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Directors’ report
.The directors present their directors” report and audited financial statements for the year ended 31 December 2008
Principal activities

The principal activities of the Company are research, manufacture and sale of paints and digital imaging techneology
The Company 15 als¢ an investment holding company

Business review

The Company was acquired by Akzo Nobel NV (“AkzoNobel”) on 2 January 2008 by way of court-sanctioned
scheme of arrangement under section 425 of the Companies Act 1985 On that date, the entire share capital of the
Company was acquired by Akzo Nobel NV for consideration of £8,092m and the Company de-listed from the
London Stock Exchange On 7 January 2008 the Company re-registered as Impenal Chemical Industries Limited

On 25 March 2008, the entire share capital of the Company was acquired by Akzo Nobel ICI Holdings as part of an
internal group re-organisation

Following the acquisition, discusston of future group strategy and achievement by way of key performance
indicators s not included in this document Reference should be made to the AkzoNobel Group accounts for
appropriate forward-looking statements concerning group activittes Copies of the Akzo Nobel NV Annual Report
and Accounts are available to the public and may be obtained from Velperweg 76, PO Box 9300, 6800 SB Arnhem,
The Netherlands

UK Paints Business

Overview

ICI Paints manufactures, distributes and sells directly a full range of interior and exterior decoration and protection
products for both the professional and do-it-yourself (“DIY™) markets within the UK The business operates under
the brands Dulux®, Dulux Trade®, Cuprmoi®, Polycell®, Hammerite®, Glidden®, Sikkens® and International®
The Company prides itself on product innovation and continues to invest and bring new products to market

Operational performance

2008 was a challenging year with declines in the overall market in both trade and retail The retall market was in
steady decline across the year, whilst the trade market really started to significantly dechine in the second half of the
year on the back of the worsening economic environment Overall, the total UK market 1n the year 15 estimated to
have declined by greater than 6% and sales have further been adversely impacted by de-stocking activities of
customers reflecting the focus on cash i the current economic environment

Part of this has been offset by some very successful innovations in both trade and retail, leaving overall sales down
by 2% Margins in the year have been under pressure due to high vanable cost inflation, partly impacted by the
weakening of sterling In order to offset the downside in the top-line, margin costs in the year were well controlled
but could not prevent a reduction n profits n the year

Product innovation

It was a very successful year in terms of introducing exciting new products to the market, with innovation and
sustamnability being hallmarks of the latest products The biggest success was with the award-winning Dulux®
PamtPod® easy roller system which enjoyed one of the most successful launches in the history of DIY 1n the UK It
surpassed forecasted sales targets within six months

The launch of the Dulux Ecosure® product for the trade sector also proved to be particularly successful Ecosure
reduces environmental impact without compromising performance and was used to coat the UK’s first carbon-
neutral house

Other major launches included Hammente® Metalmaster® — the first ever product which can paint both sides of
rathngs and intricate metal surfaces at once and Dulux® Trade Light & Space®, which uses Lumitec®, the latest in
paint technology to reflect substantially more hight back 1nto a room by reducing the amount of light the painted
surfaces absorb
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Directors’ report (continued)

*Other developments

The Dulux Trade Environmental Wash System® product was successfully introduced in the UK It helps decorators
and contractors to achieve best practice n their waste management by converting paint into nert sohid waste and the
clear water can then be recycled The Company has also started using so-called “teardrop” trailers for deliveries
Their aerodynamic design helps to save fuel and reduce CO2 emisstons on long haul runs In addition, the Company
had further awards success in this region, with the Polycell Polyfilla Stick® product — designed to provide a simple,
mess-free way to fill hairhine cracks and naul holes — winning the Gold Award for Best New Product in the DIY
category at the UK’s 2008 DIY Industry Awards

Other Company Activities
Restructuring

Following the acquisition by AkzoNobel, the Company entered into a rationalisation and synergy programime across
all areas of the Company These specifically related to reviews of the Company’s former headquarters at Manchester
Square, London, associated corporate functions and both ICI Paints and Imagedata A provision of £54m was
recorded in relation to the Company’s restructuring activities (see note 23)

In June 2008 the Company completed the sale of its leasehold interest in Manchester Square
ICI Imagedata

The Company operates a digital imaging business, ICI Imagedata, which was deemed to be non-core to the
AkzoNobel group and a divestment programme commenced in 2008 The business and assets of the division were
divested to two separate parties n Januvary 2010 with the Company recerving combined proceeds of £7m A
restructuring provision relating to staff costs of £5m was provided 1n 2008

Group Holdings

Following the acquisition by AkzoNobel NV the Company divested its Adhesives and Electronic Matenals
mvestments to a third party, Henkel GmbH, for consideration of €3 6 billion

As part of the group divestment the Company sold its directly owned subsidianes, ICI South Pacific Holdings
Limited and ICI Venezolana S A , divesting assets with a net book value of £25m and receiving proceeds of £95m
All other divestment activities were carrted out by indirectly owned subsidiaries

In addition to the Henkel divestment, the 1CI group throughout both 2008 and 2009 undertook the realigning of the
group structure into the AkzoNobel structure (see note 17) In the opiion of the directors, the value of investments
n subsidiary undertakings at 31 December 2008 1s not less than the amount at which they are stated in the balance
sheet

Change of Registered Office

On 30 June 2008 the Company changed 1its registered office address to 26" Floor, Portland House, Bressenden
Place, London, SW1E 5BG.

