420) (281,411) (237,401} (518,812) (44.227) (563.039)
Liability recognized - o (48,154) (59,319) {10?.473}_[43.4403 (155,913) E.S?’;I _(?3.398] (76.469) (44.227) (120.6986)

8.6 Movement in the present value of defined benefit abligation:
Balance al beginning of the year 281,411 237,401 518812 44,227 563,039 261,542 205314 466,856 34.817 501,673
Current service cost 8.2 8,110 15,044 24,154 1,699 25,753 1,077 14,245 25322 1414 26,736
Interast cost 24176 22,178 46,354 4,574 50,928 34000 26384 602384 4480 64,864
Benefits paid (102,322) (52,362) (154.684) (1,326) (156,010) - @714 @74 (678) (5.392)
Actuarial loss / (gain) 24,630 (19,288) 5,344 (634) 4,710 (25208) (3.828) (29,036) 4,194 (24,842)
Balance at end of the year - 2_3?.005 202,975 430,980 48440 488420 281411 _23?,401 518,812 44,227 563.03;

8.7 Movement in the fair value of plan assets:
Balance at beginning of the ysar 278,840 163,503 442343 - 442343 223144 129.017 352,161 352,161
Expected raturn B.2 24,372 15,551 39,923 - 39,923 30,024 17,808 47.833 47,833
Contributions 8,860 21,565 30425 30,425 15625 21.391 37.016 a7,016
Benefits paid (102,322) (52,362) (154.684) - (154,684) (4.714)  (4,714) 4,714)
Actuarial gain / (loss) (20,889) (4,601) (25,500) - (25,500) 10,047 - 10,047 10.047
Balance at end of the year B N 1_38._BST 143,656 332.50; - 332.50‘!_2?8._8-10 !63._503 442 343 442 343

88 Plan assets comprise:
Government bonds 36,999 61,498 98,497 - 98,497 156,333 127,311 283,644 283,644
Corporate bonds - 370 370 - 370 - 1.067 1.067 1.057
Mutual funds — debt 719 pal 740 - 740 713 21 734 734
Equity instrument 110,053 32,569 142,622 - 142,622 121,548 35,025 156,571 156,571
Cash 41,080 49,198 90,278 - 80,278 248 89 337 - 337

188,851 143,656 332,507 : - 332,507 278,840 163.503 M2?343 44_2 34—“5

89  The expected charge pertaining to pension fund, gratuity fund and unfunded schemes for the year ending December 31,
2016 is Rs. 12.21 million, Rs. 17.72 million and Rs. 5.86 million respectively.

8.10 Government bonds, mutual funds and shares are valued at quoted market prices and are level 1. Corporate bonds were

valued at marketized prices, The Company booked cost on earlier projections of plan assets. The resulting difference is

the level 3 asset. The values of the Company’s shares included in the plan assets of the pension and gratuity fund are Rs.
1.56 million and Rs. 1.67 million (2014: Rs. 2.58 million and Rs. 2.76 million) respectively. The Gratuity Fund is invested

within the limits specified by the regulations governing investment of approved retirement funds in Pakistan.
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8.11 The principal actuarial assumptions at the reporting date were as follows:
2015 2014

Discount rate 8.8% 10.5%
Expected return on plan assets 8.8% 10.5%
Future salary increases - management staff 9.3% 12.0%
Future salary increases - non-management staff 6.7% 8.4%
Future pension increases 6.0% 5.2%
Medical cost trend 3.6% 52%
As at December 31, 2015, the weighted average duration of the defined benefit obligation was 7 years (2014: 6.4
years).
Plan duration of defined benefit obligation:
Pension 4.1 years 3.2 years
Gratuity - Management 7.9 years 7.9 years
Gratuity - Non management 7.7 years 7.8 years
Pensioners' medical plan 18.3 years 18.8 years
Mortality rate
Mortality of active employees and pensioners is represented by the LIC (36-98) Table. The table has been rated down
three years for mortality of fernale pensioners and widows, Non-management staff mortality is assumed to be 70%
of the EFU (61-66) Table.
These figures are based on the actuarial valuation as at December 31, 2015. The valuation uses the Projected Unit
Credit method.

8.12 The plans expose the Company to the actuarial risks such as:

Salary risks

The risk that the final salary at the time of cessation of service is higher than what was assumed. Since the benefit is
calculated on the final salary, the benefit amount increases similarly.

Mortality / withdrawal risks

The risks that the actual mortality / withdrawal experiences is different. The effect depends upon beneficiaries’
service / age distribution and the benefit.

Investment risks
The risk of the investment underperforming and not being sufficient to meet the liabilities. This is managed by

formulating an investment policy and guidelines based on which investments are made after obtaining approval of
trustees of funds.
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8.13

8.14

8.15

8.16

In case of the funded plans, it is ensured that the long-term investments are in line with the obligation under the
retirement benefit plan. Duration and the expected yield of the investments are matched with the expected cash
outflows arising from the retirement benefit plan obligations. The process used to manage its risks has not been
changed from previous periods. Investments are well diversified and large portion plans' assets in 2015 consist of
Equity Instruments.

The expected return on plan assets was determined by considering the expected returns available on the assets
underlying the current investment policy. Expected yields on fixed interest investments are based on gross
redemption yields as at the balance sheet date. Expected return on equity investments reflect long-term real rates of
return experienced in the market.

Under the pension plan, management staff gratuity, non- management staff gratuity and pensioners’ medical plan the
normal retirement age is 60 years. For management staff. who joined before February 1988, the normal retirement
age is 58 years for men and 55 years for women. Currently, the Company has the following plans:

Pension

Pension scheme entitles the members to pension, subject to the conditions laid down in the rules, on reaching the
normal retirement age of 60 years, disability, early retiremant or death in which case the surviving spouse and the
children under age of 25 shall be entitled.

Retirement benefit is a pension of 1.25% of final gross salary for each year of service less actuarial equivalent of any
gratuity, if service is at least 10 years. Members may commute upto one-half of pension and the trustees may
commute the balance.

The Trustees increase pensions in payment on an ad-hoc basis to provide some relief against inflation. The plan
guarantees a minimum annual increase of 6%.

Gratuity

Gratuity scheme entitles the members to gratuity on resignation, termination, retirement, early retirement,
retrenchment, death and dismissal based on the Company s Service rules.

Gratuity is based on the last month basic salary for each year of service.
Pensioners’ Medical Plan

The pensioners' medical plan reimburses medical expense to retirees, their wives and widows and widows of
management staff employees who died in service. Benefits are imited to a maximum amount depending on grade at
retirement.

The Pension and Gratuity management plans are fully funded. The funds are legally separate from the Company and
are recognized by the Commissioner of Income Tax under |ncome tax rules, 2002. Members do not contribute to the
pension and gratuity funds. The Company contributes at rates advised by the actuary. The contributions are equal to
current service cost with adjustment for any deficit. If there is a surplus, the Company takes a contribution holiday.
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B.17 Sensitivity analysis
Reasonably possible changes at the reporting date to one of the relevant actuarial assumptions. holding other
assumptions constant, would have affected the defined benefit obligation by the amounts shown below:

Impact on defined benefit obligation

Change in Increase in Decrease in

assumption assumption assumption

Discount rate 1% (28,242) 32,511
Salary growth rate 1% 23,952 (21,824)
Pension growth rate 1% - -
Medical cost trend rate 1% 7,766 6,080

If life expectancy increases by 1 year, the obligation decreases by Rs. 0.26 million.
The impact of changes in assumption has been determined by revaluation of the obligations on different rates.

8.18 The Company contributed Rs. 18.53 million (2014: Rs. 18.11 million) and Rs. 11.84 million (2014: Rs. 11.80 million) to
the provident fund and the defined contribution superannuation fund respectively during the year

Note 2015 2014
9 Trade and other payables
Creditors:
- Related parties - associated companies 9.1 109,931 76.727
- Others 547,548 601,686
- - ) 657,479 678,413
Royalty and technical service tee 9.2 181,195 183,185
Accrued liabilities 206,424 215,714
Advances from customers 27,866 34,687
Sales tax, excise and custom duties 33,160 31,494
Workers' Profit Participation Fund 9.3 42,321 35,844
Workers' Welfare Fund 9.4 8,907 9,733
Payable for capital expenditure 1,018 1,717
Withholding tax payable to Government 5,703 8.484
Unpaid dividend 2,486 2,156
Payable to employee retirement benefit funds 8.1 107,473 76,469
Others 1,515 1,095

