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Profile 1 — Strategy and Analysis
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?SEOTT BADER oo

Report According to Global Compact

Joining the UN Global Compact initiative represents an additional step made by
Scott Bader towards participating in promoting the principle of the responsible

conduct of a company in a business and general social environment.

The statement of the President of the Board regarding support
to Global Compact

Scott Bader d.o.o. (named Chromos Tvornica Smola d.d. at the time) joined
Global Compact in 2007, recognising the value of this initiative on the broad
international level as well as its value for the Company itself, through the possibility of
evaluating and improving its business performance on a daily basis. At the same time,
it is also a chance for the Company's presence and example on the market, alongside
with other companies who consider their true profit being made only when it is made
with socially responsible business performance, participate in improving the business
climate, business performance incorporating human rights, respecting the
environment and respecting all the principles which Global Compact has categorized

into the ten most important principles of corporate social responsibility.

On behalf of Scott Bader d.o.o., our first report on Global Compact pages
includes my statement by which we give our full support to Global Compact and that
our goal shall be to work continuously on promoting the concept of corporate social

responsibility and every individual principle of Global Compact.

March 2009
Andrej Potezica

President of the Management Board

442
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Profile 2 — Organizational profile

Social Responsibility in Business Performance

Social responsibility is one of the founding principles of our Company, as a
general idea representing the commitment of SCOTT BADER d.o.o. to perform its
activities in a fair, responsible manner and with consideration towards its business
partners, employees and owners.

This is also the founding principle of the founder of Scott Bader, expressed
through the Commonwealth organization (employee unity), based on the decisions
and acts of Ernest Bader, the founder and owner of Scott Bader in England, which
today is a large international company and has companies on four continents.

The founding of the SCOTT BADER Company and Group

Scott Bader Company Limited was established in 1923. Ernest Bader was a
Swiss emigré who set up a merchandising venture in London in 1920 with the sole
agency for Swiss celluloid in the UK. By 1932 Scott Bader had moved into
manufacturing in the East End of London and in wartime 1940 evacuated to
Wollaston. The factory built at Wollaston was to manufacture phenolic pastes,
reclaim rubber emulsions and produce resins for paints. In 1946 Scott Bader
became the first unsaturated polyester resin manufacturer in Europe with licences
from America.

The Commonwealth

The Founders, having experienced industrial strikes and two world wars
wanted to create better and peaceful human relationships by moving forward from
the usual shareholder/capitalist structures in industry.

So in 1951 all the share capital and therefore the ownership of the Company
was transferred, free of charge, to Scott Bader Commonwealth Limited, an
organisation created for that purpose with charitable status.

This highly generous and imaginative act established a common trusteeship
business. This means that we have no external Shareholders. All the shares are
held in trust and this makes us totally independent. The intention of the Founders
was to create a radical company, its well-being entrusted to those who work in it
with democratic involvement.

As a result the employees enjoy many of the benefits (and responsibilities) of
ownership without the right to sell the business. The responsibilities, however, are
key in that each generation of employees must ensure the ongoing success of the
organisation so that future generations can benefit from its continued existence.
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Where does Scott Bader operate today?

When Scott Bader became a Common Trusteeship Company it operated only
in the UK which made the founding principles, democratic process and way of
working easier to understand and demonstrate.

Over the last 50 years the company has expanded geographically and today
has manufacturing companies not only in United Kingdom, but also in France,
South Africa, Dubai and Croatia. It also has distribution companies in the Czech
Republic, France, Spain, USA, and Eire. It employs approximately 650 people
worldwide.

What is expected of Scott Bader people?

The international business structure brings with it distinct challenges in
operating as a common-trusteeship. All Scott Bader companies wherever their
location must work to a common set of principles:

- Care

- Equality (of opportunity)
- Ethics

- Involvement

- No discrimination

- Respect (human dignity)
- Service

The arrival of SCOTT BADER to Croatia

Our company, named Chromos Tvornica Smola stock company at the time,
started cooperating closely with the Scott Bader Group in 1999, when Scott Bader
invested its financial resources through a loan as well as its own guarantees into
helping the company recover and return onto the international market.

It was at that time during our highly intensive cooperation that Scott Bader
recognized the possibility of a complete and successful integration of the Croatian
company into the Group and gained full ownership over Chromos Tvornica Smola
stock company in 2006.

