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Our Report 2015 is enriched with Layar, an app for smartphones. It brings paper to life and
gives you access to extra digital content.

Step 1 Download the free Layar app via the App Store or Android Market.

Step 2 Open the app and hold your smartphone above any page with the Layar icon.
Step 3 Touch “tap” to view.

Step 4 The application will open on your phone. Enjoy!
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AkzoNobel  Our Report 2015 is also available online (www.akzonobel.com/report) and as
an iPad app (http://bit.ly/ANApp). The digital versions include integrated videos,
II an interactive chart generator, data comparison feature, animated charts and
diagrams and search-as-you-type capabilities.
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AkzoNobel

AkzoNobel creates everyday essentials to make people’s lives more liveable and inspiring. As a leading global
paints and coatings company and a major producer of specialty chemicals, we supply essential ingredients,
essential protection and essential color to industries and consumers worldwide. Backed by a pioneering
heritage, our innovative products and sustainable technologies are designed to meet the growing demands
of our fast-changing planet, while making life easier. Headquartered in Amsterdam, the Netherlands, we

have approximately 45,000 people in around 80 countries, while our portfolio includes well-known brands
such as Dulux, Sikkens, International, Interpon and Eka. Consistently ranked as a leader in sustainability, we
are dedicated to energizing cities and communities while creating a protected, colorful world where life is
improved by what we do.
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Asia Pacific

217 %

Our businesses

Decorative Paints

Whether our customers are professional
decorators or keen DIY-ers, they want great
paint that gives a great finish. We supply a
large variety of quality products for every
situation and surface, including paints,
lacquers and varnishes. We also offer a
range of mixing machines, color concepts
and training courses for the building and
renovation industry, while our specialty
coatings for metal, wood and other critical
building materials lead the market.

Main business operations:

e Decorative Paints Europe,
Middle East and Africa

e Decorative Paints Asia

e Decorative Paints Latin America

Brands include Coral, Dulux, Flexa,
Hammerite, Sadolin and Sikkens.

Some of our customers: thousands of paint
distributors around the world and large retail
outlets such as B&Q, Leroy Merlin and OBI.

Performance Coatings

We’'re a leading supplier of performance
coatings with strong product technologies
and brands. Our high quality products

are used by customers across the world

to protect and enhance everything from
ships, cars, aircraft, yachts and architectural
components (structural steel, building
products, flooring) to consumer goods
(mobile devices, appliances, beverage cans,
furniture) and oil and gas facilities.

Main business operations:

e Automotive and Specialty Coatings
¢ Marine and Protective Coatings

e |ndustrial and Powder Coatings

Brands include Awlgrip, International,
Interpon and Sikkens.

Some of our customers: Airbus, Boeing,
Bosch, Dell, IKEA, Philips, Samsung, Shell,
Toyota and Whirlpool.

Specialty Chemicals

As a major producer of specialty chemicals
with leadership positions in many markets,
we make sure that industries worldwide are
supplied with high quality ingredients and
process aids for the manufacture of

life’s essentials.

Main business operations:

* Functional Chemicals (including Ethylene
and Sulfur Derivatives and Polymer
Chemistry)

¢ |ndustrial Chemicals

e Pulp and Performance Chemicals

e Surface Chemistry

Brands include AkzoNobel, Bindzil, Biostyle,
Dissolvine, Ecosel, Eka, Expancel, Jozo and
Kromasil.

Some of our customers: BASF, Bayer, Dow,
GE, Huntsman, Momentive, Monsanto, P&G,
Shin-Etsu, Stora Enso and Unilever.

Decorative Paints 2015 revenue breakdown by
end-user segment in %

Performance Coatings 2015 revenue breakdown
by end-user segment in %

&

Specialty Chemicals 2015 revenue breakdown
by end-user segment in %

%

A Buildings and Infrastructure 100 A Buildings and Infrastructure 24 A Buildings and Infrastructure 19
B Transportation B Transportation 40 B Transportation 6
C Consumer Goods C Consumer Goods 22 C Consumer Goods 28
D Industrial D Industrial 14 D Industrial 47
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How AkzoNobel performed in 2015

Financial targets

9.0%

Return on sales (ROS)
Achieve return on sales
(operating income/revenue)
of 9.0 percent by 2015

Financial
porogress 2015

14.0% <2.0

Return on investment (ROI) Net debt/EBITDA
Achieve return on investment Maintain net debt/EBITDA
(operating income/average lower than 2.0 by 2015
invested capital) of 14.0 percent

by 2015

10.6%'

4 How AkzoNobel performed in 2015 | AkzoNobel Report 2015
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Sustainability targets

Planet
Possible”

20%

Eco-premium solutions
Increase revenue from
downstream eco-premium
solutions to 20 percent of
revenue by 2020

Sustainability
orogress 2015

20-30%

Carbon emissions Resource Efficiency Index
Reduce our carbon emissions Monitor gross margin divided by
across the value chain by carbon emissions across the

25 to 30 percent per ton value chain, as an indicator for
by 2020 (2012 base) resource efficiency

19%

3% 113

AkzoNobel Report 2015 | How AkzoNobel performed in 2015
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How AkzoNobel created value in 2015

By bringing more value to our customers,
investors, employees and society in general,
we can better position ourselves for

growth and achieve our strategic vision

of leading market positions delivering
leading performance.

We are actively working to reduce our
carbon footprint across the value chain
— to improve our resource efficiency and
reduce our environmental footprint — as
well as creating social value by developing
our employees and being active in the
communities where we operate. And by
continuing to innovate in order to supply
more sustainable products and solutions
for our customers, we create economic,
environmental and social value.

All these initiatives contribute to our financial

performance and ultimately lead to more
economic value for our investors.

6 How AkzoNobel created value in 2015

Economic value:

€7.0 billion

group equity

€2.6 Dbillion

borrowings

€347 million

research and development expenses

nput

€14.9 billion €651 million

revenue capital expenditures

€1,573 million €9.8 billion

operating income invested capital at year-end

€1,136 million

cash flow from operations

We invested in 2015 to keep our facilities
in good shape, as well as expanding our
manufacturing capability.

Environmental value: Input

38%

renewable energy

95,000 TJ

energy use

9.7 million tons

upstream CO,(e) emissions

11%

renewable raw materials as %
of organic materials

€0.7 billion

energy spend

45,600

employees at year-end 2015

16,400

number of volunteers for Community
Program projects (cumulative since 2005)

AkzoNobel Report 2015

Employee and supervised contractors
total reportable rate of injuries
Target: <2.0 (2015)

2012 2013 2014 2015

1.6

total reportable rate of injuries



Revenue breakdown by Business Area

in %

Revenue breakdown by end-user segment
in %

{ED

A Decorative Paints 27 A Buildings and Infrastructure 43
B Performance Coatings 40 B Transportation 17
C Specialty Chemicals 33 C Consumer Goods 18

D Industrial 22

Organization

3.8 million tons

CO,(e) emissions own operations

23%

reduction in operational eco-efficiency
footprint (since 2009)

19%

female executives

16%

high growth markets executives

155 kilotons

total waste own operations

Qutcomes

€2.7 billion

employee benefits

Outcomes

710.6% ROS
“715.0% ROI
L 0.6 =&
=19%

of revenue from eco-premium solutions with
customer benefits

€261 million

income tax paid

€281 million

dividend paid

RD&l investments have resulted in
19 percent of revenue derived
from eco-premium solutions with
customer benefits.

Outcomes

L 3%

decrease CO,(e) per ton of sales from 2012
cradle-to-grave carbon footprint

7113 RE

in Resource Efficiency Index

mllllon
24.6 ONS

CO,(e) emissions cradle-to-grave
11.4 million
tons

downstream CO,(e) emissions

4.03

employee engagement score

2,385

Community Program projects
(cumulative since 2005)

AkzoNobel Report 2015 | How AkzoNobel created value in 2015
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CONTINUED TO BE
SUCCESSFUL DOING
WHAT WE DO BEST’

Sean and explore



CEO statement

As | look back on 2015, | take great pride in the fact we

continued to be successful doing what we do best — creating

everyday essentials to make people’s lives more liveable

and inspiring. This is the purpose that drives us. It sparks
our creativity, gives us energy, enables us to deliver for our
customers and, ultimately, generates value for our business.
We’re using our key strengths — essential ingredients,
essential protection and essential color — to help build a solid
foundation for the next phase of the company’s strategy.