1,275,547 1,278,991
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Note 2015 2014
9.1 This includes balances due to following related parties:
AkzoNobel N.V. 10,922 39,424
AkzoNobel Car Refinishes B.V. 26,483 13,977
AkzoNobel! Chemicals (Ningbo) Co. Ltd, 15,337 13,932
International Paint Saudi Arabia 24,708 5,727
AkzoNobel UAE Paints LLC 6,333 1.549
AkzoNobel Surface Chemistry AB 4,198 1,157
Imperial Chemical Industries Lid. - 554
AkzoNobel Packaging Coatings S.A 199 213
international Paint Netherlands 189 177
AkzoNobel (Asia Pacific) Pte Ltd 17 17
AkzoNobel Middle East FZE 141
AkzoNobel Chemcials S.P.A 650 =
IC!| Omicron B.V. 20,754 -
109,931 R ?6_.?2?
9.2 This includes royalty and technical service fee payable tc (oliowing related parties:
Imperial Chemical Industries Ltd 25,237 49,155
AkzoNobel Coatings International B.V. 147,613 126,503
AkzoNobel Chemicals International B,V 3,166 3,771
_ - 176016 179,429
9.3 Workers' Profit Participation Fund
Balance at beginning of the year 35,844 49,312
Allocation for the year 28 42,197 35,844
Interest on funds utilized in the Company's business 27 257 1,262
Payments made to the fund during the year (35,977) (50,574)
Balance atend of the year 42,321 35,844
9.4 Workers' Welfare Fund
Balance at beginning of the year 9,733 8,517
Allocation for the year 28 16,410 13,899
Payments made during the year (17,236) (12,683)
Ba!an_ce at end of the year - 8,907 9,733
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Note 2015 2014
10 Contingencies and commitments
10.1 Claims against the Company not acknowledged as debts are as follows:
Sales tax authorities 91,087 91.087
Others 10,000 10,887
101,087 101,974
10.2 Commitments in respect of capital expenditure 11,772 8,304
10.3 Commitments in respect of forward exchange contracts 27,474 7.290
10.4 The commitments of future payments under operating leases / ljarah financing contracts in respect of vehicles in the
year in which these payments shall become due are as follows:
Year
2015 - 19,434
2016 17,918 18,724
2017 14,641 13,242
2018 8,447 6,563
2019 4,787 2,539
2020 698 -
46,491 60,502
Payable not later than one year 17,918 19,434
Payable later than one year but not later than five years 28,573 41,068
_ ' 46,491 60,502
11 Property, plant and equipment
Operating property, plant and equipment 11.1 1,209,489 1,247,850
Capital work-in-progress 11.2 9,804 29,621

1,219,293 1,277,471
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1.1 Operating property. plant and equipment
Buildings Furniture
Freehold on freehold Plant and and Office
Note land land machinery fixture equipment  Vehicles Total
Cost
Balance at January 01. 2014 B7B.960 256,419 948.319 133,260 28,924 2,911 2,248,793
Additions 1571 23.877 8.026 269 461 38.904
Disposals 451) (21,687 (24.210) (6.244) - (52,582)
Balance at December 31, 2014 878,960 261539 050,508 117,076  23.646 3372 2,235,105
Balance at January 01, 2015 878,960 261,539 950,509 117,076 23,649 3,372 2,235,105
Additions - 4,003 67,166 8,195 400 64 79,828
Disposals - (2,298) (60,814) {16,941} (755) - (80,808)
Balance at December 31, 2015 878,960 263,244 956,861 108,330 23,294 3,436 2,234,125
Accumulated depreciation
Balance at January 01. 2014 156,444 637.374 85,282 18,861 2,911 901,872
Depreciation for the year 1111 25.671 75,226 29,780 3.876 141 134.654
Disposals {451) (18.673) (23,964) (8,223) - {49,311)
Balance at December 31, 2014 ‘81664 693927 02098 16514 3052 987,255
Balance at January 01, 2015 - 181,664 693,927 92,098 16,514 3,052 987,255
Depreciation for the year Tt - 22,572 68,562 19,332 3,317 159 113,942
Disposals - {1,835) (57,237) (16,842) (647) - (76,561)
Balance at December 31, 2015 - 202,401 705,252 94,588 19,184 3,211 1,024,636
Carrying amounts
At December 31, 2014 878,960 78,875 256.582 24,8978 7.135 320 1,247,850
At December 31, 2015 878,960 60,843 251,609 13,742 4110 225 1,209,489
Depreciation rate - (% per annum) - 5-10 3.33-10 10-333 10-333 10-25
Note 2015 2014
11.1.14 The depreciation charged during the year has been allocated as follows:

Cost of sales 24 74,258 82,848
Selling and distribution expenses 25 14,507 16,107
Administrative and general expenses 26 25,177 35,739

113,942 134,694
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Amounts in Rs ‘000

11.4.2

11.1.3

Depreciation for the year includes incremental depreciation due to revaluation, amounting to Rs. 4.54 million (2014:
Rs. 4.54 million).

Subsequent to transfer of property, plant and equipment (along with net revaluation surplus of Rs. 526.56 million)
from ICI Pakistan Limited on the effective date (July 01, 2011) of the scheme of demerger, specific classes of
property, plant and equipment (i.e. freehold land, buildings on freehold land and plant and machinery) of the
Company were revalued by an independent valuer. The said revaluation resulted in a surplus of Rs. 371.02 million.
Valuations for buildings on freehold land and plant and machinery were based on the estimated gross replacement
cost, depreciated to reflect the residual service potential of the assets taking account of the age. conditions and
obsolescence. Land was valued on the basis of fair market value. The fair value measurement of the assets are
categorised as a level 3 fair value based on the inputs to revaluation technigue used, as stated above.

2015 2014

11.1.4

Had there been no revaluation, the net book value of specific classes of property. plant and equipment would have
amounted to:

Freehold land 6,259 6,259
Buildings on freehold land 56,344 72,728
Plant and machinery 249,097 252,183
- 311,700 331,170

11.1.5

Following assets were disposed-off during the year:

2015

Accumulated Net book
Mode of sale Cost depreciation value Sale proceeds Particulars of buyers

Plant and machinery

Tinting machines As per agreement 5,100 1,998 3,102 - Faizan Enterprises, Soni Paint,
Javad Paint, Wasi Traders.
Haidry Paint, VIP Paints, Paint
Gallery, Aimeezan Paints

DH Equipment Negaotiation 1,000 908 92 28 Bismillah Traders
Mixers / Tank Negotiation 960 872 88 27 Bismillah Traders

Furniture and equipment - Furniture and fixtures

Fire Alarm System 222 124 98 - Written-off
Noise Barriers Negotiation/write-off 262 92 170 13 Bismillah Traders
Ceilings / Designing Cost Write-off 333 177 156 - Written-off

Other assets with
book value less than Rs. 50,000 Negotiation / 72,931 72,390 541 1,297 Bismillah Traders,
write-oft Khan Brothers. Al Hamad,
Piya Scrap, Written-off

80,808 76,561 4,247 1,365
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Amounts in Rs ‘000

2014
Accumulated  Net book
Mode of sale Cost  oepreciation  value  Sale proceeds Particulars of buyers
Plant and machinery
Tinting machines As per agreement 4,753 1,771 2,982 - Fatimid Paints, Karachi, Saqib

Furniture and equipment - Furniture and fixtures
Steel racks Write-off
Other assets with

book value less than Rs. 50,000  Negotiation

Traders Lahore, Jabbar Paints,
Sialkot, Sab Rang, Dudhyaal,
Zeeshan Paints Lahore. Milli
Paints, Sarae Alamgir and
Bismillah Paints, Multan

200 120 80 - Written-off
47,639 47,420 219 609 Bismillah Traders, Younis Urf

Nika thzaria. Al Hamad
52,592 49,311 3,281 609

2015 2014
11.2 Capital work-in-progress
Civil works and buildings 3,913 5,324
Plant and machinery 5,138 23,688
Equipments 753 609
9,804 29,621
12 Intangibles
Software Licenses Total
Cost
Balance at January 01, 2014 3,229 93,866 97,095
Additions 730 2,689 3,419
Written-off (2,800) - (2,800)
Balance at December 31, 2014 1,159 96,555 97.714
Balance at January 01, 2015 1,159 96,555 97,714
Additions 48 - 48

Balance at December 31, 2015

1,207 96,555 97,762
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Amounts in Rs ‘000

Software Licenses Total
Accumulated amortization
Balance at January 01, 2014 2.895 70,002 72,897
Amortization 346 20,874 21,220
Amortization on assets written-off (2.800) (2,800)
Balance at December 31, 2014 441 90.876 91,317
Balance at January 01, 2015 441 90,876 91,317
Amortization 393 3,421 3,814
Balance at December 31, 2015 834 94,297 95,131
Carrying amounts
At December 31, 2014 718 5,679 6,397
At December 31, 2015 373 2,258 2,631
Amortization rate - (% per annum) 20 - 50 20 - 50
Note 2015 2014
121 The amortization charged during the year has been allocated as follows;
Cost of Sales 24 7 -
Selling and distribution expenses 25 143 203
Administrative and general expenses 26 3,664 21,017
3,814 21,220
13 Long term loans
Secured - considered good
- Directors and executives 131 | 67,519 63.816 |
- Other employees | 30807 82,122
13.2 98,326 95,938
Less: Receivable within one year 19 (20,004) (31,347)
78,322 64,591
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Amounts in Rs ‘000

Note 2015 2014
13.1 Reconciliation of the carrying amount of loans to directors and executives:
Balance at beginning of the year 63,816 53,298
Disbursements 25,359 24,780
Repayments / adjustments (21,656) (14,262)
Balance at end of the year 13.4 67,519 63,816

13.2 Loans to employees are provided for purchase of motorcycle. mator car and construction of house. Vehicle loans are
secured against registration documents of vehicles and house building loans are secured against provident fund,
gratuity, pension or any other dues payable to the employees.

13.3 Loans for purchase of motor cars and house building are repayable between two to ten years. These loans are
interest free and granted to the employees including executives of the Company in accordance with their terms of
employment.

13.4 The maximum aggregate amount of long term loans due from the directors and executives at the end of any month
during the year was nil (2014: Rs. 0.89 million) and Rs. 71.42 million (2014: Rs. 74.21 million) respectively.