Research and development

The Company carries out research and development 1n support of existing activities, specific new product
development and the improvement of production processes

Results and dividends

The results for the year ended 31 December 2008 are set out on page 8 of the financial statements During the year
the Company paid a first interim dividend of £950m (2007 £59m) and a second interim dividend of £ml (2007
£60m) The directors do not recommend the payment of a final dividend (2007 £nil)
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Directors’ report (continued)
.Policy and practice on payment of creditors

The Company agrees terms and conditions for its business transactions with its suppliers Payment 1s then made n
accordance with these terms, subject to the terms and conditions being met by the supplier Payments can differ in
the markets in which the Company trades Trade creditors of the Company at 31 December 2008 were equivalent to
47 days (2007 55 days) purchases, based on the average daily amount invoiced by suppliers to the Company duning
the year

Directors and directors’ interests

The directors who held office during the year were as follows

Rt Hon Lord Butler of Brockwell Resigned 2 January 2008

Joseph Gorman Resigned 2 January 2008

Richard Haythomthwaite Resigned 2 January 2008

Adri Baan Resigned 2 January 2008

Baroness Noakes Resigned 2 January 2008

Juhe Shannon Appointed 2 January 2008

Derek Welch Appomted 2 January 2008

Ben Schoordyk Appomnted 2 January 2008, resigned 6 March 2009
John McAdam Resigned 25 March 2008

Alan Brown Resigned 25 March 2008

William McPherson Appointed 25 March 2008

Christopher Bolland Appointed 25 March 2008, resigned 3! December 2008
Michael Tydink Appointed 25 March 2008

QO H Director Limited Appointed 30 Apni 2008

David Hamill Resigned 31 December 2008

Rutger Helbing Appounted 31 December 2008

Richard Stuckes Appownted 31 December 2008

Bart Kaster Appouwnted 6 March 2009

Employees

The Company’s policy 1s 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 proviston
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 monutor the employment of Registered Disabled persons to determine its
position 1n relation to the current statutory requirements

Pension schemes

The Company operates both defined contribution and multi-employer defined benefit schemes for its employees (see
note 29)

Share based payments

In relation to the Company’s share options schemes, those under the senior staff scheme had an exercise price higher
than the amount receivable on exercise and therefore lapsed All outstanding options under the UK share option
scheme were exercised on 2 January 2008
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Directors’ report (continued)
‘UK Sharesave Scheme

The Company operated a sharesave scheme for the benefit of its employees These were deemed to be exercised at 2
January 2008, however the shares were 1ssued to the Company’s employees and then immediately purchased by the
Company’s immediate parent Akzo Nobel ICE Holdings at various dates throughout 2008 and 2009 This scheme
results i no financial hiability for the Company and therefore no additional hability 1s recorded in the Company’s
accounting records At 31 December 2008 there were 665,000 share options outstanding with the corresponding £1
ordinary shares 1ssued by July 2009 for £1 58 per share

Pohitical and charitable contributions

The Company made charitable donations of £53,000 in 2008 (2007 £88,000)
The Company made no donations for political purposes in 2008 (2007 £ml)
Auditors

Pursuant to Section 487 of the Companies Act 2006, the auditors will be deemed to be reappomnted and KPMG
Audit Plc will therefore continue n office

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 1s no relevant audit nformatton of which the Company’s auditors are unaware, and each director has
taken all the steps that they ought to have taken as a director to make themselves aware of any relevant audit
information and to establish that the Company’s auditors are aware of that information

Post balance sheet events
The following material transactions occurred post balance sheet date

In accordance with terms of the agreement with the trustees of the IC! Specialty Chemicals Pension Fund, in
February 2010 the Company increased the value of the Letter of Credit 1ssued previously in January 2008 from
£95 2m to £114 5m and divided the sum between 2 separate banks

By order of the Board

O.H. SEC

AUTHORI

26th Floor, Portland House
Bressenden Place

London

SWIE 5BG

O.H. Secretariat Limited

Secretary
30 March 2010
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Statement of directors’ responsibilities in respect of the Directors’ report and the
financial statements

The directors are responsible for preparing the Directors’ report and the financial statements in accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law they have
elected to prepare the financial statements in accordance with UK Accounting Standards and applicable law (UK
Generally Accepted Accounting Practice)

The financial statements are required by law to 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 these financial statements, the directors are required to
e select suitable accounting policies and then apply them consistently,
* make judgments and estimates that are reasonable and prudent,

e state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained n the financial statements, and

e prepare the financial statements on the going concern basis unless 1t 1S nappropriate to presume that the
Company will continue 1n business

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any
time the financial position of the Company and enable them to ensure that its financial statements comply with the
Compantes Act 1985 They have general responsibility for taking such steps as are reasonably open to them to
safeguard the assets of the Company and to prevent and detect fraud and other irregularities
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KPMG Audit Plc

8 Salisbury Square
London

EC4Y 8BB

United Kingdom

Independent auditors’ report to the members of Imperial Chemical Industries
Limited (formerly Imperial Chemical Industries plc)

We have audited the financial statements of Imperial Chenucal Industries Lirated for the year ended 31 December
2008 which comprnise the Profit and Loss Account, the Balance Sheet, the Reconciliation of Movements in
Shareholders® Funds and the related notes These financial statements have been prepared under the accounting
policies set out therein