Although conditions were challenging during the year

— with many markets and regions experiencing varying
degrees of volatility and uncertainty — we made significant
progress towards our vision of leading market positions
delivering leading performance. We are now a stronger,
leaner, more agile company. We have new operating
models in place; we've refined our portfolio; our factory
footprint has been optimized; a continuous improvement
culture is being initiated and there’s continued focus on
operational excellence. In addition, our ability to successfully
commercialize innovation remains strong, we continue to
lead the way in terms of sustainability and our Human Cities
initiative has evolved and continues to grow and thrive.

All of this contributed to our performance, which saw
us successfully achieve our 2015 financial targets.
We continued our strong track record of performance

“WE'RE STRONGER
AND MORE AGILE’

improvement, with higher return on sales and return on
investment. The increase in the dividend is also a clear sign
we are more confident about our cash flow generation.

We now plan to accelerate our efforts to fully accomplish
our vision, which remains critical to the next phase of our
strategy. We aim to build on the foundations we have
created and grow in line with, or faster than, our market

segments. New financial guidance for 2016-2018 has also
been communicated (see the Strategic performance section).

We have been relatively cautious with regard to acquisitions
in recent years, choosing to concentrate on performance
improvement through operational excellence. However, we
are now at a stage where we will focus on organic growth
and innovation and, where applicable, will consider value-
generating bolt-on acquisitions, in line with our focus on
market leading and profitable positions.

On an organizational level, we made further improvements.
Support functions such as Human Resources, Information
Management, Finance and non-product related Procurement
have been simplified and operate under a Global Business
Services model (as of January 1, 2016), which will continue
to develop over time. We’re also enhancing our Integrated
Supply Chain activities through the AkzoNobel Leading
Performance System (ALPS), a continuous improvement
program designed to further build operational excellence.

Our innovation also continued to prosper, especially our digital
tools. For example, our Visualizer app has been downloaded
over eight million times to date. Launched in 2014, the
pioneering decorating app won several major awards in 2015
and its functionality is being regularly updated. In addition, our
International brand launched Intertrac Vision, the shipping
industry’s first consultancy tool to provide accurate and
transparent predictions on the fuel and CO, savings potential
of fouling control coatings, prior to application.

We also made progress on our strategic sustainability targets.
As well as maintaining our revenue from eco-premium
solutions, we reduced our CO, footprint (across the value
chain) and improved our Resource Efficiency Index. A major
highlight was being ranked top of our industry group in the
Dow Jones Sustainability Index for the fourth year running.
This sustained performance provides reinforcement for

our belief that sustainability is fundamental to our business
strategy. It also shows the value of our Planet Possible
approach to resource efficiency. A key development was the

agreement to buy sustainably generated steam from Dutch
energy provider Eneco at our Delfzijl site. It will help reduce
our CO, emissions by over 100,000 tons a year.

After launching in 2014, our global Human Cities initiative
continued to progress. Designed to help cities adapt to
rapid urbanization, we’re using our key strengths — essential
ingredients, essential protection and essential color — to
energize, inspire and sustain communities for generations
to come. During 2015, we launched the first project linked
to our partnership with The Rockefeller Foundation’s

100 Resilient Cities program. It involved restoring and
safeguarding the heritage of one of Singapore’s most
historically significant buildings. Meanwhile in Brazil, we’ve
added a sense of identity and helped to revitalize a favela
community in Santa Marta, Rio de Janeiro, as well as training
local people to become painters.

All our achievements were made possible by our employees.
| thank all of you for your passion and hard work. So it was
pleasing to see our ViewPoint survey results, which showed
engagement levels have risen every year since we started the
survey in 2010. Allied to this, our safety performance further
improved. Our aim continues to be zero incidents.

We expect the volatility experienced in 2015 to continue
during 2016, so we anticipate limited support from our
markets. Having built a foundation for the future, we will
continue to drive operational performance and are confident
the next phase of our strategy will enable us to make
further progress towards our vision, while creating everyday
essentials to make people’s lives more liveable and inspiring.

Ton Bichner
CEO and Chairman of the Board of Management and
Executive Committee

AkzoNobel Report 2015 | CEO statement
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Essential ingredients

, We are the essential ingredient in everything from mobile
devices and varnishes to paper and plastics. You'll often
VV E ‘ % E A L L find we have a positive impact on various aspects of your
daily life.
We’re all around you, even when you least expect it.
We’re in the food you eat, the roads you drive on
and your favorite personal care products. Essential
ingredients can’t always be seen, but ice cream,
shampoo, sun lotion and building products would be very
Y O l | !! N D different without us.
YOU'RE

OF IT

e k a Inter;ggggr%;ﬁ

EVERY COLORIIS

I
sikkens
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Essential protection

We care about you and what’s important to you. Whether

you're conserving and treasuring the past or building the

world of tomorrow, we’re always there to offer safety and

protection.

We protect the things you see, touch and rely on each

and every day. From buildings to boats, and from fridges

to bridges, our products provide strength and durability.

Essential protection comes in all shapes and sizes, from

the colorful coating on consumer goods to fire protection
Y O l | S E E coatings on a skyscraper.

)

EVERY DA

Duioe  Thioplast @

2% International.
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Essential color

We believe in a more colorful world full of energy and

inspiration. We have centuries of color expertise. It helps
to brighten up homes and communities and stops the
world from becoming dull and dreary.

Bringing color to people’s lives also helps to build a
stronger sense of community and makes cities more
vibrant. Essential color means we don’t have to live in a
joyless, black and white world lacking inspiration.

@@ Bermocoll

16 Qur purpose | AkzoNobel Report 2015
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When talking about sustainability, one statistic seems
to dominate. It’s the likelihood that by 2050, the world’s
population will reach nine billion. The question is, what
are we all doing to meet the challenges this will create”?

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

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

Sustainability in itself is nothing new to AkzoNobel. We've
been ranked top of the Dow Jones Sustainability Index in
our industry group for the last four years and have been
in the top three for a decade. More than anything, this
sustained top performance provides reinforcement for
our belief that sustainability should sit at the heart of our
business strategy.

Planet
Possible™

Our purpose

AkzoNobel Report 2015

aking the planet
e sustainable

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

We’'re also continuing to accelerate our development
of eco-premium products. Recent examples include
a range of solvent-free concrete flooring paints; highly
efficient and fully biodegradable micronutrients for
agro applications; and UV clearcoats that help vehicle
bodyshops to reduce their energy costs.

We believe that the only way to be successful in the
future is to care about the future. So for us, sustainability
is also about many other things, such as investing

in science to accelerate new ideas; investing in our
capabilities to ensure we deliver for our customers on
time, every time; and creating a sustainable business for
shareholders.

Ultimately, we believe that by opening up infinite
possibilities in a finite world, we can create a sustainable
planet capable of comfortably supporting the nine billion
people who will soon call it home.



Improving air quality

We're developing more products that improve the air quality both

inside and outside of buildings. Dulux Guardian, for example, can help
absorb interior air pollutants such as formaldehyde, while Sikkens Alpha
Aeroxane can neutralize smog-inducing nitrous oxides.

=

58

DOING MORE
WITH LESS

Community RePaint

We've launched a remanufacturing project with
Community RePaint in the UK. It will divert around three
million liters of waste paint from landfill each year, which

Scan and explore will be recycled and re-used by local communities.

i

tL

AkzoNobel Center

Amsterdam, The Netherlands

Making extensive use of the company’s
own products, the new building has an
“Excellent” BREEAM rating.

