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Strategic Report
The directors present their S‘trategic Report for the year ended 31 December 2019.

Principal Activities

The pri’ncip‘al activity of the Company is the manufacture and sale of tltermo-setting powder paint, as well as sales of
wet paint and powder paint to the general industrial market via the Cromadex business. The business operates under
brands such as Interpon®, Cromadex® and International®. The Company prides itself on product innovation and

" continues to invest and brmg new products to market.

‘ ‘Busmess Model

The Company’s business is part of the global Akzo Nobel Powder Coatmgs Strategic Marketmg Unit which is headed
by Akzo Nobel N.V. Full information on the strategy of the Strategic Marketing Unit can be found in the Annual
Report and Accounts of the ultimate parent company, Akzo Nobel N. V Copies are available as indicated in note 21
of the financial statements. C .

The Company continues to achieve leading market positions by dehvermg leading performance ThlS mission
statement is underpinned by core principles, values.and behaviours. The core principles are safety, integrity and
sustainability. The Company has a target of zéro accidents as wéll as a Code of Conduct which is embedded throughout
the orgamzatlon The core values are customer focus, delivering on commrtments havmg a passron for excellence and .
winning together. - .

Business Review and Results

_Sales volumes: and revenues to 3" parties remained stable in 2019 compared with 2018 as the market stagnated sli ght]y
due to uncertainty surrounding the political situation and in particular, the unknown timing of Brexit.

In key segments, Architectural volumes were up by 2.4% while General Trade Coater and Industrial segments were
relatively flat compared to the prior year. :

Raw material and productlon costs remained stable resulting i in consistent margms across all segments.

Allgned with the AkzoNobel Group strategy to achieve 15% Return On Sale by 2020 (15 by 20), costs were'a key

focus during the year. As part of the wider AkzoNobel global strategy the Company is focused on directing resources

to segments that provide the highest return on investment- ‘which is underpinned by our strategy of dellvenng growth
‘ orgamcally

In 2019 the company reports a profit after tax of £3,885, 000 (2018: £4 637,000), which has seen the company net
assets increase to £1,241,000 (2018: Net liabilities £2,644,000) as at 31 December 2019..
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Strategic Report (continued)

Key performance indicators (“KPIs”) , . .
' ' ' 2019 (£°000) | 2018 (£°000)

Turmover N ) 55,702' . 56,013
Gross profit — — 20,102 20,172
Gross margin (%) i . i 3;'6.1-‘ . 36.0
Profit before tax : . | 3081 6,135
Return on sales (%) — " T 55 109

' ;
_ The KPI’s above show the result ofa combmatlon of four key : areas:

- Lower 3" party volumes offset by hlgher mtercompany volumes ngher percentage of revenue contnbuted
to'by mtercompany sales with lower margins.

- An increase in the cost of raw materials used i in the manufacturmg process of powder and hquld pamt
- An increase in average sellmg price to mitigate the increased cost of raw matenals

"~ Continuing uncertainty in the Coatings market as a result of Brexit.

Pri‘ncipal Risks and Uncertninﬁes

The Directors consider the principal risks and uncertainties as those which threaten the success of our customers and -

those which inhibit our role in -the global Powder Strategic Marketing Unit. In 2019, our biggest risk was centred
around uncertainty in the market due to Brexit..Uncertainty led to lower investment, particularly in the construction
- _.sector. The Directors still ‘consider our future trading relationship with the-European Union to be a high risk. The

Company relies on the free movement of goods, services and people throughout the European Union and any actions

to restrict these flows may impede the ability of the Company to service customers at current levels.

2020 began with a clearer political outlook and more confidence in the market; however, the spread of Covid-19 has

now become the biggest risk which the Company will have faced in a decade. Restrictions on business, which have

been imposed by the Government will lead to a significant volume and revenue drop, particularly in Quarter 2. The
" Company will continue to spread its exposure by focusing on a wide range of market segments and exploring

opportumtles in-new spaces. In addition to this, cost control will be key in order to ensure bottom line profitability
" remains strong.
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Section 172 Statement

a)

b

¢)

d

" The likely consequence of any decision in the long term

The Directors understand the business and the evolving environment, including the challenges faced by the )
business. Based upon the purpose of the Company, to provide more cleaner, environmentally friendly
products, the strategy set by the Directors is intended to strengthen the position of being a leading paints and
coatings company in its sector, whilst keeping safety and social respon51b1hty fundamental to the business
approach. The directors recognise the long-term success of the company is dependent on the stakeholders
and the external impact of the business activities on society.

The interests of the company’s-employees .
We are committed to makmg our company a brilliant place to work for our people and are recogmsed as a

" Top Employer. We utilise a number of different mechanisms to foster two way communication to ensure that

we can share information about the Company as well as to listen to the views of our employees. We also have
a comprehensive wellbeing and engagement programme which is driven by employees and actively supports
inclusivity across the diversity and inclusion spectrum as well as the mental and physical health of our people.

We also participate in the Mind Wellness Index in order to listen to our employees regarding their mental -

: health and to identify areas of development.

The Company also supports the learning and career development needs of our employees’ through our
performance management process, functional competency diagnostic tools and virtual learning and
development programs which are avallable on demand, 24/7, including via smartphone

The need to foster the company’s business relationships with suppliers, customers and others

_The 'company continues to work closely with customers 'suppliers and other stakeholders to deliver products
* and solutions that make their businesses more sustainable, while.delivering economic value to all part1es in

the value chain.
The itnpact of the company’s operations on the community and the environment

The ultimate parent company n{akes use of eco-premium solutions to track the performance in creating shared -

‘value for our business, our customers and society. There is an ambition-across the group to maintain at least

20% of revenue from eco-premium solutions by constantly innovating, based on insights into evolving
environmental concerns and societal needs. Eco-premium solutions need to exceed the reference in each
market in terms of sustainability performance. It is therefore a moving target, as the reference is constantly

~ improving.
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Section 172 Statement (continued)

¢) The desirability of the company maintaining a reputation for high standards of business conduct
There are a broad rangé of processes and procedures in place designed to provide control over the company’s
operations. These processes and procedures include measures regarding the general control environment,
such as a Code of Conduct — including business principles and a corporate complaints proced!ire. The
company follows group directives and authority schedules, as well as specif ¢ measures, such as a risk .
management system, a system of controls and a system of letters of financial representatlon by responsnble
management at various levels within the company.

) The need to act fairly as between members of the company.

The ultimate parent company, Akzo Nobel N.V. is a public limited liabilify company (naamloze.
vennootschap) established under the laws of the Netherlands, with common shares listed on Euronext
Amsterdam. AkzoNobel has a 'sponsoréd level 1 American Depositary- Receipt (ADR) program and ADRs
can be traded on the international OTCQX platform in the US. The company’s management and supervision
are organized under Dutch law in a so -called two- tier system, comprising a Board of Management (solely
composed of executive directors) and a Supervisory Board (solely composed of non -executive directors).
The Supervnsory Board supervises the Board of Management and ensures a strong external presence in the
governance of the company. The two Boards are independent of each other and are accountable to the Annual
General Meeting of shareholders (AGM) for the performance of their functions. Qur corporate governance . -
framework is based on the company’s Articles of Association, the requirements of the Dutch Civil Code, the
Dutch Corporate Governance Code (the “Code™), and all applicable laws and regulations, including securities
_laws. The Code contains principles and best practices for Dutch companies with listed shares. Deviations
from the' Code are explained in accordance with the Code’s “comply or explain™ principle. '

This goverance.is driven top down through the group, with senior management momtonng down tolocal
lega.l entity — Akzo Nobel Powder Coatmgs Lmuted level

" On behalf of the Board

MSmalley o ' , The AkzoNobel Building
Director . Wexham Road
. : o Slough

SL2 5DS.

