AkzoNobel

Colors of transformation

Akzo Nobel Pakistan Limited




AkzoNobel

Dulux> p RUM lS E

let's colour

PROMISE

EXTERIOR ‘ﬁj.

ACRYLIC EMULSION

X X
A N, eed

X Aioabe
) 3 \ ™\ Ay

s-/\ - .
] @Duluxf @Duluﬂ < mDqux’
PROMISE

INTERIOR

PROMISE PR&JMISE

EXTERIOR INTERIOR
A

. o F

PROMISE [

INTERIOR

AT, -4 LowVOC

Contact us

& 0800-DULUX (38589) @ www.dulux.com.pk [fi duluxpakistan



AkzoNobel

spoux’ [EOSYCare

let’'s colour

with KidProof+Technology

KidProof <=

TECHNOLOGY

TOUGH STAIN
REPELLENT &
ANTI-BACTERIAL

Contact us

22 0800-DULUX (38589) @ www.dulux.com.pk [j duluxpakistan



-l
- N .
S e




CONTENTS

Chairman's review report 6
Chief Executive statement 7
Our strategy 8
Code of Conduct & Leadership behaviors 9
QOur passion for people 11
Health, Safety, Environment and Sustainability 13
Creating societal impact 17
To color is to care 18
Business performance 21
Corporate Governance and Compliance 26
Risk management 27
Company information 29
Our Board of Directors 30
Our Executive Management team 32
Report of the Directors 34
Statement of Compliance with CCG 36
Review report on Statement of Compliance with CCG 37
AkzoNobel Pakistan financial statements F 01

Notice of meeting

Admission slip

Form of proxy

Video Conferencing Facility Form

Mandate Letter




6 | Annual Report 2018

CHAIRMAN'S REVIEW

REPORT

Dear Shareholder,

| am pleased to present the company’s annual
report for the year ended December 31, 2018.

We continue to bring diverse skills and capabilities
to the Board. During this year we welcomed Mr.
Oscar Wezenbeek as a non-executive Director
with effect from November 2018, and Mr. Gary
Brown as a non-executive Director with effect
from December 2018. Earlier in April 2018 Ms.
Ayesha Hamid joined the Board as an indepen-
dent Director: with her appointment the Board
was able to ensure gender diversity in compliance
with regulatory requirements.

During 2018, a thorough review of the Board
and its committees was conducted through our
internal Board Evaluation Process, developed in
consonance with accepted global practices for
evaluating Board performance. Moreover, as a
result of an Enterprise Risk Management (ERM)
exercise, conducted by management, top risks
for the business were identified and appropriate
mitigating measures identified.

2018 was a challenging year for both; Pakistan’s
economy and your company. The year was
marked by political uncertainty owing to general
elections and a rupee devaluation against major
currencies. Despite all economic and demand
challenges, the company posted business growth
of 2.6% vs 2017. However, profitability was lower
mainly due to increased material costs as a result
of the rupee devaluation.

During the year under review, we reviewed
aspects of our financial reporting framework to
ensure that we remain in line with both the latest
regulatory requirements and best practice in
the industry.

I'would like to thank all ANPL employees and
partners for their hard work throughout 2018
and our shareholders and customers for
their continued support and look forward to a
successful 2019.

A

Mueen Afzal
Chairman
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CHIEF EXECUTIVE

STATEMENT

Dear Stakeholder,

2018 has been a year of transformation, we intro-
duced structured pricing initiatives, demonstrated
excellent cost discipline and displayed a resilience
which enabled us to continue making progress
with our strategy.

Despite the external challenges, the company
managed 1o post 2.5% growth in turnover which
stood at PKR 8.7 billion. However, rising Raw
material costs coupled with currency devaluation
of 26% during the year, led to a decline of 32% in
profitability versus previous year.

Being an election year, political and economic
volatility continued throughout the year leading
to an uncertain economic climate. This uncer-
tainty played its part in slowing down the growth
trajectory that the country has experienced in the
recent past. Despite the overall slowdown, the
company managed to post a respectable growth
on its topline for the year. However, this growth in
topline was not enough to mitigate the impact of
rising raw material costs, which were exacerbated
due to the devaluation of Pakistan Rupee. This led
to a decline in overall profitability of the company
for 2018.

Operating in this uncertain environment requires
the team to stretch beyond the normal and the
same was exhibited by our employees in 2018.
The year also saw the continued roll out of our
new global strategy for the company, which is
designed to accelerate growth and profitability.

One key pillar of this strategy has been the inte-
grated business planning process and the same
was rolled out in AkzoNobel Pakistan. The year
also saw the divestment of the chemicals busi-
ness both globally and locally. The Company
sold its specialty chemical business as a going
concern to Akzo Nobel Chemical (SMC-Private)
Limited, a wholly owned subsidiary of Carlyle
Group and GIC (previously Akzo Nobel Chemicals
Holding B.V. of Amsterdam, an affiliate of Akzo
Nobel N.V.).