AkzoNobel Report 2015 ‘ Qur purpose
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Bringing color to the world
Our “Let’s Colour” initiative is making a difference to people and communities all over
the world. As well as revitalizing urban areas with color, we also train local people to

become painters. Scan and explore
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inspiration to

In 1800, only 2 percent of the world’s population lived

in cities. Now it’s 50 percent (3.5 billion people). By
2050, estimates suggest that number of city dwellers
will rise to more than 65 percent (6.3 billion). Meanwhile,
the number of people living in slums will have reached
around 1.5 billion by 2020, double the figure in 1990.

This rapid urbanization presents huge challenges: land
insecurity, poor housing, flooding, shortage of public
space, as well as inadequate supply of clean drinking
water and sanitation services, health and education
facilities. The responsibility for coping with all of this, for
making cities and human settlements sustainable for
all inhabitants, lies with policymakers, businesses and
society itself.

AkzoNobel is at the core of the change that’s taking
place in every city in the world. We're in schools,
hospitals, roads and vehicles — we’re in the engine room
of city design. But we also have to look beyond these
purely physical aspects. In order to grow and prosper,
cities and their communities need a purpose, an identity
and a heartbeat that creates, sustains and mobilizes this
collective to achieve great things.

That’s why we established our Human Cities program.

It channels our three key strengths — essential
ingredients, essential protection, essential color — to help
energize communities and make them more liveable
and inspiring. We believe our products and expertise

SrNging energy and

Jrioan areas

can help cities to deliver a stronger sense of community
purpose, pride and happiness. It's a more human
approach which will help to reduce crime, boost
competitiveness and enable cities to grow faster and be
more successful.

A lot of work has already been done. We've partnered
with The Rockefeller Foundation’s 100 Resilient Cities
program, for example, and launched two game-changing
projects in 2015. In Brazil, we donated hundreds of liters
of paint to help revitalize the Santa Marta favela in Rio

de Janeiro. We also trained members of the community
to become painters. Meanwhile in Singapore, we are
restoring Burkill Hall, believed to be South East Asia’s last
surviving example of an Anglo-Malayan plantation-style
house. Further projects are planned in the United States,
India, China and the Netherlands.

We have also set up the Human Cities Coalition. This
aims to deploy a unique public-private partnership
approach to encourage sustainable and inclusive
development for citizens in fast-growing urban areas.
Focus areas will include land rights, public space,
drinking water, sanitation, drainage, housing and
healthcare facilities. It aims to stimulate a positive
contribution to the post-2015 Sustainable Development
Goals (SDGs), which include a specific reference to
inclusive and sustainable urban development. The
Coalition is currently scoping its unique approach in two
cities — Accra, Ghana, and Mumbai, India.

AkzoNobel Report 2015 | Our purpose
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Innovation sits at the heart of what we do. Whether we're
developing new products or services, we're focused

on making life easier for our customers, as well as
contributing to their success.

We’'re extremely proud of our 400 years of invention. It's a
pioneering heritage which continues to influence scientific
breakthroughs that make life safer, healthier and more
inspiring. We have 4,000 scientists around the world and
they work closely with customers to develop sustainable
solutions for the challenges people face every day.

The majority of our innovation is focused on products,
but we also put a lot of emphasis on process and digital
innovation. One of our biggest recent success stories is
the pioneering Visualizer app launched by our Decorative
Paints business. First introduced in 2014, the free app
enables users to see in real time what a room will look
like in a range of colors before any paint is applied to

the wall.

Having won a number of top awards in 2015, the
Visualizer has been updated with extra functionality and
will continue to be enhanced with new features. It now
includes extended photo capability — allowing users to
visualize their home (including the exterior) whenever
and wherever they want. The app has been downloaded
more than eight million times to date in over 40 markets,
under 13 different brands.

Qur purpose | AkzoNobel Report 2015

Using creativity and invention
0 Mmeet life’'s challenges

Another digital tool to have been well received is the
Automatchic Vision color matching device launched in
2015 by our Performance Coatings business. The hand-
held device — the smallest of its kind — allows vehicle
bodyshops to precisely measure and match first time

the existing color on any area of a vehicle. The software
ensures optimum color match while minimizing paint use,
reducing waste and saving valuable time.

Helping customers is fundamental to all our innovation,
although the results can sometimes remain hidden from
view. For example, our Specialty Chemicals business has
developed patented technology which speeds up PVC
production and makes it more sustainable. Known as
Continuous Initiator Dosing (CiD), it not only enhances
productivity by up to 30 percent, but also offers safety
improvements, energy and cost reductions and better
PVC quality.

This commitment to innovation and the desire to help
our customers stems from a thriving global culture

of invention which continues to grow throughout the
company. Ultimately, it’s all about making people’s lives
more liveable and inspiring.




Weathershield Powerflexx

During the year, we rolled out Dulux
Weathershield Powerflexx across the
world. It’s an exterior paint which offers
high levels of rain protection and -

due to its reflective properties — can
reduce exterior temperatures by as much
as 5°C, keeping homes cooler (below).

Continuous Initiator Dosing (CiD)
PVC manufacturers using our new CiD
technology benefit from improved reactor
output, product quality and operational
safety (top left).

Automatchic Vision

Our digital system allows bodyshops to
precisely measure and match the existing
color on any area of a vehicle (top middle).

Visualizer app

Picture it before you paint it with our
pioneering app, which makes it easier
than ever to experiment with color in your
home (top right).

Bolikel® XP

In 2015, we also launched a novel,
highly efficient micronutrient which helps
to produce a full, healthy color of crop
(below).

AkzoNobel Report 2015 | Our purpose
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- Strategic performance

In 2013, AkzoNobel announced a new vision, three-year
targets, core principles and values, and strategy. Although
market conditions have been challenging, we achieved our
2015 ambitions and have built a solid foundation for the next
phase of the company’s strategy.

Our strategy 26
Strategic targets: 2015 performance 44
How we created value in 2015 46
Risk management 52

AkzoNobel Report 2015 | Strategic performance
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Our strategy

As we continue to create everyday
essentials to make people’s

lives more liveable and inspiring,
we are proud to have achieved
the financial targets that we set
ourselves for 2015. Our return

on sales came in at 10.6 percent
(target: 9 percent), while our return
on investment was 15.0 percent
(target: 14 percent).

Achieving our targets represents significant progress for

the company. However, we know we must continue to
improve to achieve our vision of leading performance in all
the markets in which we operate. So we are maintaining that
same vision for the next phase of our strategy development,
which includes new financial guidance. For the period 2016-
2018, our guidance is:

e Return on sales between 9 and 11 percent

e Return on investment between 13 and 16.5 percent

® Clear aim to build on the foundation we have created
and grow in line with, or faster than, our relevant
market segments

Strategic performance | AkzoNobel Report 2015

In addition, we remain committed to our strategy, including
our core principles and values, strategic focus areas and
core processes. In the next phase of our strategy, our action
focus will switch to a greater emphasis on organic growth
and innovation. The next steps we have identified are:

e Hardwire new organization model

e Deliver continuous improvement culture

e Build further operational excellence

e Drive organic growth and innovation

e Pursue value generating bolt-on acquisitions

The strategy framework for the next phase of our
development is shown below and on the right. More
detailed information on these next steps is provided later
in this section.

>

Strategic
focus
areas

Processes

Our vision remains:
Leading market positions
delivering leading
performance

Customer
end-user
segments

Core principles and values



Hardwire Deliver Build Drive organic Pursue value

new continuous further growth and generating
organization improvement operational innovation bolt-on
model culture excellence acquisitions

I Core principles and values
7 Sustainability — Planet Possible
“J Human Cities — Society

AkzoNobel Report 2015
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Defining what is essential in
the next phase of strategy
development

To define the detailed initiatives
and actions we will undertake
during the next phase of

our journey towards leading
performance, we started by
consulting key stakeholder
groups about the opportunities,
issues and risks that we face as a
company.