This report 1s made solely to the company’s members, as a body, 1n accordance with section 235 of the Companies
Act 1985 Our audit work has been undertaken so that we mught state to the company’s members those matters we
are required to state to them in an auditor’s report and for no other purpose To the fullest extent permtted by law,
we do not accept or assume responsibility to anyone other than the company and the company’s members as a body,
for our audit work, for this report, or for the opiions we have formed

Respective responsibilities of directors and audttors

The directors’ responsibilities for preparing the financial statements n accordance with applicable law and UK
Accounting Standards (UK Generally Accepted Accounting Practice) are set out in the Statement of Directors’
Responsibilities on page 5

Qur responsibility 15 to audit the financial statements 1n accordance with relevant legal and regulatory requirements
and Internauonal Standards on Auditimg (UK and Ireland)

We report to you our opuion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with the Companies Act 1985 We also report to you whether 1n our opimion the information
given 1n the Directors’ Report 1s consistent with the financial statements

In addition we report to you if, 1n our opimon, the company has not kept proper accounting records, 1f we have not
recerved all the information and explanations we require for our audit, or if information specified by law regarding
directors’ remuneration and other transactions 1s not disclosed

We read the Directors’ Report and consider the implications for our report if we become aware of any apparent
nusstaternents within it

Basis of audit opimon

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued by the
Auditing Practices Board An audit includes exarmunation, on a test basis, of evidence relevant to the amounts and
disclosures 1n the financial statements It also includes an assessment of the significant estimates and judgments
made by the directors in the preparanion of the financial statements, and of whether the accounting policies are
appropnate to the company’s circumstances, consistently applied and adequately disclosed

We planned and performed our audit so as to cbtain all the information and explanattons which we considered
necessary 1n order to provide us with sufficient evidence to give reasonable assurance that the financial statements
are free from material musstatement, whether caused by fraud or other uregulanity or error In formung our opimon
we also evaluated the overall adequacy of the presentation of information 1n the financial statements




Independent auditors’ report to the members of Imperial Chemical Industries

" Limited (formerly Imperial Chemical Industries plc) (continued)

Opinion

In our opimion

o the financial statements give a true and farr view, 1n accordance with UK Generally Accepted Accounting
Practice, of the state of the Company’s affairs as at 31 December 2008 and of 1ts loss for the year then
ended,

» the financial statements have been properly prepared in accordance with the Companies Act 1985, and

s the informatien given 1n the Directors’ Report 1s consistent with the financial statements

Kt Ay Mo

KPMG Audit Ple 30 March 2010

Chartered Accountants
Registered Auditor
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. Profit and Loss Account
Jor the year ended 31 December 2008

Note 2008 2007
£m fm
Turnover
Continuing operations 2 435 445 ‘
Cost of sales 4 (246) (231) ‘
Gross profit 4 189 214
Dustribution costs (81} (80) |
Research & Development costs 2n (22) i
Administrative expenses 13,23 (243) {397)
Other operating income 12 9 |
Operating loss 412,13 (144) (276)
Discontinued operations o (36) ()]
Operating loss (180) (283)
Profit on sale or closure of operations 5 - 57
Profit on disposal of investments 6 62 11
Other incomme 7 - 61
Loss on disposal of fixed assets 8 (23) -
Income from shares in group undertakings 9 7 59
Other interest recervable and simular income 10 613 715
Interest payable and similar charges 1 (673) (411)
Takeover related costs - (32)
(Loss)/profit on ordinary activities before (194) 177
taxation

Tax on (loss)/profit on ordimary activities 14 83 28
(Loss)/profit for the financial year (111 205

The Company had no recognised gains or losses other than the loss or profit for the year in either the current or preceding
accounting period
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Balance Sheet

at 31 December 2008
Note 2008 2007

£m fm fm £fm
Fixed assets
Tangible assets 16 S0 72
Investments i7 7,030 9,142

7,080 9,214
Current assets
Stocks 18 38 38
Debtors 1924 6,690 7,388
Cash at bank and 1n hand 4 10
6,732 7,436

Creditors. amounts falling due within one year 20 (10,015) (8.573)
Net current habihities (3,283) (1,137)
Total assets less current llablities 3,797 8,077
Loans 21 (28) (20)
Creditors amounts falling due after more than one year 22 - (3,289)
Provisions for habilhities 23 (196) (136)
Net assets 3,573 4,632
Capital and reserves
Calied up share capital 25 1,209 1,208
Share premium account 26 940 939
Profit and loss account 15, 26 1,424 2,485
Shareholders’ funds 3573 4,632

These financial statements were approved by the board of directors on 30 March 2010 and were signed on 1ts behalf

by
O.H W LIMITED
R © S, . — S —
AUTHORISED SIGNATORY

Q. H. Director Limited
Director
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Reconciliation of Movements in Shareholders® Funds
Jfor the year ended 31 December 2008

(Loss)/profit for the financial year
Equity dividends paid

Retamned (loss)/profit

New share capital subscribed (net of 1ssue costs)

Net (reduction in)/addition to shareholders’ funds
Opening shareholders’ funds

Closing shareholders’ funds

2008
£m
(111
(950)

(1,061)

(1,059)
4,632

3573

31 December 2008

2007

205
(175)

30

24

54
4,578

4,632

190
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Notes

(formung part of the financial statements)

1 Accounting policies

The following accounting policies have been applied consistently 1in dealing with items which are considered
mater:al 1n relation to the financial statements, except as noted below

Basis of preparation

The financial statements have been prepared in accordance with applicable accounting standards and under the
historical cost accounting rules

