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FRONT COVER 

Akzo Nobel is at the forefront of marine coatings
technology and innovation. The company’s Marine &
Protective Coatings business manufactures and supplies
an extensive range of technologically advanced and
environmentally-friendly products under its globally
renowned and market-leading International® brand. 
Used on vessels ranging from giant tankers to small
pleasure craft, the business’ products – many of which
have been specifically designed to have minimal
environmental impact – are trusted and respected 
by owners and operators all over the world. 
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COMPANY STATEMENT

OUR COMMITMENTS
We will focus our efforts on the success of our 

customers. We will provide competitive returns 

on our shareholders’ investment. We will create 

an attractive working environment for our 

employees. We will conduct our activities in a 

socially responsible manner. 

OUR COMPANY
Akzo Nobel is a multicultural company. Its subsidiaries are 

market-driven and technology-based, serving customers 

throughout the world with healthcare products, coatings and

chemicals. Akzo Nobel conducts its diversified activities through

decentralized business units. We maintain a product portfolio

with leadership positions in important market segments.

OUR AMBITION
To be the first choice of customers, shareholders and employees,

and to be a respected member of society.
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OUR PEOPLE
Akzo Nobel regards its people as its

most important resource. We foster

leadership, individual accountability,

and teamwork.

Our employees are professionals

whose entrepreneurial behavior is

result-oriented and guided by 

personal integrity.

They strive for the success of their

own units in the interest of Akzo

Nobel as a global company. 

In return, our employees can count

on opportunities for individual and

professional development in an 

international working environment.

We offer them rewarding and 

challenging assignments with room

for initiative.  
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FOREWORD

HANS WIJERS
Chairman of the Board of Management
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Corporate Social Responsibility (CSR) is a subject that never fails to inspire and
fascinate me. I am convinced that it should be a permanent item on every
corporation’s regular business agenda. CSR is about balancing short and long-
term interests; it is about building trust among all stakeholders; and it is a
fundamental value driver of the intangible capital of a corporation. Therefore, 
I believe that no company can be successful without a robust and structured
CSR strategy and program.

Why then is there such a negative response from some quarters on the subject?
Why are we so often asked to what extent does CSR interfere with or negatively
affect our business agenda? Why does it still seem to be necessary to defend
CSR initiatives? I think that it is because the business community has been
unsuccessful in communicating the link between CSR and value creation. Often
companies still communicate in terms of the hard facts and financials on the
one hand, and the soft CSR type of add-ons on the other. This picture is wrong
because it misjudges the fact that they are two equal sides of the same coin. 

In this second CSR report we aim to inform you in full about how CSR helps us
strengthen and add value to our business. For that reason, I hope that not just
the traditional CSR audience will read this report, but that we also succeed in
reaching our shareholders, financial analysts, clients, and suppliers. If there are
stakeholders who still harbour any doubts about whether they should read
through the following pages, I’m happy to present them with arguments as to
why they should do so. 

The global challenges we are facing – poverty and inequality, scarceness of
resources, climate change – have a major impact on our business. Innovation is
crucial to be able to deal with those challenges. We have to develop ever more
eco-efficient products and to strive for the inclusion of more countries and
people in the global economic system. Anticipating the challenges from a CSR
perspective helps us to deal with these issues in an effective and realistic way.
Working with clients, suppliers, governments, and local communities in this
respect continues to strengthen our platform for growth. 

CSR energizes the Akzo Nobel workforce. From talking to our people, I find that
the vast majority are very proud that we have improved our CSR performance
and, indeed, are anxious to make a contribution themselves. It doesn’t just
make them feel good – it helps them to improve their work performance. 
It’s precisely their company pride and involvement that makes Akzo Nobel ‘tick’.

In 2005, we achieved progress on many fronts. Our financial results were
better than forecasted; our businesses continued to grow in the emerging
countries; we made progress with the company-wide embedding of our Business
Principles; and, we improved our non-financial reporting, which has resulted in
our earlier-than-expected listing on the Dow Jones Sustainability Indexes. 

Does this mean that CSR makes it easier to run our
business? No. In fact, our journey often poses dilemmas
and difficult choices for us: issues such as animal testing,
workforce reductions because of restructuring and
divestments, and energy efficiency. Does our progress on
CSR mean that we have arrived at where we want to be?
Once again, no. Just as we will never attain perfection, and
the work we are doing to build Akzo Nobel will never be
completed, we will never be “finished” with CSR. In fact, we
are deeply saddened to have to report that five people lost
their lives while working for us in 2005. We deeply regret
these losses and are determined to improve our
performance. 

This report has been prepared in accordance with the
2002 Global Reporting Initiative Guidelines and represents
a balanced and reasonable presentation of our
organization’s economic, environmental and social
performance. But it only represents one step in meeting
the communication challenge that I have talked about. 
CSR is part of our overall strategy and we will continue to
move forward with and communicate about it as such. 

We look forward to your comments and suggestions
regarding this report. We also look forward to engaging
with our stakeholders. This will undoubtedly help us to
improve our performance and achieve our objective of
value creation, both now and in the future. This is
something I am certain our stakeholders, as well as our
capital providers and the wider business community, will
appreciate.

HANS WIJERS
Chairman of the Board of Management
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ENTREPRENEURIAL SPIRIT – THE LIFEBLOOD OF AKZO NOBEL
In all our businesses, success or failure depends on the individual. We value
creativity and entrepreneurship at all levels of our organization. We rely on
our employees to identify ways to do their work better and more efficiently,
and to act decisively, using the resources at hand to create value for the
company’s and our customers’ bottom line. 

PERSONAL INTEGRITY – ADHERING TO THE HIGHEST 
ETHICAL STANDARDS
As a decent and responsible company, we want all our employees to behave
according to the highest ethical standards.  

SOCIAL RESPONSIBILITY – CONTRIBUTING TO 
A SUSTAINABLE SOCIETY
We want to be known as a socially responsible company in the broadest
sense. We want to have a positive impact on the societies in which we
operate. This will be achieved through the products we bring to market, 
our treatment of the environment, and our interaction with all of our
stakeholders.

OUR CORE VALUES

BUSINESS STRATEGY
AND CSR

Corporate Social Responsibility (CSR) is crucial to our strategy and long-term
success. From a business perspective, our aim is to build leading and
sustainable positions which generate attractive growth, returns significantly
above the costs of capital, and healthy operational cash flows. To ensure we
remain focused and able to respond to the demands of evolving markets, 
we actively restructure and divest activities that do not meet these criteria. 

We are also aware that our continued success demands a balanced approach to
recruiting and getting the best out of a talented workforce, caring for the
environment and contributing to the societies in which we operate. 
By integrating CSR in all our management processes, we can safeguard the
quality of our business standards, our products, and our decision-making
processes. This is crucial to demonstrate to stakeholders that our license to
operate is in good hands. CSR is not simply about complying with legal
requirements or meeting stated ethical standards to avoid damage to our
reputation or potential litigation – it also makes sound business sense. 
Saving energy and reducing or recycling waste saves money. Soil protection
prevents costly remediation programs. By introducing innovative, eco-efficient
products we can win market share.

Our ongoing challenge will be to further integrate CSR seamlessly into our day-
to-day business. Our managers at all levels in our company are responsible for
anchoring CSR into organizational structures and processes. All of our
businesses are required to monitor progress and have set ambitious targets
during the strategic planning processes, the so-called Three Year Operational
Planning (TOP) and the Rolling Forecast (RF). The CSR process is reviewed
annually in the Annual Letter of Representation. 

For our stakeholders, there should be absolutely no doubt that our CSR
processes add value to our company and to wider society. Good governance
equals sound business. For example, using materials and energy efficiently,

ensuring that we conduct our business with integrity; and
creating innovative and sustainable products for our
markets, not only further our business goals, but also
embody the core principles of our CSR policy. 

BUSINESS PRINCIPLES 
We have defined Business Principles to help us further
align and focus our activities. The Business Principles
clarify and define the standards by which we want to
operate and provide specific rules on issues such as free
enterprise, business integrity, human rights, working
conditions, community activities, and transparent
communication processes. 

Since 2003, our employees have been receiving
comprehensive training in our Business Principles, from the
corporate boardroom down to the shop floor. We have
embedded our Business Principles in all of the company’s
processes – Finance, Legal, Communications, Human
Resources, Auditing, HSE and Risk Management. To this
end, the company’s annual Letter of Representation was
reformulated to include the requirements of the Business
Principles. 

To further align theory and practice, we have included a
section on compliance. Management will not be held
accountable for any loss of business resulting from
compliance with our Business Principles, and no employee
will suffer as a consequence of reporting a suspected
breach of these principles. 

Special competition law compliance training was also
devised for employees who have contacts with suppliers,
competitors, customers, agents and distributors, as well as
for those who have decision-making authority with regard
to pricing and customers.

The number of known cases in which employees were
dismissed for breach of our Business Principles is 17. 
As our registration procedures improve, we expect to be
able to give a more accurate picture in future reports.

BUSINESS PRINCIPLES SPECIFICATIONS 
Based on our Business Principles, we have drawn up
Business Principles Specifications, which set out the
company’s position on a number of important issues, such
as child labor, forced labor, the right to organize, collective
bargaining, our presence in high risk countries, fair
competition, business integrity payments, commission
payments, money laundering, facilitating payments, gifts,
political party donations and compliance implementation.
The Specifications are by definition a living document and
will be amended and expanded upon over time in order to
incorporate guidance on new issues. 
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The full text of Akzo Nobel’s Business Principles Specifications is available on
our corporate website (www.akzonobel.com).

COMPLIANCE COMMITTEE
In line with applicable corporate governance standards, the Board of
Management has established a Compliance Committee to carry out the
following tasks: 

• Identify critical legal and ethical compliance risks
• Submit recommendations to the Board of Management on measures to

address and improve compliance based on its findings
• Support the organization with implementation as appropriate on agreed

recommendations
• Monitor and assess the effectiveness of compliance efforts 
• Investigate alleged breaches or compliance failures
• Report to the Board of Management, which in turn reports to the 

Audit Committee of the Supervisory Board. 

The Compliance Committee consists of representatives from corporate
departments such as Legal, Human Resources, Internal Audit, CSR/HSE,
Corporate Control and the Secretary of the Board of Management. The full
Compliance Committee meets every quarter. If and when needed, ad hoc
meetings are scheduled either with the full Committee or with relevant
members of the Committee. 

Compliance Issues in 2005 *
Equal and Fair Treatment 10
Use and Protection of Assets 9
Business Integrity ** 9
Bribery 4
Free Market Competition 4
Conflict of Interest 4
Compliance Business Principles / Legislation 3
Insider Trading 1
Responsibility Towards Customers 1
* based on Corporate Complaints Procedure and U.S. Alertline

** management fraud / accounting irregularities

Source of Compliance Issues
Corporate Complaints Procedures / U.S. Alertline 17
External Investigation 6
Internal Audit Review 6
Others
Letters to Board of Management 7
Internal Business Unit Investigation 9

Closed / Open cases
Closed 24
Open 21

Sanctions
Seventeen people were made redundant as a consequence of investigations. 

Our activities in China are growing rapidly. Most of our
facilities are located in designated industrial areas, and
of course, health and safety provisions are of the
highest standard. We are also making additional efforts
to address the needs of our employees, not just by
providing them with state-of-the-art facilities with good
working conditions, but also with training.

In late 2005, we became a member of the China
Business Council for Sustainable Development (CBCSD).
This is a forum where Chinese and non-Chinese
companies work together with the Chinese government
and local communities on sustainable development. 
We are represented on this council by the president of
our Chinese operation, Anders Broström. 

Our various operations in China are starting to have a
positive impact and are beginning to demonstrate how
effectively we can deliver world class standards on
working practice and the environment within a short
period of time. A good example of this is the Polymer
Chemicals Cross-Linking Peroxides (ANCP) plant in
Ningbo. Acquired in 2000, the plant at the time was
failing to meet air emission and waste water regulatory
standards. It was also operating with scant regard for
employees' health and its social obligations. 
In response, Polymer Chemicals launched a massive
drive to improve conditions. 

By engaging in a dialog with the local community, we
have been able to address many of their concerns
regarding environmental and safety issues.
Improvements in HSE performance and production
capacity have been impressive. Within three years,
cumene and methanol emissions into the air were
reduced by more than 98%. In the same period, the
number of LTIs dropped from seven to zero, even
though production capacity quadrupled. 

In fact, Ningbo is now a model of good corporate
citizenship, and has won several local government
awards for both its environmental and business
excellence. 

CHINA
WORLD CLASS STANDARDS
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COMPLAINTS PROCEDURE 
The Business Principles encourage our employees to report violations of the
Business Principles and Codes of Conduct. In order to ensure a confidential and
reliable procedure for the handling of such reports, Akzo Nobel has established
a whistleblowing policy, which is laid down in our Complaints Procedure. 
This offers employees the opportunity to confidentially report any instance of
misconduct in cases where country codes of conduct do not provide for a
country specific reporting procedure. 

CORPORATE GOVERNANCE AND CSR 
As a Dutch listed company, our management and supervision structure is
organized in a two-tier system comprising of a Board of Management,
composed solely of executive directors, and a Supervisory Board, composed
solely of non-executive directors. 

Our corporate governance is based on the requirements of the Dutch Civil
Code, the company’s Articles of Association, and the rules and regulations
applicable to companies listed on Euronext Amsterdam and NASDAQ,
complemented by several internal procedures (i.e. a risk management and
control system, as well as a system to ensure compliance with laws and
regulations).

Over the last decade, Akzo Nobel has been consistently enhancing and
improving its corporate governance standards in accordance with applicable
laws and regulations. Most notable among these are the Dutch Corporate
Governance Code adopted in 2003 (“the Code”) and the U.S. Sarbanes-Oxley
Act of 2002 and its implementing rules issued by the SEC and NASDAQ.

The Board of Management has adopted a Code of Ethics for senior financial
officers, effective January, 2004. The designated persons, including the CEO
and the CFO, are obliged to confirm annually in writing that they have adhered
to this code. Alongside the above-mentioned Complaints Procedure is a
procedure for complaints regarding accounting, internal control, and auditing
matters. The Audit Committee is directly responsible for receiving and handling
complaints based on this financial complaints procedure and for providing
confidentiality for whistleblowers on such matters.

Each year, the financial statements are audited by our external financial
accountants. The lead partner is changed every five years. Our CSR report is
also reviewed by accredited external parties.

Both financial and non-financial performance is regularly assessed as part of our
standard business processes, which include a three-year operational planning
cycle. Each year, business unit managers submit a Letter of Representation
confirming these activities.

For a detailed overview of Akzo Nobel’s Corporate Governance structure and
practice, including information about the composition of the Board of
Management and Supervisory Board, the role of the General Meeting of
Shareholders and other relevant information about our relations with
shareholders, please see our Annual Report 2005.

CSR INFRASTRUCTURE
The Corporate Director for CSR, André Veneman, directly
reports to the Board of Management. The Board of
Management has established two dedicated bodies – the
CSR Advisory Group and the CSR Council – to monitor the
CSR integration process, to embed CSR in the regular
management cycle, to measure progress and to advise the
Board of Management on Akzo Nobel's CSR strategy.

CSR ADVISORY GROUP
The CSR Advisory Group consists of the staff directors of
Human Resources, Legal, Audit, Communications,
CSR/Health, Safety and Environment, Investor Relations,
and the Secretary of the Board of Management. Its main
tasks are to foster a multi-disciplinary approach to the
preparation of CSR policies, procedures, and documents
for the CSR Council. Furthermore, the Advisory Group
arranges input and feedback from relevant parties inside
and outside the company, identifies new developments and
upcoming issues in the area of CSR, and plans for the
review of CSR progress.