This evaluation not only incorporated insight from our
customers, shareholders and employees, but also from other
key stakeholders such as financial and regulatory bodies,
relevant non-governmental organizations (NGOs) and leaders
in the communities in which we operate.

We have also analyzed which topics will most likely provide
us with a substantive opportunity to achieve our vision

of leading performance. We then made sure to include
initiatives and actions in our next steps that will either
capitalize on significant opportunities, or mitigate

the significant risks. We call the outcome of this filtering
process our Integrated materiality diagram (see opposite).
Key opportunities, issues and risks material to stakeholders
are grouped into this framework using bullets. ltems at

the center are opportunities, issues and risks that we believe
are also material to AkzoNobel's strategy and, therefore,
are addressed by our core principles and/or strategic

focus areas.

Strategic performance | AkzoNobel Report 2015

Integrated materiality diagram

@ Key opportunity, issue or risk

Financial and
regulatory opportuniti
and risks

Sustainability
opportunities @
and risks
o

Core principles &
strategic focus
areas

@ Business
opportunities
and risks

The remainder of this Strategic perfomance section covers
our core principles and strategic focus areas, as well as our
processes, strategy next steps and outlook for our customer
end-user segments. For more information on how business
opportunities and risks are addressed by our strategy, see
the Risk management section. For more details about how
sustainability opportunities and risks are addressed by

our strategy, see Note 2 of the Sustainability statements.
Information about financial and regulatory opportunities and
risks can be found in the Other information section of the
Financial statements.

For further information
please see Sustainability on
= www.akzonobel.com



Core principles and values

Our core principles and values underpin everything we

want to achieve. We have four company values, which

were introduced in 2014 — Customer focused, Deliver

on commitments, Passion for excellence and Winning
together. These values form an integral part of our employee
performance evaluation, which in turn helps them to become
fully embedded into the organization.

We followed this up in 2015 by rolling out our updated Code
of Conduct, which is based on our core principles of Safety,
Integrity and Sustainability. The Code of Conduct explains
what we stand for as a company, what we value and how
we run our business. It sets out the behavior we expect from
everyone, regardless of their position in the company or the
role they play.

Given the importance of the Code of Conduct, we work
hard to properly train our employees and our contractors.
They receive detailed instructions regarding what we expect
from them. This includes a mandatory e-learning program,
which was launched company-wide to help ensure a basic
understanding. We are also in the process of carrying out
“dilemma workshops” designed to help both employees
and contractors develop more complete knowledge and
appreciation. This is achieved through a series of interactive
discussions about the kinds of dilemmas they might face
with regard to our core principles and the Code of Conduct
in their day-to-day work. These workshops help to create

a feedback culture where dilemmas are openly discussed.
Because the principles and the Code of Conduct apply to all
employees, the first workshop was held with the Executive
Committee and we have since been cascading them
throughout the organization.

We are not, however, limiting the application of our core
principles to our company boundaries. We have also
developed, and are in the process of rolling out, a Business
Partner Code of Conduct, which clarifies what we expect
from our business partners in terms of our Safety, Integrity
and Sustainability core principles.

THE CODE OF
CONDUCT
EXPLAINS WHAT
WE STAND FOR
AS A COMPANY,
WHAT WE VALUE
AND HOW

WE RUN OUR
BUSINESS

>

Strategic focus areas

During 2012-2013, we defined five focus areas in terms
of strategic initiatives and actions. Our recent materiality
analysis indicated that these five areas remain relevant and
we will continue to focus on them. A brief summary of key
activities in each of these five strategic focus areas follows.

Care for the customer

In almost every market in which we compete, we have a
leadership position. If we are to maintain these positions and
deliver against our aim of growing in line with, or faster

than, our relevant market segments, care for the customer
remains fundamental.

In 2015, we continued to build the foundations for care

for the customer via our three commercial excellence
programs. These programs incorporate processes and
tools designed to help us better understand customer and
consumer segments, develop appropriate go-to-market
value propositions and enhance salesforce efficiency and
effectiveness, all tailored for the individual demands of our
three Business Areas. More specific information about the
various programs can be found in the Business performance
section. Where it makes sense, we work across Business
Areas, for example in the development and implementation
of customer satisfaction metrics, an area in which we made
substantial progress in 2015.
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Reduction of product and process
complexity

Although our performance levels have improved
significantly since we began to implement our strategy
during 2012-2013, we still have more to do to achieve
our vision of leading performance. To deliver this, we
will continue to standardize and simplify throughout the
organization. This starts with products and supporting
raw material slates, but also means standardization and
continuous improvement in our manufacturing, selling
and support processes.

For example, we are continuing to implement our AkzoNobel
Leading Performance System (ALPS), a fundamental change
to the way we work in our Integrated Supply Chain. ALPS
incorporates standard and integrated work processes with
clear goals and metrics, as well as enablers in terms of
capability development, information technology (IT) systems,
organization model, definition of roles and responsibilities
and cultural change consistent with our AkzoNobel values.

We use a consistent approach to ALPS implementation. In
all cases, ALPS programs support our core principles. ALPS
also helps to improve people, product and process safety
and energy/material efficiency across the value chain, and
contributes to higher productivity levels. Additional objectives
are adapted to the different strategic requirements of the
relevant business. For example, in our Performance Coatings
Business Area, customer service improvements through
higher on-time in-full (OTIF) levels are a key priority and ALPS
is helping to facilitate this.

In support functions — Human Resources (HR), Information
Management (IM), Finance and non-product related
Procurement — we continue to make progress towards

a Global Business Services (GBS) approach. In all four
functions, we are moving away from a decentralized
approach to a more cohesive, centralized approach allowing
far greater consistency and synergies across the company.

Strategic performance | AkzoNobel Report 2015

Cash and return on investment

Since we developed our strategy in 2012, we have improved
in two areas that we had identified as issues — our return on
investment and our free cash flow. We will continue to focus
on these areas in order to meet our financial expectations.
This will involve offsetting inflation and other cost increases
through continuous improvement.

Careful capital allocation and management is a key strategic
priority, so we aim to continue our strong track record with
regard to operating working capital management. We are
also taking a disciplined approach to capital expenditure
management. During 2015, we introduced a new approach
to investment assessment and approval to help ensure

this discipline. In line with our core principles, safety and
sustainability implications are also evaluated, as well as
financial consequences.

Embedded safety and
sustainability

Our performance with regard to the core principles of Safety
and Sustainability continues to improve. This is a challenging
area which we will continue to prioritize for action going
forward. Our efforts are widely recognized externally. In 2015,
we were ranked number one in the Materials industry group
on the Dow Jones Sustainability Index for the fourth year in a
row. We have now been ranked in the top three in our sector
for the last decade.

We also continue to implement our Planet Possible
sustainability agenda, focusing on radical resource efficiency
throughout our entire value chain. This strategy is based on
three main pillars:

Sustainable business

We work together with our value chain partners to develop
leading solutions that create more value from fewer
resources. In particular, we focus on developing and
marketing solutions that deliver environmental or social
benefits for our customers when compared with competitive
products, as well as generating revenue for the business. We
call these products eco-premium solutions with downstream
benefits. During 2015, we again achieved 19 percent of our
revenue from these products, up from 17 percent in 2012.

WE WORK HARD
TO INCREASE
EMPLOYEE
ENGAGEMENT
AND PROVIDE
CONTINUOUS
LEARNING AND
DEVELOPMENT
OPPORTUNITIES



Resource efficiency

We continually strive to increase our resource efficiency
and reduce carbon emissions in our own operations in
order to deliver environmental benefits and generate cost
improvements. During 2015, our carbon emissions fell to
3.8 million tons, down from 4.7 million tons in 2012. But
we do not limit our philosophy of more value from fewer
resources to our own operations. We also work with
suppliers and customers to reduce carbon emissions
throughout the value chain. This is a challenge which we
will continue to prioritize for action going forward.