18 March 2021
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Directors’ Report , A
The directors present their Directors’rRe‘port.and audited' Financial Statements for the year ended-31 December 2019.°

F

Research and Development

The Company undertakes various research and development activities. A proportlon of these activities is recharged to
' other group companies.

Drvrdends

The Proﬁt before taxation amounted to £3 ,081,000 (2018 £6, 135 000) The directors do not recommend the payment
of a dividend (2018: £nil). The proﬁt for the financial year of £3,885, 000 (2018: £4, 637,000) has been transferred to
reserves.

Directors

The directors of the company who were in office during the year and up to the date of signing the ﬁnanc1a1 statements
were:

A Moseley — Resigned 30 June 2019

M Smalley

G Brown - Appomted 30 June 2019 _

S Timmins — Resigned 30 June 2019, reappomted 10 October 2019
.J Toolan- Resigned 30 June 2019 .

D Tumer — Appointed 2 January 2019, resigned 1 September 2020

N Akay Kemahli — Appointed 1 September 2020 ‘

<

Disclosure-of information to auditors

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are each
aware, there is no relevant audit information of which the Company’s auditors are unaware; and'each director has
taken all the steps that he ought to have taken as a director to make himself aware of any. relevant audlt information
and to establish that the Company’s audrtors are aware of that mformatlon

Gomg Concern

Akzo Nobel N. V., the Company’s ultimate parent undertaking, has prov1ded notification that' it shall continue to
provide financial and other support to'the Company for a period of at least twelve months from the date of approval
" of these financial statements and thereafter for the foreseeable future to énable it to continue to trade On this basis the .
directors, having made appropriate enquiries, consider that the Company has adequate resources to continue in
_operational existence for the foreseeable future, and it is therefore appropnate to adopt the going concern basis in

_ preparation of the financial statements. .

Financial Risk Management

The Company’s operations expose it toa variety of financial risks that include the effects of credit risk, liquidity risk
and interest rate risk. The Company has in place a risk management programme that seeks to limit the adverse effects
on the ﬁnancral performance of the Company where appropriate.
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Directors’ Report. (continued)
Employees '

The Company’s policy is to consider all job applications by disabled persons sympathetically in relation to the duties,
responsibilities and physical requirements of the vacancies, the aptitudes of the applicants, including the nature of the
disability, the working environment and the facilities required for the effective performance of the job by the applicant. -
If any existing employee becomes disabled, the Company will examine any effects of the disability on current job
_performance and take all practicable steps to maintain the employees’ continued employment through the provision of
_ appropriate retraining, changes in working facilities or, with mutual agreement, the provision of alternative -

employment more closely related to the employees’ capabilities. The Company will continue to identify and monitor
the employment- of Registered Disabled persons to dctcrmme its posmon in relation to the current statuton Yy
requirements

The safety of the Comf)ar;y’s employees and the public continues to be .our number one priority. During 2017 we
further embedded our Behavioural Based Safety (BBS) programme into our daily routirie and continued to make the
UK Powder business a'safer place to work. Every employee also has the right to apply our Golden Pnncnple which is
part of our “Life Saving Rules” — namely, if condmons or behaviour is unsafe, stop work :

Employee involvement’
. ¢ ! . s . .
" The policy of providing employees with information about the Company will be continued-through various media
~ used by the Company to present such information. A Works Council meets on a regular basis which enables employee
representatives to discuss business issies with senior management. An annual bonus scheme is in operation which
rewards employees and is linked to the performance of the Company.

Future Dcvelopments

" At the time of signing these financial statements the Directors are not aware of any likely future developments in the
business of the Company. Further consideration has been provndcd within the Strateglc Report

'Post_ balance sheet events '

Since the outbreak of COVID-1Y in the first quarter of 2020, global financial markets have experienced, and may
continue to experience significant volatility and there are significant consequences for the global economy from travél
and border restrictions, quarantines, supply chain disruptions, lower consumer demand and general market uncertainty.
The extent and duration of the impact of COVID-19 on the global economv and the sectors in which the Company and
its fellow group companies operate is uncertain at this time.

As of the signing date of these financial statements management was not aware.of any material adverse effects on the
" financial statements for the year ended December 31, 2019 as a result of COVID-19. Management consider the
COVID-19 pandemic to be a non-adjusting post balance sheet event. Management will continue to monitor the
situation and thc impact on the Company.

On behalf of the Board ' .
‘M Smailey ‘ - ' .
. Director ' o ‘ : The AkzONobel Building
' ' : . Wexham Road
Slough
SL2 5D8.
18 March 2021
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Statément of directors’ responsibilities in respect of the financial statements N

The directors are responsnble for preparmg the Annual Report and thc financial statements in accordance with
applicable law and regulation. .

Company law requires the directors to preparé financial statements for each financial year. Under that law the diréctors
have prepared the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice
(United Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure Framework”, and applicable law).
Under company ‘law the directors must not approve the financial statements unless they are satisfied that they give a
true and fair view of the state of affairs of the company and of the profit or loss of the company for that period. In
preparing the ﬁnancnal statements, the directors are required to:

e select suttable accountmg policies and then apply them consistently;

"o state whether applicable United Kingdom Accounting Standards, comprising FRS lOl have been followcd
subject to any material departures disclosed and explamed in the financial statements;

. make judgements and accountmg estimates that are reasonable and prudent; and

e prepare the fi nancnal statements on the going concern basns unless it is inappropriate to presume that the-

company will continue in business.

The directors are rcsponsnble for keeping adequate accounting.records that are sufficient to show and explain the
company's transactions and disclose with reasonable accuracy at any timc the financial position of the company and
enable them to ensure that the financial statements comply with the Compames Act 2006.

The directors are also responsible for safeguarding the assets ‘of the- -company and hence for taking reasonable steps
for the preventnon and detecuon of fraud and other-irregularities. .

. M Smalley

/

Director

18 March 2021°
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Independent audztors report to the members ofAkzo
Nobel Powder Coatmgs Limited

Report on the ,au'dit of the ﬁnancial statements

Oplmon
Inour oplmon Akzo Nobel Powder Coatings Limited’s ﬁnanc1al statements:

- . e give atrue and fair view, of the state of the company’s affairs as at 31 December 2019 and of its profit for the - -

~ year then ended; :

- ¢ have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice
(United Kingdom Accounting Standards, comprising FRS 101 ‘Reduced Dlsclosure Framework”, and’
applicable law); and .

e have been prepared in accordance with the requirements of the Compames Act 2006.

- We have audrted the financial statements, included within the Annual Report and Financial Statements (the “Annual
Report”), which comprise: the Balance sheet as at 31 December 2019; the Statement of Comprehensive Income and
the Statement of Changes in Equity for the year then ended; and the notes to the financial statements which include a
description of the significant accounting policies. .

’

Basis for opinion -

.We conducted our audit in accordance with International Standards on Audltmg (UK) (“ISAs (UK)”) and appllcable
law. Our responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the
financial statements section of our report. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion. ' '

Independence :

We remained mdependent of the company in accordance with the ethical: requlrements that are relevant to our audit
of the financial statements in the UK, which includes the FRC’s Ethical Standard, and we have fulfilled our other
ethical responsibilities in accordance with these requirements.

Conclusions relatmg to'going concern
We have nothing to report in respect of the following matters in relatlon to which ISAs (UK) require us to report to
you where:

e the directors’ use of the going concern basis of accountlng in the preparatlon of the ﬁnanc1a1 statements is
not appropriate; or .

. - the directors have not disclosed in the financial statements any identified material uncertainties'that may -
cast significant doubt about the company’s ability to continue to adopt the going concern basis of accounting
for a period of at least twelve months from the date when the financial statements are authorised for issue.

-However, because not all future events or conditions can be predicted, thls statement is not a guarantee as to the
company’s ability to continue as a going concern.