The Company 1s exempt by virtue of Section 228 of the Companies Act 1985 from the requirement to prepare group
financial statements These financial statements present information about the Company as an individual
undertaking and not about its group

Under Financial Reporting Standard | “Cash Flow Statements” the Company 15 exempt from the requirement to
prepare a cash flow statement on the grounds that a parent undertaking includes the Company in its own published
consolidated financial statements

As the Company 15 a wholly owned subsidiary of AkzoNobel NV, the Company has taken advantage of the
exemption contained in Financial Reporting Standard 8 “Related Party Disclosures” and has therefore not disclosed
transactions or balances with entities which form part of the group (or investees of the group quahfying as related
parties) The consolidated financial statements of AkzoNobel N V, within which this Company (s included, can be
obtamed from the address given in note 30

Full disclosure of the financial nisks facing the Company are incleded in the consolidated financial statements of
Akzo Nobel NV

Going Concern

Akzo Nobel N V, the Company’s ultumate parent undertaking, has provided notification that 1t shail 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 thereafler for the foreseeable future to enable 1t to continue to trade On this basis
the directors, having made appropnate enquiries, consider that the Company has adequate resources to continue n
operational existence for the foreseeable future, and 1t 1s therefore appropriate to adopt the going concern basis 1n
preparation of the financial statements

Investments

Investments in subsidiary undertakings, associates and joint ventures are stated at their cost to the Company less
provisions to reflect any diminution 1n value, which the directors consider to be of a permanent nature

Depreciation

The Company’s policy 1s to write off the book value of each tangible fixed asset excluding land to its residual value
evenly over 1ts estimated remaiming life Reviews are made annually of the estimated remaining lives of individual
productive assets, taking account of commercial and technological obsolescence as well as normal wear and tear
Under this policy, the lives approximate to 30 years for buildings, 13 years for plant and equipment and 4 to 5 years
for computer software Depreciation of assets qualifying for grants 1s calculated on their full cost No depreciation
has been provided on freeheld land Impairment reviews are performed where there 1s an indication of potential
impawment [f the carrying value of an asset exceeds the higher of the discounted estimated future cash flows and
net realisable value of the assets, the resulting impairment 15 charged to the profit and loss account

Foreign currencies

Transactions 1n foreign currencies are recorded using the rate of exchange ruling at the date of the transaction
Monetary assets and habilities denominated 1n foreign currencies are translated using the rate of exchange ruling at
the balance sheet date and the gains or losses on translation are included in the profit and loss account

Operating Leases

Operating lease rentals are charged to the prefit and loss account on a straight line basis over the period of the lease

11
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Notes (continued)

1 Accounting policies (continued)

Research and development expenditure

Expenditure on research and development 1s charged to profit in the year in which it is incurred
Intra-group financial instruments

Where the Company enters into financial guarantee contracts, for example to guarantee the indebtedness of other
companies within the group, the Company considers these to be insurance arrangements and accounts for them as
such In this respect the Company treats the guarantee contract as a contingent hability until such time as 1t becomes
possible that the Company will be required to make a payment under the contract

Post-retirement benefits

The Company participates tn group wide pension schemes providing benefits based on final pensionable pay The
assets of the scheme are held separately from those of the Company The Company 1s unable to 1dentify its share of
the underlying assets and liabihties of the scheme on a consistent and reasonable basis and therefore, as required by
Financial Reporting Standard 17 “Retirement benefits”, accounts for the scheme as 1f 1t were a defined contnbution
scheme As a result, the amount charged to the profit and loss account represents the contributions payable to the
scheme n respect of the accounting period (see note 29)

The Company also participates in a defined contribution penston scheme The assets of the scheme are held
separately from those of the Company 1n an independently administered scheme (see note 29)

Stocks

Fimished goods, raw materials and other stocks are stated at the lower of cost and net realisable value The first in,
first out or an average cost method of valuation 1s used In determining cost for stock valuation purposes,
depreciation 1s imncluded but selling expenses and certain overhead expenses are excluded

Taxatron

The charge for taxation 15 based on the loss for the year and takes into account taxation deferred because of timing
differences between the treatment of certain items for taxation and accounting purposes

Deferred tax 1s recogmised, without discounting, 1n respect of all timing differences between the treatment of certain
items for taxation and accounting purposes which have arisen but not reversed by the balance sheet date, except as
otherwise required by Financial Reporting Standard 19 “Deferred Tax”

Deferred tax assets are recognised on losses to the extent that future probable taxable profits will be available
aganst which the deferred tax asset can be utihised

Turnover

Turnover represents the fair value of consideration received and receivable for goeds and services supplied to
customers after deducting sales allowances, rebates and value added taxes Revenue from the sale of goods 1s
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 1s reasonably assured

Disposal provisions

The Company 1s exposed to certain habilities when businesses are divested and disposal provisions are created as
part of the gain or loss on disposal calculation Typical costs include pension habiliies, environmental costs
transaction costs and separation costs Prowvisions are only established when the Company has a present obhgation
(legal or constructive) as a result of a past event, 1t 1s probable that a transfer of economic benefits will be required
to settle the obhgation, and a rehiable esimate can be made of the amount of the obligation The Company reviews
its disposal provisions regularly to determine whether they accurately reflect the present obligations of the Company
based on the latest available facts

12
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-1 Accounting pohcies (confinued)