14 Long term deposits and prepayments
Deposits 4,048 4,470
Prepayments 1,366 1,284

5,414 5,754

15 Deferred tax asset - net

2015
Balance at Recognized in Balance at
beginning of profit and end of
the year loss the year
Deductible temporary differences
Provisions and tax credits 214,282 32,588 246,870
Taxable temporary differences
Property, plant and equipment
and intangibles (30,181) 15,171 (15,010)
184,101 47,759 231,860
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Amounts in Rs ‘000

2014
Balance at Recognized in  Balance at
beginning of profit and end of
the year loss the year

Deductible temporary differences

Provisions and tax credits 178,074 36,208 214,282
Taxable temporary differences

Property. plant and equipment

and intangibles {54,349) 24 168 (30,181)
' 123725 60,376 184,101
Note 2015 2014
16 Stores and spares
Stores 4,756 5,729
Spares including in transit amounting to Rs. 0.68 million (2014: Rs. Nil) 14,125 22,922
18,881 28,651
Less: Provision for slow moving and obsolete stores and spares 16.1 (130) (9,283)
18,751 19,368
16.1 Provision for slow moving and obsolete stores and spares
Balance at beginning of the year 9,283 7,444
Charge for the year 24 - 1,839
Stores written-off against provision (9,153) -
Balance at end of the year 130 9,283
16.2 Stores and spares does not include any item that has been purchased for the purpose of capital expenditure,
17 Stock-in-trade
Raw and packing material including in transit amounting
to Rs. 58.86 million (2014: Rs. 50.48 million) 193,576 200,373
Work-in-process 11,863 10,069
Finished goods 104,343 118,185
Goods purchased for resale including in transit amounting
to Rs. 6.871 million (2014: Rs. 2.58 million) 72944 = 65983
382,726 394,610
Provision for slow moving and obsolete stocks: o .
- Raw material (6,711) . (16,679)
- Finished goods (14,534) (18,342)
17.1 (21,245) {35,021)

361,481 369,589
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Amounts in Rs ‘000

Note 2015 2014
171 Provision for stock-in-trade
Balance at beginning of the year 35,021 46,562
Stock written-off against provision (9,779) (9.020)
Provision written back 29 (3,997) (2.521)
Balance at end of the year ) 21,245 35,021
17.2 Qut of the total carrying value of inventory, Rs. 0.90 million (December 31, 2014: Rs. 0.71 million) is measured at net

realizable value. As at December 31, 2015 stock has been written down by Rs. 0.17 million (December 31, 2014: Rs.
0.26 million) to arrive at its net realizable value.

18 Trade debts
Considered good
- Secured 18.1 39,088 42,050
- Unsecured 923,210 823,042
- - - 962,208 865,002
Considered doubtful 294,282 248,173
- - 1,256,580 1113265
Provision for
- Doubtful debts 18.2 | (294,282) ‘ (248,173)
- Discounts 18.3 I (503,216) ‘ I {5355.1 16) |
(797,498) (603,289)
) - 450,082 500976
18.1 These debts are secured aganst letters of credit.
18.2 Provision for doubtful debts
Balance at beginning of the year 248,173 242,276
Charge for the year 26 56,025 50,471
Debts written-off against provision (9,916) (44,574)

Balance at end of the year 294,282 248,173
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Amounts in Rs ‘000

Note 2015 2014
18.3 Provision for discounts
Balance at beginning of the year 355,116 256,776
Charge for the year 1,053,455 791,084
Provision written back (30,200) {16,300)
Discounts paid during the year (875,155) (676,444)
Balance;t_end of the year 5_03.2_16 355,116
19 Loans and advances
Secured - considered good
Current portion of loans to:
- Directors and executives 14.25_“' I _22.565_]
Other employees 5,740 _ 8,782 ‘
13 20,004 31,347
Advances to
- Executives 19.1 627 137
Unsecured - considered good
Advances to contractors and suppliers 9,347 1,614
) - - 29,978 33,008
191 These are advances to executives in respect of travelling expenses. The maximum aggregate amount of advances
due from the executives at the end of any month during the year was Rs. 1.28 million (2014: Rs. 2,46 million).
20 Trade deposits and short term prepayments
Trade deposits 1,536 4817
Short term prepayments 17,268 12,530
o o o 18,804 17.347
21 Other receivables
Unsecured - considered good
Due from related parties 211 14,449 6.804
Insurance claims 629 506
Others 1,135 5327
) - : - 16,213 B 12.637_
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Amounts in Rs ‘000

Note 2015 2014

211 These represent receivable from following related parties:

AkzoNobel UAE Paints LLC 2,515 2,020
AkzoNobel N.V. 1,341 1,833
AkzoNobel Car Refinishes B.V. 101 1,683
AkzoNobel Chemicals (Ningbo) Co. Lid. 2,915 970
AkzoNobel Functional Chemicals LLC 1,865 196
International Paint (Saudi Arabia) 3,972
AkzoNobel Surface Chemistry 1,631 -
- ICI Swire Paints [Sﬁanghai] Limited 109 102
14,449 6.804_
Aging of receivables from related parties is as follows:
1 - 30 days 3,302 1,858
31 - 90 days 2,053 2.610
91 - 120 days 2,142 607
more than 120 days 6,952 1,729
- - - 14,449 6,804

22 Cash and bank balances
Cash in hand 7,892 8,927
Cash at bank - current accounts 22.1 208,829 333,077
Short term deposits 22.2 1,554,050 1,137,918

- - 1,770,774 1,479,922

224 This Includes US dollars amounting Nil (2014: USD 140,013.32),

222 These represent Term Deposit Receipts placed with commercial banks, having maturity period ranging from 30 to 32
days (2014 2 to 33 days). The mark-up on these deposits ranges between 5.25% to 5.50% (2014: 7% to 8.47%) per
annum.

22.3 The facility for running finance and issuance of letters of credit is available from Deutsche Bank amounting to Rs. 391
million (2014: Rs. 391 million). The facility carries mark-up rate of 1 month KIBOR plus 1% per annum (2014: 1 month
KIBOR plus 1% per annum) and is secured by parental guarantee from AkzoNobel N.V., first pari passu
hypothecation charge over the current assets of the Company amounting to Rs. 90 million and demand promissaory
note and counter guarantee / indemnity duly signed and stamped by the Company.

224 The facility for issuance of letters of credit and discounting of local documentary bills payable is available from Habib

Metropolitan Bank Limited amounting to Rs. 300 million (2014: Rs. 300 million) carrying commission / mark-up rate of
0.075% (2014: 0.075%) and relevant KIBOR per annum, respectively. The facility is secured by lien on import bills of
lading / local documents and goods, import or local documents made 1o the order of the bank, trust receipt and accepted
local documentary bills drawn under local letters of credit of approved banks without recourse to the Company.
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Amounts in Rs ‘000

Note 2015 2014
23 Sales - net
Export sales 20,626 47,374
Local sales and commission income 7,150,298 6,868,100
7,170,924 6,915,474
Sales tax and excise duty (1,118,397) (1,069.301)
Discounts (1,125,292) (944,382)
(2,243,689) (2,013.683)
- 4,927,235 4,901,791
24 Cost of sales
Raw and packing materials consumed 241 2,192,331 2,379,242
Salaries, wages and benefits 24.2 | 106952 | [ 100880
Fuel and power 28,414 ‘ 45,558
Stores and spares consumed 13,172 12,720
Insurance 16,163 20,213
Repairs and maintenance 15,352 14,807
Royalties and technical assistance 24.3 197,917 ‘ 162,495
Depreciation 11.1.1 74,258 | 82,848
Amortization 12.1 7 ‘ ! -
Communication, printing and stationery expenses 2,752 2,155
Contractual services 43,097 35,300
Security, safety, health and environment 10,965 8,008 |
Provision for slow moving and obsolete stores and spares 16.1 - 1,839
General expenses 10,635 | : 17,439 .
519,684 - 504,262
Opening work-in-process 10,069 18,498
Clasing work-in-process 17 (11,863) (10.069)
Cost of goods manufactured - 2,710,221 2,891,933
Opening finished goods 165,826 260,777
Finished goods purchased 196,046 142,746
Closing finished goods 17 (162,753) (165,826)

2009340  3.129.630
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Amounts in Rs '000

Note 2015 2014

241 Raw and packing materials consumed
Opening Stock 183,694 314,435
Add: Purchases 2,196,049 2,248,501
Less: Closing Stock 187,412 183,694

- 2,192,331 2,379,242

24.2 Salaries, wages and benefits include Rs. 3.52 million (2014: Rs. 3.13 million) in respect of provident fund contribution,
Rs. 4.15 million (2014: Rs. 4.82 million) in respect of pensions, Rs. 4.69 million (2014: Rs, 4.71 million) in respect of
gratuity and Rs. 0.93 million (2014: Rs. 0.78 million) in respect of pensioners’ medical plan. It includes ljarah rentals
amounting to Rs. 1.84 million (2014: Rs. 2.27 million).

24.3 Royalties and technical assistance includes expenses against royalties and technical services obtained from the
related parties: Imperial Chemical Industries Ltd. amounting Rs. 152.81 million (2014: Rs, 124.76 million), AkzoNobel
Coatings International B.V. Rs. 32.32 million (2014: Rs. 26.41 million) and AkzoNobel Chemicals International B.V. Rs.
3.49 million (2014: Rs. 3.94 million).