CSR COUNCIL 
The CSR Council comprises a Board member, two business
unit managers, three senior managers from Coatings,
Chemicals and Pharma, and the staff directors of CSR/HSE
and Corporate Communications. The Council’s primary task
is to check the feasibility of proposals from the Advisory
Group. After agreement is reached within the Council,
policy proposals are sent to the Board of Management for
approval. The overall objectives of the CSR infrastructure
are to:

• Set CSR policy and to embed the CSR process in the
business

• Determine the future direction of CSR in the company
• Identify new developments and upcoming issues in CSR.
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Last year our Intervet India and Powder Coatings Europe businesses won
our inaugural Corporate Social Responsibility award. The award – which
aims to recognize best practices in sustainable business within the 
company – is divided into two categories: one for individual or team entries
and one for (sub) business unit entries. Powder Coatings Europe won the
business unit category for its success in integrating product stewardship into
its business practices, while the individual or team category went to Intervet
India for the strength of its wide range of community programs. A total of
135 entries were judged, with the winners being selected by a jury
comprised of top managers from across the company. This panel was looking
for evidence of a clearly articulated and widely communicated policy
embedded in the company’s business strategy, together with examples of
policies and projects that positively impacted on local communities.

NEW CSR AWARD

We officially launched our CSR initiative last year at our Car Refinishes plant
in Detroit, Michigan (U.S.). In his keynote address, CEO Hans Wijers said
CSR was a vital part of business and needed to be successfully embedded in
the company’s processes for it to work. He also sent a personal e-mail to
every Akzo Nobel employee, stressing that CSR is a shared responsibility for
all employees. 

CORPORATE SOCIAL 
RESPONSIBILITY LAUNCH 

INTEGRATING CSR INTO DAILY PRACTICE
A key element of our CSR policy is to ensure we get a powerful message across
to our employees that Akzo Nobel is and will remain a socially responsible
company. Employees should be in no doubt about our position and commitment
to CSR. By articulating and implementing a well-defined CSR process, we are
convinced that not only can we meet our CSR objectives, but our employees will
also be reassured that they are part of a decent and responsible company.

We go to great lengths to ensure that our employees are properly informed
about how our CSR policy is being implemented. A CSR intranet website has
been set up, and CSR-related news articles are regularly published internally at
the corporate and business unit level, as well as to the external world via our
corporate website (www.akzonobel.com) and external corporate media. 
A CSR component has also been included in internal business courses and has
also been communicated during staff meetings. 
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FROM PRINCIPLES
TO PERFORMANCE

We have talked about what we stand for as a company. However, what really
matters is our ability to put our principles into practice, while at the same time
executing a successful business strategy.

CREATING VALUE FOR CUSTOMERS
Some of the products and services we deliver make life easier; others are
essential to the health and well-being of people across the globe. It is our
mission to provide customers with products and services that offer value in
terms of price and quality. Important aspects of quality – in all of our three
main business areas – are adherence to stringent health, safety, and
environmental standards. 

Innovation is one of the cornerstones of this approach. In our research and
development (R&D) activities, we focus on improving the product safety and
health aspects of our existing product portfolio and operations, and reducing
their environmental impact. We are also developing products with new
functionalities aimed at improving human and animal health and improving the
sustainability of our customers’ products. The innovations and ethical standards
described in this report are just a few of the many examples that illustrate why
we have made CSR such a crucial component of our business. 

HUMAN AND ANIMAL HEALTHCARE: PROGRESSIVE AND RESPONSIBLE
In human healthcare, our Organon business develops, manufactures and
markets value-adding prescription medicines in the areas of women’s
healthcare, mental health, and anesthesia. Organon has built leading positions
in its areas of therapeutic expertise with innovative solutions to medical needs.
One in five Pharma employees works in R&D. 

Our Nobilon business is in the process of starting up the discovery,
development, production, and commercialization of human vaccines at its 
state-of-the-art manufacturing facility in Boxmeer, the Netherlands.

In animal healthcare, our Intervet business is world renowned for its innovative
vaccines and veterinary pharmaceuticals. In terms of both sales and vials
produced, we are the world’s largest player in the animal vaccine market. 
In addition to vaccines, Intervet’s product range includes anti-infectives, 
anti-parasitics, endocrine products for fertility regulation, and a wide range of
specialized pharmaceutical products.

Intervet has been producing innovative vaccines and veterinary pharmaceuticals
for decades. It currently operates 13 R&D facilities. In addition to our research
activities on major diseases, such as foot and mouth disease and classical swine
fever, in 2005 we intensified our research into the prevention of zoonotic
diseases – diseases which are transferred from animals to humans.

Both Organon and Intervet operate in an environment in which social
responsibility plays a pivotal role. In human healthcare, in particular, this has
many ramifications, such as the transparent and accessible collection and
storage of relevant data from clinical trials. Furthermore, intellectual property
rights, animal testing, product stewardship, and access to essential medicines
are all issues of crucial importance in pharmaceuticals. Ultimately, irrespective
of whether a product is destined for human or animal healthcare, the end-
product has to be safe and effective. 

The highly infectious H5N1 variant of avian flu has
spread rapidly from Asia – where it led to the deaths of
millions of birds, either through the illness itself, or
from mass culling in an effort to contain the infection.
Now that the virus has reached new territories outside
Asia, its spread has sharpened the debate about the
best countermeasures to take to prevent the virus
mutating and acquiring the ability to spread from
human to human. 

Politicians and health officials are working to develop
an appropriate course of action, not only to protect
bird and poultry populations, but also to prepare for a
possible human pandemic as well. The debate centers
on whether to use the effective vaccines available on
the market, such as Intervet’s Nobilis Influenza H5 to
vaccinate poultry flocks. Vaccination has a growing
number of advocates, including the World Health
Organization (WHO). In Hong Kong, a control program
using Intervet’s vaccine has been highly successful, and
there have been no new bird or human outbreaks. 
This has prompted widespread campaigns in other
countries such as Vietnam. 

In research trials in Europe, and in the program in
Hong Kong, vaccination prevented the spread of the
avian flu. The birds are healthy and do not carry or
spread the virus. The current policy of monitoring and
containment allows for supervised tracking of the
disease and the enforcement of strict containment
measures should an outbreak occur. 

Although not an obstacle to international trade,
according to the rules of the World Organization for
Animal Health, vaccination might still cause trade
problems. Importing countries may not want to import
meat or animal products that come from vaccinated
stock. For an emergency program, a vaccine which is
suitable for mass application to poultry flocks would be
desirable. This would preferably be a marker vaccine
with a fast onset of immunity. Intervet has been
working together with research institutes to identify
candidates for this approach.

ANIMAL HEALTHCARE
THE DEBATE ON WHETHER TO 
VACCINATE POULTRY FLOCKS
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INNOVATION FOR SUSTAINABILITY IN 
HUMAN AND ANIMAL HEALTHCARE
Both Organon and Intervet are research-driven pharmaceutical companies, and
innovation is at the core of their business models. This is evident in the many
different R&D projects, and in the general approach to developing new
medicines, which covers the total value chain. Both Organon’s and Intervet’s
R&D activities include basic research on disease mechanisms, analysis of genes
and gene-expression to discover potential targets for drug interaction, the
screening of new chemical compounds as drug candidates, the development of
assays to validate targets and new molecules for their biological activity, and
chemical synthesis and modification to adjust the pharmacological properties of
new candidate drug molecules. More recently, a new research tool was
introduced, whereby markers for biological functions and disease are studied
with the help of imaging techniques. 

We are expanding our biotechnology portfolio by developing biotech drugs, 
i.e. drugs produced in living cell cultures as opposed to chemical synthesis.
Organon’s biotech operation has been boosted with the opening of a new
research laboratory in Cambridge (Massachusets) in the United States. This
laboratory will focus on new treatments for immunological diseases such as

Birth control and anesthesia are two areas where Organon, our human
healthcare business, has a long and successful track record and where its
innovative approach continues to push boundaries. Its slow-release
contraceptive, NuvaRing® – a vaginal ring administered once a month – has
won awards ever since its introduction in 2002. In the previous year, Time
Magazine called it one of the best inventions of the year. In 2004, it won
the Spanish award for best prescription drug of the year; in the same year it
won the French "therapeutic innovation of the year in gynecology" award.
Finally, German gynecologists named it as the year's most innovative
product for two consecutive years (2003 and 2004). In recent trials in
Germany, 80% of women said they preferred NuvaRing to their previous
method of contraception, including the pill. In the United States, recent
market research has revealed that almost all women who try NuvaRing are
satisfied with the product. 
In anesthesia, Organon’s Esmuron®/Zemuron® products are now the most
prescribed muscle relaxants in the United States, Canada, and many
European countries. Recent research, however, has concentrated on finding
a fast-acting reversal agent that will enable patients under general
anesthetic to recover from total muscular block quickly, safely, and
completely. It’s proven to be a long road but now Organon has come up
with the first “selective relaxant binding agent” (SRBA), a new class of
agents to reverse neuromuscular block, providing unprecedented control of
neuromuscular block. Called “potentially the greatest advance in neuro-
muscular pharmacology in the last 20 years” by a leading American
professor of anesthesia and perioperative care, sugammadex, as the new
agent is called, allows the anesthesiologist to maintain deep neuromuscular
block throughout the entire surgical procedure, thus providing the optimal
surgical conditions until rapid recovery is required. 

HUMAN HEALTHCARE 
NEW THINKING ON BIRTH CONTROL 
AND ANESTHESIA

Schizophrenia is a serious and debilitating disease,
affecting about 1% of the population. Treatment is
complex and often difficult, and there is a continued
need for innovative medications with a high efficacy and
good tolerability. Our human healthcare business,
Organon, is developing a novel new drug called
asenapine for the treatment of schizophrenia. 
With clinical studies expected to be completed by the
end of 2006, the regulatory approval dossier should be
ready for submission early in 2007. The drug was
developed in Organon’s own research laboratories, and
biological studies showed that the new compound has a
different mode of action compared with most existing
drugs in this class. 

Small scale phase II studies have indicated it is effective
as treatment against both the “positive“ symptoms of
schizophrenia such as hallucinations, delusions, and
hearing voices, as well as the “negative” symptoms such
as depression, social withdrawal, and lack of energy.
Importantly, the side effect profile as it has become
known in these studies is very favorable. In addition,
clinical studies are underway to confirm the efficacy of
asenapine for treatment of acute mania in bipolar
disorder patients. 

The promise residing in this new molecule has attracted
the interest of several large pharmaceutical companies,
which resulted in the start of a broad collaboration
between Organon and the largest pharmaceutical
company in the world, Pfizer. The collaboration
provides for a shared completion of the development of
the product, followed by combined efforts for marketing
and distributing asenapine. 

HUMAN HEALTHCARE
ASENAPINE – A NEW MEDICINE 
FOR SCHIZOPHRENIA AND
BIPOLAR DISORDER

rheumatoid arthritis, and new medicines for cancer.
Intervet also has a strong biotech operation, with many
vaccines developed and produced in cell culture. 
The new Nobilon business will exploit existing synergies
and knowledge at Organon and Intervet to develop and
commercialize vaccines for humans, starting with a
program on human influenza.

Organon’s current R&D pipeline is comprised of new drugs
for contraception, anesthesiology during surgery, fertility
problems, menopausal complaints, sleep disorders, and
psychiatric disorders, such as schizophrenia, all of which
are in late stage clinical development. 
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Intervet’s innovative strength has led to a constant flow of new veterinary
medicines. The development of marker vaccines, which allow differentiation
between vaccinated animals and animals exposed to natural infections,
exemplifies Intervet’s success as an innovator. Intervet’s Porcilis® AD Begonia
marker vaccine is the world’s best selling vaccine for Aujesky’s disease. 
This product range includes marker vaccines against classical swine fever and
foot and mouth disease.

COATINGS: CONTINUOUSLY IMPROVING ENVIRONMENTAL
SPECIFICATIONS
As the world’s leading coatings company, we are active in virtually all markets,
ranging from industrial, transport, and marine to the Do-It-Yourself and
professional decorating sectors. Our businesses cover practically every
application in the global coatings market. We are the worldwide leader in
marine, protective, and wood coatings, as well as coil and powder coatings 
– which are used on some of the world’s most prestigious buildings and
engineering structures. Our paint systems also protect and enhance a host of
products, including mobile phones, furniture, snowboards, pipelines, and
construction machinery. 

Our Coatings business is highly committed to innovation. Our customers are
supplied with strong brands and leading technologies and benefit from high
quality product, services, and distribution networks. Our main development
efforts focus on improving protection against damaging influences such as
chemical corrosion, radiation and heat, improving adaptability to meet the

Intervet and the Dutch Ministry of Agriculture have set up the first vaccine
bank in the Netherlands to combat classical swine fever. The vaccine bank
contains 500,000 doses of Porcilis® Pesti, Intervet’s marker vaccine against
classical swine fever, and will be used for an emergency vaccination program
in the event outbreak of the disease. An outbreak in Europe in 1997 and
1998 decimated pig stocks in Spain and the Netherlands, with an estimated
13 million pigs having to be destroyed to prevent the spread of the
epidemic. With large stocks of the vaccine on hand, a rapid vaccination
program can be conducted, thus avoiding the need for more drastic
countermeasures such as widespread culling.

THE NETHERLANDS
VACCINE BANK

Our Nobilon business is developing a human vaccine against the H5N1
strain of the avian flu virus. The vaccine – which is still in an early
developmental phase – is being developed by Nobilon in conjunction with
Organon. Nobilon recently received European Good Manufacturing Practice
(GMP) approval to begin producing human influenza vaccines for use in
clinical trials. The approval allows Nobilon to manufacture flu vaccines to be
used in clinical testing, with the first trials scheduled to start in 2006.
Clinical trials for the H5N1 vaccine are also scheduled. The company’s
animal health business, Intervet, already supplies an avian flu vaccine for
birds. 

A DEFENSE AGAINST BIRD FLU

specific demands of customer products, improving ease of
application, improving aesthetic value, and reducing
ecological impact.

Concern for health, safety and the environment is the
foundation on which our Coatings business policy is built
and is the springboard for a strong CSR performance. 
To that end, we adhere to the Coatings Care® regime, the
leading environmental health and safety management
program for coatings manufacturers around the world. 
We put its principles into practice through stringent
product stewardship programs which touch all areas of the
coatings life cycle: R&D, manufacturing, transportation and
distribution, application technology, customer needs and
service, and ultimate disposal. Our progress in this field is
highlighted in more detail in the Responsible Care and
Product Stewardship section.

INNOVATION FOR SUSTAINABILITY IN COATINGS 

Developing Eco-efficient and Lifesaving Products
Our Coatings R&D efforts focus on the development of
safer, more environmentally benign products, which
continue to deliver outstanding quality and performance.
Long before legislation required it, Coatings began shifting
its product portfolio from organic solvent-borne products
to waterborne, high-solids, and solvent-free products. 

Today, more than 50% of all our products are organic
solvent-free. In some sectors, the figures are even better.
Seventy percent of our decorative coatings products are
organic solvent-free, including all wall paints. By definition,
all powder coatings products are solvent-free. The majority
of products in our Car Refinishes and Marine and
Protective markets are still organic solvent-based,
although they are gradually starting to be replaced. 
In 2000, virtually all base coats sold in the Car Refinishes
market were solvent-based. Now, half of all base coats sold
are waterborne. Our Marine and Protective Coatings
business recently developed a 100% waterborne shop
primer.
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contamination, energy efficiency, greenhouse gas
emissions, safety, health and security, and waste disposal.
We will continue to improve our HSE performance and
meet or exceed the legally recognized standards for
environmental performance.

In the Responsible Care® program – the leading global
benchmark for the chemical industry – we practice
responsible management of our raw materials, processes
and products. This includes the safe handling of raw
materials, from inspection, through product manufacture
and distribution, to ultimate disposal. We will seek the
involvement of the public in our decision-making processes.
Our progress in this field is highlighted in more detail in
the Responsible Care and Product Stewardship section.

Many of our innovations are designed to make products safer; others contribute
to overall public safety. A good example is Interchar® – a new generation of
fireproofing protective coatings launched in 2005 by International Paint (part of
Marine and Protective Coatings) – which provides unique protection to high-rise
structures and public buildings. 

CHEMICALS: FOCUSED ON CONTINUOUS IMPROVEMENT
We are a global supplier of a wide range of chemicals used in the manufacture
of many everyday products. And although our name may not be on all the end
products containing substances and materials we manufacture, our contribution
to those products is nonetheless crucial. Many of the everyday items the
general public takes for granted simply could not be made without our
chemicals. These include such items as electronic devices, medications,
disinfectants, detergents, soaps, plastics, ice cream, soups, paper, paints, glues,
asphalt – even golf balls. 