Connngent habilities

Contingent hiabilities are possible obligations that arise from past events and whose existence will be confirmed only
by the occuirence of one or more uncertain future events not wholly within the Company’s control or are present
obligations arising from past events that are not recognised as 1t 1s not probable a transfer of economic benefits will
occur or the amount cannot be measured with sufficient certamnty The Company reviews its obligations regularly

Dividends on shares presented within shareholders’ funds

Dividends unpaid at the balance sheet date are only recognised as a hability at that date to the extent that they are
appropniately authorised and are no longer at the discretion of the Company Unpaid dividends that do not meet

these criteria are disclosed in the notes to the financial statements

2 Analysis of turnover

The majority of the Company’s business operations are within one business segment, Decorative Paints and one

geographic segment, the UK Therefore, the profit and loss account reports the segmental information of the

Company

3 Notes to the profit and loss account

2008 2007
Loss on ordinary activities before taxation is stated after charging £m £m
Auditors’ remuneration audit of these financial statements (see below) - -
Operating lease rentals — office rental 2 4
The auditors’ fee for audit of these financial statements was £90,000 (2007 £74,000)
4 Analysis of continuing and discontinued operations
2008 2007
Con- Dis- Total Con- Dis- Total
tinuing continued tinuing continued
£m £m £m £fm £m fm
Turnover 435 - 435 445 - 445
Cost of sales (246) - (246) (231) - (231)
Gross profit 189 - 189 214 - 214
Dustribution costs (81) - (81 (80) - (80)
Research & development costs 2 - 2n (22) - (22)
Administrative expenses (sce (243) (36) 27 (397) (7) (404)
note /3, 23)
Other operating income 12 - 12 9 - 9
Operating loss (144) (36) (180) (276) )] (283)
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Notes (continued)

5 Profit on sale or closure of operations
2008 2007
£m £m
Quest disposal proceeds - 61
Dhsposal provision increase - 4)
- 57
6 Profit on disposal of investments
2008 2007
£m £m
Profit on disposal of group undertakings 62 11

During 2008 the Company disposed of its directly owned subsidiaries, ICI South Pacific Holdings Limited and ICl
Venezolana S A, divesting assets with a net book value of £25m and receiving proceeds of £95m The Company
also incurred £8m of expenditure 1n relation to the overall divestment of its Adhesives and Electronic Materials
business to a third party, Henkel GmbH

7 Other income

2008 2007
£m £m
Loan impatrment reversal - 61

8 Loss on disposal of fixed assets
2008 2007
£m £m
Loss on dispesal of fixed assets (23) -

During 2008, the Company sold the lease of its former Group headquarters in Manchester Square, London
Following the sale, £8m of assets were wrtten off Following the acquisiion by AkzoNobel, an IT SAP
implementation project was aborted, resulting in a charge of £15m

9 Income from shares in group undertakings
2008 2007
£m £m
Income from shares 1n group undertakings 7 59
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Notes (continued)

10 Other interest receivable and similar income
2008 2007
£m £m
Interest receivable from group undertakings 613 696
Other - 3
Net exchange gains - 16
613 715
11 Interest payable and similar charges
2008 2007
£m £m
Bank and other loans (7N 4)
Unwinding of discount - (2)
Interest payable to group undertakings {272) (405)
Net exchange losses {394) -
{673) 411
12 Remuneration of directors

The total emoluments of the directors who received remuneration 1n respect of service to the Company for the year
were £6,199,000 (2007 £4,991,000) including £3,816,000 of payments 1n respect of loss of office (2007 £mD
Contnbutions made to defined contribution plans during the year were £29,000 (2007 £28,000) Following the
acquisition by Akzo Nobel N V subsequent to the scheme of arrangement all stock options were deemed to have
been exercised in 2007 In 2007, 4 directors exercised options No directors exercised options 1n 2008

The aggregate emoluments of the highest paid director during the year were £2,661,000 (2007 £2,104,000) The
additional annual pension accrued during the year of the highest paid director was £27,000 (2007 £97,000) with an
accrued pension of £715,000 (2007 £688,000) Durning 2007 the highest paid director exercised share options

At year end there were no directors accruing retirement benefits under a defined benefit scheme (2007 1)
13 Staff numbers and costs

The average number of persons employed by the Company (including directors) during the year was 1,125 (2007
1,188)

The aggregate payroll costs of these persons were as follows

2008 2007

£m £m

Wages and salaries 69 76
Share based payments - 6
Social security costs 9 8
Pension costs (see note 29) 128 288
206 378

Additionally, during the year restructuring related severance costs of £54m (2007 £35m) were recorded in
administrative expenses
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Notes (continued)
14 Taxation

Analysis of charge i pertod

2008
£m

UK corporation tax
Current tax on mncome for the penod
Orher
Double taxation rehef 1
Non-UK tax m
Total current tax credit/(charge)
Deferred tax (see note 24)
Ongination/reversal of iming differences 36

Total deferred tax credut

Total tax credit

Factors affecting the tax credu for the current period

2008
£m

47

47

2007
£m

(n

32

31 December 2008

2007

8)

4)

The current tax credit for the period 1s different than the standard rate of corporation tax n the UK 28 5% (2007

30%) The differences are explained below

Current tax reconcihation
(Loss)/profit on ordinary activities before tax

Current tax at 28 5 % (2007 30 %)

Effects of

Income not taxable — profit on disposal of group undertakings
Income not taxable - dividend income