Reporting on other 1nformat10n

. The other mformatlon comprises all of the information in the Annual Report-other than the financial statements and -
our auditors’ report thereon. The directors are responsible for the other information. Our opinion on the financial -
‘statements does not cover the other information and, accordingly, we do not express an audit opinion or, except to the
extent otherwise explicitly stated in this report, any form of assurance thereon

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our

- knowledge obtained in the audit, or otherwise appears to be materially misstated. If we identify an apparent material
inconsistency or material misstatement, we are required to perform procedures to conclude whether there is a
material misstatement of the financial statements or a material misstatement of the other information. If, based on
the work we have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report based on these responsibilities.

With respect to the Strategic Report and Directors’ Report, we also considered whether the dlsclosures requlred by the
UK Companies Act 2006 have been included.

Based on the respon51b1hUes described above and our work undertaken in the course of the audit, ISAs (UK) require -
us also to report certain opinions and matters as described below.
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'Independent auditors’ report to the members ofAkzo
' Nobel Powder Coatings Limited (. conhnued) R

Strateglc Report and Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic Report

and Directors’ Report for the year ended 31 December 2019 is consistent with the financial statements and hasbeen -
. prepared in accordance with applicable legal requlrements

In light of the knowledge and understanding of the company and its environment obtained in the course of the audit,
- we did not identify any material mlsstatements in the Strateglc Report and Directors’ Report.

Responsnblhtles for the financial statements and the audit

‘Responsibilities of the directors for the financial statements

As explained more fully in the Statement of directors’ responsibilities in respect of the financial statements, the
directors are responsible for the preparation of the financial statements in accordance with the applicable framework
and for being satisfied that they give a tru¢ and fair view. The directors afe also responsible for such internal control
as they determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error. '

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless the directors either intend to liquidate the company or to cease operatlons or have no-realistic
alternative but to do so.-

Auditors’ responsibilities for the audit of the financial statements

Our objectlves are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, they could reasonably be expected to influence the -,
economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s website at:
www.frc.org.uk/ aud1torsrespons1b1ht1es This description forms part of our auditors’ report.

Use of this report

This report, including the opinions, has been prepared for and only for the company’s members asa body in
-accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these
opinions, accept or assume responsibility for any other purpose or. to any other person to whom this report is shown
or into whose hands it may come save where expressly agreed by our prior consent in writing.

Other required reporting

Companies Act 2006 exceptlon reportmg
Under the Companies Act 2006 we are required to report to you if, in our opmlon
e we have not received all the information and explanations we require for our audit; or
e adequate accounting records have not been kept by the company, or returns adequate for our audit have not
been received from branches not visited by us; or
e  certain disclosures of directors’ remuneration specified by law are not made; or . . -
" the financial statements are not in agreement with the accountmg records and returns.

We have no exceptions to report arising from this respons1b111ty

,
%— ) -
. . .

Nicholas Cook (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors:
Newcastle upon Tyne :

/8 March 2021
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- Statement of Cb’mpr'ehensive Income = - o R L
Jor the year ended 31 December 2019 ’ ‘ ' '

Note” ' - 2019 T 2018
: £000 £000
Turnover - 3 55,702 56,013 .
Cost of sales ‘ i ’ : ) (35,600) . ‘ (35,841)
Grossprofit - .. L o Sco0002 0 20,172
Distribution costs ' . ; ' o (9,729) L -~ .(10,239)
N Administrative expenses - . (6,630) . (3,091).
Operating profit =~ - ' - 4 ‘ 3,748 . 6,842
Other interest receivable and similar income . 7 o . 144 . ) 85( :
Interest payable and similar expenses ) oL . 8 N - (811) (792)
B ) Profit before taxation ' i . , ' . 3,081 - " 6,135
- Tax on Profit ’ . . -9 - 804 - (1,498)
Profit for the financial y’e‘af v A _— : » 3,885 - 4,637
Total comprehensive income for the year - v ) : » 3,885 .- . 4,637

All results arose from continuing activities.

— ———— e — s ————— e ———
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Balance Sheet
As at 31 December

Fixed assets
Intangible assets  *
Tangible assets
Rights of-use assets

Current assets
. Stocks
Debtors

~

.. Creditors: amounts falling due within one year

Net current assets

Net Assets/(Liabilities)

Capital and reserves !
Called up share capital
Profit and loss account

Total Shareholders’ funds/(deﬁcit)

A v

Creditors: amount falling due after more than one year

Note -

10

13

14

15

16

19

Akzo Nobel Powder Coatings Limited
Annual Report and Financial Staternents
Registered number 01725413

31 December 2019

2019 . 2018

, £000 . £000 . £000 £000
9,382 - T 9382
- 2,645 S 3,160
988 . - =
T 13,015 o 12,542
5,387 4457
© 34,898 , 32,877
’ . I
40,285 ’ 37,334
(10,954) - (12,086)
29,331 ) 25,248
o o@nes) (40,434)
L1241 L (2,644)
20002 20,002
(18,761) (22,646) *
1241 (2.644)

These financial statements on pages 10 to 33 were approved by the Board of Directors on 18 March 2021 and were

signed on its behalf by:

G Brown

" Director

11




Statement of Changes in Equity . -
Sor the year ended 31 December 2019

Balance at [* January 2018

<

- Total conipreh'ensive income for the year
Profit for the financial year ‘

Balance at 31 December 2018
" As at 1% January 2019

\

Total comprehensive income for the year
Profit for the financial year

Balance at 31 December 2019

. Akzo Nobel Powder Coatingé Limited
Annual Report and Financial Statements

-

" Called up

Registered number 01725413
31 December 2019

- . Total
share i:s:of:c:::li ¢ Shareholders’
capital - (deficit)/funds
£000 £000 . £000
20,002 (27,283) - (7,281)

- 4637 | 4,637
20,002 (22,646) (2,644)
20,002 (22,646)  (2,644)"

- 3,885 3,885

(8,761 = 1241 -

20,002

12
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Notes '

1 Accounting pohcles

Akzo Nobel Powder Coatings Limited (the “Company”) is a private company limited by shares 1ncorporated and
- domiciled in England, UK. The address of its regrstered office is The AkzoNobel Bulldmg, Wexham Road SL2 5DS,
England.

These financial statements were prepared in accordance with The-Companies Act 2006 as applrcable to compames
using Financial Reporting Standard 101 Reduced Disclosure Framework (“FRS 10I”).

In preparing these financial statements, the Company applies the recognition, measurement and presentation '
requirements of international accounting standards in conformity with the requirements of the Companies Act 2006,
but make amendments where necessary in order to comply with the Act and take advantage of the FRS 101 drsclosure
exémptions.

_As the Company is a wholly owned subsidiary of Akzo Nobel N.V., the consolldated financial statements of Akzo .
Nobel N.V., within which the Company is mcluded, can be obtained from the address in note 21.

In these financial statements, the company has applled the exemptions available under FRS 101 m respect of the
following disclosures: .

e A Cash Flow Statement and related notes ‘
e Comparative penod reconciliations for share capital, tanglble fixed assets and mtang1ble assets;
» Disclosures in respect of transactions with wholly owned subsrdranes
o Disclosures in respect of caprtal management;
e . The effects of new but not yet effective IFRSs;

_e An additional balance sheet for the beginning of the earliest comparative penod following the retrospective
change in accounting policy; .

¢ Disclosures in respect of the compensation of Key Management Personnel; and .
e Disclosures of transactions with a management entrty that provides key management personnel services to
the company.

As the consolidated ﬁnancial statements of Akzo Nobel N.V include the equivalent disclosures, the Company has also
taken the exemptions under FRS 101 available in respect of the following disclosures:
e IFRS 2 Share Based Payments in respect of group settled share based payments .

e  Certain disclosures required by IAS 36 Impairment of assets m respect of the 1mpamnent of goodwill and
indefinite life mtangrble assets; :

o Certain dlsclosures requlred by IFRS 13 Fair Value Measurement and the drsclosures required by IFRS 7
Financial Instrument Disclosures.

e The requirements in IAS 24, ‘Related party disclosures’ to disclose related party transactions entered into .
between two or more members of a group.