In the area of public health, another of our innovations – an iron compound
called Ferrazone® – is a vital food supplement which can be used to combat
iron deficiency anemia, one of the most common causes of death among young
children and pregnant women in the developing world.

We are well aware that there is a general skepticism about the chemical
industry among the general public. We share legitimate concerns about such
issues as the management of hazardous substances, environmental

Architects and engineers are constantly grappling with the problem of how
to make high-rise buildings and public structures safer. Now our
International Paint business has introduced Interchar®, an advanced
fireproofing and anti-corrosion material derived from an existing product,
Chartek®, which has a 30-year pedigree. Chartek was originally developed to
meet the needs of NASA’s Apollo program and to provide global oil
companies with a coating for offshore oil rigs capable of protecting steel
from volatile hydrocarbon-induced fires, explosions, and jet fires that can
reach temperatures of more than 2,000 degrees Fahrenheit (1,100 degrees
Celsius). 

Applied in two layers, Interchar provides up to four hours of fire protection,
helping prevent steel infrastructures from collapsing prematurely and giving
building occupants more time to evacuate safely. In the past, because of
Chartek’s aesthetic limitations, the paint was only infrequently used in
commercial construction applications. However, with the introduction of
technological innovations, Interchar can now deliver the aesthetic versatility
architects seek for exposed steel designs, while also providing the anti-
corrosion and extreme-heat fire protection never before available to the
building industry. Interchar’s formulation produces faster cure times,
superior adhesion to steel surfaces, and an ultra-strong, durable barrier to
the steel beam underneath. In addition, it can be applied in the fabrication
shop in as little as two coats, instead of on-site, where the process is far
more complicated and expensive. 

INTERNATIONAL PAINT
IMPROVED FIRE PROTECTION IN 
HIGH-RISE BUILDINGS

For the past 10 years, Sikkens Joinery, a part of our
Decorative Coatings business, and British-based Titan
Wood have been collaborating on research to study the
effects of various coatings and paints on Accoya®, a
modified pinewood developed by Titan Wood that is as
durable as tropical timber. The results of this research
program are very promising indeed. Not only is Accoya
extremely durable – in some cases more durable than
tropical alternatives – but the pinewood that is the
source material for Accoya is fast-growing and available
in abundance in the Nordic regions of Europe, and in
large areas of North America. Switching from tropical
hardwoods to Accoya means less frequent maintenance,
but perhaps even more importantly, less pressure on
tropical rain forests. 

REDUCING PRESSURE ON 
TROPICAL FORESTS

RESEARCH
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INNOVATION FOR SUSTAINABILITY IN CHEMICALS

Improving Processes, Reducing Impact
For our Chemicals business, 2005 has been a year in which we consolidated
and grew our leadership positions in existing products and markets. This
involved greater R&D focus on improving and renewing production processes.
Our chlorine business, for example, is switching to the latest energy efficient
membrane technology (described in more detail in Climate Strategy). We are
also developing new and more ecologically benign products containing fewer
toxic cleaning and degreasing agents. In recent years, we have seen organic
solvent-based degreasers replaced by water-based mixtures; they in turn were
superseded by fully biodegradable sugar-based surfactants. For the leather
industry, an environmentally-friendly degreasing technology based on the use of
dimethyl ether was developed.

In 2005, a business development department was set up to support the new
Chemicals strategy to grow strong positions in select business segments. 
The department’s goal is to drive the value creation process by means of
innovative business generation in the company’s five strategic focus areas.
Although formally part of the Chemicals business, this department is also home
to an innovation unit which serves all of our businesses.

In all its product and technology development activities, our Chemicals business
is guided by its commitment to sustainable and socially responsible business
practices across the full product life cycle. To increase R&D returns, a gate
model is employed to test whether each product development stage meets the
requisite criteria in terms of a product’s technical and commercial viability, and,
crucially, sustainability requirements.

With more than four billion raw hides and skins being produced worldwide,
the leather industry plays an important role in the world’s economy. One of
the key phases in the leather-making process is removing fat from the
animal skin. Unfortunately, traditional degreasing agents are harmful to
health and the environment. Now, Akzo Nobel has developed a more
friendly degreasing technology, based on the use of dimethyl ether (DME). 
It provides a non-toxic solution with excellent degreasing power and
because it is used in a closed loop process, the DME is recoverable. 

AN ECO-FRIENDLY TECHNOLOGY 
FOR THE LEATHER INDUSTRY

ETHICAL STANDARDS
As a major international company, we have a responsibility
to society to run our businesses in a fair and open way.
And it’s a responsibility we are more than willing to
embrace. Inevitably, however, there are areas and issues
where we have to set out our stall with clear and
persuasive arguments as to why a particular action is
necessary from a business and societal point of view. 
To ensure that the impact of our operations is properly
managed, we adhere to a set of ethical standards that we
are constantly reviewing and updating. Where necessary,
we have clarified our position on certain issues in policy
statements – such as animal testing, genetic modification,
and stem cell research – details of which can be found on
our corporate website (www.akzonobel.com). 

Animal Testing in Research and Manufacturing
Our position is that animal testing is necessary for testing
medicines and chemicals to ensure that they are effective,
reliable, and safe. However, it is not an area we take
lightly and we are constantly appraising how we can
improve conditions, minimize suffering, and where
possible, find alternatives. To that end, we have adopted
the “3R Concept” as a guideline to animal testing
practices: Refine, Reduce and Replace. In simple terms: we
make every effort possible to further minimize the pain
and discomfort experienced by test animals and to search
actively for alternatives to animal testing. 

We firmly believe our pharmaceutical, coatings, and
chemicals products contribute to a better world. 
Our responsibility to society demands we ensure that our
pharmaceutical products meet the highest standards with
regard to therapeutic efficacy and safety. The same
exacting requirements apply to our chemicals and coatings,
which must be rigorously tested for their safety and
environmental impact. This sometimes requires the use of
animals to guarantee accurate results. This type of testing
is only performed when no viable and accurate alternative
exists. Indeed, we continue to strive to eliminate animal
testing wherever we can by working with the appropriate
authorities and interest groups.

RESEARCH
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GENETICALLY MODIFIED ORGANISMS 
IN RESEARCH AND MANUFACTURING
We recognize the potential of GMO (Genetically Modified Organism) technology
as a means to create and develop improved human and animal medicines. 
GMO technology is currently being used to produce several novel
pharmaceutical products. It enables us to manufacture medicines of high purity
in a consistent manner, thereby reducing the risk of unwanted side-effects. 
The production of pure and highly effective pro-fertility products for human use
and marker vaccines for veterinary use are good examples of the advantages
GMO technology can deliver. It brings new therapies for diseases within reach
for which there are no adequate treatments available.

GMO use in Akzo Nobel is limited to the development and production of
medicines. The controversy surrounding GMOs used in food has implications for
all GMO products, although there appears to be greater acceptance of their use
in medicines than in food. We are also aware that GMO technology may, in the
coming decades, offer advantages for our Coatings and Chemicals businesses,
such as improved energy efficiency and reduced levels of non-reusable waste
from our manufacturing processes. We are and will continue to follow the public
debate on GMOs closely through our involvement in industry associations and
research alliances.

Stem Cell Research
Stem cells from animal or human origin are increasingly
important in pharmacological and toxicological research.
Their versatile properties help researchers to gain a better
understanding of the properties of healthy and diseased
tissues and organs. Human stem cells have the advantage
that their use may circumvent some of the problems
associated with translating results obtained in animal cells
to humans. We therefore believe that the use of human
embryonic stem cells is justified for research purposes.

A number of ethical objections to the use of human stem
cells for research have been raised. We acknowledge and
share society’s concern about how stem cells are obtained
and used. For this reason, we have adopted stringent 
criteria for using human stem cells. We adhere to national
and European laws concerning the use of stem cells in
research, as well as to the ethical codes developed by
industry organizations such as EuropaBio and BIO. 
We have chosen to model our criteria on those laid down
by the United States government as requirements for 
eligibility for research funding from the U.S. National
Institutes of Health.

One alternative to animal testing is a technique known as Isoelectric
Focusing (IEF). This technique is used to assure the quality of the fertility
drug Puregon®. In the past it was necessary to use immature female rats to
test the bioactivity of Puregon’s active ingredient, RecFSH. Now it is
possible to accurately measure RecFSH bioactivity by analyzing what is
called the electrical charge profile of molecules through the use of IEF. 
The IEF test has been approved by regulatory authorities in many areas
where we operate, including Europe, the United States, Canada, Australia,
New Zealand, and South Africa. The new test will result in a significant
reduction of in-vivo (live animal) testing compared to in-vitro testing in the
lab. Although in-vivo testing will continue, only one batch in five will require
testing instead of every batch.

HUMAN HEALTHCARE
ISOELECTRIC FOCUSING –
REDUCING ANIMAL TESTING

Our animal healthcare business, Intervet, has conferred its EUR 20,000
Dieter Lütticken award for 2005 on Professor Andrew Hemphill of the
University of Bern for his research into alternatives to animal testing in
veterinary product development and production. Intervet presented the
award, established in 2004 to honor scientists working in research areas
that comply with the 3R concept, to the Swiss-based professor and his co-
researchers for their work in developing and evaluating in-vitro approaches
for the culture and investigation of helminthic and protozoan parasites. 

ANIMAL HEALTHCARE
REWARDING ALTERNATIVES 
TO ANIMAL TESTING
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THE NETHERLANDS 

A WORLD OF COLOR

Innovation is crucial when it comes to color. This is
because today’s modern coatings have to meet a
myriad of ever more stringent requirements – they
need to comply with demanding environmental criteria,
look good, and protect and preserve the value of
objects, irrespective of whether they are buildings,
ships, cars, aircraft or oil rigs. At our research centers
and esthetic centers, such as the one in Sassenheim in
the Netherlands, our experts are constantly seeking
new ways to improve the environmental impact of our
coatings, while at the same time improving overall
quality and aesthetic appeal.

16
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INNOVATION CAN BE TESTING

The challenge for our Coatings businesses is to find methods to
commercially exploit the extensive knowledge being accumulated 
by our many research centers around the world, such as this one 
in Sassenheim, while at the same time driving up environmental
performance. By conducting rigorous testing regimes we can monitor 
and improve performance, identify new applications, and develop 
new types of easy-to-apply coatings with fewer, safer and more 
sustainable raw materials. By continuously analyzing trends and 
market requirements, we are able to ensure our laboratories produce 
both market relevant and sustainable solutions. 

18
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COLOR FOR THE PEOPLE

While the main thrust of our innovation efforts are aimed at creating more
durable, environmentally-friendly products, which meet the safety concerns
of those who apply them every day, we never lose sight of the aesthetic
requirements a product needs to meet. We are the only coatings company
with dedicated R&D color facilities for architectural, car refinishing and
plastic applications. The task of our two aesthetic centers for architectural
coatings in Malmö, Sweden, and Sassenheim in the Netherlands, is to
identify fashion trends and devise color collections for the company’s
decorative coatings brands (Crown®, Flexa®, Levis®, Sikkens®, Wanda®,
Marshall®, Vivechrom® to name just a few). A key task is to formulate the
various country-wide tinting collections – featuring up to 1,500 colors – 
as well as the brand-specific themed collections, which often include
around 30 or 40 colors.

20
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CARING FOR THE PLANET
The management of Health, Safety, and Environment (HSE) is the backbone of
our business. Our managers’ efforts to promote a culture embracing HSE
excellence are evaluated as part of the job appraisal process. Having a fully
developed HSE management system in place to safeguard performance and
drive improvement is mandatory for all our operating sites. Each and every site
has its HSE management system assessed against uniform global standards by
our Internal Auditing Services. All sites are audited on a regular basis, at least
once every five years. In 2005, 42 HSE audits were conducted. From 1998
until 2005, the HSE audit results of our sites in Asia have shown a steady
improvement and meet the high HSE performance standards of all other
geographical areas.

In 2005, we also established an HSE leadership team comprising HSE
managers from all 13 business units. In the fall of 2005, the Board of
Management decided to establish a Corporate HSE staff group to help bolster
our overall HSE performance. By introducing these measures, we have
reinforced the framework for achieving improved HSE performance across all of
our businesses. 

HSE management at Akzo Nobel is characterized by its “cradle to grave”
approach. It does not confine itself to HSE management of our own processes,
but extends along the complete process value chain from raw material
extraction to ultimate disposal or recycling of end products. In the following
section we highlight several aspects of this approach, including the
environmental performance of our own processes. 

RESPONSIBLE CARE AND PRODUCT STEWARDSHIP
We have long adhered to the principles of the Responsible
Care®1 and Coatings Care®2 programs. These programs
extend our HSE efforts to the management of our process
value chains. All our businesses are required to have a
product stewardship system in place. 

In November 2005, a new landmark was reached when the
company signed a declaration of support for the
Responsible Care Global Charter, for both our Chemicals
and Coatings business. Agreed by the International Council
of Chemical Associations (ICCA), the Responsible Care
Global Charter aims to create a common global approach
to Responsible Care and to improve the environmental,
health and safety performance of chemical producers in
the 52 nations that implement the Responsible Care
initiative. The new charter – which further develops the
existing Responsible Care platform – will provide the
company with a strong platform to address evolving
stakeholder expectations and the challenge of sustainable
development. 

As in many developing countries, in Vietnam there is an inevitable tension
between the pressure to pursue economic growth and the need to protect
the environment. Akzo Nobel, which has had coatings activities in Vietnam
since 1995, is playing a role in Vietnam’s economic development by helping
the Vietnamese government establish responsible environmental policies.
Since opening a new Decorative Coatings manufacturing site in Ho Chi Minh
City in October 2004, with a capacity of 10 million liters a year, Akzo Nobel
has become the fourth largest player in the coatings market in Vietnam. 
Decorative Coatings is taking a sustainable approach to its Vietnamese
operations not only in its manufacturing practices and product range, but
also through educational programs offered to painters, sales people,
architects, and building contractors. For example, painters are given
information on the health risks they face from the prolonged use of high
VOC paints. Likewise, for contractors who may be inclined to choose a less
expensive but more toxic product, a cost-benefit analysis for the longer
term, which factors in the health risks to employees, can help to persuade
them to shift to safer alternatives. Decorative Coatings is also engaged in a
dialog with the Vietnam Environmental Protection Agency on the benefits of
stricter environmental standards relating to coatings. And since we are a
leading manufacturer of environmentally-friendly coatings, it is one more
example of how corporate social responsibility can drive business
opportunities.

VIETNAM
BUSINESS THROUGH EDUCATION

As the global leader in the monochloroacetic acid
(MCA) market, our Functional Chemicals business has
adopted global standards on how to handle the
substance. That's why everyone involved in handling
MCA anywhere in the world – our employees as well as
truck drivers and customer personnel – receive
thorough training on the risks of exposure and how to
cope with them. 

And of course, the same stringent requirements and
training regimes apply at every site where Functional
Chemicals operates. Every employee is expected to
meet the business’ mission of “Earning Trust Through
Excellent HSE Performance”. Since the program started
five years ago, more than 1,200 drivers and customers
have been trained. In fact, only trained drivers are
allowed to transport liquid MCA products. 

SAFETY TRAINING
CHEMICALS IN SAFE HANDS

1 Registered trademark of the American Chemistry Council
2 Registered trademark of the U.S. National Paint and Coatings

Association
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Compared to other types of coatings, powder coatings are relatively gentle
on the environment – they are solvent-free, they are applied in contained
spaces so little of the product escapes into the atmosphere, and the excess
powder can be collected and reused. In short, the application of powder
coatings is highly efficient, and therefore cost-effective. But our Powder
Coatings business recognizes that there is still room for improvement, and
so it is aiming to eliminate substances of high concern from its recipes. 
For example, it has eliminated lead-based pigments from all its products.
Powder Coatings in Europe has also succeeded in eliminating TGIC
(triglycidyl isocyanurate), another toxic substance of concern, which is
classified as toxic in Europe, from its products. Indeed, when TGIC was still
the industry standard, Powder Coatings took it upon itself to become the
world leader in TGIC-free technology, producing powder coatings of
equivalent quality to those containing TGIC.