With certainty and belief in the sustainability of production in Zagreb, during
the same year employees were given the opportunity to apply to become members of
the Commonwealth, along with the possibility of having full reports on all issues of
relevance for the Group, of participating in decisions regarding profit and its
distribution, electing their own Local council and including their representatives
into the activities of the Commonwealth Assembly.

Even prior to having become the owner of the Croatian company, Scott Bader
worked on improving the processes, products, organization and financial stability of

the Company and provided access to all of its resources and expertise.

In spring 2007 the Company changed its name into SCOTT BADER d.o.o.
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Business activities and company organization

2.1.
Name: SCOTT BADER d.o.o.

2.2,
SCOTT BADER d.o.o. produces polyester, vinyl ester, alkyd and acrylic resins

2030
SCOTT BADER d.o.0. has no subsidiaries and does not own any other companies.

2.4.
The Company operates at a single location, in Zagreb's Zitnjak industrial zone. The
Company's headquarters are located at Zitnjak bb, HR-10 000 Zagreb, Croatia.

2.5.

SCOTT BADER has a developed sales network throughout Central and Eastern
Europe, in several countries with its own developed distribution network, trade
marks and years of presence on the markets of Germany, Austria, Italy, Poland, The
Czech Republic, Slovakia, Slovenia, Bosnia-Herzegovina, Serbia, Macedonia,
Romania, Bulgaria, Russia, Ukraine, and developing the sales networks in Spain
and UK.

2.6.
SCOTT BADER d.o.o. is owned solely by Boldhelp Limited, a member of Scott Bader
Group that has its headquarters in the UK.

2.7.
SCOTT BADER d.o.o. produces synthetic resins, namely:

0 polyester and vinyl ester (Crystic,
Chromoplast, Chromovinil), with
the application in the production of
yachts, sailboats and boats; the
production and reparation of pipes
and pipelines; the production of
decorative "artificial marble"; and
the  production of  sanitary
equipment, primarily bathtubs,
that sell in about 20 countries
across Europe.

alkyd and acrylic resins
(Crestakyd, Crestacryl, formerly
known as Chromosal and
Chromoacryl), with the application
in the production of alkyd and acrylic-based paints, primarily paints for metal,
wood, concrete and road marking.
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2.8.
The Company has 61 employees, 17 of which are women and 44 men.

At the end of Q1 2009 the Company had 61 employees, 17 of which were women
and 44 men.

A higher number of men are employed in Operations / Technical sector — these are
men employed in the production plant, warehouse and maintenance, while both
men and women are employed in other organizational units.

Employee structure by gender

Number of Employees

men

women
TOTAL

Employee structure by education

Number of Employees
EMPLOYEE STRUCTURE BY EDUCATION

2006 2007 2008 ([March 2009

University degree 10 11 11 11
High-school degree 26 26 28 28
High skilled workers 1 1 1 1
Skilled workers 9 10 12 12
Semi-skilled workers 1 1 1 1
Unskilled workers 9

TOTAL

Employee structure by age

Number of Employees

EMPLOYEE STRUCTURE BY AGE EEa—
under 18 years of age 0 0 0 0
18 - 20 0 0 0 0
21 -30 1 4 7 7
31-40 6 7 8 8
41 - 50 15 14 15 16
51-55 24 15 11 11
over 55 10 17 20 19
TOTAL 56 57 61 61
2.9.

During the period that this report refers to, more precisely — in May 2007, the
Company was transformed from being a stock company into a Limited liability
company and changed its name from the former Chromos Tvornica Smola d.d. into
SCOTT BADER d.o.o.
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Late in the year 2008 alkyd resins were renamed as follows: Chromosal into
Crestakyd and Chromoacryl into Crestakryl.