Income not taxable — profit on closure of operations

Income not taxable — loan impawrment reversal

Prior year adjustment

Pension spreading

Expenses not deductible for tax purposes — pension

Expenses not deductible for tax purposes — tahe over related costs
Expenses not deductible for tax purposes — mainly net provision movements
Expenses not deductible for tax purposes - capital in nature

Non UK Tax

Tax loss carried forward

Total current tax credit/(charge) (see above)

2008
£m

(194)

55

(6)
3
£}
(49)

47

2007
£m

177

(53)

3
12
18
18
68
(32)
(10)
(10)
(7

)

4

The UK tax rate was reduced from 30% to 28%, effective from 1 Apnil 2008 In accordance with Financial
Reporting Standard 19 “deferred tax”, the deferred tax asset has been calculated using a tax rate of 28%, the rate at

which the provision 1s expected to reverse

16




Notes (continued)

15 Dhwvidends

Impenal Chemical [ndustries Limited (formerly Impena) Chemical Industries pic)
Directors’ report and financial statements
31 December 2008

The aggregate amount of dividends comprises

Final dividends paid 1n respect of prior year but not recognised as habihities i that year
Intenm dividends paid in respect of year

Second mtenm dividends paid in respect of year

16 Tangible fixed assets

Cost

At beginming of year
Additions

Disposals & other movements
Transfer of assets into use

At end of year

Depreciation

At beginning of year

Charge for year

Disposals & other movements

Atend of year

Net book value
At 31 December 2008

At 31 December 2007

The net book value of land and buildings comprises

Freehold
Short leasehold

2008 2007
£m £m
- 56
950 59
- 60
950 175
Payments on
account
and assets
Land and Plantand in course of
buildings machinery construction Total
£m £m £m fm
30 214 251
- - 11 I
(15) (30} - {45)
- 4 (4 .
15 188 14 217
17 162 - 179
2 8 - 10
N (13) - (22)
12 155 - 167
3 33 14 50
13 52 7 72
2008 2007
£m £m
3 4
- 9
3 13




Notes (continued)

17 Fixed asset investments

Cost

At beginning of year
Additions

Disposals

Exchange adjustments
Transfers

At end of year

Provisions

At beginning of year
Provided in year
Disposals

At end of year

Net book value
At 31 December 2008

Al 31 December 2007

Impenal Chemical Industries Limited (formerly Impenal Chemecal Industries plc)
Directors’ report and financial statements

Shares Participating

Interests
£m £m
4211 2
{236) -
3,955 2
(142) {nH
30 -
(112) (1
3.843 1
4,069 i

—_—

Loans
£m

5,073

22
(1,798)

44
(154)

3,187

(n

8y
3,186

5,072

31 December 2008

Total

£fm

9,286
(2,054)

44
(154)

7,144

(144)

30

7,030

9,142

In the opumion of the directors, the value of investments n subsidiary undertakings 1s not less than the amount at

which they are stated in the balance sheet

Shares n directly held subsidiary undertakings which are listed investments have a balance sheet value of £4m
(2007 £4m) and a market value at 31 December 2008 of £112m (2007 £147m)

The Company’s investments n 1ts subsidiary undertakings consist of either equity or loans where repayment 1s not
currently intended, or both Other balances are included in either debtors or creditors as current or non current
depending on expiry date During the years loans valued at £154m have been transferred to amounts owed by
subsidiary undertakings due to changes n terms of loan agreements

The principal companies, in which the Company’s interest at 31 December 2008 1s more than 20%, are as follows
Country of Primeipal Activity Percentage and class of shares

Subsidiary companies

ICI Incdia Limited

Ergon Investments UK Limited
ICI Finance Limited
J P McDougall & Co Limited
National Starch & Chemzcal Limited
Mortar Investments International Limited
National  Starch
{Thailand) Limited
Ergon Investments International Limited

Elotex A G

ICI Canada Inc

[CI Omicren BV

Tintas Coral Ltda
ICI Pakistan Limited
Pakistan PTA Limited

tncarporation held
[ndia Paints  54% Equity**
England  Holding Company 100% Ordinary
England  Financial Services 100% Ordinary*
England Paints  100% Ordinary*
England Specialty Starch  100% Ordmary *
England  Holding Company 100% Ordinary *
Chemrcal Thailand Specialty Starch  100% Ordinary*
England  Helding Company 100% Ordinary *
Switzerland Powder Polymers 25% Ordnary*
Canada Pamnts 32% Common*
Netherlands  Helding Company 100% Ordinary *
Brazil Pants  100% Ordinary*
Pakistan Specialty Chemicals 76% Ordinary*
Pakistan Specialty Chemicals 75% Ordinary* **

* Held by subsichanes

** Listed investments



Impenal Chemical Industries Limited (formerly Imperial Chemmical industries plc)
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Notes (continued)
17 Fixed asset investments (continued)
Following the acquisiion by AkzoNobel NV the Company divested its Adhesives and Electronic Materials

business to a third party, Henkel GmbH, for consideration of €3 6 billion

The Company sold its directly owned subsidiaries, ICI South Pacific Holdings Limited and ICI Venezolana S A ,
divesting assets with a net book value of £25m and receiving proceeds of £95m

All other divestment activities were carried out by indirectly owned subsicharies

The Company transferred its 50% holding in ICI Funding Limited to its 100% owned subsidiary Ergon Investments
UK Limited for £200m consideration

During 2009 the Company continued to reorganise 1ts group undertakings within the AkzoNobel group