POWDER COATINGS
GENTLE ON THE ENVIRONMENT

Chlorine production is the heart of our Base Chemicals business. Chlorine
and caustic soda are made by splitting salt. This is achieved by dissolving
salt in water and using energy in the form of electricity. Steam energy also is
important in the production of salt. Optimal use of raw materials, waste
streams and energy is essential for an efficient chlorine production. Our
chlorine business, which accounts for 28% of Akzo Nobel’s total net energy
consumption, is constantly optimizing its energy efficiency performance. In
2005 and 2006, three energy-intensive chlorine plants in Hengelo and
Delfzijl in the Netherlands, and Bohus in Sweden will be closed, while a new
plant using the latest energy efficient technology (zero-gap membrane
technology) – the first of its kind in Europe and the second in the world –
will come on stream in Delfzijl in 2006. 
At the same time, capacity at the existing membrane electrolysis plant in
Rotterdam is being gradually expanded from 350,000 tons to 600,000 tons
in 2006. Within a period of four years, approximately 300,000 tons of
chlorine production capacity will have switched from classical technology
(mercury and diaphragm electrolysis) to state-of-the-art membrane
electrolysis technology. Zero-gap will also be introduced at the existing
membrane plants. This will result in an additional saving of 5% in energy
per ton of chlorine. In the remaining mercury electrolysis plant, new anode
developments promise to cut energy use by 5%. In addition, we are
investigating the possibility of introducing advanced membrane technology.

CHEMICALS
OPTIMIZING ENERGY EFFICIENCY

Product stewardship – throughout the entire chain, and including toll
manufacturers and distributors – requires that all health, safety and
environmental aspects of a new product should be considered at the design
stage before a decision is made about the raw materials that will be used.
Under the product stewardship program, our businesses systematically review
their products in order to ensure that they are used safely. Full details of our
policy regarding the substitution of hazardous materials can be found on our
corporate website (www.akzonobel.com). 

In 2005, we signed a contract for the supply of green
power to our Dutch sites without CHP plants. Under the
contract, 170 GWh of green power will be supplied
both in 2007 and 2008. This power will be generated
by feeding CO2 neutral biomass to a new power plant
in Maasvlakte, the Netherlands.

THE NETHERLANDS
GREEN POWER 

OUR ENERGY AND CLIMATE PROFILE
Today our energy efficiency is 19% better than in the 
reference year 1990, and we annually save EUR 90 million
on our energy bills compared with 1990. Since 1990, 
we have also prevented the emission of three million tons
of CO2 by introducing a number of energy savings 
measures and projects. Between 1990 and 2000, there
was a clear year-by-year improvement. This has been
achieved as a result of a variety of measures: the 
establishment of Combined Heat and Power (CHP) plants
which generate energy more efficiently (41% of total
energy savings), production rationalization, energy savings
projects, and good housekeeping. Since 2000, the
downward trend has leveled off indicating that “the low
hanging fruit has been picked”. With a world outlook of
higher energy prices and rising green house gas (GHG)
emissions, we need to further reduce our energy
consumption. In 2005, therefore, we put in place a new
energy efficiency and climate strategy, which includes
2010 targets for energy efficiency and the use of low
carbon sources for power generation.

Our Energy Efficiency and Climate Strategy
The main objectives of the new strategy are to reduce
greenhouse gas (GHG) emissions by improving the energy
efficiency of our processes, improving the efficiency of
energy generation with measures such as Combined Heat
and Power (CHP or cogeneration systems) and by using
energy derived from carbon-free, low carbon or renewable
sources, wherever possible.
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To monitor and promote energy savings, we have our Energy Efficiency Program
(EEP) in place. This database allows us to track the energy efficiency of our
processes expressed as Net Energy Consumption Index (NECI). This index
indicates the net energy consumption for the reporting year as a percentage of
the reference year 1990 (corrected for changes to the product portfolio). 
The chart on the right shows our Chemicals operations’ NECI (excluding the
divestment unit), which represents 74% of Akzo Nobel’s total energy
consumption from 1990 until 2005. In 2005, Chemicals realized a NECI of
76%, an improvement of 3% compared with 2004. For Akzo Nobel as a whole,
our goal is to reduce NECI by 2% from its present value of 81% to 79% by
2010. 

Much of the energy savings potential of Combined Heat and Power (CHP)
generation, a second cornerstone of our strategy, was realized before the year
2000. At present we have a capacity of 670 MW, with a power output of 
5,000 GWh annually. This saves 1.3 million metric tons of CO2 emissions a
year compared to the equivalent amount of energy generated by conventional,
separated generation of heat and power. 

Cogeneration is the biggest contributor to the energy savings. The biggest
cogeneration units are the joint ventures Delesto and Salinco in the
Netherlands. These two joint ventures are non-consolidated companies.
However, Akzo Nobel is in charge of all operational aspects, while energy
savings achieved relate to Akzo Nobel steam consumers. These savings,
therefore, have been fully accounted for in this reporting. With regard to the
level of direct CO2 emissions from the Delesto unit, an agreement was made
with our joint venture partner to have equal shares. This explains why 50% of
direct CO2 emissions have been allocated to Akzo Nobel.

If the joint ventures are excluded, our NECI would rise from 81 to 89%. On the
other hand, direct CO2 emissions would drop from 2.4 (see Our Greenhouse
Gas Emissions) to 1.0 million tons a year.

Another spearhead in our strategy is to use low carbon sources for power
generation. The related performance indicator is Zero/Low Carbon Power
Consumption as a percentage of total power consumption (ZLCPC). For the year
2005, the ZLCPC was 73% (37% from hydroelectric power, 19% from nuclear
power and 16% from other sources, including CHP). Our Pulp & Paper
business, Akzo Nobel’s biggest energy consumer, even reported a ZLCPC
percentage of 85. Our target is to maintain the percentage of ZLCPC at least at
a constant level through 2010.

Our Greenhouse Gas Emissions
In 2005, our direct CO2 emissions were at the same level as in 2004 and
amounted to 2.4 million tons, primarily from CHP plants. Indirect CO2
emissions, as a result of energy used by our processes, amounted to 2.0 million
tons. Both indicators are reported in accordance with the Green House Gases
protocol. We will not set targets for direct and indirect CO2 emissions because
these absolute emissions may increase in the coming years as a consequence of
increased production volumes. Our Key Performance Indicators for reducing
CO2 emissions are Net Energy Consumption Index and Zero/Low Power
Consumption. 

In 2005, an evaluation was made of CO2 emissions caused
by business travel and the transport of finished products
for Akzo Nobel. Road transport is the most frequently used
method of transport worldwide (60%) and accounts for an
estimated emission of 300,000 tons of CO2 emissions.
CO2 emissions from rail transport are far lower than from
road transport and are estimated to be less than 10% of
our total CO2 emissions attributable to the transport of
goods. Air freight has not been included because it only
accounts for a fraction of total transport. An overview of
CO2 emissions by the different sources investigated is
given in the graph below.
In 2005, our Base Chemicals business conducted a
detailed analysis of how it could improve its environmental
performance by optimizing transport shipments (4.4
million tons a year). The study showed that road transport
efficiency can be improved by 6% by changing to full load

SOURCE CO2 EMISSIONS
TONS PER YEAR

BUSINESS FLIGHTS

TOTAL: 460,000

BUSINESS TRAVEL BY CAR (240 MILLION CAR KM)

ROAD TRANSPORT

SEA TRANSPORT

30,000

80,000

300,000

50,000
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deliveries and optimizing the sourcing location. This will lead to a reduction in
CO2 emissions of 700 tons a year. The study’s recommendations will be
implemented in 2006. Apart from CO2, other CO2 equivalent greenhouse gas
emissions from our activities are relatively insignificant (less than 2% of the
total). Consequently, our monitoring focuses on CO2 emissions.

Our Energy Consumption: 2005 Key Data
In 2005, Akzo Nobel’s total energy consumption was 85 Petajoules. This is
equivalent to two million metric tons of oil or the energy used annually by 
1.2 million west European households. Broken down, 36% of our total energy
consumption is chemical energy – i.e. energy required to upgrade raw materials
to chemical products with a higher energy content. The remaining 64% is net
energy consumption, which depends on the chemical production process. 
Our energy efficiency targets are based on the net energy consumption.

ECO-EFFICIENCY ANALYSIS: A TOOL FOR MAKING WELL-BALANCED
BUSINESS DECISIONS
Eco-Efficiency Analysis (EEA) is a method for analyzing the economic and
environmental aspects of processes and products. The analysis basically
involves a careful assessment of costs and impacts over the entire life cycle of
processes or products, including the extraction of raw materials, formulation,
processing, use, and disposal or recycling. This makes it possible for us to

weigh the advantages and disadvantages of alternative
products and processes and to compare our own products
and processes with our competitors in terms of their eco-
efficiency. By doing so we can identify areas where we may
be able to improve our own operations and to exploit
areas where we have a clear advantage over our
competitors. With the information gained from eco-
efficiency analysis, we can also present our customers with
clear arguments about the sustainability advantages which
our products offer. 

In 2005, we initiated seven eco-efficiency analyses,
including a cradle-to-grave assessment of the PVC
(polyvinyl chloride) value chain and a comparison of the
eco-efficiency of a barrier coating called EvCote. In 2006,
we will review the value of EEA as a support tool for
business decisions in the areas of investments, marketing
and technology. 

Water is the enemy of corrugated and full-board boxes.
The corrugated industry has long supplied boxes with
barrier coatings, which are resistant to water and
moisture. At one time, barrier coatings were made from
wax, but modern methods include fluorocarbon and
polyethylene based coatings. However, these packaging
materials are difficult to recycle and cause technical
difficulties in the disposal stage. 

We have a technology license for a coating called
EvCote made from PET (polyethylene terephthalate)
which we believe is more eco-efficient than rival
alternatives. This assumption was tested by carrying
out an Eco Efficiency Analysis (EEA) scan for two
applications in the market for packaging materials for
fruit and vegetables. The study revealed that EvCote
has a significant cost advantage compared to
alternatives (except U.S. Wax), a high material
efficiency and – more significantly – important
ecological advantages during the disposal stage
because of the full recyclability of the boxes. 

RESEARCH
A GREEN FRUIT BOX

Polyvinyl chloride – the plastic referred to as vinyl or PVC – is used in many
everyday products. Made of chlorine and ethylene, it is a key market for
Base Chemicals. To secure and develop the business, it is important to know
what drives the sustainability of the entire salt-chlorine-PVC value chain. 
To establish this, we have studied the eco-efficiency of the Rotterdam
production chain compared to other representative chains. These studies also
included a sustainability analysis of PVC’s major market applications: window
frames and pipes. The comprehensive eco-efficiency analyses – covering the
entire life cycle of the two PVC products and its alternatives – were
performed by an external independent consultant. From an environmental
and economic point of view, PVC proved to be competitive when compared to
the alternative materials for the investigated applications. 

The study also showed that Base Chemicals is moving in the right direction
as far as chlorine production is concerned, with production in Rotterdam
being rated “most” eco-efficient. One of the main reasons for Rotterdam’s
good eco-efficiency performance is the site’s design and location, which
features the safe transport of chemicals via secure pipelines and a well
integrated chlorine production and recycling set-up. Base Chemicals’ strong
focus on the efficient use and production of energy gives the Rotterdam
chain a competitive edge over other production facilities. The eco-efficiency
analysis provides Base Chemicals with the knowledge and tools to identify
potential improvements by rating future decisions on both ecological and
economical impact. It also serves as a guide to support specific initiatives in
the PVC life cycle, such as the recycling of PVC.

THE NETHERLANDS
ROTTERDAM’S COMPETITIVE EDGE
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REACH
The European Union is preparing to introduce new laws on the regulation of
chemicals. Called REACH (Registration, Evaluation, Authorization of Chemicals),
the new legislation is intended to ensure that chemicals are safe for human
health and the environment. We support the objectives of REACH. As a leading
chemicals producer, we recognize that the licensing of processes and products
which release persistent, bio-accumulative and hazardous chemicals is highly
undesirable, and that consumers have a right to know what goes into the
products they buy. REACH, however, will only be good for people, planet and
profits if it is properly designed and implemented. While we support the
European Union’s objectives with respect to REACH, there are still some areas
of concern for us. If the same stringent rules are not applied worldwide, our
concern is that business activities in Europe may be impaired by this legislation. 

We believe REACH offers a clear opportunity for leading chemical companies to
operate in this new space, leading the industry towards sustainable chemistry,
biochemistry and biotechnology. Besides the benefits of greater access to
detailed information, REACH will reduce liability exposure and worker
protection costs and could possibly lead to paybacks in worker health,
consumer trust, and enhanced reputation. More importantly, for companies
such as ours, which already have cutting edge Product Stewardship programs in
place, it offers potential market opportunities. Over the years we have already
adjusted our product portfolio to eliminate, wherever possible, substances
whose health or environmental effects raised concerns. We have also assisted in
voluntary programs such as the U.S. High Production Volume (HPV) initiative
and the International Council of Chemical Associations (ICCA) HPV program.

We are involved in a number of REACH projects funded by the European
Commission by providing input and comments through the European Chemical
Industry Council. Our businesses started preparing for the arrival of REACH in
2003-4 and we will be recruiting additional human resources and expertise, as
well as training current staff. Preparations for hiring and training began in
2005, and preparations for additional IT systems are also well under way.
Our Surfactants business – where a significant part of our REACH efforts are
concentrated – is already gathering and developing complementary toxicity
data to enable it to update risk assessments, compile registration dossiers and
review its product portfolio. A critical parameter will also be to increase the
knowledge base on the risks our products pose to mankind and the
environment. To that end, Surfactants will intensify dialog with its customers
and their own customers.

REACH, however, will require increased animal testing to ensure full compliance
with its legislative requirements. To achieve that, it is vital that we have a
coherent and progressive animal testing and ethical policy (see the Ethical
Standards section on page 14).

SUSTAINABLE WATER MANAGEMENT 
With industry accounting for around 22% of the world’s total consumption of
fresh water, industrial firms have a responsibility to take action to reduce the
burden they place on the availability of fresh water supplies. In general terms,
this means that industry must assess its fresh water consumption, and act to
ensure its activities and products do not compromise limited fresh water
resources. Once water ecosystems fail, they may be lost for generations. 

Monitoring Water Consumption
In 2005, we began detailed reporting of our water
consumption, by both source categories (groundwater,
surface water, and potable water) and applications (cooling
water, process water and drinking water). The largest
single use of water in industry is for cooling purposes.
Process water is required, among other things, to produce
steam for heat, as a solvent, and for washing and cleaning.
The accompanying tables provide an overview of our water
consumption and applications.

Water Consumption, Akzo Nobel 2005 (million m3)
Source Water Consumption
Groundwater 19
Surface Water 267
Potable Water 12
Total 298

Water Applications, Akzo Nobel 2005 (million m3)
Application
Cooling Water 254
Process Water 28
Other 16

Reducing COD Emissions
A key objective of sustainable water management is to
reduce pollutants to surface water. For many years, we
have reported Chemical Oxygen Demand (COD) emissions
as a corporate parameter. COD emission trends between
2000 and 2005 are shown below. In 2005, COD emissions
were 2,416 tons, well below the 3,000 ton target. The
drop compared to 2004 is attributable primarily to the
start-up of several new water purification plants in our
chemicals businesses. By 2010, we aim to further reduce
COD emissions to a level below 1,500 tons a year. 
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India heavily depends on its short monsoon season for
fresh water, and precious water supplies need to be
managed effectively. Intervet India in Pune uses 
160 m3 a day of high quality groundwater, mainly for
production processes but also to a limited extent for
landscaping and reforestation. Until recently,
production process wastewater was discharged
untreated into the environment. Following discussions
with water treatment consultants, a solution was found,
namely photo chemical oxidation. 