The accounting policies set out below have, unless otherwise stated, been apphed consrstently to all periods presented'
in these financial statements. :

The following accountmg policies have been applied con51stent1y in dealing with 1tems Wthh are consrdered matenal
in relatron to the financial statements :

New standards, amendments and IFRIC interpretations .
" In 2019, the most significant change in accounting pohcles relates to adoption of the new standard IFRS 16 “Leases

IFRS 16 Leases
IFRS 16 replaces the previous standard on lessee accounting for leases. It requires lessees to bring most leases on
balance sheet in a single lease accounting model, recognizing a right-of-use asset and a lease liability.

Compared with the previous standard for operating leases, it also impacts the classification and timing of expenses
and consequently the classification between net cash from operating activities and net cash from financing activities.

13
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Notes (continued)
New standards, amendments and IFRIC ilitérpretatibns (continued)

Transmon approach

AkzoNobel has adopted IFRS 16 as per January 1, 2019, applying the modified retrospective approach. All right-of
* use assets are measured at the amount of the lease habxllty at transition, adjusted for any prepaid or accrued

lease expenses. Short-term and low-value leases are exempted. AkzoNobel has not restated its 2018 comparative
figures. The adoption did not have an.impact on the company equity. IFRS 16 requires the right-of-use asset and the -
lease liability to be recognized at discounted value and assumptions with regards to termination and renewal options

. have been taken mto consideration. =

On transitioh to IFRS 16, the company elected to apply the practical expedient to grandfather the prior assessment of
which transactions are leases. IFRS 16 was applied only to contracts that were previously identified as leases. Contracts -
that were not identified as leases under IAS 17 and IFRIC 4 were not reassessed for whether there is.a lease under
IFRS 16. Therefore, the definition of a lease under IFRS 16 was applied only to contracts entered into or changed on
or after January 1,2019.J udgement was applled at the initial appllcatlon of IFRS'16 and also thereafter, when assessing
whether payments to be made in optional periods should be-included in the calculation of the nght -of-use assets and
lease liability. Such payments.are included in the calculations when it is deemed it reasonably certain to exercise an
option to extend the lease, or not to exercise an option to terrnihate the lease. .
N ]

The company used a number of pract1cal expedxents when applying IFRS 16 to leases prev1ously classxﬁed as operatmg
leases under IAS 17, in particular: ‘
* On a lease by lease basis it was decided whether to recognize nght -of-use assets and liabilities for leases for which
the lease term ends within 12 months of the date of initial application
» The company did not recognize right- of-use assets and liabilities for leases of low-value assets (e. g certain IT
equlpment)
+ Initial direct costs were excluded from the measurement of the right- of -use asset at the date of initial apphcatxon

. *» The Company used hmds1ght when determmmg the lease terms .

In respect of the implications of IFRS 16 for tax accounting, AkzoNbbel has assessed that the right-of-use asset and
. the lease liability are to be considered togethetr as a single transaction, because in the company’s view they are
integrally linked. As a result, at inception of a lease and also at the IFRS 16 transition, the net lease asset or liability
(without taking into account any advance payments) is nil, the tax base is nil and, therefore, the temporary difference
is'nil. Hence, no deferred taxes have to be accounted for at inception/IFRS 16.transition and going forward deferred
tax. - : : .
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Notes '(cdhtinued)

Impact of Adoption af IFRSI 6 on the company balance sheet

In£ 000 . As Reported at December
_ +'312018
Intangible Assets 9,382

Property, Plant & Equipment 3,160

Right of use assets -
Deferred tax assets ’ 2,505
Inventories . 4,457
Trade and other recelvables 30,372 - -
Total Assets . 49,876
Shareholders’ Equity . (2,644)
Long term borrowings - 40,434 °
Current Tax Liabilities 923
Trade and other payables 11,163

- Short term borréwings -- .
Total equity and liabilities 49,876

Akzo Nobel Powder Coatings Limited

Annual Report and-Financial Statements

Restatement due to adoption
"of IFRS 16

1,156 .

1,156

968 :

188
1,156

Registered number 01725413 .
31 December 2019

Restated openirig balance )

at January 1 2019
9,382

3,160

1,156

2,505

4,457

30,372

51,032

(2,644)
41,402
93
11,163
188
51,032

The adoption of IFRS 16 as per January 1, 2019 has resulted in the recogmtlon of right-of-use assets of £1; 156,000,
and additional lease liabilities of £1,156, 000 In the statement of income, the operating lease expenses (£287,000),
previously recorded in operating income, are replaced by the depreciation charges. on right-of-use assets (£265,000);

remains recorded in operating income) and by Interest expenses for the lease liability (£19,000; recorded in net,
. ﬁnancmg expenses). On a net basis, the adoption of IFRS 16 has led to an increase of operating inconie by £22,000
-and an increase of net ﬁnancmg expenses by £19,000; proﬁt before tax was £3, 000 hlgher and profit for the year was

£2 000 higher.

. The blended incremental borrowing rate applied to the lease liabilities at January 1, 1,201 9, was I 52% The fnllowmg

table reflects the reconciliation of the operating lease commitments as at. December 31, 2018 and the lease liabilities

recognized as at January 1 2019.

Changes in Lease Acc'ounting. : In £°000

Operating lease commitments as at December 31 201 8 760
“Total undlscounted lease commitments’ 760

Low value leases not recognised as a liability (195)

Adjustments as a result of a different treatment of extensnon 367

and termination options ’

Discounted using the lessee’s- mcremental borrowing rate at | 224

initial application -

Lease llablllty recogmsed at January 1st 2019 1,156
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Notes (continued)
1 "Accounting policies (continued)

1.1 Measurement convention

~ - The financial statements are prepared on the hlstoncal cost basis. Non-current assets and dlsposal groups held for sale

are stated at the lower of previous carrymg amount and fair value 1ess costs to sell.

1.2 Going concern

Akzo Nobel N:V., the Company’s ultimate parent undertaking, has provided written notification that it shall continue
to provide financial and other support to the Company for a period of at least twelve months from the date of approval -
of these financial statements and thereafter for the foreseeable future to enable it to continue to trade. On this basis the
directors, havmg made appropriate enquiries, consider that the Company has adequate resources to continue in
operational existence for the foreseeable future, and it is therefore appropnate to adopt the gomg concern basis in
preparation of the financial statements. .

L3 F oreignl currency

- Transactions in foreign currencies are translated to the Company’s functional currencies at the foreign exchangé rate

ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the balance
sheet date are retranslated to the functional currency at the foreign exchange rate ruling at that date. Non-monetary
assets and liabilities that are measured in terms of historical cost in a foreign currency are translated using the exchange
rate at the date of the transaction. Non-monetary assets and liabilities denominated in foreign currencies that are stated
at fair value are retranslated to the functional currency at foreign exchange rates ruling at the dates the fair value was
determined. Foreign exchange differences arising on translation are recognised in the profit and loss account.

.z

14 . Classification of financial instruments issued by the Conpany

Following the adoption of IAS 32, financial instruments’ 1ssued by the Company ate t‘reated as cqulty only to the extent

" that they meet the following two conditions:

(a) they include no contractual obligations upon the eompariy to deliver cash or other financial assets or to
' exchange financial assets or financial liabilities with another party under conditions that are potentially-
unfavourable to the company; and ‘ ' : ‘

(b) . where the instrument will or may be settled:in the company’s own equity instruments, it is either a non-
derivative that includes no obligation to deliver a variable number of the company’s own equity instraiments
““or is a derivative that will be settled by the company’s exchangmg a fixed amount of cash or other financial

- assets for a fixed number of its own equlty mstruments

To the extent that this definition is not met, the proceeds of issue are cla531ﬁed as a financial liability. Where the
instrument so classified takes the legal form of the company’s own shares, the amounts presented in these financial
statements for called up share capital and share premium account exclude amounts in relation to those shares.
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Notes (continued)
1 Accounting policies'(continued).