18 Stocks
2008 2007
£fm fm
Raw matenals and consumables 5 5
Work n progress 1 |
Finished goods and goods for resale 32 32
38 38
19 Debtors
2008 2007
£m fm
Amounts owed by group undertakings 6,587 7,324
Other debtors s 7
Deferred tax assets (see note 24) 83 47
Prepayments and accrued income 15 10
6,690 7,388

Debtors include deferred tax assets of £55m (2007 £3+4m) and amounts owed by group undertakings of £71m (2007
£mil) due after more than one year

The Company has also provided an asset-backed guarantee, via a wholly owned subsidiary, ICl Receivables
Funding Limited (the “SPV™) specifically incorporated to provide the guarantee, for £250m to support 1ts
commitments for the [Cl] Pension Fund (see note 29) The asset backed guarantee 1s secured by way of fixed and
floating charges over the trade debtors of certain group compames, which have been assigned to the SPV At 31
December 2008 £53m (2007 £47m) of the Company’s gross trade debtors were assigned to the SPV

19




Impenal Chemcal Industries Limited (formerly Imperial Chenucal Industries plc)
Directors’ report and financial statements
31 December 2008

Notes (continued)

20 Creditors: amounts falhing due within one year
2008 2007
£m £fm
Trade creditors 55 75
Amounts owed to group undertakings 9,918 8,352
Taxation and social secunty - 11
Other creditors 42 135
10,015 8,573

21 Loans

Unsecured loans at the end of the period consist of US Dollar vanable rate medium-term notes with a repayment
date of 2010, of £28m (2007 £20m)

22 Creditors: amounts falling due after more than one year
2008 2007
£m £m
Amounts owed to group undertakings - 3,287
Other creditors - 2
- 3,289

—e

The change in amounts owed to group undertakings 1s due to the underlying loan repayment date becoming current

23 Provisions for habilities
Disposal and Restructuring Other Total
legacy provisions provisions
provisions

£fm £m £fm £m

At beginning of year 54 11 71 136

Profit and loss account 16 54 37 107
Utilised during year (10 (36) (n (47

At end of year 60 29 107 196

Disposal and legacy provisions

Provisions relate to disposals, long term restdual activities and pension admimstration costs The nature of these
provisions 1s such that the related expenditure 1s expected to occur over the period from 2009 to at least 2030

Restructuring provisions

In 2008, following the acquisition of the Company by AkzoNobel NV the Company provided for a number of
synergy and rationalization cost savings projects within the Company, including the closure of the former ICI Group
Headquarters in London and 1s included 1n admimstrative expenses (see note 4)

Other Provisions

Other provisions include a fine of €91m plus accrued interest, imposed by the European Commission i 2006
relating to the Company’s ownership of the ICI Acrylics business, which has been provided for i full In the year an
additional £34m of expense was recorded relating to exchange movements and additional accrued interest

20
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Notes (continued)

24 Deferred tax

2008 2007
£m £m
Deferred tax habilities
UK fixed assets 3) 5
Deferred tax assets
Restructuning provisions/business provisions/other 15 19
Post-retirement benefits 2 33
Losses 49 -
83 47
Deferred tax assets accounted for at the balance sheet date
Analysed as
Current 28 13
Non-current 55 34
83 47

Deferred tax assets are recogmsed on losses to the extent that future probable taxable profits wtll be available
against which the deferred tax asset can be utilised During 2008 the Company incurred large restructuring costs of
£54m and recorded a foreign exchange loss of £394m Similar items were not recorded 1n 2009 nor are expected to
recur n future years Therefore, based upon future profit forecasts the Company has recognised a deferred tax asset

25 Called up share capital

2008 2007
£m £m
Authorsed
1,400,000,000 (2007 1,400,000,000) ordinary shares of £1 each 1,400 1,400
Allotted, called up and fully paid
1,208,662,447 (2007 1,20)7,735,385) ordinary shares of £1 each 1,209 1,208

All share capttal 1s classified as equity shareholders’ funds

During the year the Company 1ssued 1m ordinary shares of £1 for a consideration of £2m, settied 1n cash, n respect
of exercises under the UK Sharesave scheme
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Notes (continued)

26 Share premiam and reserves
Share Share capital Profit and Total
prefmuam loss account
account
£m £fm £fm £m
At beginming of year 939 1,208 2,485 4,632
Loss for the year - - (111) (111
Duvidends - - (950) (950)
Shares 1ssued ] - 2
At end of year 940 1,209 1,424 3,573

27 Contingent habilities

Contingent hiabilities existed at 31 December 2008 in connection with banking facilities and guarantees relating to
pension funds, including the solvency of pension funds (see note 29) Following the acquisition by Akzo Nobel N V
most guarantees have had an additional parent company guarantee from Akzo Nobel N V

In particular the Company has fully and unconditionally guaranteed the debt securities of a subsidiary undertaking
of the ultimate parent company ICI Wilmington Inc and 1s deemed as the primary guarantor ICI Wilmington Inc
also has an additional parent company guarantee from Akzo Nobel N V

The Company participates in a cash pooling arrangement with certan other group companies This arrangement
allows the Company to draw upon or credit amounts to a separately designated facility within a cash pool account 1n
the name of Akzo Nobel Coatings (BLD) Limited The Company operates the facility as f 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 by group companies rather than cash at bank