After a successful pilot, a full-scale water treatment
plant was completed in early 2005, and is now running
efficiently. The process destroys between 90 and 95%
of non-biodegradable organic substances and gives off
an odorless and clear effluent which Intervet uses for its
landscaping and reforestation activities. The net result
has been a 20% reduction in the use of scarce
groundwater; a tripling of the amount of water
available for reforestation (which also enhances the
soil’s water catchment capacity) and less pollution. 

INDIA
FIRST ECO-FRIENDLY 
WATER SYSTEM

Developing a Sustainable Water Management (SWM) Model
In developing such a model, we started from a definition for sustainable water
management commonly used in literature: “SWM means the integrated
management of all natural and artificial water cycles to preserve water in its
various facets as a resource for existing and future generations.” Management
of a water source is sustainable when the combined users of this source use
less water than is replenished by natural processes or emission/recycling and
the water quality of the source is not affected. The model we have developed
for assessing the sustainability of our water management describes and
quantifies:

• The water source and its natural replenishment (called the hydrological
cycle)

• Consumption from the water source (in many cases there are several uses of
the water)

• Recycling
• Emissions of COD and other pollutants
• Energy required for water processing
• Chemicals used for water processing
• Ecological effects of unsustainable management.

For 2006, the assessment of the usefulness of the SWM model in pilots at
several production sites is planned.

METHODS FOR CLEANING WATER
Reducing water usage and reducing emissions to surface water is by no means
our only contribution to tackling the problem of clean water availability. We
have also developed a number of commercial methods for the cleaning of fresh
and salt water, as illustrated by the example on the right.

One of the most modern production facilities in Europe,
our new Chemicals plant in Skoghall, Sweden, can
produce up to 35,000 tons of ferric chloride a year for
the treatment of wastewater, drinking water, and
process water. The site also produces chlorine and
hydrochloric acid. Together with iron ore, these are
used as raw materials to produce ferric chloride. 
By linking several processes, production at the plant is
more cost efficient and effective, and more manageable
from an environmental point of view. Two of our
chemicals businesses – Functional Chemicals and Base
Chemicals – operate at Skoghall. Both units source
high quality water treatment products from the new
plant. 

SWEDEN
NEW PLANT FOR WATER 
TREATMENT CHEMICALS

Until 2003, our Chemicals site in Deventer – which produces organic
peroxides and rubber chemicals – used 850,000 m3/yr of well water (mainly
for cooling purposes) and 300,000 m3/yr of drinking water (groundwater
extracted from a deep well) for high quality end uses. The permit allows us
to extract up to 900,000 m3 of well water a year. The price for both types
of water has risen sharply year-on-year. With a capacity expansion looming,
the site realized that a more sustainable method of using water had to be
found. A project was started to substitute drinking water with cheaper, low
quality groundwater. 

A groundwater treatment unit (for de-ironing) was installed allowing the
drinking water to be replaced by the untreated well water. However, this
measure alone would have meant that well water consumption would have
exceeded the site’s permit. To address this, a new cooling tower was built at
the site. These measures led to a reduction in water consumption from these
sources of 480,000 m3/yr. Total water consumption was therefore reduced to
less than 700,000 m3/yr, well below the limit of the permit, while the use of
scarce high quality drinking water was replaced with lower quality well water.

THE NETHERLANDS
SUSTAINABLE WATER USE
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SOIL POLLUTION: DEALING WITH THE PAST
A key element in our HSE policy is how to prevent and handle chemical spills
and soil and groundwater contamination on our premises. Unfortunately, at a
number of sites we are having to deal with the consequences of historic soil and
groundwater pollution, leading to substantial costs in the form of environmental
liabilities. At the end of 2005, the total amount of provisions for environmental
cost was EUR 268 million, the majority of which was linked with soil and
groundwater pollution liabilities. Further details of our environmental liabilities
can be found in our Annual Report 2005.

In 2005, we issued a corporate directive aimed at preventing, minimizing and
managing any adverse consequences of soil or groundwater contamination, and
preventing future liabilities. Under the directive, existing sites are obliged to
have a pollution prevention program in place, including measures to prevent
and mitigate potential soil and groundwater contamination. 
Possible contamination of soil and groundwater must be investigated. 
If the potential for unacceptable risk is established, our sites must immediately
inform the responsible group staff and arrange remediation to minimize any
environmental harm and potential liability risks for Akzo Nobel.

Soil and groundwater analyses must be conducted during the due diligence
phase of every acquisition or divestment of property or land. Before entering
into or terminating a property or land lease, a business must perform a
baseline survey. This also applies to the leasing of offices or storage facilities.
Where remediation work is required, we use the latest technologies. 

EMISSIONS INTO THE AIR

Compound Tons per year in 2005
Volatile Organic Compounds (VOC) 5,070
SOx

1 3,830
NOx

1 2,280
Direct CO2 emissions 2.4 million

• SOx emissions come from our CS2 production plants 
• NOx emissions are produced by our Combined Heat

and Power (CHP) plants in the Netherlands and
Denmark.

More detailed information on our direct and indirect CO2
emissions is given in the Our Energy and Climate Profile
section.

Back in 1998, Akzo Nobel became the owner of a chemicals site in
Stretford, the United Kingdom. We decommissioned and demolished the site
in 1999, then conducted a series of environmental investigations. These
found that areas of the site were contaminated with CS2, sulphur and other
minor products, and that an old waste disposal area contained other
contaminants, including asbestos. It also became apparent early on in the
investigation that CS2 had migrated onto an adjacent site. We immediately
started remediation work to address the contamination and to regenerate
the site so that it could be made available for appropriate industrial or
comparable redevelopment. Such an objective was entirely supportive of the
United Kingdom’s national, regional and local policies and guidance and
resulted in the cleaning up of contaminated land and the release of
brownfield land for redevelopment. 

UNITED KINGDOM 
CLEANING UP CONTAMINATED LAND 

Our Cellulosic Specialties business in Ornskoldsvik,
Sweden, produces water-soluble cellulose derivatives
for the global building and paint industries. In 2001,
around 800 tons of organic process waste went into
landfills, but new legislation now forbids this. As a
result, Cellulosic Specialties had to look around for
alternatives to dispose of the three types of waste it
produces. Its response was to come up with solutions
that have virtually eliminated the need for waste
disposal, and are actually generating new income. 

The first waste stream, consisting of organic slurry
made up of 95% of water, is now spread over large
aerobic composts. Once decomposed, it can be used as
fertilizer. A second waste stream, consisting of a
mixture of cellulose and finished product dust, is
incinerated, with the associated benefit that the
process generates heat. Small amounts of the
substance are also composted in the same way as the
slurry. A third waste stream, consisting of filter dust
extracted during production, is now reintroduced into
the production process. 

All three solutions have been successful, and a waste
stream of 1,000 tons (in 2005) is now reused instead
of going into landfills.

SWEDEN
WASTE DISPOSAL: ONE PROBLEM,
DIFFERENT SOLUTIONS

1 estimated values



NON-REUSABLE WASTE

New Definition for Non-reusable Waste
Starting in 2005, we defined all waste that cannot be classified as fuel for
incinerators, according to the International Basel guidelines, as non-reusable
waste. Due to this change in definition, non-reusable waste in 2005 amounted
to 109 kilotons, which was significantly higher than in 2004 (70 kilotons). 
The main reason for the reported increase was that our human medicine
business uses large amounts of slaughterhouse waste as raw material for the
manufacture of heparin. After heparin is extracted, the “used” material is sent
to a waste incinerator and is counted as non-reusable waste, according to the
new definition. Our combined chemicals and coatings businesses produced 
63 kilotons of non-reusable waste, which was slightly lower than in 2004 
(66 kilotons).

Hazardous Waste as a Percentage of Non-reusable Waste
In 2005, we started monitoring hazardous waste as a percentage of non-
reusable waste as a corporate parameter. In 2005, the hazardous waste
percentage amounted to 23%.

MONITORING AND REPORTING RELATIVE PERFORMANCES AND
PERFORMANCE PER PROCESS
As of 2005, we have started to report on environmental emissions relative to
our production volumes.

Our overall relative emissions for 2005 are summarized in the graph below.

In 2005, we reviewed our 2010 targets for environmental performance. 
These targets are listed in the Appendix, together with the performances from
2001–2005.
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ENVIRONMENTAL EMISSION TRENDS AND TARGETS
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BRAZIL 

SUSTAINABLE FORESTRY 

Maintaining the right balance between nature and
industry demands creative thinking. The gigantic new
Veracel pulp mill in Brazil only uses fast growing
eucalyptus trees from sustainable local plantations,
which means optimal use of land. The chemicals
required for the mill are supplied by our Eka Chemicals
business. In fact, the Brazilian facility represents a
milestone in Eka’s plans to manage a substantial part 
of the value chain in pulp and paper production by
managing the total chemicals supply to the mill. 
Our R&D efforts continue to focus on developing
sustainable capacity in terms of chemistry,
measurement, and control of chemical processes 
at our customers’ mills.    

AKZO NOBEL CSR REPORT 2005 33



34



AKZO NOBEL CSR REPORT 2005 35



A CHEMICAL ISLAND

Eka Chemicals has a 15-year contract with Veracel to supply chemicals 
and run chemicals operations at the export-oriented pulp mill, which
is owned by Stora Enso and Aracruz Cellulose and has a capacity of
900,000 tons. Eka’s Bahia operation is made up of several units, including
a sodium chlorate plant, a chlorine dioxide plant, an oxygen plant and
storage tanks for products produced externally. It has the capacity to
produce 58,000 tons of sodium chlorate per annum and 45 tons of
chlorine dioxide a day. Around 70 tons of oxygen is also supplied every
day. The EUR 50 million facility will also serve other key customers in the
region.

36
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A COMMITMENT TO THE COMMUNITY

When Eka Chemicals first made plans to construct a new chemicals plant
in Bahia, Brazil, to supply the Veracel mill, it made a strong commitment
to the local community that it would recruit its workforce from the local
labor market. This also posed a challenge – the area simply lacked the
specialist labor force required to run such a complex operation as Eka’s.
It took 18 months of intensive education and training to bring people up
to the standard Eka expected. The result is a core of skilled local people
who have become loyal employees.  
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OUR PEOPLE
In 2005, we began a journey to increase our focus on talent in Akzo Nobel and
to strengthen our Human Resources processes throughout the company. This
meant the implementation of strong company-wide human resources programs
in order to bring best practices from inside and outside the company into all
our businesses and sites. They are aimed at bringing out the best in our
workforce, fostering a stronger talent culture, and creating and exploiting
synergies between our diverse businesses. The first program that was
introduced is a new global performance appraisal system – the Performance
and Development Dialog (P&D Dialog).

PERFORMANCE & DEVELOPMENT DIALOG
The P&D Dialog provides a consistent process for managers and employees to
hold regular discussions and dialog, when setting objectives and when reviewing
progress towards achievement of business goals. This approach enables us to
have a more consistent way of recognizing and rewarding performance across
Business Units and countries. 

The P&D Dialog helps us to create a ‘performance and development focus’ and
allows managers and employees to work closely together on goals that bring
improved business results. At the heart of this process is the two-way dialog
between managers and employees. 

The process begins with employee-initiated setting of annual objectives.
Objectives can be updated during the year and employees comment on
achievement of objectives at year-end. Managers are expected to provide
feedback and engage in a discussion to help the employee understand the
standards and behaviors of high performance. At the end of the year, the
manager meets with his or her peers to discuss performance standards of the
entire department to calibrate and align performance standards and increase
objectivity.

The P&D Dialog program includes the annual assessment
and development of all our people against a set of 
Akzo Nobel Competencies for all employees and People
Management Responsibilities for all managers. These are
related to our values and provide a framework for
development of all our people at all levels. 

The P&D Dialog program is a key part and building block
of our focus on Corporate Social Responsibility. It provides
us with a strong platform to develop our people and
deliver the quality our businesses require for sustained
growth. 

For the first time in our company’s history, we have taken
a worldwide approach for all the people working for 
Akzo Nobel. In 2005, over 25,000 people used the online
version of the P&D Dialog. Those employees who did not
participate in the program in 2005 will start in 2006.  

Community relations are strengthened when a company
recruits its workforce from the local labor market.
There are considerable business advantages as well –
employee loyalty, for example. But when our Eka
Chemicals business decided that it would build a
chlorate plant in Eunápolis, Brazil, to supply chemicals
to the Veracel pulp and paper mill and committed to
hire locally, it also faced a challenge: the area lacked
the specialist labor force needed to run such a complex
operation. So the operation involved training new hires
as quickly as possible. 

When recruitment ads were placed in local newspapers,
hundreds of applications poured in. An initial group of
28 candidates was selected to take a one-month
training program, after which the pool of candidates
was reduced to 18. These recruits then followed a basic
course in chemicals, followed by on-the-job practical
training, and finally, training on how to run the massive
new Eka Bahia plant. 
This program was carried out in cooperation with a
local technical college, Senai, in Eunápolis, with Eka
providing most of the funding. The recruits were then
placed in posts outside the Eunápolis region, for
additional training. Finally, they all came together again
for practical on-site training in time for the start-up of
the plant in April 2005. With this extensive training,
Eka Chemicals has created a core of skilled local
people, but even those who did not receive job offers
should be able to better compete in the job market
with the skills they have acquired.

BRAZIL 
FAST HI-TECH EDUCATION 
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LEADERSHIP TALENT REVIEWS
In 2005, we also implemented a company-wide standard for the identification
and review of senior leadership potential. As in the past, key leadership talent
is being discussed with all businesses on a regular basis, but we have now
added a common structure and approach to those reviews. This allows us to
focus all our businesses on key leadership challenges, such as developing
greater diversity in our leadership pipeline and a focus on the leadership
challenges in the strongly growing markets. 

The importance of the high quality people management and human resources
systems we are putting in place cannot be understated. We firmly believe that
the processes we have set in motion will engender a fairer, more equitable and
honest performance culture which will drive our company’s performance today
and in the future.

OCCUPATIONAL HEALTH AND SAFETY

Serious Incidents 
We are saddened to report that four of our employees and one contractor lost
their lives in our employ in 2005. Serious HSE incidents involving fatalities or
grave bodily injury to our employees or contractors, and incidents involving
serious environmental, financial, or reputational damage are reported
immediately to the Board of Management. A Root Cause Analysis is mandatory
and the business unit manager involved is obliged to report the results within
three months to the Board of Management. 

In 2005, 15 serious incidents were reported:

• Two employees lost their lives when an explosion occurred at our 
Los Reyes chemicals plant in Mexico 

• A contractor was fatally injured during construction work at our new Veracel
site in Bahia Brazil, when parts of a pipe installation under construction
collapsed

• An employee died when his forklift truck collided with a train in Oulu,
Finland

• A gas leak occurred at our chlorine plant in Rotterdam, the Netherlands.
Fortunately, no injuries were reported 

• An employee was involved in a fatal traffic accident during a business trip
close to Lang Fang in China

• A fire broke out in our Industrial Finishes Plant in Malmö, Sweden
• An employee lost the tips of four fingers after touching moving machinery at

our coatings plant in Ningbo in China
• An employee suffered severe thermal burns when a tank he was filling with

water condensate, overflowed at our chemicals plant in Mons, Belgium 
• A small gas leak occurred at our chlorine plant in Rotterdam. Fortunately,

no injuries were reported.

Apart from the above-mentioned nine incidents, during the year six work-
related employee injuries with more than six weeks absence were reported,
most of them as a consequence of bone fractures.

ANALYZING CURRENT PERFORMANCE 

Graphs indicating health and safety performance and
performance trends for 2005 are given below. 

0 0.5 1.0 1.5 2.0 2.5 3.0 3.5

DEVELOPMENT OF LOST TIME INJURY FREQUENCY RATE
IN % PER MILLION HOURS WORKED

2003

2004

2005

2002

2000

2001

(TARGET 2010)

(TARGET 2005)

Whereas the development of the Total Illness Absence Rate
was at a satisfactory level and improved slightly (2.4% in
2005 compared with 2.5% in 2004), the improvement in
safety performance – observed in the preceding four 
years – stagnated. The 2005 figures (Lost Time Injury
Frequency Rate of 2.3) were higher than in 2004 
(LTI-FR 2.0). This has prompted Akzo Nobel’s management
to make clear its intention to improve its performance in
this area by setting a 2010 LTI-FR target of 1.2% and to
develop aggressive plans to realize that target.