L5 .Non-derivative financial instruments - ¢

Non-derivative financial instruments comprise investments in equlty and debt secuntles trade and other debtors, cash
and cash equivalents, loans and borrowings, and trade and other creditors.

T rade and other debtors

Trade and other debtors are recogmsed 1mt1ally at fair value. Subsequent to initial recogmtlon they are measured at
amomsed cost using the effectlve interest method, less any impairment losses.

T rade and other creditors ' S \

Trade and other creditors are recognised initially at fair value. Subsequent to initial recognition they are measured at
‘a.mortxsed cost using the effective: mterest method. . .

Cash and cash

Cash and cash equivalents comprise cash balances and call cleposits.
Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value less attributable transaction costs. Subsequent to initial
recognition, interest- beanng borrowings are stated at amortised cost using the effectlve interest method, less any
impairment losses. :

L6 Tangible fixed assets

_All tangible fixed assets are stated at historical cost less depreciation. Historical cost includes 'expenditure that is
directly attributable to the acquisition of the items. Cost may also include transfers from eqmty of any gams/losses on
quahfymg cash ﬂow hedges. of foreign currency purchases of tangrble fixed assets.

Subsequent costs are mcluded in the asset’s carrying amount or recogrused as a separate asset as appropriate, only -
when it is probable that future economic benefits associated with the item will flow to the company and the cost of the
item can be measured reliably. The carrying amount of the replaced.part is derecognised. All other repairs and
maintenance are charged to the income statement during the financial period in which they are incurred.

“Increases in the carrying amount arising on revaluation-of land and buildings are credited to other comprehensive
income and shown as revaluation reserve in shareholders’. funds. Decreases that offset previous increases of the same
asset are charged in other comprehensive income and debited against revaluation reserve; all other decreases are
_charged to the income statement. Each year the difference between depreciation based on the revalued carrying amount

- of .the asset charged to the income statement, and depreciation based on the asset’s original cost is transferred from

revaluation reserve to retained earnings. ’

Depreciation is charged to the proﬁt and loss account on a stra1ght -line basis over the estlmated useful hves of each
part of an item of tang1ble fixed assets. Land i Is not depreciated. The estimated useful lives are-as follows

e freehold land and buildings . 50 years
. plant and machinery K 10 years
e ﬁxtures and fittings ‘ 5 years

" Depreciation methods, useful lives and residual values are rev1ewed at each balance sheet date.
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Notes (continued)

1 Accounting policies (continued).
1.6 ©  Tangible fixed assets (continued) - : ,

An asset’s carrying.amount is written down 1mmed1ate1y to its recoverable amount 1f the asset s carrying amount is
greater than its estrmated recoverable amount. .

Gains and losses on dlsposals are determmed by comparmg the proceeds with the carrying amount and are recogmsed

-in the profit and loss account.

When revalued assets are sold, the amounts included in reva_luation reserve are transferred‘ to retained eamjngs.

1.7 Intangible assets, goodwill and negative goodwill
Goodwill - '

Goodwill is stated at cost less any accumulated impairment losses. Goodwill is allocated to cash-generating units. It

" is niot amortised but is tested annually for impairment.. This is not in accordance with The Large and Medium-sized

"Companies and Groups (Accounts and Reports) Regulations 2008 which requires that all goodwill be amortised. . The

directors consider that this would fail to give a true and fair view of the proﬁt for the year and that the economic

measure of performarce in any period is properly made by reference only to any impairment that may have arisen. It

is not practicable to quantify the effect on the financial statements of this departure.

- Company law requires goodwill to be written off over a finite period. Non-amortisation of goodwill, in accordance

with International Financial Reporting Standards, is a departure from the requirements of company law for the

. -overriding purpose of giving a true and fair view. If this departure from company law had not beén made, the profit:

for the financial year would have been reduced by amortisation of goodwill. However, the amount of amortisation
cannot reasonably be quantified other than by reference to an arbitrary assumed period for amortisation.

Research and development

Expenditure on research activities is recognised in the profit and loss-account as an expense as incurred.
! : :

L8 Inventories

Stocks are stated at the lower of cost and net realisable value. Cost is based on the first-in first-out principle and
includes expenditure-incurred in acquiring the stocks, production or conversion costs and .other costs in bringing them

. to their-existing location and condition. In the case of manufactured stocks and work in progress, cost includes.an
-appropriate share.of overheads based on normal operating capacity.

~
L9 Impairment excluding stocks and deferred tax assets -
Non ﬁmznczal assets,

The carrying amounts of the Company s non- ﬁnancral assets, other than stocks and deferred tax assets, 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. For goodwrll and intangible assets that have indefinite useful hves or that

"are not yet available for use, the recoverable amount is estimated each year at the same time.

.
—— e

— e e
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, Notes (contmued)
1 Accounting polrcles (contmued)
19 Impairment excluding stocks and deferred tax assets (continued)

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fau‘ value less costs
to sell. In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments 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”). The goodwill acquired in a business combination, for the
purpose of impairment testing, is allocated to cash-generating units, or (*CGU”). Subject to an operating segment
ceiling test, for the purposes of goodwill impairment testing, CGUs to which goodwill has been: allocated are
aggregated so that the level at which impairment is tested reflects the lowest level at which goodwill is monitored for
internal reporting purposes. Goodwill acquired in a business combmatlon is- allocated to groups of CGUs that are
_ expected to benefit from the synergies of the combination. :

" An impairment loss is recognised if the carrying amount of an asset or its CGU exceeds its estimated recoverable
amount. Impairment losses are recognised in profit or loss. Impairment losses recognised in respect of CGUs are

allocated first to reduce the carrying amount of any -goodwill allocated to the units, and then to reduce the carrying N

amounts of the-other assets in the unit (group of units) on a pro rata basis.

In respect of other assets, impairment losses recognised in prior periods are 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 used to-determine the recoverable amount. Ah 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
amortisation, if no impairment loss had been recognised. .

1.10 Employee benefits
Defined conlrzbutton plans

A deﬂned contribution plan is a post-employment -benefit plan under which the company pays fixed contrlbutrons into

‘a separate entity and will have no legal or constructive obligation. to pay further amounts. Obligations for contributions

to defined contribution pension plans are recognised as an expense in the profit and loss account in the periods during
~ which services are rendered by employees. . :

Defined benefit plans

Some of the Company s employees are members of group wide defined beneﬁt pensron plans As there is no
contractual agreement or stated group policy for charging the net defined benefit cost of the plan to participating
.entltres, the net defined benefit cost of the pension plan is recognised fully by the legally sponsoring employer, which
is Akzo Nobel UK Ltd. The contributions payable in respect of active members by the participating entities are
. determined following each triennial valuation conducted by a qualified 1ndependent actuary, and charged as a
percentage of salary costs. :

1.11 Provisions

A provision is recognised in the balance sheet when the Company has a present legal or constructive obligation as a
result of a past event, that can be reliably measured and it is probable that an outflow of economic benefits will be °
required to settle the obligation. Provisions are determined by drscountmg the expected future cash flows at a pre-tax
rate that reflects risks specific to the liability.
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Notes (continued)

S Accounting poﬁcies (continued)

L12 Turnover

Turnover represents the fair value of consideration received and receivable for goods and services supplied to
_ customers after deducting sales allowances, rebates and value added taxes. Revenue from the sale of goods is-
recognised -when the significant risks and rewards of ownership of the goods have been transferred to the customer,

the revenue can be measured reliably and collectability is reasonably assured.