All parties to the arrangement are jointly and severally liable to the bank for any overdraft thereon At 31 December
2008 the overdraft was £3m (2007 £1m)

included within amounts owed by group undertakings 1s £1m (2007 £m:) in respect of the Company's share of the
account

28 Commitments

Capitat commitments at the end of the financal year for which no provision has been made, are as follows

2008 2007

£m £m

Contracted 3 4
Expenditure authonsed but not yet contracted 9 3
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Notes (continued)
29 Pension Schemes

The Company operates both defined contribution and multi-employer defined benefit schemes for its employees
ICI Pension Fund
The Company participates in the ICI Pension Fund ("the ICIPF") providing benefits based on final pensionable pay

The ICIPF 1s a multi-employer scheme m which the Company 1s unable to 1dentify 1ts share of the underlying assets
and habilities on a consistent and reasonable basis and, as permitted by FRS 17 “Retirement benefits”, the scheme
has been accounted for in these financial statements as 1if the scheme was a defined contribution scheme The
pension cost charge for the perniod represents contributions payable by the Company to the scheme

The [atest full actuaral valuation was carried out as at 31 March 2008 by a qualified independent actuary At this
valuation the market value of the scheme assets was sufficient to cover 85% of the benefits that had accrued to
members at that date

The contribution rate 15 generally reviewed every three vears following each full actuarial valuation of the scheme
The employer contribution rates which applied 1n 2008 were set following the 2005 valvation and were 22 8%
Following the 2008 valuation, the regular employer contribution rate increased to 34 1% and was effective from
May 2009

The total contribution made by the Company excluding annual top ups was £7m (2007 £9m)

The Company also made additional top up contributions of £172m dunng the year (2007 £274m) The portion of
the addtional contribution charged to the Company for 2008 was £117m (2007 £222m)

Following the 31 March 2008 valuation the Company has agreed to make top up contributions to the ICIPF totalling
£1,695m for the years 2009 to 2017

Following the acquisiion by Akzo Nobel NV the pension fund obligations of the Company to ICIPF are
guaranteed by Akzo Nobel N V

ICI Specialty Chemicals Pension Fund

The Company participates tn the ICI Specialty Chemicals Pension Fund ("the ISCPF") providing benefits based on
final pensionable pay

The ISCPF 1s a multi-employer scheme 1in which the Company is unable to 1dentify 1ts share of the underlying assets
and lhiabilities on a consistent and reasonable basis and, as permitted by FRS 17 “Retirement benefits”, the scheme
has been accounted for in these financial statements as if the scheme was a defined contribution scheme The
pension cost charge for the period represents contributions payable by the Company to the scheme

The latest full actuarial valuation was carried out as at 31 March 2008 by a qualified independent actuary At this
valuation the market value of the scheme assets was sufficient to cover 89% of the benefits that had accrued to
members at that date

The contribution rate 1s generally reviewed every three years following each full actuanal valuation of the scheme
The employer contribution rates which applied 1n 2008 were set following the 2005 valuation and were for the Main
Section of the Fund 17 6%, SERA members of the Fund 21 8% and Section A of the Fund 19 0% Following the
2008 valuation, the regular contribution increased for the Main Section of the Fund to 27 4%, SERA members of the
Fund 31 4% and Section A of the Fund 27 3% with effect from 1 July 2009, of pensionable pay, plus variable deficit
contributions

The total contribution made by the Company excluding annual top ups was £1m (2007 £1m)

In January 2008 the Company, signed an agreement providing ISCPF with a Letter of Credit for £952m This
replaced the previous requirement for the Company to make annual top up payments to ISPCF of £12 3m

In June 2009 the Company signed a funding recovery plan and has agreed to make top up contributions to the ISCPF
totalling £60m for the years 2009 to 2017

In accordance with terms of the agreement with the trustees of the ISCPF, n February 2010 the Company increased
the value of the Letter of Credit to £114 5m and divided the surn between 2 separate banks
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Notes (continued)

"29 Pension schemes (contnued)

ICI UK Retirement Plan

The Company 15 a member of the ICI UK Retirement Plan (“benefit builder”) defined contnibution scheme
providing benefits based on contributions made There were no outstanding or prepaid contributions at the beginning
or end of the financial year Payments to benefit bullder during 2008 were £2m (2007 £2m)

Unfunded Pension Schemes

The Company pays for a number of unfunded pension schemes At the end of 2008, 45 (2007 +5) former employees
were beneficiaries of these schemes

The total unfunded pension cost for the Company dunng 2008 was £0 7m (2007 £0 7m)
Post Retirement benefits other than pensions.

The Company prowvides, through a scheme operated by a healthcare insurer for the Company’s employees n the UK,
unfunded healthcare benefits for ehgible, retired employees from retirement date until age 65 During 2008, 436
(2007 521) reured employees were beneficiaries of the scheme The habilities n respect of these benefits are
accrued over the expected working lifetime of existing members

The total post retirement healthcare cost for the Company during 2008 was £0 6m (2007 £0 6m)

30 Ultimate parent company and parent undertaking of larger group of which the company is a
member

The Company 1s a wholly owned subsidiary company of Akzo Nobel ICI Heldings, a company ncorporated 1n
England and Wales

The only group in which the results of the Company are consohdated 1s that headed by the ultimate parent company,
Akzo Nobel N V | incorporated 1n the Netherlands

Copies of the Akzo Nobel N V Annual Report and Accounts are available to the public and may be obtained from
Velperweg 76, PO Box 9300, 6800 SB Arhem, The Netherlands
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