25 Selling and distribution expenses
Salaries and benefits 25.1 281,304 269,168
Advertising and publicity expenses 465,957 279,900
Qutward freight and handling 130,368 136,160
Fuel and power 4,002 6,280
Rent, rates and taxes 23,748 22,131
Repairs and maintenance 1,842 2,003
Depreciation T 14,507 16,107
Amortization 121 143 203
Travelling expenses 31,122 34,256
Communication, printing and stationery expenses 7,930 8,366
Contractual services 26,763 24,901
Training and recruitment 4,160 4,646
Security, safety, health and environment 10,434 8,077
General expenses 6,398 8,123

o - 1,008,678 820,321
251 Salaries, wages and benefits Include Rs. 10.06 million (2014: Rs. 9.87 million) in respect of provident fund

contribution, Rs. 9.99 million (2014: Rs. 11.98 million) in respect of pensions. Rs. 11.08 million (2014: Rs. 11.60
million) in respect of gratuity and Rs. 2.73 million (2014: Rs. 2,44 million) in respect of pensioners' medical plan. It

includes ljarah rentals amounting to Rs. 5.25 million (2014 Rs. 7.43 million).
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Amounts in Rs ‘000

Note 2015 2014
26 Administrative and general expenses
Salaries and benefits 26.1 122,617 157,990
Fuel and power 5,707 5,702
Rent, rates and taxes 11,674 9,969
Insurance 1,919 2,212
Repairs and maintenance 14,610 8,121
Depreciation s s 25,177 35,739
Amortization 124 3,664 21.017
Provision for doubtful debts 18.2 56,025 50,471
Travelling expenses 1,223 6,837
Communication, printing and stationery expenses 17,431 11,535
Auditors’ remuneration 26.2 1,900 2.000
IT services 10,738 34,676
Contractual services 22,494 18.183
Training and recruitment 7,151 4,912
General expenses 35,827 27,558
: o 338,157 296922
26.1 Salaries, wages and benefits include Rs. 4.95 million (2014: Rs. 5.11 million) in respect of provident fund contribution,

Rs. 6.81 million (2014: Rs. 10.05 million) in respect of pensions, Rs. 8.07 million (2014: Rs. 7.33 million) in respect of
gratuity and Rs. 1.47 million (2014: Rs. 1.53 million) in respect of pensioners' medical pian. It includes ljarah rentals
amounting to Rs. 8.05 million (2014: Rs. 8.65 million),

26.2 Auditors' remuneration
Statutory audit 1,200 1,200
Half yearly review 300 300
Other assurances and certifications 150 300
- Out of pocket expenses _ _ 250 200
1,900 2,000
27 Finance cost
Discounting charges on receivables - 1,694
Interest on Workers' Profit Participation Fund 9.3 257 1,262
Exchange loss 2,330 -
Bank charges 7,019 6,778

9,606 9734
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Note 2015 2014
28 Other charges
Workers' Profit Participation Fund 9.3 42,197 35,844
Workers' Welfare Fund 9.4 16,410 13.899
Loss on disposal of property, plant and equipment 2,882 2,672
. 61,489 52,415
29 Other income
Income from financial assets
Profit on short-term and call deposits 72,855 74,687
Exchange gain - net - 19,538
~fil ial asse
Scrap sales 13,522 10,688
Others
Provisions no longer required written back:
= Obsolete stocks 171 3,997 2,521
- Others 69,158 58,720
Miscellaneous income 44,725 19,576
204,257 185,730
30 Taxation
Current year 312,670 278,769
Prior year - 1,250
Deferred 15 (47,759) (60.3786)
o 264,911 219,643
30.1 Tax charge reconciliation
Profit before taxation 804,222 678,499
Tax using domestic rates 30.2 257,351 223,905
Effect of prior year change - 1,250
Tax impact on income under FTR of the current year 12,523 10,768
Others (4,963) (16,280)
Net tax charged 264,911 21 9,6_45
Average effective tax rate 32.94% 32.37%
30.2 During the year, the Federal Government of Pakistan through an amendment vide Finance Act, 2015 reduced the tax

rate for the tax year 2016 from 33% to 32%. The current tax expense has been computed using the tax rate enacted
for the tax year 2016.
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Amounts in Rs ‘000

Note 2015 2014

31 Earnings per share
311 Basic earnings per share

Profit after taxation 539,311 458,856

Number of shares
Weighted average number of ordinary shares 46,443,320 46,443,320
Rupees

Earnings per share 31.2 11.61 9.88

31.2 Diluted earnings per share

There is no dilutive effect as the Company does not have any convertible instruments in issue as at December 31,
2015 and December 31, 2014, which would have any effect on the eamnings per share if the option to convert was

exercised.
32 Operating segments
321 These financial statements have been prepared on the basis of single reportable segment.
32.2 Revenue from sale of paints represents 98.14% (2014: 98.76%) of the total revenue of the Company.
32.3 99.71% (2014: 99.31%) sales of the Company relate to customers in Pakistan
32.4 All non-current assets of the Company as at December 31, 2015 are located in Pakistan.

£
2

Remuneration of chief executive, directors and executives

The aggregate amounts charged in these financial statements during the year for remuneration, including certain
benefits, to the chief executive, executive directors, non-executive directors and executives of the Company are as
follows:
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Amounts in Rs ‘000

Chief Executive* Executive Director* Executives

2015 2014 2015 2014 2015 2014
Managerial remuneration 17,021 15,301 5,689 B,479 177,051 161,199
Medical 17 123 316 312 9,920 8,729
Utilities 1,513 1,360 444 694 12,066 11,363
Retirement benefits 7,482 7,027 1,643 3,929 52,560 55,783
Group insurance 46 49 33 31 1,332 1,300
Rent and house maintenance 6,052 5,441 1,997 3,122 47,867 45,369

- - 32131 29301 10,122 16,567 300,796  283.743

Number of persons 1 1 1 1 130 117

33.2

33.4

335

" The chief executive and the executive director hold 10 shares each of the Company.

In addition to above, an amount of Rs. 46.65 million (2014: Rs. 39.28 million) on account of variable pay to employees
has been recognized in the current year. This is payable in the year 2016 after verification of achievements against
target.

Out of variable pay recognized for 2014, payments of Rs. 3.87 million (2014: Rs. 8.53 million) and Rs. 31.87 million
(2014: Rs. 56.58 million) were made to chief executive and executives respectively.

The chief executive, one director and certain executives are provided with free use of Company maintained cars in
accordance with their entitlement.

Fees paid to chairman and non-executive director amounted to Rs. 1.6 million (2014: Rs. 1.7 million) for attending
board and other meetings. The total non-executive directors of the Company as at December 31, 2015 are 5 (2014;
5).

Executives are employees whose basic salaries exceed Rs. 500,000 in a financial year.
Transactions with related parties
The related parties comprise parent company (ICl Omicron B.V.), ultimate parent company (AkzoNobel N.V.), related

group companies, directors of the Company, companies where directors also hold directorship, key employees and
staff retirement funds. Detail of transactions with related parties, other than those which have been specifically

disclosed elsewhere in these financial statements is as follows:
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Amounts in Rs ‘000

2015 2014

Holding Company
Dividend paid - net of tax 158,443 522.864
Associates
Purchase of goods, materials and services 188,994 206,691
Indenting commission income 17,507 11,284
Sale of goods and services 799 528
Reimbursement of expenses 31,779 15,499
Royalty 262,193 181,659
Contribution to Retirement funds 73,612 85,583
Remuneration of Key management personnel 103,454 99,609

34.1 The above transactions were carried out at, in accordance with the Company's accounting policy.

35 Financial instruments - Fair values and risk management

35.1 Fair value measurement of financial instruments

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurament date.

Underlying the definition of fair value is the presumption that the Company is a going concern and there is no
intention or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse
terms.

A financial instrument is regarded as quoted in an active market if quoted prices are readily and regularly available
from an exchange dealer, broker, industry group, pricing service. or regulatory agency, and those prices represent
actual and regularly occurring market transactions on an arm's length basis.

IFRS 13 'Fair Value Measurement' requires the company to classify fair value measurements and fair value hierarchy
that reflects the significance of the inputs used in making the measurements of fair value hierarchy has the following
levels:

- Quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1);

= Inputs other than quoted prices included within level 1 that are observable for the asset either directly (that is,
derived from prices) (Level 2); and

- Inputs for the asset or liability that are not based on observable market data (that is, unadjusted) inputs (Leve!
3)

Transfer between levels of the fair value hierarchy are recognised at the end of the reporting period during
which the changes have occurred.
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Amounts in Rs ‘000

The following table shows the carrying amounts and fair values of financial assets and financial liabilities, including their

levels in the fair value hierarchy.

Carrying amount Fair value
Loans and Other
receivables financial Total Level1 Level2 Level3  Total
liabilities
December 31, 2015
Financial assets - not measured at fair value
Long term loans 78,322 78,322 = - - -
Long term deposits 4,048 4,048 - - - -
Trade debts 459,082 459,082 - - -
Loans and advances 20,631 20,631 - - -
Short term trade deposits 1,536 1,536 = -
Other receivables 16,213 16,213 -
Interest accrued 3,233 3,233 - - - -
Cash and bank balan-;:_es - 1,770,771 1.?‘@!'{‘2 B I —
2,353,836 2,353,836 - - - -
Financial liabilities - measured at fair value
Forward exchange contract - 382 382 - 382 - 382
Financial liabilities - not measured at fair value
Trade and other payables 1,208,436 1,208,436 - - - -
Provision for taxation 11,034 - 11,034 - -
1,219,470 1,219,470 - - - =
Carrying amount Fair value
Loans and Other
receivables financial Total Level 1 Level 2 Level 3 Total
liabilities
December 31, 2014
Financial assets - not measured at fair value
Long term loans 64,591 64,591 - - ~ ~
Long term deposits 4,470 4470 - - -
Trade debts 509,976 509.976 - - - -
Loans and advances 31,484 31.484 - - -
Short term trade deposits 4,817 4,817 - - - -
Other receivables 12.637 12.637 - - - -
Interest accrued 3,116 3,116 - - - -
Cash and bank balances 1,479,922 1,479,922 - - - -
2,111,013 2.111,013 . = S s
Financial liabilities - measured at fair value
Forward exchange contract = 53 55 - 55 - 55
Financial liabilities - not measured at fair value
Trade and other payables 1,204,271 1,204,271 - - - -
e Provision for taxation 55.888 55,888 - - - -
1,260,159 1,260,159 - - - -
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Notes to the Financial Statements
For the year ended December 31, 2015

35.2 Financial risk management
The Company's activities expose it to a variety of financial risks:

- Credit risk
- Liquidity risk
- Market risk (including currency risk, interest rate risk and price risk)

The Company's overall risk management policy focuses on the unpredictability of financial markets and seeks to
minimize potential adverse effects on the Company's financial performance.