113 Leases :

The company applied IFRS-16 using the modified retrospectrve approach and therefore the comparative information
for 2018 has not been restated and continues to be reported under IAS 17 and IFRIC 4. The detarls of accounting
polrcres under IAS 17 and IFRIC 4 are drsclosed separately. . ’

Pohcy apphcable from January 1, 2019

The company assesses whether a contract is, or contains, a lease at inception. A contract 1s or contains, a lease if the
contract conveys the right to control the use of an 1dentxﬁed asset fora penod of time in exchange for a consideration.

~ This policy is applred to contracts entered into, on or after January 1, 2019 ,

As a lessee

At commencement or on modification of a contract that contains a lease component, the company allocates the
consideration in the contract to each lease component on the basis of its relative stand-alone prices. However, for the
leases of cars the company has elected not to separate non-lease components and account for the lease and non-lease
components as a srngle lease component. ’

" The company recognizes a right-of-use asset and a lease liability at the lease commencement date. The nght of -use
asset is initially meadsured at the present value of the lease liability. The right-of-use -asset vahie contains lease
‘prepayments, lease incentives received, the initial direct costs and an estimate of restoration, removal and dismantling
costs.

The nght-of-use assets are subsequently depreciated using the straight-line method from the commencement date to
the end of the lease term or shorter economic life. In‘addition, the right-of-use assets are reduced by 1mpa1rment losses,
if any, and adjusted for certain remeasurements of the lease liability.

The net present value of the lease liability is measured at the discounted value of the lease payments. The habrlrty
includes payments to be made in optional periods if the lessee is reasonably certain to exercise an option to extend the
lease ‘or not to exercise an option to terminate the lease The lease payments comprise the followmg

« Fixed payments (including in substance fixed payments) less any lease mcentrves
. » Variable lease payments that depend on an index or a rate
» The exercise price of a purchase option if it is reasonably certain that the option will be exercrsed
» Payments of penalties for termmatmg the lease, if the lease term reflects the lessee exercising an option to termmate .
the lease; and : '
Amounts expected to be payable under resrdual value guarantees

These lease payments are discounted using the vmterest rate implicit in the lease if that rate can be readily determined.
If that rate cannot be readily determined, the incremental borrowing rate .is used. Incremental borrowing rates are
determined by obtaining interest rates from various external financing sources and make certain adjustments to reflect
the term of the lease and type of the asset leased.

At the lease commencement dates, itis assessed whether it is reasonably certain to exercise the extension options. The
company reassesses whether it is reasonably certain to exercise the options if there is a si gmﬁcant event or significant
change in circumstances within the company’s control.

At the commencement date it is assessed whether it is reasonably certam that:
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1 . Accounting policies (continuéd)

113 Leases (continued)

* ‘An option to extend is exercised; or
* An option to purchase is exercised; or
* An option to termiinate the lease is not exercised

In making these assessments, all relevant facts and circumstances that create an economic incentive for us to exercise,
or not to exercise, the option, including any expected changes in facts and circumstances from the commencement
date until the exercise date of the option-are considered.

Short-term leases and leases of low-value assets. The company elected not to recognize on the balance sheet right-of-
_use assets and lease liabilities for leases of low-value assets and short-term leases. The company recognizes the lease
payments. associated w1th these. leases as an expense on a straight-line basis over the lease term.

Policy applicable before J anuary 1, 2019

Lease contracts in which the company has substantially all the risks and rewards of ownership are classified as financial
leases. Upon initial recognition, the leased asset is measured at the lower of its fair value and the present value of
minimum lease payments. Subsequent to initial recognition, the asset is depreciated using a stralght -line method based
on the lower of the estimated useful life or the lease term.

The interest expenses are recognized as other financing expenses over the lease term. Payments made under operational
leases are recognized in the statement of income on a straight-line basis over the term of the lease.

L14 Interest

Interest receivable and Interest payable

.Interest payable and similar-charges include interest payable, finance charges on shares classified as liabilities. and
- finance leases recognised in-profit or loss using the effective interest method, unwinding of the discount on provisions,
and net foreign exchange losses that are’ recognised in the profit and loss account (see foreign currency accounting
policy). Borrowing costs that are directly attributable to the acquisition, construction or production of an asset that
"~ takes a substantial.time to be prepared for use, are capitalised as part of the cost of that asset. Other interest receivable
and similar income include interest receivable on funds invested- and net foreign exchange gains.

Interest income and interest payable is recognised in profit or loss as it accrues, using the effective interest method.
Dividend income is recognised in the profit and loss account on the date the entity’s nght to receive payments is
-established. Forelgn currency gains and losses are reported on a net basis. . :
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Notes (continued)
1 ' Accounting policies: (corttinu'ed)

L15 Current and. deferred tax

The tax expense for the period comprises current and deferred tax. Tax is recogmsed in the income statement, except
to the extent that it relates to items recognised in other comprehensive income or directly in shareholders’ funds. In -
this case, the tax is also recognised in other comprehensive income or directly in shareholders’ funds, respectively.

The current tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the balance sheet
date in the countries where the company operates and generates taxable income. Management periodically evaluates
positions taken in tax returns with respect to situations in which applicable tax regulation is subject to interpretation.
It establishes provisions where appropnate on the basis of amounts expected to be paid to the tax authorities. -

- Deferred tax is recogmsed on temporary differences arising between the tax bases of assets and habrlmes and their
carrying amounts in the financial statements. However, deferred tax liabilities are not recognised if they arise from the
initial recognition of goodwill; or afise from initial recognition of an asset or liability in.a transaction other than a
business combination that at the time of the transaction affects neither accounting nor taxable profit or loss. Deferred
tax is determined using tax rates (and laws) that have been enacted or substantively enacted by the balance sheet date
and are expected to apply when the related deferred tax asset is realised or the deferred income tax liability is settled.

Deferred tax assets, are recognised only to the extent that it is probable that future taxable profit will be available
against which the temporary differences can be utlllsed

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets agamst
current tax liabilities and when the deferred income taxes assets and liabilities relate to income taxes levied by the
same taxation authority on either the same taxable entity or different taxable entities where there is an intention to
settle the balances on a net basis. A deferred tax asset is recognised only to the extent that it is probable that future
taxable profits will be available against which the temporary difference can be utilised.

'2 - Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are based on historical experience and other factors, mcludmg
expectations of future events that are believed to be reasonable under the circumstances.

2.1 Critical accounting estimates and assumptions

The company makes estimates and assumptions concerning the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The estimates and assumptions that have a significant risk of causing
a material adJustment to the-carrying amounts of assets and 11ab111t1es w1th1n the next financial year are addressed
below. :

(a) Useful economic lives of tangible fixed assets

The annual depreciation charge for tangible fixed assets is sensitive to changes in the estrmated useful economic lives -
and residual values of the assets. The useful economic lives and residual values are re-assessed annually. They are
amended when necessary to reflect current estimates, based on technologrcal advancement future mvestments,
economic utilisation and the physical condition of the assets. . :

®) Inventory provisioning

The company is subject to changmg consumer demands. As a result it is necessary to consrder the recoverability of
the cost of inventory and the associated provisioning required. When calculating the inventory provision, management
considers the nature and condition of the inventory, as well as applying assumptwns around anticipated saleability of
finished goods and future usage of raw materials.
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Notes (continued)

2 Critical accountmg estlmates and judgements (contmued)
(c) Impatrment of debtors '

The company makes an estimate of the recoverable value of trade and other debtors. When assessing impairment of -
trade and other receivables, management consrders factors mcludmg the credit ratmg of the recelvable, the ageing
. profile of recelvables and historical experience. - . -

(d) Impatrment of non ﬁnancml assets

‘When assessing unpamnent of non-financial assets, management considers factors mcludmg the net asset value nature
of the entrty, hlstoncal experience (such as political environment) and future cash ﬂows

(e) Interest rate used in determining lease liability .