Capable, engaged people

We are focused on developing our employees and forming
partnerships with key suppliers along the value chain to

help create more value from fewer resources. In 2014, we
made significant and visible steps in terms of forging external
partnerships through our Human Cities initiative and our
cooperation with The Rockefeller Foundation’s 100 Resilient
Cities program. We further built on this in 2015 by setting up
the Human Cities Coalition. More details about this can be
found in earlier pages of this Report 2015.

The three pillars of our Planet Possible agenda build on our
sustainability foundations. From a people safety perspective,
we continue to implement our behavior-based safety (BBS)
programs across the company. A key area of focus for

2015 was extending BBS beyond our manufacturing sites

to offices and laboratories. Our efforts have resulted in a
substantial improvement in the total reportable rate of injuries
per million hours worked, which has decreased from 2.4 in
2012 to 1.6 in 2015. This exceeds the target of 2.0 which we
set for 2015 a number of years ago. Continuing to drive this
number down will always be a key priority for the company
and we have set a new target of 1.0 for 2020. We also
continue to deploy process and product safety procedures
and are making good progress in these areas as well.

Diverse and inclusive talent
development

If we are to deliver on our financial expectations and overall
vision, we need to have a strong, motivated and diverse
workforce. To help achieve this, we work hard to increase
employee engagement and provide continuous learning and
development opportunities. Our objective is to create a high
performing culture where employees can contribute to the
best of their ability, and where our management teams reflect
the diversity of our overall workforce.

A valuable measure of our progress is the annual ViewPoint
employee engagement survey. The latest results show
further improvement and identify opportunities for making
additional progress next year. In 2015, we focused on
improving feedback throughout the organization while
creating development plans for higher potential employees
through a consistent, global approach to “assessment
centers” as part of our Talent management process.

This process is intended to bring increased objectivity to
talent identification, as well as a more targeted approach
to the development of leadership potential and increased
process transparency.

We continue to make progress in terms of gender and
geographic diversity in our executive workforce, working
towards our 2015 ambition of 20 percent. We ended 2015
with 19 percent female executives (up from 15 percent in
2012) and 16 percent of executives from Asia Pacific, Latin
America and emerging Europe (up from 13 percent in 2012).

Processes

When we defined our strategy and focus areas during 2012,
we also identified six processes that required a consistent
approach across the company. During 2013-2014, our
focus was on codifying these company-wide processes
and including them in our corporate directives to ensure
appropriate governance. In 2015, we focused on deploying
these processes throughout the organization. A brief update
on these processes follows.

People, product and
process safety

As indicated throughout this strategic performance section,
Safety is a core principle which engages and unites all of
AkzoNobel. The people safety process is aimed at increasing
awareness of behaviors that put us at risk. In 2015, we
focused on reducing slips, trips and falls across the company
(including offices and laboratories) and on-site manager
safety leadership via a program called Hearts & Minds. The
CEO and senior leaders coached 80 site managers in 2015
as part of this program.

The aim of our process safety program is to identify and
control hazards in our operations by avoiding unwanted
events at manufacturing sites that result in injuries, waste

or harm. We measure our performance on this through a
disciplined audit process and are continually improving in our
audit outcomes. Product safety incorporates the traditional
approach of reactive regulatory compliance and even goes
beyond this, enabling us to take the lead in sustainable
product stewardship.
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Operational Control Cycle

The Operational Control Cycle, which has been in place
since 2012, forms the heartbeat of our operational
performance management system. We do this through

a cycle of regular, sequenced and staged operational
meetings, which incorporate structured and standardized
operational discussions. By employing this process, we
review past performance, but more importantly we focus
on a realistic three-month rolling forecast, as well as mid to
longer term planning.

Continuous improvement

As mentioned earlier in this section, implementation of the
AkzoNobel Leading Performance System (ALPS) is already
well underway in our Integrated Supply Chain, with clear
signs of progress in terms of deployment within the “Make”
and “Plan” processes. Within the Integrated Supply Chain,
our next focus will be on “Source” and “Deliver” processes.
In 2016, we will also begin to deploy our continuous
improvement toolkit, including Lean and Six Sigma
fundamentals, in our support functions through our Global
Business Services (GBS) organization.

of our innovation. Coupled with a strong RD& culture, this
will help to stimulate a resilient portfolio of organic growth
projects. (More detailed information about our work in RD&l
can be found in the Sustainability statements, Note 4).

Procurement

There are three primary components of our Procurement
process — strategic sourcing, supplier management and
purchase-to-pay. Strategic sourcing forms the backbone
of the supplier selection and commercial process.

After selection and contracting, a high level of supplier
performance is ensured by a strong supplier management
process. This process is focused on creating value beyond
commercial conditions, including innovation, sustainability,
cost, quality and on-time delivery improvements.

We are implementing a more robust purchase-to-pay
process and automating this where appropriate. The
Procurement organization is also able to keep our
businesses well informed of expected movements in
the supply market by closely monitoring the market
developments of purchased raw materials, enabling
appropriate commercial adjustments.

Innovation

We have now restructured our Research, Development and
Innovation (RD&l) group. As part of the restructuring process,
we implemented new RD&l organizations within our three
Business Areas, strengthening strategic research capabilities
across the company. To support these organizations, we

are developing and deploying a standard innovation process
which includes best practice stage gate and portfolio
management sub-processes. The 2016 focus will be on
developing and deploying improved front-end processes,
such as idea generation and management and enhancing
our innovation metrics. This will give us greater visibility on
our portfolio health, stage gate success rate and the strength
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Talent management

In 2013, we developed our Talent management process
based on five steps — plan; attract, acquire and on-board;
assess performance and potential; develop and retain;
deploy. In 2014, we developed a set of tools to support this
process and implemented these tools throughout 2015.
Our engagement and diversity levels have improved as a
result (as described earlier in this section) and we expect to
continue making progress on these metrics. Going forward,
we will focus on utilizing this process to further develop a
high performance culture. This incorporates active talent
management and development of leadership and people
management capability.

STRATEGIC
SOURCING
FORMS

THE BACKBONE
OF THE
SUPPLIER
SELECTION AND
COMMERCIAL
PROCESS
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Actions

So far, we have built a foundation for achieving our leading
performance vision by beginning a cultural transformation
based on our core principles and values, our Planet
Possible sustainability agenda and our Human Cities
initiative. We have implemented new organizational models
in all three Business Areas and in all functions, and have
defined and are deploying company-wide processes as
described. Further momentum will also be provided by our
new company purpose, which will help to fully align the
organization, drive employee engagement and create a more
unified and cohesive business. Our first three next steps in
terms of actions are to:

Hardwire new organization model

We have made some significant changes to our organization
model, including reorganizing and restructuring in all three
Business Areas and all functions. As already indicated,

in early 2016 we went live with our full Global Business
Services organizational model for the support functions. We
need to ensure that all the change we have undergone is
embedded and that the new models work, become the new
norm and deliver against expectations.

Deliver continuous improvement
culture

Our financial expectations for 2016-2018 don't just rely on
maintaining current performance levels. They are based on
continued performance improvement as a cultural norm. We
now have a robust continuous improvement process, which

we call the AkzoNobel Leading Performance System (ALPS).

We have started to implement this process in our Integrated
Supply Chain and will begin to introduce it into our Global
Business Services (GBS) organization in 2016. Furthermore,
we have developed continuous improvement training
programs for all levels of the organization, which have been

incorporated into our AkzoNobel Academy learning platform.

Our focus now is on developing a culture where we do
things a little bit better every day.

In the next phase of strategy implementation, we will put
greater emphasis on growth and innovation, resulting in our
final two action steps:

Drive organic growth and
innovation

We have leading market positions in many of the sectors
and/or regions in which we compete. To maintain these
market positions, our ambition is to grow in line with, or
faster than, our relevant market segments. To achieve this,
as well as developing more robust operational excellence
models in commercial functions, we will continue to build on
our track record of successfully commercializing innovation,
with a significant emphasis on sustainability.