35.3 Risk management framework

The Board of Directors has overall responsibility for establishment and over sight of the Company's risk management
framework. The executive management team is responsible for developing and monitoring the Company’s risk
management policies. The team regularly meets and any changes and compliance issues are reported to the Board
of Directors through the audit committee.

Risk management systems are reviewed regularly by the executive management team to reflect changes in market
conditions and the Caompany's activities. The Company, through its training and management standards and
procedures, aims to develop a disciplined and constructive control environment in which all employees understand
their roles and obligations.

The audit committee oversees compliance by management with the Company’s risk management policies and
procedures, and reviews the adequacy of the risk management framework in relation to the risks faced by the
Company.

35.4 Credit risk
Credit risk represents the accounting loss that would be recognized at the reporting date if counter parties failed

completely to perform as contracted, without taking into account the fair value of any collateral. The Company does
not have significant exposure to any individual counter party. To reduce exposure to credit risk the Company has

developed a formal approval process whereby credit limits are applied to its customers. The management also
continuously monitors the credit exposure towards the customers and makes provision against those balances
considered doubtful of recovery, To mitigate the risk, the Company has a system of assigning credit limits to its
customers based on an extensive evaluation based on customer profile and payment history. Outstanding customer
receivables are regularly monitored. Some customers are also secured, where possible, by way of inland letters of
credit, cash security deposit, bank guarantees and insurance guarantees.
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Notes to the Financial Statements

For the year ended December 31, 2015

Amounts in Rs ‘000

Note

2015

2014

35.4.1 Exposure to credit risk
The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to credit
risk at the balance sheet date was:
Long term loans 13 78,322 64,591
Long term deposits 14 4,048 4,470
Trade debts 18 459,082 509,976
Loans and advances 19 20,631 31,484
Shart term trade deposits 20 1,536 4,817
Other receivables 21 16,213 12,637
Interest accrued 3,233 3.116
Bank balances and short term deposits 22 1,762,879 1,470,995
2,345,944 2,102,086
Secured -
Long term loans 13| 78322 ‘ 64591
Trade debts 18 ‘ 39,088 42,050
Loans and advances 19 20,631 ‘ ‘ 31,484
138,041 138,125
Unsecured 2,207,903 1,963,961
2,345,944 2,102,086
35.4.2 Credit quality of financial assets
The credit quality of financial assets that are neither past due nor impaired can be assessed by reference to external
credit ratings or to historical information about counterparty.
35.4.21 Bank balances and accrued interest on short term deposits

The Company's exposure to credit risk against balances with various commercial banks is as follows:

- Bank balances and short term deposits

- Interest accrued

22 1,762,879 1,470,995
3,233 3116
1,766,112 1,474,111




Notes to the Financial Statements
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Amounts in Rs ‘000

Note 2015 2014

Credit Ratings Rating

Shortterm  Long term Agency
Habib Bank Limited A1+ AAA JCR-VIS 382,042 838,272
United Bank Limited A1+ AA+ JCR-VIS 189,480 312,763
Citi Bank N.A, P-1 A2 Moody's 1,178,969 284,886
Deutsche Bank A.G pP-2 A3 Moody's 10,654 38,140
Habib Metropolitan Bank Limited Al+ AA+ PACRA 4,967 50
- 1,766,112 1.4741 1_1

35.4.2.2 Trade debts

The trade debts as at the balance sheet date are classified in Pak Rupees. The aging of trade debts which are past

due at the reporting date is as follows:

Neither past due nor impaired
Past due

1 - 30 days

31 - 90 days

91 - 120 days

more than 120 days

Provision for doubtful debts

Provision for discounts

18.2
18.3

772,872 720,747
145,897 118,494
92,339 54,398
9,577 19,736
235,895 199,890
483,708 392,518
1,256,580 1,113,265
(294,282) (248,173)
(503,2186) (355,116)
459,082 509,976

The maximum exposure to credit risk for past due and impaired at the reporting date by type of counterparty is:

Wholesale customers
Retail customers

End-user customers

Provision for doubtful debts

99,507 71.548

327,678 256,010

56,523 64,960

483,708 392,518

18.2 (294,282) (248,173)
189,426 144,345

The approach for provision is to assess the top layer (covering 50%) of trade receivables on an individual basis and
apply, dynamic approach to the remainder of receivables. The procedure introduces a company-standard for

dynamic provisioning:
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Amounts in Rs '000

- Provide impairment loss for 50% of the outstanding reczivable when overdue more than 90 days; and
- Provide an impairment loss for 100% when overdue more than 120 days.

35.4.2.3 Other receivables and deposits
Other receivables include balance of Rs. 14.45 million (2014: Rs. 6.80 million) receivable from related parties as
mentioned in Note 21.1. The remaining other receivables and deposits mainly pertain to balances due from related
parties and employees which are expected to be received in due course. Based on past experience the credik risk
related to these finanacial assets is not material.
35.4.3 Concentration risk
Concentration of credit risk exists when the changes in economic or industry factors similarly affect groups of
counterparties whose aggregate credit exposure is significant in relation to the Company's total credit exposure. The
Company's portfolio of financial assets Is broadly diversified and all other transactions are entered into with
credit-worthy counterparties there-by mitigating any significant concentrations of credit risk.
Note 2015 2014
Textile 1,093 1,987
Paper and Board 1,076 1,118
Chemicals 1,776 900
Pharmaceuticals 21 255
Construction 8,506 2,708
Transport 24,899 27,569
Dealers 1,110,549 945,782
Barnks 1,766,112 1,474,111
Employees 98,953 96.075
Others 130,266 154,870
- B 3,143,441 2,705,375
Provision for doubtful debts 18.2 (294,282) (248,173) I
Provision for discounts 18.3 (503,216) {355.116)
(797,498) (603,289)
o o - - 2,345,943 2102086
35.5 Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The
Company's approach to managing liquidity is to ensure as far as possible to always have sufficient liquidity to meet
its liabilities when due. The Company is not materially exposed to liquidity risk as substantially all obligations /
commitments of the Company are short term in nature and are restricted to the extent of available liquidity. In
addition, the Company has obtained running finance facilities from Deutsche Bank to meet any deficit, if required, to
meet the short term liquidity commitments.
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The table below analyses the Company's financial liabilities into relevant maturity groupings based on the remaining
period at the balance sheet to the maturity date. The following are contractual maturities of financial liabilities at
December 31, 2015;

Carrying Contractual Up to one
amount cash flows year or less
Non-derivative financial liabilities
Trade and other payables 1,208,436 1,208,436 1,208,436
Provision for taxation 11,034 11,034 11,034
Derivative financial liabilities
Forward foreign exchange contracts 382 27,474 27,474
1,219,852 1,246,944 1,246,944

The following are contractual maturities of financial liabilities at December 31, 2014:

Carrying Contractual Up to one
amount cash flows year or less
Non-derivative financial liabilities
Trade and other payables 1,204,271 1,204,271 1,204,271
Provision for taxation 55,888 55,888 55,888
Derivative financial liabilities
Forward foreign exchange contracts 55 7,290 7,290
1,260,214 1,267,449 1,267,449

35.6

35.6.1

It is not expected thal the cash flows included in the maturity analysis could occur significantly earlier, or at
significantly different amount,

Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes
in market prices. Market risk comprises of interest rate risk, currency risk and other price risk.

Interest rate risk
Interest rate risk is the risk that the fair values of future cash flows of a financial instrument will fluctuate because of

changes in market interest rates, At the reporting date, the interest rate profile of Company's interest-bearing
financial instruments were:
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Amounts in Rs ‘000

Effective rate Carrying amount
Note 2015 2014 2015 2014
Fixed rate instruments
Financial assets 22 5.25% to 5.50% 7% to 8.47% 1,554,050 1,137.918

Sensitivity analysis for fixed rate instruments

The Company does not account for the fixed rate financial assets at fair value through profit or loss, therefore a
change in interest rates at the reporting date would not affect profit and loss account.

35.6.2 Foreign currency risk

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because
of changes in foreign exchange rates. Foreign currency risk arises mainly where receivables and payables exist due
to transactions entered into are denominated in foreign currencies. The Company Is exposed to foreign currency risk
on sales and purchases, which are entered in a currency other than Pak Rupees. To hedge this risk, the Company
has entered into forward foreign exchange contracts in accordance with instructions of State Bank of Pakistan and
the Company's Treasury policy, The policy allows the Company to take currency exposure within predefined limits
while open exposures are rigorously monitored.