To obtain a more complete picture of our health and safety
performance, in 2005 we started monitoring our
performance using several new indicators 
(see Occupational Health and Safety Progress, page 42).
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A survey of health and safety performance for 2005 and the 2010 targets is
given in the table below.

Performance Indicator Performance 2005 Target 2010

LTI-FR (number of cases per million
hours worked) 2.3 1.2

Frequency Rate (number of 
cases per million hours worked) 7.4 5.0

Number of Contractor LTIs 76 *

Total Illness Absence Rate 2.4 2.2

Occupational Illness Frequency Rate 
(number of cases per million hours worked) 0.5 *
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Our Marine & Protective Coatings (M&PC) business has always pushed its
plants and sites to deliver a high quality health, safety, and environmental
(HSE) performance. Last year it singled out for praise its Korean operation’s
(International Paint Korea) Embedding Safety Culture initiative. Of particular
note were the outstanding Korean Technical Services’ (10-year LTI free)
safety record and the Chilseo coatings factory’s strong HSE focus. In the
year before joining Marine & Protective Coatings, the Chilseo factory in
Korea had five LTIs. Since becoming a part of M&PC in 2002, the plant has
had none. In that time non-reusable waste has been reduced by 90% and its
HSE audit score has improved from 55 to 83%.

KOREA
EMBEDDING A SAFETY CULTURE

More than 13 million workers – not only in heavy industry, but also in the
services, education, and entertainment sectors – are thought to have
suffered impaired hearing at work. With that statistic in mind, new European
Union legislation this year will set the noise threshold for workers at 87
decibels. Our commitment to improve employee working conditions received
a boost last year when we won first prize in a competition sponsored by the
European Agency for Safety and Health at Work. Part of a five-year
campaign to improve health and safety in the workplace, in 2005 the
emphasis was on noise reduction. The European body praised our policy of
promoting ear protection at all our sites, and in particular, Hengelo and
Sassenheim in the Netherlands. “It’s very difficult to motivate people to use
ear protectors and employees are often insufficiently aware of the damaging
effects of noise,” said Corporate Industrial Hygiene Coordinator Hennie
Duijts. “We’re therefore very proud of what we have achieved and hope we
can point the way for others.”

THE NETHERLANDS
SOUND PRACTICES

Protective coatings are used in some of the most
hazardous industrial environments created by man,
including chemical plants, oil and gas exploration,
mines and power stations. Personnel in these industries
are exposed to great risks, ranging from working at
great heights, or in confined areas, to exposure to
hazardous materials and potentially dangerous
equipment. To address the major HSE issues across this
broad spectrum of hazards, International Protective
Coatings has developed a training program called
Intersafe. 

Since Intersafe was launched, 80% of International
Protective Coatings' employees have successfully
completed the course. In fact, employees from other
business units have also enrolled in the program, and
interest among International Protective Coatings'
customers was so great that a customer version has
now been made to allow for in-house training of all
their employees. For sales staff, Intersafe has a dual
function, serving not only as a valuable HSE initiative
but as a valuable marketing tool as well.

INTERSAFE 
PUTTING SAFETY FIRST

OCCUPATIONAL HEALTH AND SAFETY PROGRESS
Several of our businesses have raised the safety
performance improvement target set by our Board of
Management from a factor 2 to an ambitious factor 4 by
2010, using Behavioral-Based Safety techniques (BBS).
The full involvement of business unit management teams
and demonstrated safety leadership at various levels of the
organization is crucial to the success of these processes. 

While our businesses are committing themselves to the
ultimate goal of zero accidents, we are increasingly
realizing what a tough challenge this is. Irrespective of how
many Accident Root Cause Analyses are performed, there
is always the awareness that good safety instructions, the
right protection equipment, and good maintenance are
insufficient by themselves. The human factor needs to be
taken into account. Employees and contractors have to live
up to safety rules and stay focused on their job for every
second of every day. 

In recent years, several of our businesses have been
working with the Behavioral-Based Safety (BBS) program.
One of the core elements of BBS is well structured peer-to-
peer observation using checklists to identify poor work
practices that can result in at-risk situations or accidents.
The results are promising – although instantaneous
changes in accident rates cannot be expected overnight. * In the course of 2006 we will establish targets for these indicators.
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A major lesson learned was that while peer-to-peer observation is an ideal
instrument for use on the shop floor, its success depends on the total
commitment of line management. That’s why our Base Chemicals business,
which will roll out BBS in 2006 and 2007, will start by training its complete
management team. Another Akzo Nobel business, Surfactants, has been
working with BBS for some years and has been convinced of the benefits of the
program.

Occupational health is a broad concept covering much territory: industrial
hygiene and ergonomics in the workplace; organizational matters such as
policies on vulnerable groups; substance abuse and absenteeism; and finally,
the concerns of individuals regarding everything from check-ups and first aid to
access to health and safety information. Our Occupational Health Policy,
Occupational Health Management Framework and Occupational Health
Programs include well defined Minimum Health Management Standards for all
Akzo Nobel sites. To monitor our performance in this field, we established the
Occupational Illness Frequency Rate as a new Corporate Health Performance
Indicator in addition to the Total Illness Absence Rate. 

PEOPLE SURVEY STRATEGY
In 2006, we will conduct a global people survey across all Akzo Nobel
businesses. Subsequently, we will conduct global surveys every three years, 
and smaller pulse surveys in the intervening years. These surveys will measure
employee engagement and focus on how well we are doing in our local
departments and teams with regard to our values, P&D Dialog competencies,
and people management responsibilities. The surveys will include also some
questions from past surveys, particularly where we have previously attempted
to assess our performance and to measure our success in improving our
operations and processes. 

EMPLOYEE CSR SURVEY
How do we view ourselves from a CSR perspective? How do others view us? 
In 2004, we polled 3,000 of our employees to discover how they rated our
performance in the communities in which we operate. What did they think our
neighbors thought of us? Of the more than 1,600 respondents, 73% said they
thought we are doing a good job as a socially responsible company, while 81%

Our health experts are monitoring the health threat posed by the spread of
avian flu and the risk that the virus may mutate and acquire the ability to
spread from human to human. Akzo Nobel has developed a response plan
for all the company's businesses in the event of widespread outbreak.
Guidelines have been drawn up in line with World Health Organization
recommendations. In the response plan, care for the health of our
employees and their direct family members goes hand in hand with a focus
on the continuity of our businesses in the event of an outbreak. Besides
drawing up response plans and contingency plans, we have acquired
considerable quantities of the antiviral medicine Tamiflu. A comprehensive
plan to respond to such a health crisis is consistent with our commitment to
the safety and health of our employees as expressed in our company values
and social responsibility policy. 

HEALTH
AVIAN FLU RESPONSE PLAN 

said they thought we are an environmentally responsible
company. But only 55% thought that we were highly
respected by the general public.

Like many other countries, Canada is facing the
challenges of a changing and evolving workforce. 
As long-term, valued employees retire or leave the
company for new opportunities, there is an ever-
increasing need to transfer knowledge and know-how to
new employees. Our Eka Chemicals operation in
Canada has taken a pro-active approach to meeting this
challenge. Anticipating the retirement of many long-
term employees who are at or near their normal
retirement age, since 2005, Eka Chemicals has initiated
a program to prepare employees for retirement, which
takes into account issues such as whether an employee
would like keep working after the official retirement
date and for how many hours per week. The program
also establishes systems for transferring valuable
knowledge. 

CANADA
PHASED RETIREMENT PROGRAM

Under Brazilian labor law companies employing more
than 100 people are required to ensure that between
2% and 5% of the jobs available go to disabled people.
Since 1999, Organon has had a program in place
called Ser Eficiente, which aims to integrate the
disabled into the working environment by providing job
and career opportunities. Of the first six employees
hired under the program, four are still with the
company. Altogether, Organon employs 13 people who
were hired through the project. These workers have
proven themselves to be responsible, dedicated,
punctual employees contributing just as their
colleagues do to the company’s success.

BRAZIL
JOB OPPORTUNITIES FOR 
THE DISABLED
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COMMUNITY PROGRAM 
As stated earlier in this report, society has high
expectations with respect to how the business community
should contribute to building a more sustainable
environment for the world’s communities. Often that
entails social engagement outside the immediate business
arena. Contributing to the community also has valuable
knock-on benefits for individuals within our organization. 
It is character-building and useful for building skill sets,
and, finally, it boosts morale and adds to the reputation of
the company. With this in mind, and against a backdrop of
a series of natural catastrophes of recent years, in 2005,
we felt it appropriate to set up a community program,
which our employees can call upon for support. We have
set it up in such a way that employees can submit
proposals for projects they would like to personally be
involved in. In this first year, EUR 1.5 million of the budget
was donated to the International Red Cross to support
projects in those areas of the developing world where we
are active. 

Last year large areas of Romania were devastated by
floods. Poor farmers and their working horses in
particular suffered. Horses are essential to the local
economy and are used on farms and to transport
goods. Often they are not de-wormed or vaccinated. 
To try and alleviate the suffering of these animals, and
to help poor families with their livelihood and provide
the owners with information on how to keep the horses
healthy, an Intervet employee, assisted by two
colleagues and three veterinary students, de-wormed
and vaccinated the horses. The owners of the horses
were also given advice on how to look after their
animals properly. The 1,000 horses were treated with
2,000 doses of Intervet’s Equilis® Equenza, as well as
Panacur® suspension.

ROMANIA
EQUINE CARE

RESTRUCTURING IN A SOCIALLY RESPONSIBLE WAY 
The dynamic business environment we operate in demands firm decisions to
preserve a sustainable future for our company. Inevitably this means change is
part of day-to-day business. Such change – which may sometimes result in
restructuring or a divestment – is never easy and requires a sharp focus on
people to help manage the transformation process and ensure high
performance and high quality decisions. 

While all employees of Akzo Nobel are employees at will, and the company
reserves the right to discipline or discharge employees, or to change or revoke
terms or conditions of employment at any time, our core message to our
stakeholders is that we never enter into decisions about restructuring lightly. 

There are also areas where the workforce is growing, for instance, regions
where there is strong economic growth such as Asia and Eastern Europe. 
In these areas and as a result of acquisitions the workforce has grown by 
810 FTEs (Full Time Employees).

The number of employees fell from 61,450 at year-end 2004 to 61,340 at
year-end 2005. 

EMPLOYEES JAN-DEC 2005 
NUMBERS X 1000

2004 2005

COATINGS

CHEMICALS

OTHERS

ORGANON

INTERVET

14.0

5.2

28.8

11.8

61.4

14.1

5.2

29.2

11.4

61.3
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Four Organon employees are actively involved in a project in São Remo, 
a slum (favela) close to São Paolo, to open a community pharmacy and
refurbish a classroom in the local school. Organon pharmacist Patrícia
Mariko Kumagai is involved in coordinating the community pharmacy
initiative together with pharmaceutical research foundation FipFarma. 
Three other Organon employees have been helping to clean and paint a new
multipurpose room for the Girassol school, which runs a pre-school program
for 90 infants in the three to six year age group, completely free of charge
for São Remo families. The pharmacy will make medicine available to São
Remo’s poorer residents, who will also be given counseling from qualified
pharmacists and public health officials. The residents will also have the
chance to see educational videos on matters such as AIDS awareness and
how to prevent Dengue, a tropical disease. 

BRAZIL
PHARMACY AND SCHOOL 
IN SÃO REMO FAVELA

Akzo Nobel provides its newly hired employees with an
array of networking and educational opportunities. 
The company also encourages its employees to get
involved in community and professional associations.
For example, the World Business Council for
Sustainable Development offers a series of programs
and symposia on corporate social responsibility,
including one entitled the Young Managers team. 
Akzo Nobel is proud to have had one of its employees
participate in this worthy organization in 2005.

“It has been a great experience to represent 
Akzo Nobel in the World Business Council for
Sustainable Development’s (WBCSD) Young Managers
Team (YMT) 2005. I now have a better understanding
of the social responsibility and sustainable
development issues the Council faces and of the links it
has with our business. The WBCSD’s member
companies are the most influential in their sectors and
have proven track records in social responsibility.

“The 2005 YMT theme ‘Bring Sustainability from the
Specialist Box into the Mainstream’ has proved to be a
fantastic opportunity to tackle CSR issues in a practical
and pragmatic way. This will enable the YMT
community, and the companies that sponsor them, to
incorporate these lessons in their day-to-day business.
The YMT concluded that CSR cannot be a ‘side activity’
in any company. On the contrary, it needs to be
embedded in the culture and operational practices of a
company with more resources dedicated to developing
it. The 2005 YMT has targeted three work areas:
media, education, and finance. I will be working in the
finance field to raise awareness among investor
community relations managers by demonstrating that
companies which embrace social responsibility
practices can generate more attractive returns for
investors in the short, medium, and long-term. I am
convinced that CSR is here to stay, but that it can only
be successful if it is properly understood,
communicated, and embraced across the company. 
This is the only way to ensure it becomes a core
business component, which has a strong added value
for the business.”

Rogelio Tirado, Manager Business Development,
Marine and Protective Coatings

THE WORLD BUSINESS COUNCIL 
FOR SUSTAINABLE DEVELOPMENT 
YOUNG MANAGERS TEAMEmployees of Organon Hungary are doing voluntary renovation work at a

hospital in one of Hungary’s poorest areas. The renovation work involves
painting, decorating, sewing curtains, and replacing window frames, putting
in new panes, and new flooring and tiling. Our Coatings operation in
Hungary has donated special antibacterial distemper paint and has provided
specialist support. Ten employees of Organon Hungary’s OC (Oral
Contraceptives) team are helping their Coatings colleagues renovate rooms
in the hospital’s gynecology department. A team of enthusiastic hospital
doctors worked closely with Organon and Coatings volunteers in an inspiring
example of inter-company teamwork.

HUNGARY
A QUESTION OF TEAMWORK 

YOUR AKZO NOBEL: TALENT RECOGNIZED 
We rely on a constant infusion of talented people to take this company forward.
Simply put – our people are this company’s future. Your Akzo Nobel is our
global association for recently recruited professionals. The association organizes
events on a country or regional level, ranging from symposia, lectures,
workshops and business games to social gatherings and sport activities. 
The Dutch organization also runs a highly successful mentoring program.
Through the association, recent hires can meet and exchange knowledge, ideas,
and experiences with fellow colleagues from other business units and countries
so that they can learn about and exploit the opportunities within our company.
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VIETNAM 

FAMILY PLANNING  

In recent years, Vietnam has posted spectacular economic
growth. A welcome knock-on effect has been the decline in
the poverty rate. Major investments are now being made
in upgrading the country’s healthcare system and raising
awareness about health issues such as family planning. 
As a world player in contraception and female health,
Organon, our human healthcare business, runs family
planning programs in over 100 countries. It has been
active in Vietnam since 1957 and over the years has
established close contacts with the Vietnamese medical
fraternity, invested in training and information exchange
with doctors, and been involved in campaigns to raise
awareness among the Vietnamese public.

46
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RAISING AWARENESS

The current Vietnamese per capita spending on medicine is EUR 6.40, 
a long way behind most other Asian countries. But Vietnam is rapidly
catching up. In areas such as fertility, top Vietnamese gynecological
hospitals like the Tu Du Hospital in Ho Chi Minh City and the National
O&G hospital in Hanoi are achieving success rates similar to specialized
clinics in Europe. Organon is assisting the Vietnamese government to raise
standards by investing in training and information exchange with doctors
to improve their knowledge about available medicines and how to raise
overall awareness among the public, particularly in the area of family
planning. 
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IMPROVED QUALITY OF LIFE

Organon’s policy is to develop sustainable markets in all 
the countries in which it operates. In Vietnam it contributes to the well-
being of the Vietnamese population by making its latest products available
to both the private and institutional markets. In the latter, it has supplied 
its products in volumes that have made a valuable contribution to the
Vietnamese government’s efforts to raise general health standards.
Vietnam now has a sustainable contraceptive market in the major cities
across the country, with women and doctors taking responsibility for 
contraceptive choice. The result has been improved quality of life, in line
with overall economic development. 
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LIVING UP TO SOCIETY’S 
EXPECTATIONS
Wider society expects progressive businesses to have
sustainable business models. At the same time, it counts
on those companies it regards as leaders to contribute
financially in areas that are often outside their immediate
areas of interest. This is particularly evident when society
is at its most vulnerable, such as in the aftermath of a
natural disaster or when a global epidemic threatens. 
At such moments, society expects the business world to
stand up and be counted. Although the gulf between
business-driven CSR and charity is wide, the payback can
be the same – a positive contribution to society and
probably also an enhanced reputation.