We also continued

to engage with the
community that we
operate in to inspire
and touch lives of those
around us. We partnered
with SOS Children’s
Village to reach young
people to improve their
chances of becoming
professional painters,
as well as to improve
their employability

In line with our strategy of winning in the major
segments of the market, the company launched
its first “mass” segment product range under the
brand name of “Dulux Promise”. The product
taps one of the biggest value pools available in
the Pakistan paints market. The launch was well
supported by ATL and BTL initiatives. The brand
was well received in the marketplace and over
achieved the volumes forecasted for the same.
The launch event and the subsequent success
of the brand was also acknowledged by the
global team. On the Coatings side, we retained
our leadership position in the tractors segment of
specialty coatings. Our metal coatings business
also performed very well in continuation of the
recent momentum.

We also continued to engage with the commu-
nity that we operate in to inspire and touch lives

of those around us. We partnered with SOS
Children’s Village to reach young people to
improve their chances of becoming professional
painters, as well as to improve their employability.
This involved practical training coupled with
mentoring sessions by senior management of the
company. A painting activity was also conducted
in the children’s village to refresh and renew 20
houses. The event was attended by the Dutch
Ambassador H.E Mrs. Ardi Stoios-Braken. We
were also the proud color partners of the first ever
Lahore Biennale.

Qur Code of Conduct reflects our core princi-
ples — Safety, Integrity and Sustainability. Keeping
in line with our track record, 2018 was another
year without a single reportable injury. One of
the main contributor of this success has been
the on-going safety initiative of Behavior Based
Safety (BBS). This program aims to identify and
address the underlying unsafe behaviors behind
any potential safety lapses. Under the sustain-
ability agenda, we initiated a solar energy project
to set up 460 Kilo Watts solar panels at our site.

The Board of Directors continued to guide us
with their valuable inputs and provided valuable
insights to the management team. | will like to
extend my profound gratitude to the chairman
and the BOD for their continued support.

Finally, | would like to thank all our consumers,
suppliers and channel partners for supporting
us during these challenging times. Most impor-
tantly, | extend my appreciation and thanks to
our employees for showing resilience, perse-
verance and delivering in the face of adversity
during 2018.

7

Saad Mahmood Rashid
Chief Executive
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OUR STRATEGY

WINNING TOGETHER: 15 BY 20

Our Global Strategy

Qur history started in the 18th century a young
entrepreneur started making and selling paint.
By producing the best paint and under-
standing customer needs just that little better
than anyone else, his business soon grew and
became very successiul.

Over the course of two centuries, and many
acquisitions and mergers later AkzoNobel
was a global conglomerate marketing paints,
chemicals, fibers and even pharmaceuticals.
With the support of that large group, our paints
business grew to become the AkzoNobel we
are today - one of the three largest global
paints and coatings companies. AkzoNobel
was a fierce, agile and strong company, at the
leading edge of innovation, designed to delight
customers. Its high-quality products, superior

Passion for paint

We are reigniting our passion for making and
selling paint. The pride we take in the products
and services we deliver and our deep under-
standing of customer needs will help us stay
ahead of the competition — establishing us as
the number one choice.

Putting a world class Integrated Supply Chain
organization in place will drive improvements
in quality, service and efficiency as we continue
to anticipate current and future needs. This will
be supported by relevant, focused innovation
o ensure everyone benefits from our products
and services.

Precise processes

Integrated Business Planning will be the
way we operate. We will get the waste out

Our Local Strategy

customer service and win-win attitude was
second to none.

Over time, competitors caught up with
AkzoNobel by focusing all the attention on
getting better at making and selling paints.
In the meantime, the business lost some of
its executional edge due to being spread too
wide in a very diverse company.

In 2018, almost 230 years after our humble
beginnings, AkzoNobel is returning to its
winning paints and coatings roots. By
becoming once again a single, focused paints
and coatings company, we have a laser sharp
focus: reclaiming our legacy by being the
number one reference in our global industry.
We are on a path to becoming the global
leader again, known for making the finest

of our key end-to-end processes — including
smooth hand-offs with our Global Business
Services (GBS) organization — to ensure we
rigorously execute simple and standardized
processes. We will leverage a single Enterprise
Resource Planning (ERP) and systems plat-
form and use reliable, real-time information for
decision-making.

Proud people

We believe in fostering a trusted workforce
with the right values and a winning mindset.
We intend to accelerate opportunities for
the ample talent we have around the world.
We are building a single, strong and diverse
global team for a focused, high performing
Paints and Coatings company. One which
takes pride in living our core principles and

AkzoNobel Pakistan, being a part of the AkzoNobel Group, builds upon the

global strategy in the local context.