The individual foreign currency wise exposure in Pak Rupees is as follows:

2015
Note AED JPY  SGD EUR USD GBP Total
Financial assets
Due from related parties 211 2,149 - - 3,772 8,528 - 14,449
Cash and bank balances - - - - - - -
S 2149 = - 3772 8528 - 14,449
Financial liabilities
Trade and other payables ' - 6,745 - 112,310 || 44,231|| 2,824 66,110
Due to related parties I 288 - |_ 17 H 38,690 || 50,181 - 89,176‘
288 6745 17 51 000 94412 2,824 155286
"~ Gross balance sheet exposure 1861 (6,745)  (17) (47,228) (85,884) (2,824) (140,837)
Forward foreign exchange contracts - - - - (382) - (382)

1,861  (6,745) (17) (47,228) (86,266) (2,824)(141,219)
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Amounts in Rs ‘000

2014
Note AED JPY SGD EUR USD GBP Total
Financial assets

Due from related parties 211 - - - 3,516 3,288 - 6,804
Cash and bank balances - = - - 14,069 - 14,069
- - o ~ 3516 17357 - 20873

Financial liabilities
Trade and other payables - |[18.188 || || 7525 24,048]] 2,741][ 52,480
Due to related parties | = =l w7 | 54772 | 21,386|| 554 || 76,729
_ 18166 17 62297 45434 3205 129209
Gross balance sheet exposure - (18166)  (17) (58.781) (28.,077) (3.295) (108,336)
Forward foreign exchange contracts - - - - (55) = (55)
S _ (18166)  (17) (58,781) (28,132) (3.295) (108,391)

35.6.2.1 Significant exchange rates applied during the year were as follows:
Average rate for the year Spot rate as at December 31,
2015 2014 2015 2014
AED 28.53 27.32 28.52 27.36
JPY 0.87 0.84 0.87 0.84
SGD 74,75 79.64 74.16 76.04
EUR 114.53 122.04 114.43 122.12
uUsD 104.77 100.37 104.74 100.48
GBP 155.32 156.19 165.27 156.56
Sensitivity analysis
Every 1% increase or decrease in exchange rate, with all other variables held constant, will increase or decrease
profit after tax for the year by Rs. 7.09 million (2014: Rs. 3.02 million)
The weakening of the Pak Rupees against foreign currencies would have had an equal but opposite impact on the
post tax profit.
The sensitivity analysis prepared is not necessarily indicative of the effects on profit / (loss) for the year and assets /
liabilities of the Company.
35.7 Operational risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with the
Company's processes, personnel, technology and infrastructure, and from external factors other than credit, market
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Amounts in Rs '000

and liquidity risks such as those arising from legal and regulatory requirements and generally accepted standards of
corperate behaviour. Operational risks arise from all of the Company's operations.

The Company's objective is to manage operational risk so as to balance the avoidance of financial losses and
damage to the Company's reputation with overall cost effectiveness and to avoid control procedures that restrict
initiative and creativity.

The primary responsibility for the development and implementation of controls to address operational risk is assigned
to senior management within the Company. This responsibility is supported by the development of overall Company
standards for the management of operational risk in the following areas:

- requirements for appropriate segregation of duties, including the independent authorization of transactions

- requirements for the reconciliation and monitoring of transactions

- compliance with regulatory and other legal requirements

- documentation of controls and procedures

- requirements for the periodic assessment of opsrational risks faced, and the adequacy of controls and
procedures to address the risks identifiad

- development of contingency plans

- training and professional development

- ethical and business standards

- risk mitigation, including insurance where this is effective

35.8 Capital risk management
The Company's objective when managing capital is to safeguard the Company's ability to continue as a going
concern so that it can continue 1o provide retumns for shareholders and benefits for other stakeholders: and 1o
maintain a strong capital base to support the sustainec development of its businesses.
The Company manages its capital structure by monitoring return on net assets and makes adjustments to it in the
light of changes in economic conditions. In order to maintain or adjust the capital structure, the Company may adjust
the amount of dividend paid to shareholders or issue new shares.

2015 2014

36 Employee Provident Fund

Size of the fund - fund assets 260,908 285,005

Break-up of investments made by the fund are as follows:

2015 (Un-audited)

Cost Fair Value Percentage
Government securities 137,248 137,794 52.81%
Listed securities 39,489 63,449 24.32%

176,735 201,243
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2014 (Audited)

Cost Fair Value Percentage

Government securities 193,782 195,589 68.63%

Listed securities 40,154 68,668 24.09%
233,936 264,257

The Company has complied with all the requirements set out by the provisions of Section 227 of the Companies
Ordinance, 1984 and the rules formulated for this purpose.

2015 2014
37 Plant capacity and annual production
Annual production - thousands of liters 19,987 19,136
The capacity of the plant is indeterminable because this is a multi-product plant.
38 Number of employees
Number of employees as at December 31, 255 261
Average number of employees 254 263 '
39 Non adjusting event after reporting date

The Board of Directors of the Company in its meeting held on February 24, 2016 has proposed a final dividend of Rs.
8.50 per share. The financial statements of the Company for the year ended December 31, 2015 do not include the
effect of the final dividend which will be accounted for in the year in which it is approved.

40 General
40.1 These financial statements were authorized for issue in the Board of Directors meeting held on February 24, 2018.
40.2 Corresponding figures have been rearranged or reclassified wherever necessary for the purpose of comparison.,

However, no significant rearrangement or reclassification has been made during the year ended December 31, 2015.

A , S

Mueen Afzal Jehanzeb Khan Harris Mahmood
Chairman Chief Executive Chief Financial Officer
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Comparison of Results
For the year ended December 31, 2015

Amounts in Rs '000

2015 2014 2013 2012 2011
Balance Sheet
Equity and revaluation reserve 2,880,812 | 2,594,261 2,878,346 5,992,518 | 5,646,577
Non-current liabilities 48,440 44,227 34,817 46,549 28,985
Current liabilities 1,286,581 1,334,879 | 1,335467 1,322,898 | 1,003,951
Total equity and liabilities 4215833 | 3,973,367 | 4,248,630 7,361,965 | 6.679,513
Non-current assets 1,537,520 1,538,314 1,573,918 1.741.987 | 1,685.275
Current assets 2,678,313 2,435,053 2,674,712 5,619,978 | 4,994,238
| Total assets - 4215833 | 3973367 | 4.248630 | 7,361,965 | 6.679.513
Six manths
period from
July 01,2011 to
December 31,
2015 2014 2013 2012 2011

Restated Restated

Profit and Loss Account

Turnover 7,170,824 | 6915474 | 7,124,812 6,335,301 | 3,288,511
Net sales 4,927,235 | 4.901,791 5,265,144 4,764,191 | 2,446,420
Cost of sales 2,909,340 | 3,129,630 | 3,326,178 3,189,510 | 1,646,325
Gross profit 2,017,895 | 1,772,161 1,938,966 1,574,681 800,095
Operating profit 671,060 554.918 644,445 259,818 154,903
Profit before taxation 804,222 678,499 936,935 522,268 284,952
Profit after taxation 539,311 458,856 605,726 376,123 187,681

Summary of Cash Flows

Cash generated / (used in) from operations 901,506 1,101,634 689,798 4,529 779 (281,872)
Net cash generated from / (used in) operating activities 509,397 821,713 340,979 4,354,469 [77.175)
Net cash generated from / {(used in) investing activities 13,545 19,610 151,507 {(16,925) 58,079
Net cash (used in) / generated from financing activities (232,093) (765.907) | (3,648,699) - 1
Cash and cash equivalents at 31 December 1,770,771 1,479,922 | 1,404,506 4,560,719 223,175
Ratios

Profitability Ratios

Gross margin 40.95% 36.15% 36.83% 33.05% 32.70%
Gross profit turnover 28.14% 25.63% 27.21% 24.86% 24.33%
Operating profit 13.62% 11.32% 12.24% 5.45% 6.33%
Net profit margin 10.95% 9.36% 11.50% 7.89% 7.87%
Profit markup 69.36% 56.63% 58.29% 49.37% 48.60%
Profit before tax margin 16.32% 13.84% 17.80% 10.96% 11.65%
Return on equity ~ 26.92% 26.77% 30.36% 7.37% 7.89%
Return on capital employed * 27.45% 25.72% 32.16% 8.65% 10.04%
Return on assets * 12.79% 11.55% 14.26% 5.11% 5.62%
Return on fixed assets * 44.14% 35.74% 43.86% 25.59% 26.37%

* 2011 Annualized




Comparison of Results
For the year ended December 31, 2015

Amounts in Rs '000
Six months
period from
|1 July 01,2011 19
| December 31,
| 2015 2014 2013 2012 2011
‘ ' Restated | Restated
[
| Efficiency Ratios *
Assel turnover Times 1.47 | 1.23 1.24 0.65 0.73
‘ Fixed asset turno Times 4.03 3.82 3.81 3.24 3.44
Inventory turnover Times 7.66 6.28 562 469 2.07
Current asset turnover Times | 1.84 2.01 a7 0.85 0.98
Capital employed turnover Times 1.68 1.86 1.81 0.79 0.86
Debtor turnover ratio Days 36 39 | 23 20
Creditor tumover ratio Days I 160 152 122 91
Inventory tumover ratio Days 48 58 65 78 176
| Operating cycle Davs {77) (55) | (49) (49) (15}
Revenue per employes Rs. '000 3,154 2.600 3,470 1,878 2,134
| MNet income per employese Rs. '000 2,115 1,758 2,243 1,425 1,408
Cost Ratios
| Operating costs (as % of sales) 27.33% 24.83%
nistration costs (as % of sales) 6.86% 8.10%
Selling costs (as % of sales) 20.47% 16.74%
[
_ Equity Ratios |
Price earning ratio Rs 18.69 36,19 10.68 -
Earnings per share® Rs. 11.61 ‘ 9.88 8.10 B.08
Dividend per share Rs. 6.50 19.00 78.60
| Dividend cover Times 1.79 0.52 0.10 -
Dividend yield 3.00% 5.31% 90.86%
Markel value per share Rs. 216.95 I | 86.51
Break-up value per share I
with surplus an revaluation Rs ' 62.03 55,86 61.98 | 129.03 123.09
Break-up value per share [
excluding surplus on revaluation Rs. 43.14 36.91 42.96 | 109.95 103.94
Liquidity Ratios |
Current ratio Ratio 2.08:1 1.82:1 ‘ 2.00:1 | 4.25:1 4971
Quick ratio Ratlo 1.79:1 1.54:1 1.54:1 2.82:1 4.18:1
Cash ratio Ratio 1.38:1 1.11:1 l 1.05:1 3.45:1 0.22:1
Leverage Ratios [ |
| Total debt to capital ratio Ratio 0:100 0:100 ‘ 0:100 0:100 0:100
| |
* 2011, Annualized '
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Pattern of Shareholding
As at December 31, 2015