The globalization of markets means that companies have
more opportunity to make a difference to society than
ever. New products are needed for an increasingly diverse
global customer base; new market opportunities are
opening up in the emerging countries; challenges such as
the millennium development goals and climate change
need to be addressed. But what is also becoming apparent
is that there is little point in business, governments,
NGOs, and educational institutions going it alone. 

All the players are increasingly aware that there is much to
be gained by working together in public private
partnerships. At a grass roots level, companies like ours
have an inter-dependant relationship with local
communities. We depend on them to provide a skilled pool
of labor and local communities rely on us to provide
sustainable work and decent wages and working
conditions. By definition, therefore, our role in the daily
lives of our employees and in their communities goes far
beyond a simple employer/employee relationship. 

We believe we can contribute to the communities in which
we operate without ever losing sight of who we are and what
we can deliver in terms of core products, services, skills, and
competencies. We try to do what we do best and to restrict
ourselves to areas where we really can make a difference.
This also determines how we view the United Nations’
Millennium Goals. Meeting goals, such as halving extreme
poverty to halting the spread of HIV/AIDS and providing
universal primary education, all by the target date of 2015,
are not objectives which have a particular focus in our
company. Our most significant contribution comes from our
business operations, which delivers jobs, economic activity,
and prosperity and delivers revenues in the shape of tax
payments. All this contributes to poverty alleviation. We also
have specific projects that contribute to health improvement
and environmental sustainability. In everything we do we try
to balance the interests of our businesses with all our
stakeholders because we believe this is the best way to
create a sustainable world as we believe the following
examples demonstrate. 

Our animal healthcare business, Intervet, is supplying veterinary products to
a special project in India which could benefit more than two million rural
families. Working together with an Indian NGO, the BAIF Development
Research Foundation, vital veterinary products are being made available 
– at a fair price – to self-employed farmers in remote villages. The
agreement with BAIF commenced with a three-month trial in Gujarat and
Karnataka, where around 250,000 families have access to Intervet India’s
livestock range, including vaccines and anti-infectives. Upon completion of
the trial in early 2006 the project was scheduled to be extended
nationwide.

INDIA
MILLIONS TO BENEFIT 
FROM INTERVET PROJECT 

Iron deficiency is the most common nutritional disorder in the world,
affecting 3.5 billion people in the developing world, undermining the health
of 500 million women of reproductive age and leading to more than 60,000
childbirth deaths a year. Iron deficiency also causes a range of other
problems in hundreds of millions of people, such as impaired cognitive
development in children, fatigue, maternal mortality, and low work
productivity. 

Traditionally, one of the most effective ways to combat any deficiency has
been to add supplements to staple foods, something that has been done in
Western countries for the last half a century. However, fortifying foods with
iron has been a challenge as the compounds most readily absorbed in food
leave an unpleasant metallic taste, cause color changes, or even worse,
accelerated rancidity. In response, our Functional Chemicals business has
developed an iron EDTA which causes no problems with taste and is well
absorbed in the human body. Large-scale population trials have proven the
efficacy of iron EDTA in reducing iron deficiency anemia. 

The result is an off-patent drug, Ferrazone®, which offers an effective means
of combating global iron deficiency and iron deficiency anaemia (IDA) for as
little as USD 10 cents per person by using it in staple foods such as bread
or fish sauce. As a business, Iron EDTA will never be one of our high fliers in
terms of profit, but as an affordable product it can deliver enormous health
gains for people around the globe, while still generating a steady income
stream. Last year, Vietnam launched a national fish source iron fortification
program as part of a wider strategy to use food fortification as a way of
providing roughly 30% of the micronutrient requirements of the population
by 2010. 

DEVELOPING WORLD
IRON FORTIFICATION
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Organon, our human healthcare business, has a long history of engagement
in development cooperation through which the company provides its
contraceptive products at affordable prices in developing countries. 
However in 2005, the company adopted a fundamental change in strategy
to move beyond acting predominantly as a supplier of contraceptive
products, towards contributing meaningfully to the Millennium Development
Goals in accordance with our corporate social responsibilities. A key aim is
to support efforts to create sustainable market segments that not only
broaden women’s contraceptive choice but ensure that scarce public
resources are completely focused on those in need.

Accordingly, Organon has collaborated closely with the Dutch Ministry of
Development Cooperation with a view to starting a public private
partnership to strengthen contraceptive resources in Yemen. In Madagascar,
Organon worked closely with the government and other stakeholders to
prepare for the launch of Implanon®, the three-year contraceptive implant
widely anticipated to make a substantial contribution to improving
contraceptive prevalence. 

A necessary prerequisite for Implanon’s introduction is ensuring local
infrastructure and support that allow for appropriate counseling techniques
and insertion and removal by trained health professionals. Organon also
won important contracts with the U.S. Agency for International Development
to supply three million vials of Megestron®, its long acting injectable
contraceptive, and is a pre-qualified supplier of the United Nations
Population Fund (UNFPA). Our products are being used in sponsored family
health programs in developing countries. Finally, Organon continued to
support adolescent education programs in Laos and Thailand in 2005. 
In Thailand, Organon is working with the Thai Department of Health and
Rajabhat University to develop a training curriculum for providers of
education on reproductive health to adolescents. 

In addition, Organon is working with Chulalongkorn University in Bangkok to
develop a model for a school curriculum on human sexuality to support the
spread of knowledge about reproductive health, sexuality, contraception,
and sexually transmitted diseases among secondary school students. 
In Laos, Organon is working with the Laotian Ministry of Health to focus on
the reproductive health needs of factory workers (age 16-25) in the capital
Vientiane City and in Pakse. One of the common themes running through all
of these projects is working in partnerships with other stakeholders.
Together we are better able to build sustainable reproductive health
initiatives that contribute to the health of mothers and children and help to
reduce extreme poverty in developing countries. It’s an approach that has
driven our activities in 2005 and will continue to do so in the future.

HUMAN HEALTHCARE
CREATING SUSTAINABILITY THROUGH 
LONG-TERM PARTNERSHIPS

In Vietnam, environmental awareness is still a novelty
for most people. Our Coatings business is a relative
newcomer to the country. With the new state-of-the-art
facility on the outskirts of Ho Chi Minh city, Coatings’
goal is to introduce the same high standards it
maintains all around the world. But it understands in
some countries this may take longer to reach these high
standards than in others. The cause may be a poor
infrastructure, lack of waste recycling facilities or simply
cultural or historical reasons. In Vietnam, Coatings has
started by going back to basics. That means bringing all
concerned – painters, sales people, architects, and
contractors – up to scratch on its products and
standards by training them properly. Only by beginning
with the fundamentals is it possible to build a lasting
business.

VIETNAM
BUILDING A SUSTAINABLE 
COATINGS BUSINESS

STAKEHOLDER DIALOGUE AND COMMUNITY
INVOLVEMENT
Stakeholder dialogue is a part of mainstream business
practice. By engaging our stakeholders – employees and
their families, customers, shareholders, communities,
investors, regulators, suppliers and their employees, and
non-governmental organizations – we benefit in a number
of ways. 

We can take on board input and ideas; we are better able
to anticipate and manage conflict; and we improve our
decision-making processes. Such dialog also enables us to
build consensus amongst groups and individuals with
divergent views, strengthen relationships, and enhance our
corporate reputation. 

By listening to all our stakeholders it is possible to develop
a shared agenda and to reply constructively to objections
which, if left unaddressed, may jeopardize a business
operation. A good example is our Cross-Linking Peroxides
(ANCP) plant in Ningbo, China (see page 7). 
Direct engagement with customers and other interest
groups can also be helpful in guiding our decisions about
new products and services and our entry into new markets,
and it can help us to strengthen our positions in existing
markets. 

There will inevitably be areas and occasions when our views
will never coincide with those of all stakeholders. 
For instance, we have a clear policy on animal testing (see
page 14), one which – while recognizing that we cannot end
all animal testing today or tomorrow – commits us to
reducing, replacing, and refining animal testing. 
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In the end, we recognize that there will always be people with a deeply held,
principled – and even, at times, aggressive – opposition to all forms of animal
testing. In these cases we have no other option but to explain our position and
accept the fact that we will be unable to resolve our differences. Agree to
disagree is sometimes the best available option.

ECONOMIC VALUE FOR INVESTORS AND OTHER PROVIDERS OF CAPITAL
Good relationships with investors and financial analysts are vital for building a
sustainable business model. Our Investor Relations (IR) department is
responsible for communications to all our shareholders. The IR team uses a
variety of information channels – including press releases, roadshows,
presentations at industry conferences, and dedicated analyst and investor days
– to explain and clarify the company’s operations, performance, and strategy.
In 2005, we had various meetings with analysts and fund managers specifically
focusing on CSR issues. We also presented our company’s policy at two
conferences on socially responsible investing (SRI). The stronger focus is a
reflection of the demand for greater accountability compared with previous
years. Our inclusion on the Dow Jones Sustainability Indexes will only serve to
prompt greater interest from SRI-focused investors.  

In Venezuela, our human healthcare business, Organon, is helping to
improve the health of young women by contributing to a program in the
three poorest regions of the country. The goal is to reduce mortality among
young mothers by avoiding unwanted pregnancies and by improving access
to healthcare and information. The program includes educational programs;
support for local medical services; and the provision of medical supplies,
including antibiotics and contraceptives. Organon is providing USD 20,000
to the program to pay for travel, training, and hardware expenses.
Organon’s employees are assisting in the training of participants and taking
part in lectures and workshops.

VENEZUELA
REDUCING MORTALITY 
AMONG YOUNG WOMEN

Several years ago, a disturbing trend came to light in the industrial area of
Rotterdam known as Rijnmond. For no obvious reason, there was a jump in
the number of accidents. Our Base Chemicals facility in Botlek joined forces
with other companies operating in Rijnmond not only to investigate, but to
set up a knowledge sharing network to exchange information on best
practices in safety management. 
The result was the establishment of “Deltalinqs University”, which has
organized a full schedule of safety workshops on topics such as incident
response and risk management. With around 80 heavy industrial companies
operating in the area, safety is clearly a vital concern for the community.
Since the partnership came into being, accidents have fallen significantly. In
fact, the Dutch government has been so impressed that it has inquired into
the feasibility of “exporting” the concept to other locations where there are
high concentrations of heavy industry.

THE NETHERLANDS 
EXCHANGING BEST PRACTICES

Our Powder Coatings site in Como, Italy – close to the
beautiful Lake Como region – is a wonderful example of
how industry and nature can co-exist. The first in Italy
to obtain ISO 14001 certificate for its environmental
management system in 1995, the Como site has
continued to pursue a well-balanced approach to
People, Planet and Profit. In 2002, capacity at the site
was doubled: more land was acquired, new facilities
were constructed and an existing office building was
renovated. The new factory has been designed to
minimize environmental impact, with sophisticated
computerized control systems for energy and water.
Environmental harmony extends to the exterior, where
the colors blend with older buildings nearby and with
the natural greenery of the surrounding hills.

ITALY
BALANCING BUSINESS 
AND NATURE

Air pollution from motor vehicles is one of the
Netherlands’ most serious environmental problems.
From harbors like Rotterdam – one of the world's
largest – endless queues of trucks depart for
destinations all over Europe, emitting vast amounts of
CO2, carbon particulates, and other pollutants. 
A simple look at the map will tell you that more
efficient use of Holland's waterways to transport goods
could greatly reduce emission levels. Seeing the
benefits, our Base Chemicals Hengelo site proposed
building a container terminal on idle land adjacent to
the harbor and contacted other companies in the region
that might be interested. 

Local residents were then consulted and when no
objections were raised, work began. Within three years
– a remarkably short time for such a project in the
Netherlands – the container terminal was operational.
It has proven to be a great success for all concerned.
Turnover is 45,000 containers a year, and expected to
double by 2010. Emissions have been reduced by
hundreds of tons, transportation costs have been
reduced, and the soil has been cleaned up using newly
developed methods that were less costly than originally
expected. By bringing together so many stakeholders 
– residents, industrial companies, and government
agencies – we were able to make an important
contribution to society and to strengthen our
reputation as a responsible corporate citizen.

THE NETHERLANDS
PARTNERSHIPS IN LOCAL 
COMMUNITY
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Financial Performance
Strategically, 2005 was an important year, as it marked the start of renewed
growth for the company. For Organon, our human healthcare business, it was
also the year in which the sales decline finally bottomed out. Intervet, our
animal healthcare business, started to reap the fruits of a comprehensive
efficiency operation conducted in 2004 and 2005, resulting in improving
margins. For Coatings, difficult market conditions and rising raw material prices
may require additional measures to control costs in the short term. 
For Chemicals, we identified units considered to be able to maintain or achieve
strong market positions and provide opportunities for healthy growth; business
activities which failed to meet these criteria are being divested. Following the
regrouping, the remaining five Chemicals business units form a more consistent
portfolio with attractive and sustainable positions.

2005 was a good year, but adversely affected by difficult economic conditions
in Europe and the effect of the disposals from the Chemicals group. Both
revenues, at EUR 13.0 billion, and net income, at EUR 961 million, were
virtually the same as in 2004. Our profitability, net of incidentals, was more or
less flat as compared with 2004, in spite of increased raw material and energy
prices. The balance sheet showed improvements; shareholder’s equity at year-
end 2005 amounted to EUR 3,415 million compared to EUR 2,596 million at
the beginning of the year (as defined under IFRS accounting rules). In 2005, the
company booked 25% taxes on its income and paid EUR 391 million.

Further details of our financial performance are available in our Annual Report
2005 to be found on our corporate website (www.akzonobel.com). 

EVA
Economic Value Added (EVA) is a key tool for managing our company,
measuring performance, and making investment decisions. It is also used as one
of the criteria for determining discretionary bonuses for both management and
employees, which stimulates the focus on capital productivity and value
creation. In 2005, EVA was EUR 467 million, up 185 million from the
comparative 2004 figure.

Last September, we were listed on the World and Stoxx Dow Jones
Sustainability Indexes for the very first time. Launched in 1999, these two
indexes track the financial performance of the leading sustainability-driven
companies worldwide. An analysis of our performance identified both our
strengths and weaknesses. On the plus side were our long-term partnerships
and capacity building projects with stakeholders in the area of corporate
citizenship and corporate philanthropy; the introduction of a product
stewardship management system for all business units; the fostering of a
strong cradle-to-grave product stewardship awareness; and the development
of a raw materials policy statement. On the debit side, and it’s an issue we
are addressing, was our failure to fully involve stakeholders in product
evaluation during the product stewardship process. 

HOW STAKEHOLDERS PERCEIVE US: 
AN OUTSIDE VIEW BY DJSI

Shares and Share Price Development 
In 2005, our share price performance was +25%; 
EUR 1.20 per share was paid out in dividend in 2005,
yielding an overall total shareholder return of 29%. 
At December 31, 2005, our subscribed share capital
consisted of 286,147,260 common shares and 48 priority
shares; in 2005 no new shares were issued. The company’s
own holding of common shares related to the
management’s stock option plan amounted to 374,021
shares.

The total number of shares held by the Board of
Management was 13,099. These holdings exclude the
performance share plan, which is a part of the long-term
incentive compensation for management, conditional on
several performance criteria. 

In 2005, Board members received a total of 99,000
common shares as part of their performance-related
variable remuneration. The share option plan for Board
members is described in detail in the Annual Report 2005.
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• Specifies the criteria that need to be fulfilled before
gathering information about employees and
customers, how it may be processed, and who will
have access to the data 

• Guarantees consistency in the data collection process 
• Specifies when consent is required for the use of

personal data 
• Establishes policies for employees to access their

files and to correct them 
• Specifies the systems for the storage, removal, and

updating of personal data 
• Defines “sensitive data” and limits its collection and

use 
• Establishes policies to ensure security and

confidentiality 
• Limits disclosure to third parties 
• Establishes policy for managing complaints on the

use of personal data.