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be readily determined,
which is generally the case for leases in the company, the lessee’s incremental borrowing rate is used, being the rate
-~ that the individual lessee would have to pay to borrow the funds necessary to-obtain an asset of similar value to the
right-of-use asset in a similar economic environment with s1m11ar terms, security and condltrons To deterrnine the
incremental borrowing rate, the company: - ..
» Where possible, uses recent thrrd-party ﬁnancmg received by the individual lessee as a startmg point, adjusted
to reflect changes in financing conditions since third party financing was received;

* Uses a build-up approach that starts with a risk-free interest rate adjusted for

credit risk for leases held by the company, which does not have recent thrrd party

financing; and

*'Makes adjustments spec1ﬁc to the lease, e.g. term, currency and security.

The company used incremental borrowmg rates specific to each lease and the rates range between 0.71%-1.92%
_translating to an average rate of 1.52%. A 100-basis point increase/(decrease) in the rate would cause the lease’
liabilities to (reduce)/mcrease by £6, 500 and a correspondmg (decrease)/mcrease in the right- of -use assets by

the same amount. '

2.2 . ' Crifical acconn'ting judgenients :

There are no critical judgements in applying the entity’s accounting policies.

23



Notes (éontinued)

3 Turnover

‘By activity

Sale of powder coatir;gs
* Sale of wet paint

By geographical market

" United Kingdom and Eire
(Europe . ) :

4 ' Operating profit

Operating profit is stated after charging / (crediting):

" Depreciation of owned tangible fixed assets (note: 11)
Depreciation of right-of-use assets (note: 12)
Restructuring costs- -

Research and development expenditure

Exchange (gain)/loss

Inventory recognised as an expense

Auditors’ remuneration
- audit of these financial statements

Akzo Nobel Powder Coatings Limited
Annual Report and Financial Statements
Registered number 01725413

31 December 2019

2019 . 2018

£000 - £000
43,138 42,772

12,564 13241 .
55702 56013
2019 . 2018
£000 £000
48,367 49,044
7335 - 6,969
. 55,702 56,013
2019 2018
£000 - ~£000

’ 685 677
265 .
237 - 131
1,870 1,605

(124) 13

35000 . 35922
2019 - 2018
£000 £000
34 S

- Amounts receivable by the Company’s auditors 'in respect of -s_ervices'to the Company and its associates, other than
the audit of the Company’s financial statements, have not been disclosed as the. information is required instead to be
disclosed on a consolidated basis in the consolidated financial statements of the Company’s parent. '
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Notes (continued)

5 Remuneration of directors

- Directors emoluments

Number of “directors who were membera of the defined benefit scheme

6 Staff numbers and costs

Office and managernent

" Production and other

The aggregate payroll costs of these persons were as follows:

.. Wages and salaries
- Social security costs -

Redundancy costs
Other pension costs (note 20)

P .

B

7 Other intérest receivable and similar income

4

Receivable from group undertakings

- Akzo Nobel Powder Coatings Limited -

Annual Report and Financial Statements
~ Registered number 01725413

31 December 2019

2019 T 2018

£000 . - £000
315 - 386
3

4

" Emoluments attributable to the hlghest paid dlrector were £116,974 (2018: £1 19 ,983) and contributions made on their
behalf under the defined benefit scheme were £20 355 (201 8: £32 679) ' .

" The monthly average number of persons émployed by the Company (mcludmg directors), durmg the year, analysed
" by category, was as follows;

Number of employees .
2019 - 3018
64 88
.75 71
139 159
2019 © 2018
£000 . £000
5,462 T 5935
610 646
237 131
1,442 . 1,469
7,751 8,181 .
2019 ! 2018
- £000 - . £000
144 , 85
144 "85
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8  Interest payable and 'simiiar expehsés 4
' ' 2019 2018

£000 . - £000
Lease liability , ‘ ’ : 19 - -
Payable to group undertakings - ' ’ . o 792 792
811 792 .
9 - Tax on proﬁt '
) bRecogmsed in the Statement of Comprehensive Income
2019 . . 2018 .
£000 £000 . £000 - £000
UK corporation tax . ' : .
Current tax on income for the year - o an . . 1,306
Adjustments in respect of prior periods o A (612) ) -
Total current tax T (e89) T 1,306
Deferred tax (note 18) : : . : .
Originating and reversal of temporary differences - (115 ¢ ] 192
Adjustment in respect of prior periods . ) - o : -
" Total deferred tax - . : o 15) , 192
Tax (credit)/charge : _— o ‘ ' 804) . 1,498
Reconciliation of effective tax rate L .
: : 2019 : 2018
£000 i £000
Profit before taxation - : I o 3,081 6,135
Tax using the UK corporatlon tax rate of 19% (201 8: 19%) ) A - . 58 1,166 -
~Non-deductible expenses . : . . 22 13
Utilisation of brought forward tax losses . ) . C. -~ 305
- Change in tax rate on deferred tax balances ) ) o - 13 14
UK transfer pricing adjustment - . ‘ ) 812) . -
- Ad_] ustments ‘in respect of prior periods . \ . ' (612) . t-
Total Tax (credit)/charge S ' ‘ (804) " 1,498

" Factors that may affect future current and total tax charges

In the Summer 2015 Budgét Statement the UK corporation tax rate was reduced from 20% to 19%, effective 1 April

.2017, with a further reduction to 18% effective -1 April 2020, and in the March 2016 Budget Statement it was

announced this rate would reduce from 18% to 17% effective 1 April 2020. All of these changes had been substantively
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-9  Tax on profit (continued)

" enacted at the balance sheet date. In the March 2020 Budget Statement, thé rate was held at 19% and substantxvely
enacted at this time. :

As a result of the changes that had been substantively enacted at balance sheet date, the effective current tax rate
* applicable for both 2018 and 2019 was 19% and the rate applied to deferred tax balances is 17% - bemg the -
substantively enacted tax rate when these balances are expected to be utilised.

10  Intangible assets
o Goodwill
£000
Balance at 1% January 2019 T A S 93
Balance at 31 December 2019 : o A : 9,382

Goodwill is momtored by the management at the operatlng segment level which is the network of stores identified as
a Smgle cash generatmg unit. Goodwill is not allocated to individual stores.

11. . Tangible assets S . ‘L A . '
’ Freehold - - Plant Fixtures

land and - and and
buildings  machinery fittings ©~  Total
£000 . £000 £000 £000
Cost g . ' ' ) . K .
At beginning of year ' o - 1,849 - - 8,526 2,871 13,246
Additions : B : . o - 164 - 6 170 -
Transfers in/(out) ‘ o - 352 (352) -
Atend of year . . _ 1,849 9,042 2,525 . 13416
Accumulated depreciation ) : ) C -
At beginning of year - ' ‘ ‘ 1,693 6,348 2,045 10,086
Charge for year : . ' . 9 © 482 194 685.:
Atend of year S . 1,702 " 6,830 2239 10,771
: Nét book valué i S ‘ ' o
At 31 December 2019 - - L - 147 0 2,212 286 2,645
At 31 December 2018 : i : ’ 156 2,178 © . ‘ 826 - 3,160
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Notes (continued) ’

12 Right-of-use assets

Cost’ :

At beginning of year

Adjustment on Transmon to IFRS 16
-Additions

At end of year .

Accumulated depreciation
At beginning of year
. Charge for year

At end of year:

Net book value
At 31 December 2019

AAt 31 December 2018
13 Stocks_ o

Raw materials and cor;sﬁmables
Finished goods and goods for resale

14 ° Debtors

- Trade debtors
Amounts owed by group undertakmgs :
Other debtors
Prepayments and accrued income
Corporation tax
Deferred tax (see note 18)

v

‘Amounts owed to group undertakings are répayable on demand.