Build further operational
excellence

By creating a continuous improvement culture, we will

be able to progress towards operational excellence in all
aspects of the company. This includes the Integrated
Supply Chain and the support functions through GBS, as
outlined above. It also includes continuous improvement
to achieve operational excellence in our Marketing and
Sales functions. We will address these functions through
our commercial excellence programs, which are focused
on improving commercial processes, systems, tools,
remuneration and behavior.

Pursue value generating bolt-on
acquisitions

Over the last few years, we have pruned our portfolio to
focus on our market leading positions. Going forward,

we have a strong financial and operational foundation on
which to build via bolt-on acquisitions. We will consider

any acquisition that generates value in terms of market,
geography or technology synergies. We will be very
disciplined in evaluating these acquisitions, with a strong
focus on acquisitions that offer a good return on investment
in the medium term.
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Total construction ’ Total market new build construction ? Maintenance, renovation and repair > **

Bubble size based on 2015 output Real 2010 $ billion, output Real 2010 $ billion, output
Expected CAGR 2015-2020 (% p.a.)
China 4.6% p.a. 0.1% pa Europe” 3.0% p.a
Indi
10 " -0.6% paa.
Europe* 2.2% p.a.
North America 3.5% p.a.
China 7.5% p.a. 3.5% p.a. /‘O’
— China 4.0% p.a.
5 32% pa. North America 2.7% p.a. 6.1% p.a. | e
Europe® e — —_—
North America 3.9% pa. India 6.7% p-a. 4.6% pa. India 6.5% p.a.
Brazil Brazil -0.3% p.a.
. Actual CAGR 2010-2015 (% p.a.) -1.5% pa. -2.0% p.a. Brazil 0.1% p.a.
-5 0 5 10 2012 2013 2014 2015 2016 2017 2018 2012 2013 2014 2015 2016 2017 2018
Source: IHS. **Excluding infrastructure and industrial construction
2 Source: IHS/Construction IC.
* Europe includes Turkey and Russia.
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Transportation

The Transportation end-
user segment is particularly
important for our Performance
Coatings Business Area.
We supply a comprehensive
range of advanced coatings
and color technologies

for virtually every type of
transport, including cars,
commercial vehicles, ships,
yachts and airplanes. We also
produce specialty chemicals
used in the production of
automotive systems and
components, with particular
emphasis on automotive
plastics. In addition, we supply
surfactants for automotive
fuels and lubricants.

F e e i,
=

Trends

The outlook for the Automotive OEM
parts and assembly sub-segment remains
reasonably strong globally, although our
benefit from this is limited as we do not
compete in the mainstream automotive
OEM coatings business. Growth rate
expectations are particularly high in
China, which is now the largest region for
automotive production. Expectations for
growth are more modest in Europe, where
some recovery is required in order to
reach pre-recession production levels.
North America is an exception to the
positive growth outlook, with production
having returned to pre-recession levels.
Growth going forward is therefore
expected to be lower than overall North
American GDP growth. The trend towards
smaller, lighter weight cars is supporting
the continued conversion to plastics,

so the outlook for automotive plastics

is disproportionately strong, which is
important for AkzoNobel, as we are a
leader in automotive plastic coatings.

Growth expectations in the Automotive
repair sub-segment are less robust,
although the market is more stable and
less cyclical than in the other automotive
sub-segment. Key drivers for growth are
the number of vehicles on the road, the
insurance rate and the repair rate. Higher
growth is therefore expected in countries
such as Brazil, Russia, India and China,
where growth rates in these key drivers are
expected to be higher.

In the Marine and air transport end-user
segment, we see some evidence that

the bottom of the cycle has been reached
in marine new build, as production is
now very modestly increasing. However,
we are not expecting a sustained recovery
because new contracts are declining

and the order book is falling as a result.
Furthermore, the marine maintenance
market is continuing to grow slowly as
freight rates have still not recovered
significantly, dampening demand for
maintenance activities. Aerospace is a
much smaller market than marine for
AkzoNobel, but we do expect continued
robust demand growth.

Future sustainability developments
Based on the WBCSD Vision 2050, by
2050 there will be an 80 percent reduction
in energy use by light duty vehicles.

In addition, the WBCSD is expecting

a 50 percent drop in energy use in

freight transportation.

Implications for strategy and actions
As products with sustainability and/or cost
benefits in production and in use continue
to grow disproportionately, we will
continue to innovate and provide products
that lead to reduced carbon use and

lower costs. Aesthetics will also remain
important and we will therefore continue to
innovate in terms of products and services
that support differentiated color and finish.
In addition, we will ensure that we are well-
positioned geographically as the vehicle
car park continues to increase outside of
mature markets.



Light vehicle production ' Vehicle car park ' Marine new build 2
Passenger cars and light vehicles (units) Passenger cars and light vehicles (units) Compensated gross tonnage, indexed to
January 2008

China 4.8% p.a Europe 1.0% p.a.
% p.a

B Deliveries Order book
North America 1.7% p.a
Europe 2.1% p.a.
North America 1.7% p.a. 180
China 10.5% p.a.
100
India 10.0% p.a.
___/m Brazil 2.6% p.a India 10.2% p.a.
20
2015 2016 2017 2018 2019 2020 2015 2016 2017 2018 2019 2020 2008 2009 2010 2011 2012 2013 2014 2015
Source: IHS. 2 Source: Clarkson Research Services Limited.

Vehicle refinish Specialty chemicals
paint for repairs used in automotive
plastics
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coatings
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and lubricants
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exteriors

Powder coatings

for components
Protective coatings

(linings)

Yacht
coatings
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Domestic appliance production
Real 2010 $ billion, value added

Brazil, Russia, India, China5.0% p.a.

Western Europe and North America 1.7% p.a.

Furniture production
Real 2010 $ billion, value added

Western Europe and North America 2.5% p.a.

[

Brazil, Russia, India, China 6.0% p.a.

Food and beverage production !
Real 2010 $ billion, value added

Western Europe and North America 2.3% p.a.

e

Brazil, Russia, India, China4.6% p.a.

2015 2016 2017

" Source: Oxford Economics.
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Industrial

The Industrial end-user
segment is.the largest
segment for our Specialty
Chemicals Business Area.
We sell chemicals into a
wide variety of applications,
including metals and mining,
agrochemicals, plastics
(polymers) and pulp, where
they play an important
functional role during
production or in the end
product: We also sell liquid
and powder coatings into the
oll and gas, metals and mining
and power industries. These
coatings are largely used

for their functional benefits,
such as fire and corrosion
protection.

Trends

Lower oil prices are having a significant
short to medium term impact on the
outlook for the Industrial end-user
segment. For example, in oil and gas new
construction, we are seeing drastically
reduced upstream investment. Meanwhile,
some upstream businesses are not
profitable and we are seeing a shutdown of
high cost production units.

Lower oil and gas prices also have an
impact on chemicals. In the Middle East,
downstream chemical investments are
being postponed or even cancelled. In
North America, there has been a reduction
in the cost advantage in terms of shale
gas-based ethylene feedstocks and this is
moderating regional chemical growth rates.

Longer term, we expect disproportionately
high growth in regions with access to low
cost oil, gas and chemical feedstocks,
such as the Middle East (due to oil) and
North America (due to shale gas). However,
there are currently record trade surpluses
in chemicals in Europe and we expect this
to continue, particularly in the chemical
sectors relevant to AkzoNobel. Due to local
demand, we also expect continued growth
in the large and important Chinese market,
albeit with lower growth rates than we
have seen in the recent past.

From a sub-segment perspective, we
continue to expect above GDP growth
in many polymer markets, where there
is continued demand growth as global
wealth increases and products continue
to be converted to plastics for a variety
of reasons, including weight reduction.