Our vision is to 'Establish AkzoNobel Pakistan as the first choice for all our

stakeholders' through:

¢ Focusing on Return on Sales (ROS) - Grow top line, manage costs,

improve efficiencies

e Driving Performance Culture -Benchmark against best in class
e Acting with a Sense of Urgency — Operate outside the comfort

zone, less talk and more action

e Delivering with Engaged People — Culture of Trust, Empowerment

and Passion

paints and coatings - and taking great pride
in delighting our customers.

Being the leader means we are the reference
when it comes to people, products and perfor-
mance. We measure our performance by a
single, company-wide target: 15% Return on
Sales™ by 2020. This is what will drive the
streamlining of our core capabilities - making
and selling paint and striving for the best
efficiency and performance in what we do.
We will achieve this by working together as
one AkzoNobel.

To help us achieve our ambitions, we have
launched a “Winning together” transformation
program which will make the most of the focus
we now have in our company. The program is
based on the following four value drivers:

being the best at making and selling paint in
our chosen segments.

Powerful performance

We are adopting a laser sharp focus to
achieve 15% return on sales” by 2020. A
high-performance culture will accelerate our
pace of improvement. We will remain focused
on margin improvement and will always look
to deliver more by consuming less. We will
combine our commitment to lowering fixed
costs — building on our track record of contin-
uous improvement — with frugal procurement.
For every action we will ask ourselves:

“Will it speed up the journey towards our 15%
ROS* by 20207”
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CODE OF CONDUCGT AND

| FADERSHIP BEHAVIORS

A [F N

Safety

We are all defined by the actions we take. They reflect our principles
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 them
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
e We follow the safety rules and procedures

e We follow the Life-Saving Rules

e We stop work if behavior or conditions are unsafe

e We make and distribute products safely

e We report safety concerns immediately

Integrity

e We compete in a fair and honest way

e We follow trade restrictions carefully

e We protect personal and confidential information

e We keep a clear line between business and personal interests
e We look after company property and use it appropriately
e We keep records in accordance with company policies
e We are alert to fraud and report suspicious activity

e We communicate in a professional way

Integrity

Sustainability

Sustainability

We recognize human rights and treat people with dignity and respect
We recruit and manage employees fairly

We reduce the environmental impact of what we do

We address the concerns of those affected by our operations

We give back to communities we operate in

We work with business partners who share our principles

Our leadership behaviors

Qur leadership behaviors add the next defining component to the culture
we want to build in AkzoNobel. They set the standard for how we lead
in our company. They challenge, inspire and elevate our leaders who
endeavor to live them everyday. Because leaders play an essential part in
creating that culture of collaboration and community that will help lead our
people from good to great performance. We have outlined nine leadership
behaviors under 'Performance Leadership', 'Organizational Leadership' &
'‘Personal Leadership'.

Performance leadership

Creates customer value Drives operational excellence Leads change
A

Organizational leadership

d
Builds connections Inspires others Develops teams
Personal leadership
d
Develops self Engages others

y
Sets the example
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OUR PASSION
FOR PEOPLE

Our people are the key to our success as
an organization. We need to ensure that we
have a performance-driven culture and the
right people with the right capabilities to
deliver our strategic objectives.

We know that our business will grow if our people
grow too, so we aim to provide a work environ-
ment that is conducive to well-being and for the
professional and personal development of our
people.

The development of skill, competencies and
required behavior to cultivate high level perfor-
mance in their specified role has been a priority
for AkzoNobel Pakistan. A rigorous training needs
analysis is conducted each year to support
growth of our potential talent followed by class-
room workshops and ROl analysis.

The right culture

QOur performance driven culture is supported
by our Performance and Development Dialog
process (P&DD); a transparent evaluation tool for
development planning and performance review
in line with our strategy and the new values.
P&DD is 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 development opportu-
nities for our employees that help build strong
leadership practices in our people to ultimately
benefit our business today and tomorrow.

The right capabilities

Continuous learning helps us stay competitive
and create a working environment that makes
people feel valued and empowered to their
own development. In addition to regular training
needs identification, the AkzoNobel Academy —
an intranet based portal available to AkzoNobel
employees globally — helps drive functional
and leadership capability as well as access to
exceptional learning experiences based on best
practices from across AkzoNobel.
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The right mix

We are a global company serving a large and
diverse customer base and we believe a diverse
and inclusive workforce is essential to achieve our
ambitions. We aim to actively embrace diversity of
thought and empower people to challenge each
other to be more innovative and deliver better
results. Our workforce should reflect the society
where we do business. We aim to create an inclu-
sive environment where diversity and differences
are valued, and everyone has the opportunity
to develop skills and talents consistent with our
company’s values and ambitions.

We aim to become

a 'talent factory',
recognized for
development
opportunities for our
employees that help
build strong leadership
practices in our people
to ultimately benefit
our business today
and tomorrow.











































































































































































































































































































































