Akzo Nobel Powder Coatings Llrmted
Annual Report and Financial Statements
- Registered number 01725413

31 December 2019

Plant and Fixtures and Total

Freehold
Land and - Machinery fittings
‘Buildings ' : . )
£000 - £000 £000 £000
- 1,076 59 21 -~ 1,156
97 - - -9
SRU: I 59 21 1,253
228 18 19 265
228 BT . 19 265
945 a 2 988
2019 - 2018 -
£000 - £000
908 722
4,479 3,735
5387 . . 4457
2009 - . 2018
£000 £000
8,925 9,015
22,801 © 20,857
514 443 .
38 57
26200 2,505
34,898 32,877
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Notes (continued)

14 Debtors (continued) :

) The Company participates ina cash pooling arrangement withcertain other group, compames This arrangement allows
the Company to draw upon or credit amounts to a separately designated facility within a cash pool account in the name’

" of Akzo Nobel N.V. The Company operates the facility as if it were the Company's own bank account, however, the
Company has no legal title. -Accordingly, the amounts have therefore been included within amounts owed to group
tindertakings rather than cash at bank. : - . .

All parties to the arrangement are _,omtly and severally liable to the bank- for any overdraft thereon.. Included w1thm
amounts owed by group undertakmgs 15 £21,206,000 (201 8: £1 9,799,000) in respect of the?Company s share of the
account.

15 . Creditors: Amounts falling due within one year

2009 2018

£000 : £000
Trade creditors ) ] . o . ' o 5114 . 4,889
Amounts owed to group undertakings - ’ . 3,238 . 4,561
Taxation and social security ‘ I , . ’ 1,028 . 881
Corporation tax . . o _— . 234 923
Other creditors and accruals o _ . ' : 1,043 : 832

. Lease liability L L S 297 -
- 10,954 12,086

Amounts due to group undertakings are unsecured, interest free, have no fixed date of repayment and are payable on demand. ’

16 Creditors: Amounts falling due after more than one yea‘r

2019 o 2018

£000 - £000
Lease liability ' ‘ o ' a Y 1) | : -
* Amounts owed to group undertakmgs ’ o o . 40,434 40,434
41,105 40,434
Lease liabilitjes are payable as follows: ‘ )
- Within 1 year . - - ‘ L " 297 -
"Between two and five years A ’ ’ - 671 -

'Amounts owed to group undertakinge included an intercempany loan ot £40,000,000 (2018: ¥40,000,000) plus unpaid interest of
£434,000 (2018: £434,000). Interest is charged at arate 'of 0.93% plus a margin of 1.04%. The loan matures on 15 June 2025.
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-Notes (continued)

17 Leases

i) _Amounts recognised in the balance sheet

The balance sheet shows the following amounts relating to leases:

Right-of-use-assets
Buildings'

Plant & Machinery
Fixtures & Fittings

Lease Liabilities
Current
Non-current

" 31 December 2019

297

£000

945

41
_2
988

671
968

1 January 2019
£000

1,076
59
21

1,156

© . 18%

968

1,156

(i) * Amounts recognised in the statement of profit or loss

N

Akzo Nobel Powder Coatings Limited.
Annual Report and Financial Statements
Registered number 01725413

: 31 December 2019

Additions to the right-of-use assets during the 2019 financial year were £97,000."

The statement of profit or loss shows the following amounts relating to leases:

Depreciation charge of right-of-use-assets

Buildings
Plant & Machinery
Fixtures & Fittings

Interest expense (note 7)

The total cash outflow for le#ses in 2019 was £304,000

" Less than llyear

N

Within second to fifth year inclusive

Exceeding the fifth year

]

‘ The company has non-cancellable operating lease rentals payable as follows: -

2019

£000

(228)
(18)

-+ (19)

(265)
19
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Notes (continued)

18 Deferred tax asset and liabilities i

 Recognised deferred tax assets and liabilities

. Deferred tax assets and liabilities are attributable to-the following:

-

Avssets A Assets
2019 2018

£000 £000

Tangible assets : o ' 1,634 © 1,501

" Intangible assets - . - 17 . - 35
Tax losses recognised for deferred tax o o ' 969 969
Tax assets ' . E ‘ 2,620 2,505
Net of tax liabilities : ' . . - -

- Net tax assets’ ) B 2,620 2,505

3
Mdvemént in deferred tax during the year
Recognised

in statement of
lJanuary comprehenswe 31 December

2019 income <. 2019
£000 °  £000 - . £000
_ Tangible fixed assets S 1,501 133 ' 1,634
Intangible assets : 5. - (18 17
Recogmtlon of previously unrecognised tax losses . 969 - 969
2,505 s 2,620

The company has a'deferred'tax asset of £969,0(_)O, in re'spect of the brought forward losses of £5,70 1‘,052.' .

The deferred tax asset has been recogmsed as there is sufficient certainty that future probable taxable profits will be .
avaxlable against which the deferred tax asset can be utilised. :
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- Akzo Nobél (CPS) Pension Scheme
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Notes (continueé‘)

19 Called up Share Capital _ L , " IR

2019 2018
£000 £000
‘Allotted, called up and fully paid: : o
20,002,000 (2018 :20,002,000) Ordmary shares of £1 each . v 20,002 " 20,002
Shares classifled in shareholders’ funds/(deficit) : . - 20,002 . 2_0,002

The holders of ordinary shares are entitled to receive dlvndends as declared ﬁom tlme to tlme and are entltled toone

vote per share at meetmgs of the Company.

20 Pension scheme

1

Akzo-Nobel UK Pension Schemes.

The Company operates both defined contnbutlon and multi-employer deﬁned benefit schemes for its employees.

The Company is a participant in a group wide defined benefit pension scheme. As the legally sponsoring erntity, the
financial statements of Akzo Nobel UK Ltd identify and disclose the information on the plan as prescribed by IAS19,
and these financial statemerits are available from the Company’s registered office at The. AkzoNobel Building,
Wexham Road, Slough, SL2 5DS or from Companies House. The contributions payable in respect of active members
by the participating entities are determined following each triennial valuation conducted by qualified independent
actuary, and charged as a percentage of salary costs. The charge recognised in respect of active members in 2019 was
£1 442 000 (2018: £1,469,000).

Akzo Nobel Benefit Builder Retirement Plan .

The Company operates a deﬁned contnbutlon pensxon plan The total cost relating to this plan in 2019 was £354, 891

 (2018: £365,000)
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Notes (continued)

S22 Ultlmate parent company and parent undertakmg of a larger group of whlch the Company is a
member

The Company is a wholly-owned subs1d1ary undertaking of Akzo Nobel Coatings (BLD) lelted a company
. registered in England. The directors consider that the ultimate controlling party and the only group in which the results

of the Company are consolidated is that headed by the ultimate parent company, Akzo Nobel N.V., which is an entity

incorporated in the Netherlands. Copies of the Akzo Nobel N.V. Annual Report and Accounts are available to the -
' publlc and may be obtained from Christian Neefestmat 2, Amsterdam.

22 Post balance sheet events

Since the outbreak of COVID-19 in the first quarter of 2020, global firiancial markets have experlenced and may
continue to experience significant volatility and there are significant consequences for the global economy from travel
and border restrictions, quarantines, supply chain disruptions, lower consumer demand and general market uncertainty.
The extent and duration of the impact of COVID-19 on the global economy and the sectors in which the Company and
its fellow group companies operate is uncertain at this time. .

As of the signing date of these ﬁnanc1al statements management was not aware of any material adverse effects on the
financial statements for the year ended December 31, 2019 as a result. of COVID-19. Management consider the
COVID-19 pandemic to be a non- ad_]ustmg post balance sheet event. Management will continue to monitor. the
situation and the impact on the Company .
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