Beyond plastics,.there are diffe
expected growth rates fi
industries sectors releve
We expect GDP-level gr
such as agrochemicals,
regional differences in tefms of
rates, as well as substantial ye
volatility. While global growth in
chemical pulp is below GDP an
market is expected to-contract.i
America, we expect ¢ontinued
in South America in pulp dueto
competitiveness of thesregi

Future sustainability’ develo
The WBCSD Vision 2050 indicate,§ that
we should expect a four to ten=fol
improvement in the eco-efficien
resources and materials by 205
landfill will increasingly red
loop processes become maore ¢i

Implications for strategy and
Where appropriate, while low oil and gas
prices continue, we will ensure that we
focus our organic growth efforts on hig
growth areas, such as mining, power an
pulp from a sector perspective and [
North America from a regional perspecti
We will also optimize our cost position
in Europe and China, where the cost,
position is less competitive in the R)hg
term. While we do this, we will continue
to improve sustainability levels throughout *
the value chain.



Brent crude oil price ’ Chemical production 2 Key industrial sectors 3
$ per barrel, freight-on-board North Sea Real 2010 $ billion, value added growth rate % p.a.

I Crop protection chemicals, 2014-2019* (varies by region)
I Polymers, 2015-2018** (varies by type of polymer)
B Bleached chemical pulp, 2015-2018** (varies by region)

B Spot price monthly average
Spot price annual average

140
China 5.7% p.a.
100 North America 4.1% p.a. 0560
Western Europe 1.6% p.a.
60
Brazil, Russia, India 4.5% p.a.
20
2008 2009 2010 2011 2012 2013 2014 2015 2015 2016 2017 2018 2019 2020 -1 0 1 2 3 4 5 6
Source: IHS 2 Source: Oxford Economics. ? Sources: PhillipsMcDougall for crop protection; ICIS supply & demand

database for polymers; RISI for bleached chemical pulp (BCP)
* Based on 2014 real US$
**Based on volume.

Caustic soda De-icing salt
Organic Functional powder Protective
peroxides coatings used in pipes coatings
Metal alkyls Surfactants and

chelates for well

Bleaching chemicals
stimulation

Chlorine

Ethylene
amines
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Strategic targets: 2015 financial performance

Return on sales (ROS) “J Return on investment (ROI) “7 Net debt/EBITDA L

We use return on sales (ROS) as a performance indicator We use return on investment (ROI) as a performance Net debt/EBITDA reflects our strategy to maintain a strong
to reflect profitability relative to revenue. ROS as a target indicator to reflect profit relative to invested capital. ROl as investment grade rating (or credit rating).
will focus management on delivery and quality of profits. a target will focus management on delivering value through
ROS is defined as operating income as percentage returns in excess of our cost of capital. ROl is defined as Exceeded our 2015 target
of revenue. operating income divided by average invested capital. e EBITDA increased significantly as a result of process
optimization, lower costs, reduced restructuring expenses
Exceeded our 2015 target Exceeded our 2015 target and favorable currency developments
e Positive impact of process optimization e Improved profitability as described in the ROS section e Net debt decreased due to positive free cash flow
e | ower costs e Average invested capital increased compared with
* Reduced restructuring expenses as we move into a 2014 due to currency effects and temporary and
stronger emphasis on continuous improvement planned inventory increase as part of the scheduled

footprint optimization

TargetQ.O% 140% <2O

Return on sales (ROS) development Return on investment (ROI) development Net debt/EBITDA
Operating income in % of revenue Operating income/average invested capital in % Ratio
M Target M Target M Target
<2.0

2013 2014 2015 2015 2013 2014 2015 2015 2013 2014 2015 2015
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Strategic targets: 2015 sustainability performance

Eco-premium solutions with
customer benefits

Our 2020 target is to achieve 20 percent of revenue from
products and services which provide customers and
consumers in our downstream value chain with a significant
sustainability advantage compared with the most
commonly available equivalent commercial products or
industrial processes.

Continued progress towards our 2020 target

e Percentage of revenue from eco-premium solutions with
downstream benefits remained stable at 19 percent

* Revenue increased from sales growth from new and
existing eco-premium solutions in all Business Areas

* This was offset by “mainstreaming” of a few of our
coatings products and revenue growth from products
which are not eco-premium

Target 2 O %

Cradle-to-grave carbon footprint k.. Resource Efficiency Index (REI) “

Our ambition is to reduce our cradle-to-grave carbon
footprint by 25-30 percent per ton of sales between 2012
and 2020.

Some progress towards our 2020 target

e Carbon footprint per ton of sold product has decreased
3 percent since 2012. Absolute footprint is down
10 percent

e Solid improvements due to lower footprint energy sources,
including renewables, efficiency gains at our energy
intensive facilities, and increased sales of lower carbon
footprint coatings products

e QOur 2020 target remains a challenge as we continue to
focus on working together with suppliers and customers
to deliver improvements across the value chain

205-30%

The Resource Efficiency Index is defined as gross margin
divided by cradle-to-grave carbon footprint — reported as an
index. We are monitoring this index, and our aim is to use it
to drive further improvements in resource efficiency across
the value chain.

Improvement achieved

* RElincreased to 113 from 2012 base of 100, though
trend is variable

* Margin increases across the Business Areas from sales of
higher added value products and positive currency effects

e Some improvement in carbon footprint performance due
to energy sourcing and efficiency gains, and sales of lower
footprint products

Eco-premium solutions with customer benefits
in % of revenue

M Target
2012 2013 2014 2015 2020

For more details see Sustainability statements Note 4.

Cradle-to-grave carbon footprint
% reduction CO,(e) per ton of sales from 2012
M Target

0 2 4 3
— —
||
2012 2013 2014 2015 2020

For more details see Sustainability statements Note 5.

Resource Efficiency Index
gross margin/CO,(e) indexed

2010 2011 2012 20183 2014 2015

For more details see Sustainability statements Note 4.
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How we created value in 20715

Strategic performance

AkzoNobel Report 2015

Economic value

Financial overview

We delivered on our 2015 targets. Revenue was up 4

percent, due to 6 percent favorable currency effects, partly
offset by divestments and lower volume. Operating income
was up 59 percent at €1,573 million, reflecting the positive

effects of process optimization, lower costs, reduced

restructuring expenses, favorable currency developments
and the impact of incidental items. ROS increased to 10.6
percent (2014: 6.9 percent). ROl increased to 15.0 percent

(2014: 10.0 percent).

Summary of financial outcomes

Revenue development in % versus 2014

M increase M Decrease

-1% 0% -1% 6% 4%

Volume Price/ Divest- Exchange Total
mix ments rates

Revenue by destination in %

In € milions 2014 2015 A%
Revenue 14,296 14,859 4
Operating income 987 1,573 59
Operating income excluding 1,072 1,462 36
incidental items
ROS (in %) 6.9 10.6 A Mature Europe 36
ROS excluding incidental items 75 9.8 B Asia Pacific 27
(in %) C North America 17
D Latin America 10
Average invested capital 9,871 10,475 E Emerging Europe 7
Moving average ROI (in %) 10.0 15.0 F Other regions 3
Moving average ROI excluding 10.9 14.0
incidentals (in %)
Revenue in € millions
EBITDA 1,690 2,088 24
Capital expenditures 588 651 I Decorative Paints [l Performance Coatings Ml Specialty Chemicals
Net cash from operating activities 811 1,136 40
Net debt 1,606 1,226
Net income attributable to 546 979 79
shareholders
Earnings per share from 2.23 3.95
total operations (in €)
Adjusted earnings per share (in €) 2.81 4.02 43
Number of employees 47,200 45,600

2013 2014 2015



Revenue
Revenue was up 4 percent, due to 6 percent favorable currency
effects, partly offset by divestments and lower volumes.

¢ Revenue in Decorative Paints was up 3 percent. Revenue
was up in Asia, flat in Europe and down in Latin
America. Volumes were down 1 percent overall for the
full-year, with positive developments in Asia offset by
Latin America and Europe

¢ |n Performance Coatings, revenue was up 7 percent,
driven by favorable price/mix and currencies. Volumes
were down 2 percent across the segments, impacted
by market developments in Brazil and ongoing spending
declines in the global oil and gas industry

¢ In Specialty Chemicals, revenue was up 2 percent
due to favorable currency effects, partly offset by
divestments and adverse price effects. Overall volumes
were flat. Growth in some segments compensated for
lower demand in oil drilling segments, impacting Surface
Chemistry and Functional Chemicals. Growth in China
was subdued and demand remained stable in Europe

Divestments

The divestment of the Paper Chemicals business was
completed in Q2 2015 and accounts for the divestment
impact in Specialty Chemicals.