PRIVACY CODE IN BRIEF 

VENDOR POLICY RESULTS
Akzo Nobel requires its suppliers to comply with certain specifications: 

• Products and services must meet high health, safety, and environmental
standards 

• Employees must be recruited, hired, and promoted on the sole basis of
suitability for the job 

• Employees must have safe and healthy working conditions
• Harassment of any kind and exploitation of child labor is prohibited 
• The laws in the countries in which suppliers operate must be observed, and

fundamental human rights supported, in line with the legitimate role of
business. Proper regard must also be given to health, safety, and the
environment in order to contribute to sustainable development

• Bribery and any other form of unethical business practice is prohibited
• All business transactions with Akzo Nobel must be accurately and

completely recorded.

With respect to non-product related goods and services (NPR) contracts, we
have requested 35 key suppliers to comply with our vendor policy (also see
www.akzonobel.com). To date, 30 suppliers have confirmed that they will do so.

PRIVACY CODE: PROTECTION OF PERSONAL DATA
We recognize the importance of protecting personal data.
Employees, suppliers, customers, clinical trial patients:
anyone who provides us with their personal data should
feel confident that the information they provide is treated
with full confidentiality. To emphasize this, we have
committed to implementing a global Privacy Code of
Conduct, thereby guaranteeing a consistent level of
protection of personal data throughout the entire
organization. This means, for example, that a job
application will be processed with the same safeguards
whether an individual applies for a job in the Netherlands,
China, or anywhere else.

The Akzo Nobel Privacy Code of Conduct will be
implemented globally, facilitating international transfers of
data within our organization, while at the same time
offering a high and consistent level of protection of data
across the globe.
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Akzo Nobel’s common shares are listed on Euronext Amsterdam and NASDAQ (as American Depositary Shares).

At year-end 2005, 59% of Akzo Nobel’s shares were held in the United States, 18% in the Netherlands, 4%

in the United Kingdom, and 19% in other countries. About 90% of the total number of shares were owned by 

institutional investors, the remainder by private investors. Under the Dutch Major Holdings Disclosure Act,

ING has declared a 5% position in Akzo Nobel common shares.

Akzo Nobel share price

Bloomberg Europe Chemicals Index (rebased)

Bloomberg Europe Pharmaceutical Index (rebased)
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APPENDICES
Although we have a clear commitment and ambition to be best in class in
Corporate Social Responsibility (CSR), we regard it as a continuous learning
process. Within the boundaries of our Core Values and Business Principles, as
well as our corporate ambition to further embed CSR into our daily business
practices, we require local management and employees to find the best ways to
realize our ambitions in their respective countries. We are continuously
improving our management information systems and data gathering processes.
Furthermore, we welcome an active dialog with our stakeholders, and give their
opinions the serious consideration they deserve. With this process in mind, we
expect the clarity, consistency, and accuracy of our reporting to further improve
over time. 

SCOPE
This report covers our global activities and performance in the field of CSR.
Specifically it includes quantitative and qualitative data relating to the calendar
year 2005. This has, by and large, been obtained from our financial
management reporting system and the reporting system for corporate 
Health, Safety & Environment (HSE) performance indicators.

SELECTION OF TOPICS
We appreciate the work of the Global Reporting Initiative. We have used their
Sustainability Reporting Guidelines as the framework for the selection of topics
for this report. An index of all indicators used according to the Global
Reporting Initiative (GRI) Guidelines can be found on our corporate website
(www.akzonobel.com). We also used information from third party
questionnaires, notably the influential Dow Jones Sustainability Indices, and
feedback from various stakeholders.

REPORTING PROCESS
We have no separate, overall information system in place for CSR reporting,
which is comparable with the financial management information system used for
obtaining information for the annual report, nor are we developing such a
system. Instead, we would prefer to integrate CSR aspects into our standard
reporting systems – a logical consequence of seeing CSR as a normal part of
business. One example of such reporting systems is a database for yearly
performance data covering our 14 corporate HSE parameters, which we are
developing at this moment.

We are confident in the overall reliability of the data
reported, but recognize that some of these data are
subject to a degree of uncertainty inherent to limitations
associated with measuring, calculating, or estimating data.

At the end of the process, senior managers approved the
data used in the sections of the CSR report relating to
their respective areas of responsibility.

As was the case with our first CSR report for 2004, this
2005 report has been reviewed by independent, external
auditors. We requested the external auditors to review the
reliability of the consolidation process for the quantitative
data (in addition to the review of the reliability of the
descriptive data in relation to policy and management).

For the auditors’ assurance statement, see Annex 2.

FURTHER INFORMATION ABOUT AKZO NOBEL
This report only covers limited aspects of our activities. For
a more complete picture of our activities we refer readers
to our annual reports and the Annual Report on Form 20F
filed with the SEC in the U.S., as well as our corporate
website (www.akzonobel.com).

1 REPORTING PRINCIPLES/GRI GUIDELINES 
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2 ASSURANCE REPORT
ENGAGEMENT AND RESPONSIBILITIES
We have received the assurance engagement to review the CSR Report 2005 of
Akzo Nobel N.V. The scope of the CSR Report 2005 and the reporting
principles, including any inherent limitations that could affect the reliability of
the information, are set out on page 59 of the report. This report is the
responsibility of the management of Akzo Nobel N.V. Our responsibility is to
independently express a conclusion on the descriptive data in relation to policy
and management and on the consolidation process underlying the data in this
report. Our assurance engagement did not include a review of the accuracy of
the quantitative performance data itself, nor did we review the comparative
quantitative performance data. On page 59 of the CSR Report 2005, the
management of Akzo Nobel N.V. has explained its reasons for the scope
limitation of our assurance engagement. A review engagement is aimed at
obtaining a limited level of assurance for our conclusions. The extent of
evidence gathering procedures is less than that for an audit and therefore a
review provides less assurance than an audit.

SCOPE OF WORK PERFORMED
We conducted our review in accordance with the standard for assurance
engagements generally accepted in the Netherlands, as issued by the
International Federation of Accountants and the Royal Netherlands Institute of
Registeraccountants (Royal NIVRA), the Exposure draft of NIVRA’s Assurance
Standard 3410 ‘Assurance Engagements Relating to Sustainability Reports’ and
the Dutch Code of Professional Conduct for Registeraccountants (GBR-1994). 
Our principal review procedures were:

• Obtaining an understanding of the sector and its relevant social
responsibility issues

• Assessing the reliability of the consolidation process in preparing the 
CSR Report 2005

• Examining, on a test basis, evidence supporting the descriptive data
provided, and studying relevant company documents

• Conducting interviews with the responsible company officers at Group level,
Business Area and for Energy at Business Unit level in the Netherlands,
mainly for the purpose of assessing internal control in relation to the
consolidation process and the plausibility of the descriptive data in the 
CSR Report 2005

• Evaluating whether the CSR report covers all material topics that result from
Akzo Nobel’s policy in relation to CSR. 

CONCLUSIONS
Based on the review procedures performed and without having reviewed the
accuracy of the quantitative performance data itself, nothing has come to our
attention that causes us to believe that:

• The description of policy and measures in the CSR Report 2005 of 
Akzo Nobel N.V. do not properly reflect the efforts made in 2005

• The consolidation process underlying the quantitative data included in the
CSR Report 2005 of Akzo Nobel N.V. is not reliable in all material respects

• The CSR Report 2005 of Akzo Nobel N.V. does not address all material
topics that result from Akzo Nobel’s policy in relation to CSR.

Rotterdam, April 6, 2006 
Ernst & Young Accountants
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3 DEFINITIONS
CO2
DIRECT CO2 EMISSIONS 
(SCOPE 1 GREENHOUSE GAS PROTOCOL)
The sum of fuel combustion and process-
related direct CO2 emissions from stationary
sources on Akzo Nobel premises in the
reporting year (new non-financial reporting
parameter in 2005).

COD 
CHEMICAL OXYGEN DEMAND OF DIRECT
DISCHARGE TO SURFACE WATER
The amount of oxygen required for the
chemical oxidation of substances in the
wastewater effluent that is directly
discharged into surface waters in the
reporting year (current non-financial
reporting parameter).

CLTI 
NUMBER OF CONTRACTOR LOST TIME
INJURIES
The number of Contractor LTIs for the
reporting year (new non-financial reporting
parameter in 2005). 

GREENHOUSE GASES 
Gases that contribute to the so-called
greenhouse effect (global warming) as
defined in the Kyoto Protocol (including CO2,
CH4, N2O, PFCs, HFCs and SF6).

LOR 
LETTER OF REPRESENTATION
A declaration by company officers (in
particular Business Unit managers) about
their business conduct: “We have conducted
our business in accordance with external
rules, laws, and regulations and worked in
conformity with Akzo Nobel's Company
Statement, Corporate Directives and
Business Principles.” The declaration is made
annually.

LTI 
LOST TIME INJURY (LTI)
An instantaneous work-related event or
exposure resulting in the employee/
contractor being unable to work his or her
next scheduled shift.

LTI-FR 
LOST TIME INJURY FREQUENCY RATE
The number of Lost Time Injuries (employees
only) for the reporting year per 1,000,000
hours worked (current non-financial reporting
parameter).

OIFR 
OCCUPATIONAL ILLNESS FREQUENCY RATE 
The number of occupational illness cases for
the reporting year per 1,000,000 hours
worked. Cases involving no absence from
work are also counted.

TIAR 
TOTAL ILLNESS ABSENCE RATE
The number of working hours lost per year
due to all illnesses and injuries, as a
percentage of the scheduled working hours
per year (current non-financial reporting
parameter).

VOC 
VOLATILE ORGANIC COMPOUNDS
EMISSIONS TO AIR
The quantity of halogenated and non-
halogenated organic compounds, including
CS2 and COS discharged to air in the
reporting year (current non-financial
reporting parameter).

ZERO/LOW CARBON POWER
CONSUMPTION AS A PERCENTAGE OF
TOTAL ENERGY CONSUMPTION
The electrical energy consumption from zero
or low CO2 emitting sources, such as hydro,
solar cells, biomass, wind (“green” sources),
nuclear and Combined Heat and Power
(CHP), as a percentage of the total electrical
energy consumption in the reporting year
(new non-financial reporting parameter in
2005).
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4 KEY PERFORMANCE DATA
2001 2002 2003 2004 2005 Target 2010

Number of Serious Incidents a > > > > 15 0
Lost Time Injury Frequency Rate* 3.6 3.0 2.8 2.0 2.3 1.2
Total Reportable Rate of Injuries* > > > > 7.4 5.0
Number of Lost Time Injuries of Contractors > > > > 76 (b)
Total Illness Absence Rate in % 2.7 2.6 2.5 2.5 2.4 2.2
Occupational Illness Frequency Rate* > > > > 0.5 (b)
% Zero and Low Carbon Power Consumption > > > > 73 72
Net Energy Consumption Index (1990 = 100%) 81 80 81 80 81 79
Direct CO2 Emissions (Millions of Tons) > > > > 2.4 (c)
Chemical Oxygen Demand, Discharge to Surface** 4.0 3.6 3.2 3.7 2.4 1.5
Volatile Organic Compound Emissions to Air** 6.3 5.7 5.8 5.3 5.1 4.0
Non-reusable Waste** 126 97 95 70 109 75
Hazardous Waste as % of Non-reusable Waste 49 23 19 15 23 (d)
Fresh Water Consumption*** > > > > 298 (b)

IFRS NL GAAP 1

SELECTED FINANCIAL DATA 2005 2004 2003 2002 2001 2000
Revenues (EUR mln) 13,000 12,833 13,106 14,059 14,158 14,069
Operating Income (EUR mln) 1,486 1,527 1,064 1,362 1,198 1,487
Net Income (EUR mln) 961 945 602 818 671 947
Net Income per Share  (EUR) 3.36 3.31 2.11 2.86 2.35 3.31
Dividend per Share (EUR) 1.20 1.20 1.20 1.20 1.20 1.20
No. of Common Shares Outstanding (mln) 285.8 285.8 285.7 285.7 285.9 285.9
Capital Expenditure (EUR mln) 514 551 581 689 822 725
Operating Income as % of Revenues 11.4 11.9 8.1 9.7 8.5 10.6
Operating Income as % of Invested Capital 19.3 20.0 12.7 15.1 12.8 16.7
Interest Cover 9.5 10.6 6.4 6.7 4.7 6.1
Gearing 0.44 0.42 0.92 1.46 1.34 1.50

1 The 2000 - 2003 figures have not been restated to IFRS accounting standards. 

The differences mainly relate to pensions and other postretirement benefits, 

the recognition of deferred taxes on intercompany profit, and the recognition of goodwill. 

For the most part, the changed accounting is a matter of timing of the recognition 

of the assets, liabilities and related results.

(a) Serious incidents involving fatalities or grave bodily injury to our 
employees or contractors, and incidents involving serious environmental,
financial or reputational damage.

(b) No target defined yet, management system under construction
(c) No target: absolute figure, related to magnitude of business activities
(d) No target: percentage of hazardous waste is for information only. 

Target is focused on reduction non-reusable waste

> introduced in 2005
* per 1 million hours worked
** metric kilotons
*** million m3
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5 GLOBAL COMPACT STATEMENT
THE TEN PRINCIPLES OF THE GLOBAL COMPACT
Akzo Nobel embraces, supports and enacts, within its sphere of influence, the
Ten Principles of the Global Compact. This is a set of core values in the areas of
human rights, labor standards, the environment, and anti-corruption.

HUMAN RIGHTS
Principle 1 Businesses should support and respect the protection of 

internationally proclaimed human rights; and
Principle 2 make sure that they are not complicit in human 

rights abuses.

LABOR
Principle 3 Businesses should uphold the freedom of association and 

the effective recognition of the right to collective bargaining;
Principle 4 the elimination of all forms of forced and compulsory labor;
Principle 5 the effective abolition of child labor; and
Principle 6 the elimination of discrimination in respect of employment 

and occupation.

ENVIRONMENT
Principle 7 Businesses should support a precautionary approach to 

environmental challenges;
Principle 8 undertake initiatives to promote greater environmental 

responsibility; and
Principle 9 encourage the development and diffusion of environmentally 

friendly technologies.

ANTI-CORRUPTION
Principle 10 Businesses should work against all forms of corruption, 

including extortion and bribery.

6 SAFE HARBOR
STATEMENT*
This CSR Report contains statements which
address such key issues as Akzo Nobel’s growth
strategy, future financial results, market
positions, product development, pharmaceutical
products in the pipeline, and product approvals.
Such statements should be carefully considered,
and it should be understood that many factors
could cause forecasted and actual results to differ
from these statements. These factors include, but
are not limited to, price fluctuations, currency
fluctuations, progress of drug development, 
clinical testing and regulatory approval,
developments in raw material and personnel
costs, pensions, physical and environmental risks,
legal issues, and legislative, fiscal, and 
other regulatory measures. Stated competitive
positions are based on management estimates
supported by information provided by specialized
external agencies. For a more comprehensive
discussion of the risk factors affecting our
business please see our Annual Report on Form
20-F filed with the United States Securities and
Exchange Commission, a copy of which can be
found on the company’s corporate website
www.akzonobel.com. The 2005 Annual Report on
Form 20-F will be available in the second quarter
of 2006. 

* Pursuant to the U.S. Private Securities
Litigation Reform Act 1995. 

DISCLAIMER 
In this report, great care has been taken in
drawing up the properties and qualifications of
the product features. No rights can be derived
from these descriptions. The reader is advised to
consult the available product specifications
themselves. These are available through the
relevant business units. In this report the terms
“Akzo Nobel” and “the company” refer to 
Akzo Nobel N.V. and its consolidated companies
in general. The company is a holding company
registered in the Netherlands. Business activities
are conducted by operating subsidiaries
throughout the world. The terms “we,” “our,” and
“us” are used to describe the company or refer to
the business concerned. 
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