No. of Categories
Shareholders From To No. of Shares
7.492 1 100 215,599
2,221 101 500 546,323
533 501 1,000 412,115
432 1.001 5,000 930,697
67 5,001 10,000 489,203
20 10,001 15,000 237,122
11 15,001 20,000 196,810
5 20,001 25,000 118,471
3 25,001 30,000 82.895
B 30,001 35,000 135,100
3 35,001 40,000 113,609
3 40,001 45,000 130,800
2 45,001 50,000 96,100
4 55,001 60,000 227,545
1 60,001 65,000 60,185
1 80,001 85,000 84,669
1 90,001 95,000 94,300
1 105,001 110,000 110,000
1 140,001 145,000 143,647
1 160,001 155,000 154,518
1 190,001 195,000 191,795
1 320,001 325,000 320,382
1 410,001 415,000 410,400
1 560,001 565,000 562,400
1 565,001 570,000 566,405
1 1,070,001 1,075,000 1,070,673
1 3,530,001 3,535,000 3,631,892
1 35,205,001 35,210,000 35,209,665
10,814 46,443,320




Pattern of Shareholding
As at December 31, 2015
Information as required under Code of Corporate Governance

Shareholder's category Number of Number of
shareholders shares held
i. Associated Companies, Undertakings and Related Parties (name wise details)
IC1 OMICRON B.V, 1 35,209,665
Total: 1 35,209,665
ii. Mutual Funds (name wise details)
CDC - TRUSTEE FAYSAL ASSET ALLOCATION FUND 1 10,000
CDC - TRUSTEE FAYSAL ISLAMIC ASSET ALLOCATION FUND 1 10,000
CDC - TRUSTEE FIRST CAPITAL MUTUAL FUND 1 4,000
CDC - TRUSTEE NAFA ISLAMIC ASSET ALLOCATION FUND 1 29,900
CDC - TRUSTEE NAFA ISLAMIC PRINCIPAL PROTECTED FUND - | 1 13,900
CDC - TRUSTEE NAFA ISLAMIC PRINCIPAL PROTECTED FUND - I 1 44,700
CDC - TRUSTEE NAFA MULTI ASSET FUND 1 41,800
CDC - TRUSTEE NAFA STOCK FUND 1 94,300
CDC - TRUSTEE NATIONAL INVESTMENT (UNIT) TRUST 1 320,382
CDC - TRUSTEE NIT-EQUITY MARKET OPPORTUNITY FUND 1 191,795
CONFIDENCE MUTUAL FUND LTD 1 3
DOMINION STOCK FUND LIMITED 1 92
GOLDEN ARROW SELECTED STOCKS FUND 1 3
SAFEWAY MUTUAL FUND LIMITED 1 128
SECURITY STOCK FUND LIMITED 1 18
Total: 15 761,021
iii. Directors and their spouse(s) and minor children (name wise details)
MR. BART KASTER 1 10
MR. HARRIS MAHMOQOD 1 10
MR. JEHANZEB KHAN 1 10
MR. MICHIEL FRANSE 1 10
MR. MUEEN AFZAL 1 10
MR. MUHAMMAD ZIA UR REHMAN 1 10
MR. PETER TOMLINSON 1 10
Total: T 70
iv. Executives 10 371
Total: 10 371
v. Public Sector Companies and Corporations 4 1,225,607
Total: 4 1,225,607
vi. Banks, Development Finance Institutions, Non-Banking Finance Institutions,
Insurance Companies, Takaful, Modaraba and Pension Funds 39 785,445
Total: 39 785,445
vii. Shareholders Holding five percent or more Voting Rights in the Listed Company
(name wise details)
ICI OMICRON B.V. 1 35,209,665
WASATCH FRONTIER EMERGING SMALL COUNTRIES FUND 1 3,531,892
Total: 2 38,741,557
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Categories of Shareholding

As at December 31, 2015
Sr No. Shareholders Category No. of No. of Shares Percentage
Shareholders
1 Directors, Chief Executive Officer, and their spouse
and minor children. T 70 0.00
2 Associated Companies, undertakings and related parties 1 35,209,665 75.81
3 NIT & ICP a = =
4 Banks Development Financial Institutions,
Non-Banking Financial Institutions 21 569,850 1.23
5 Insurance Companies 15 1,410,638 3.04
6 Modarabas and Mutual Funds 18 766,675 1.65
7 Shareholders holding 10% 1 35,209,665 75.81
8 General Public:
a. Local 10.614 3,403,402 7.33
b. Foreign - - =
g Others 138 5,083,020 10.94
Total (excluding shareholders holding 10%) 10,814 46,443,320 100.00
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AkzoNobel §

NOTICE OF 5" ANNUAL GENERAL MEETING

NOTICE is hereby given that the 5th Annual General Meeting of Akzo Nobel Pakistan Limited will be held on Tuesday, April 26,
2016, at 10:30 a.m. at its Registered Office, 346, Ferozepur Road, Lahore, to transact the following business:

1. To confirm the minutes of the 4th Annual General Meeting held on April 28, 2015,

2. To receive, consider and adopt the accounts of Akzo Nobel Pakistan Limited, for the year ended December 31, 2015,
together with the Auditors Report and the Directors Report therean.

3. To declare and approve final cash dividend @ 65% i.e. Rs 6.50 per ordinary share of Rs. 10/- each for the year ended
December 31, 2015, as recommended by the Directors, payable to the Members whose names appear in the Register of
Members as at April 18, 2016.

4. To appoint the auditors of the Company and to fix their remuneration.

5. To consider, and if thought fit, to pass the following resolution as a Special Resolution:

RESOLVED that the Articles of Association of the Company be amended by adding a new Article under the Heading of
Votes of Members as follows:

The provisions and requirements for e-voting as prescribed by the SECP from time to time shall be deemed to be
Incorporated in these Articles, irrespective of the other provisions of these Articles of Association and notwithstanding
anything contradictory therein.

Any other business with the permission of the Chairman.

April 05, 2016
Lahore
By order of the Board
Sara Shah
Company Secretary
NOTES

1. Closure of share Transfer Books:
The Share Transfer Books of the Company will remain closed from April 18, 2016 to April 26, 2016 (both days inclusive).
Transfers received in order at the office of our Shares Registrar, Messrs FAMCO Associates (Pvt) Ltd. B-F, Next to Hotel
Faran, Nursery, Block 6, P.E.C.H.S. Shahra-e-Faisal, Karachi, by the close of business on April 18, 2016, will be treated in
time for payment of the final dividend to the transferees.

2. Participation in the Annual General Meeting:
All Members are entitled to attend and vote at the Meeting, or entitled to appoint another person in writing as their proxy to
attend and vote on their behalf. A proxy needs to be a member of the Company. A corporate entity, being a member, may
appoint any person, regardless whether they are a member or not, as its proxy. In case of corporate entities, a resolution of
the Board of Directors/Power of Attorney with specimen signature of the person nominated to reprasent and vote on behalf
of the corporate entity, shall be submitted to the Company along with a completed proxy form. The proxy holders are
requested to produce their CNICs or original passports at the time of the meeting.
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3.

Form of Proxy:

In order ta be effective, duly completed and signed proxy forms miust be received at the Company’s registered office at 346,
Ferozepur Road, Lahore, at least 48 hours before the time of the meeting. Form of Proxy is attached in the Annual Report
and should be witnessed by two persons whose names, addresses and CNIC numbers are to be mentioned on the forms.

Notice to Shareholders who have not provided their CNICs:

As directed by the SECP through its Circular No. EMD/D-II/Misc/2009-1342 dated April 2013, dividend warrants cannot be
issued without valid CNICs. All shareholders holding physical shares who have not submitted their valid CNICs are
requested to send attested copies of their valid CNICs along with their folio number to the Company's Shares Registrar. In
the absence of a shareholder's valid CNIC, the Company will be constrained to withhold dispatch of dividend to such
shareholders.

Deduction of Income Tax From Dividend:

The Government of Pakistan through Finance Act, 2015 has made certain amendments In Section 150 of the Income Tax
Ordinance, 2001 whereby different rates are prescribed for deduction of withholding tax on the amount of dividend paid by
the companies. These tax rates are as under:

(a) Rate of tax deduction for filers of income tax return 12.5%
(b) Rate of tax deduction for non-filers of income tax return 17.5%

(Il To enable the company to make tax deduction on the amount of cash dividend @ 12.5% instead of 17.5%,
shareholders whose names are not entered into the Active Tax-payers List (ATL) provided on the website of FBR,
despite the fact that they are filers, are advised to immediately make sure that that their names are entered in ATL,
otherwise tax on their cash dividend will be deducted @ 17.5% instead of 12.5%.

(I} Withholding Tax exemption from the dividend income, shall only be allowed if copy of valid tax exemption certificate
or stay order from a competent court of law is made available to FAMCO Associates (Pvt) Ltd., by the first day of Book
Closure.