Operating income

Operating income increased 59 percent to €1,573 million,
reflecting the positive effects of process optimization, lower
costs, reduced restructuring expenses, favorable currency
developments and the impact of incidental items.

¢ |n Decorative Paints, operating income increased by
39 percent as a result of the new operating model,
lower costs, reduced restructuring expenses and
currency developments

e |n Performance Coatings, operating income increased
45 percent due to performance improvement initiatives,
management delayering, lower costs, reduced restructuring
expenses and currencies

e |n Specialty Chemicals, operating income increased by
20 percent, with significant savings from continuous
improvement programs, and incidental items

Raw material prices were lower, although in certain regions
foreign currency effects adversely impacted raw material costs
in local currencies.

Operating income in € millions

| | Specialty Chemicals

Decorative Paints [l Performance Coatings

2013 2014 2015

Cash flows and net debt

Operating activities in 2015 resulted in cash inflows of
€1,136 million (2014: €811 million). The change was
mainly due to higher profit for the period and improved
working capital, partly offset by higher cash outflow from
restructuring programs.

Net debt at year-end 2015 was lower at €1,226 million
compared with year-end 2014 (€1,606 million).

In 2015, a €621 million bond was repaid from existing
resources.
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Invested capital

Invested capital at year-end 2015 totaled €9.8 billion,
slightly down on year-end 2014, mainly as a result of
lower operating working capital, driven by improvements
in inventories.

In 2015, we invested €651 million in property, plant
and equipment.

Allocation of 2015 capital expenditures
of €651 million in %
(4.4 percent of revenue)

A Decorative Paints 25

B Performance Coatings 23

C Specialty Chemicals 52

Innovation

We continue to invest in research, development and
innovation to fulfill future customer needs and fuel our
targeted growth in revenue share of eco-premium solutions
with customer benefits.

Innovation investments
research and development expenses in € millions

2013 2014 2015
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Eco-premium solutions

Revenue from eco-premium solutions with downstream
benefits remained stable at 19 percent of sales. Revenue
increased from sales growth of new and existing
eco-premium solutions in all Business Areas. This was offset
by “mainstreaming” of a few of our coatings products and
revenue growth from products which are not eco-premium.

We maintain our intention to lead by example by improving
the environmental/social performance of our products and
processes, which we measure through our development of
eco-premium solutions. They are a fundamental driver of our
Planet Possible agenda for creating more value from fewer
resources and minimizing the environmental footprint of the
products we sell and the processes we use to manufacture
them. For more details see Sustainability statements Note 4.

Eco-premium solutions with customer benefits
in % of revenue
B Target

2012 2013 2014 2015 2020

We may appear to be close to realizing our 2020 target, however, we measure

our performance across the whole value chain, against solutions available in the
marketplace. Our year-on-year progress is impacted not only by our own innovation
drive, but also by competitor activity and legislation changes

Dividend

Our dividend policy is to pay a stable to rising dividend. We
will propose a 2015 final dividend of €1.20 per share, which
would make a total 2015 dividend of €1.55 (2014: €1.45)
per share, up 7 percent. There will be a stock dividend
option with cash dividend as default.

Dividend in €

2013 2014 2015

Earnings per share total operations in €

2013 2014 2015



Interest

Net financing expenses decreased, mainly due to lower
interest expenses on net debt as a result of repayment of
high interest bonds and lower interest on provisions.

Income tax

The full-year effective tax rate was 28 percent (2014: 30
percent). The tax rate was lower as a result of non-taxable
income such as the gain on the divestment of the Paper
Chemicals business and prior year adjustments.

Income tax paid in € millions

2013 2014 2015

Outlook

We expect 2016 to be a challenging year. Difficult market
conditions continue in Brazil, China and Russia. No
significant improvement is anticipated in Europe, particularly
in the Buildings and Infrastructure segment. Deflationary
pressures continue and currency tailwinds are moderating.

Environmental value

Cradle-to-grave carbon footprint

Cradle-to-grave carbon footprint is our prime measure of
resource efficiency. Carbon footprint per ton of sold product
has decreased 3 percent since 2012. Absolute footprint is
down 10 percent. We achieved solid improvements due

to lower footprint energy sources, including renewables,
efficiency gains at our energy intensive facilities, and

increased sales of lower carbon footprint coatings products.

Our 2020 ambition — to reduce our cradle-to-grave carbon
footprint by 25-30 percent per ton of sales between 2012
and 2020 - remains a challenge, although we continue to
focus on working with suppliers and customers to deliver
improvements across the value chain. For more details see
Sustainability statements Note 5.

Cradle-to-grave carbon footprint
% reduction CO,(e) per ton of sales from 2012
B Target

2012 2013 2014 2015 2020

Energy

Renewable energy is an important aspect of the
improvements required to achieve our 2020 strategic carbon
footprint ambition. The proportion of renewable energy in our
operations increased to 38 percent (2014: 34 percent).

Our renewable energy supply strategy has three focus
areas: protecting our current renewable share, participating
in cost-effective, large energy ventures, and exploring
commercially feasible on-site renewable energy generation.
In 2015, we took steps to increase the share of renewables
in our energy supplies. This included a significant contract
for renewable steam in the Netherlands; record production
at the Nordic VindIin wind parks in which AkzoNobel
participates; and a contract for wind energy at 14 of our sites
in the Netherlands, including the new AkzoNobel Center in
Amsterdam, which has 100 percent green energy. For more
details see Sustainability statements Notes 5 and 15.

Total energy in % by source

r

A Renewable energy 38
B Natural gas 32
C Coal 16
D Nuclear 12
E Other fossil fuels 2
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Raw materials

Bio-based (renewable) materials also contribute to our
sustainability agenda. A considerable share of AkzoNobel’s
environmental footprint is embodied in the raw materials we
buy, and most bio-based materials exhibit lower footprints.

In 2015, 11 percent of all our organic raw materials came
from bio-based (renewable) sources (2014: 13 percent).
This is 5 percent (2014: 7 percent) of the total volume of raw
materials purchased, including other raw materials such as
salt, minerals and clays. The decrease was mainly the result
of divestments in our Specialty Chemicals businesses.

We also made progress with our existing partnerships to tap
into alternative feedstock sources which are coming on line,
as well as announcing additional collaborations involving

a number of our key raw materials. For more details see
Sustainability statements Note 5.

Total volume of raw materials
in % per source

*11 percent of organic
raw materials are from
renewable sources.

A Renewable raw materials (bio-based) 5
B Fossil-derived materials (petrochemicals) 41
C Inorganic materials (e.g. salt, minerals, clays) 54
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Operational eco-efficiency program

The focus of the operational eco-efficiency (OEE) agenda is
to increase raw material efficiency, reduce consumption of
energy, decrease emissions and production of waste.

Our company indicator combines energy, water, waste and
air emissions, as well as cost elements.

In 2015, we achieved a footprint measure improvement of
23 percent (since 2009). Many of our businesses achieved
eco-efficiency footprint improvements. However, due to
product mix changes and the consolidation of a joint venture,
the results are lower compared with the previous year for

the first time since we started monitoring performance.
Additional programs are being put in place to accelerate
progress towards our 40 percent ambition.

Improvements include many small site contributions,
upgrading of existing processes, rationalization of the
manufacturing footprint and application of best available
technology for new investments. For more details see
Sustainability statements Notes 15-19.

OEE footprint improvement
% reduction from 2009
B Ambition

2011 2012 2013 2014

2015

2015 2017

The OEE footprint is calculated from the weighted average of nine footprint parameters
and production volume.

Waste

Effective waste management helps to increase raw material
efficiency in our manufacturing operations, while reducing
both our environmental footprint and costs.

Total waste per ton of pro