(1) Further, according to clarification received from Federal Board of Revenue (FBR), with-holding tax will be determined
separately on 'Filer/Non-Filer' status of Principal shareholder as well as joint-holder (s) based on their shareholding
proportions, in case of joint accounts.

In this regard all shareholders who hold shares jointly are requested to provide shareholding proportions of Principal
shareholder and Joint-holder(s) in respect of shares held by them (only if not already provided) to our Share Registrar,
in writing as follows:

Princ-mal Shareholder [ Joint Sharehaolder |
C an Folio/CDS Total i .
?ﬂrggm Y Acc.!:t:)unt . S Nire . Shareholding Naiia Shareholding
and CNIC # Proportion and CNIC # Proportion
‘ {No. of Shares) (No. of Shares)

The required information must reach our Share Registrar within 10 days of this notice; otherwise it will be assumed that
the shares are equally held by Principal shareholder and Joint Holder(s).

(iv) The corporate shareholders having CDC accounts are required to have their National Tax Number (NTN) updated with
their respective participants, whereas corporate physical shareholders should send a copy of their NTN certificate to
the company aor FAMCO Associates (Pvt.) Ltd. The shareholders while sending NTN or NTN certificates, as the case
may be, must quote company name and their respective ‘olio numbers.

For any query/problem/information, the investors may contact the Company Secretary at phone: (042) 111-551-111
and email address sara.shah@akzonobel.com and/or FAMCQ Associates (Pvt.) Ltd. at phone 021-34380101-5 and
email address: info.shares@famco.com.pk

Payment of Dividend Electronically (E-Mandate):

in order to enable a more efficient method of cash dividend, through its Circular No.8(4) SM/CDC 2008 of April 5, 2013, the
SECP has announced an e-dividend mechanism where shareholders can get their dividend credited directly into their
respective bank accounts electronically by authorizing the Company to do so. Accordingly, all non-CDC shareholders are
requested to send their bank account details to the Company’s Registrars. Shareholders who hold shares with CDC or
Participants/Stock Brokers, are advised to provide the mandate to CDC or their Participants/Stock Brokers.
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Audited Financial Statements Through E-Mail:

SECP through its Naotification SRO 787(1)/2014 dated September 8, 2014, has allowed the circulation of Audited Financial
Statements along with the Notice of Annual General Meeting to the Members of the Company through email. Therefore, all
Members who wish to receive the soft copy of Annual Report are requested to send their email addresses. The consent
form for electronic transmission can be downloaded from the Company’s website www.akzonobel.com/pk/paints

The Company shall, however, provide hard copy of the Audited Financial Statements to its shareholders, on request, free
of cast, within seven days of receipt of such request.

The Company has placed the financial statements and reports on the Company's website, at least twenty one (21) days
prior to the date of the Annual General Meeting in terms of SRO 634(1)/2014 dated July 10, 2014 issued by the SECP

Change of Address and Non-Deduction of Zakat Declaration Form:

Physical Shareholders are requested to notify any change in their addresses immediately and if applicable provide their
non-deduction of Zakat Declaration Form to the Company's Shares Registrar. Furthermore, if not provided earlier, members
holding shares in CDC/Participants accounts are also requested to update their addresses and if applicable, to provide their
non- deduction of Zakat Declaration Form to CDC or their Participants/Stock Brokers.

Video Conference Facility:
Members can also avail the Video conferencing facility in Karachi & Islamabad. In this regard, please fill the attached form
in the Annual Report and submit to registered address of the Company 10 days before of the Annual General Meeting.

The video conferencing facility will be provided only if the company receives consent from members holding in aggregate
10% or more shareholding residing at Karachi or Islamabad, to participate in the meeting through video conference at least
10 days prior to date of mesting.

The Company will intimate members regarding venue of video conference facility at least 5 days before the date of Annual
General Meeting along with complete information necessary to enable them to access the facility.

Guidelines for CDC Account Holders:
CDC account holders will have to follow the guidelines with respect to attending the Mesting and appointing of Proxies as
issued by the Securities Exchange Commission of Pakistan through its Gircular 1 of January 26, 2000.
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Admission Slip

The 5th Annual General Meeting of Akzo Nobel Pakistan Limited will be held on Tuesday, April 26, 2016, at 10:30 a.m.
at its Registered Office, Akzo Nobel Pakistan Limited, 346, Ferozepur Road, Lahore.

Kindly bring this slip duly signed by you for attending the Meeting.

Company Secretary

Name: Holding:
Shareholder No: Signature:
Note:

)  The signature of the shareholder must tally with the specimen on the Company's record.

iy  Shareholders are requested to hand over duly completed admission slips at the counter before the Meeting

premises.

CDC Account Holders / Proxies / Corporate Entities:

a) The CDC Account Holder / Proxy shall authenticate his identity by showing his / her original Computerized

National Identity Card (CNIC) or original passport at the time of attending the Meeting.

b) In case of corporate entity, the Board of Directors’ resolution / power of attorney with specimen signature of the

nominee shall be produced at the time of the Meeting (unless it has been provided earlier).

This Admission Slip is Not Transferable



FORM OF PROXY
5" ANNUAL GENERAL MEETING

I'We B S — = —_— [ of
— e I — — —— being member/(s) of

Akzo Nobel Pakistan Limited holding —— ordinary shares hereby appoint _

or failing him/her : of _ S —_who is/are also members(s) of
AkzoNobel Pakistan Limited as my/our proxy in my/our absence to attend and vote for me/us and on my/our behalf at the
5" Annual General Meeting of the Company to be held at its Registered Office, 346, Ferozepur Road, Lahore, Pakistan, on
Tuesday, April 26, 2016, at 10.30 a.m., and at any adjournment thereof.

As witness my/our hand(s) this _ day of 2016,

Signed in the presence of;

(Signature of Witness 1) (Signature of Witness 2) Signature across
Name of Witness: Name of Witness: Revenue Stamp of
CNIC No.: CNIC No.: appropriate value
Address: Address: 8

Signed by

Shareholder's Folio No./CDC Account No.

This signature should agree with the specimen
registered with the Company

Notes:

1. This Proxy Form, duly completed and signed, must be received at the Registered Office of the Company, at 346,
Ferozepur Road, Lahore, not less than 48 hours before the time of holding the Meeting.

2. No person shall act as proxy unless he himself is a member of the Company, except that a corporation may appoint a
person who is not a member.

3. It amember appoints more than one proxy and more than one instrument of proxy are deposited by a member with the
Company, all such instruments of proxy shall be rendered invalid.

4. Any alteration made in this instrument of proxy should be initialed by the person who signs it,

5. Inthe case of joint holders any one may vote either personally or by proxy but if more than one of such joint holders be
present either personally or by proxy that one of the said joint holders whose name stands first on the Register of
Members in respect of such share shall alone be entitled to vole.

For CDC Account Holders/Corporate Entities:

In addition to the above the following requirements have to be met:

(i)  The proxy form shall be witnessed by two persons whose names, addresses and CNIC numbers shall be mentioned
on the form.

(i)  Attested copies of CNIC or the passport of the beneficial owners and the proxy shall be furnished with the proxy form.
(iii) The proxy shall produce his original CNIC or original passport at the time of the Meeting.

(iv) In case of a corporate entity, the Board of Directors resolution/power of attorney with specimen signature shall be
submitted (unless it has been provided earlier) along with proxy form to the Company.
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REQUEST FOR VIDEO CONFERENCING FACILITY FORM

Members can also avail video conference facility in Karachi and Islamabad if the Company receives consent at least 10
days prior to date of meeting, from members holding in aggregate 10% or more shareholding and residing at either Karachi

and/or Islamabad to participate in the meeting through video conference.

The company will intimate members regarding venue of video conferencing facility at least 5 days befare the date of Annual

General Meeting along with complete information necessary to enable them to access the facility.

In this regard please fill up the following form and submit it to registered address of the Company 10 days before holding of

the annual general meeting.

IWe, o B being a member of Akzo Noble
Pakistan Ltd., holder of Ordinary Share(s) as per Register Folio No/CDC Alc
No. hereby opt for video conference facility at

Date:

Signature of Member/Shareholder
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Mandate Letter

Dear Sharehoider,

SUBMISSION OF COPY OF CNIC (Mandatory)

Pursuant to the directives of the Securities and Exchange Commission of Pakistan, CNIC number is mandatorily required
to be mentioned on dividend warrants, members register and other statutory returns. You are therefore requested to
submit a copy of your CNIC (if not already provided) to Akzo Nobel Pakistan Limited, 346, Ferozepur Road, Lahore or
FAMCO Associates (Pvt) Limited,8-F, Next to Faran Nursery, Block 6, P.E.C.H.S. Shahra-e-Faisal Karachi

DIVIDEND MANDATE (Optional)

We wish to inform you that according to the provisions of the Companies Ordinance, 1984, shareholders are also entitled
to receive their dividends by way of credit to their bank account instead of receiving them through dividend warrants
(crossed as A/c Payee only),

In case you wish to receive your future dividends directly in your bank account, please complete the particulars as
mentioned below and return this letter to us duly signed along with a copy of your CNIC.

CDC shareholders are requested to submit their dividend mandate and GNIC directly to their broker (participant) CDC.

Yours faithfully

ek

Sara Shah
Company Secretary

SHAREHOLDER'S SECTION
I hereby wish to communicate my desire to receive my future dividends directly in my bank account as detailed below:
Name of Shareholder

FolioNumber e
Contact Number of Shareholder

Bank Account No.

Title of Account

Name of Bank and Address

Itis stated that the above particulars given by me are correct to the best of my knowledge and | shall keep the Company
informed in case of any changes in the said particulars in the future.

CNIC No:
Shareholder's signature (copy attached)
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