2.10
Significant awards that were awarded to SCOTT BADER d.o.o. during the
reported period

e Nomination for the Zlatni Klju¢ (Golden Key) award for the best exporting
medium-size company in 2007.

e Prva Hrvatska Kuna (First Croatian Kuna) — ranging among the top 1 % of
Croatia's largest and best companies in the year 2007.

e Most Improved Site for the year 2007 —awarded within the SCOTT BADER
Group.

e Nomination for the Zlatni kljuc
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ISO 90001:2008

®

CERTIFICATE OF APPROVAL

This is to certify that the Quality Management System of:

SCOTT BADER d.o.0.
Zagreb
Republic of Croatia

has been approved by Lloyd's Register Quality Assurance
to the following Quality Management System Standard:

150 9001:2008
The Quality Management System is applicable to:

Design and manufacture of acrylic-, alkyd-,
saturated polyester and unsaturated polyester
resins including vinyl ester resins

Approval Original Approval: 20 February 1996
Certificate No: LRC 0120096
Current Certificate: 3 April 2009

Certificate Expiry: 13 January 2010

(Y o Acai X

On behalf of Lioyd's Register Quality Assurance

Itaky S

ir<g
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SCOTT BADER d.o.o0. is certified according to
ISO 9001:2008.

The ISO 9001:2008 certificate was issued this
year and expires in January 2010.

During the year 2010 we also plan to introduce
ISO 14000 standard in order to improve our
managing the environmental aspects and
measures and activities related to environment
protection while at the same time considerably
increasing our profits.

o

UKAS

QUALITY
MANAGEMENT

001
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Profile 3. - The Report Parameters

3.1.
The Global Compact Report encompasses the period between March 2007 and
March 2009.

3.2.
This is the first SCOTT BADER d.o.0.'s report of the kind.

3.3.
Future reports shall be done on an annual basis.

3.4.
Regarding the Report, the contact person is Mrs. Ruzica Geceg, Member of the
Board and Financial Manager of SCOTT BADER d.o.o.

The Report was delivered by:

1. Ruzica Geceg, Board, Finances, Personnel and Administration
2. Andrej Potezica, Board, Operations, Sales

3. Zdravko Spehar, Environment and Technology

4. Zeljka Grabner, Administration and IT

5. Ankica Serti¢, Personnel

3.5
The Report was formed and defined in accordance with Global Compact Principles
and GRI G3 guidelines.

3.6

All data pertain solely to SCOTT BADER d.o.o., Croatia.

3.7

The Report is based on level C application of GRI Framework for Sustainability
Reporting.

The complete COP Report shall be published on UN GlobalCompact web-site
www.unglobalcompact.org, and SCOTT BADER web site www.scottbader.com.

3.10
Since this Report is the first one presented by SCOTT BADER d.o.o to UNDP, there
are currently no information revisions of a previous report.

3.11
Since this Report is the first one presented by SCOTT BADER d.o.o to UNDP, there
are currently no significant changes in relation to a previous report.

3.13

This Report (as a whole) has not been verified by an external assessors, since
verification is not obligatory.
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Financial data were verified through the audit of annual financial reports and
activities of internal control, obtaining a positive opinion. The audit was performed
by IB Grant Thornton Audit d.o.o., Zagreb.

Certain parts of the Report refer to the functioning of the system according to the
ISO 9001:2008 standard, for which regular audits confirm positive results.

The Management confirms that all data contained in this Report are true.

Profile 4. - Management, obligations and participation

4.1.
Supervisory Board and Business Management

Supervisory Board:
- Mr. Jean Marc Bain, President
- Mr. Philip James Bruce, Member

- Mr. Andrew John Forrester, Member

Business Management:
- Mr. Andrej PoteZica, President of the Board

- Mrs. RuZica Geceg, Member of the Board

4.14./4.15.
SCOTT BADER d.o.o. stakeholders
The report of stakeholders, communication and improvement

Customers

-  We provide our customers with the supply of high-quality products with
expert support of a very high quality.

- We work continually on improving the cooperation with our customers
through not only offering them high-quality products but also complete
technical assistance in the application of our products.

- We are ready to cooperate with our customers at their product
development stage and by adjusting our product range to their innovative
solutions.

- We perform customer satisfaction survey that give us a solid basis for
future improvements

Suppliers
-  We treat our suppliers as our partners in achieving our desired quality.
- We inform our suppliers of annual quality ratings of their supply of
products and services and our cooperation as a whole.
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Owners

We expect our suppliers to operate in accordance with basic principles of
business correctness, sustainable development and positive impact on the
community in which they operate.

The owners as stakeholders are continually involved and informed of the
Company's business performance and other important events in both the
company and its environment through pre-defined reporting forms and
through an on-going communication within the Group.

Employees

The employees are included in the business performance info system of
both the Company and the entire SCOTT BADER Group by means of a set
info system: monthly and periodical reports on business performance of
the local Company and other companies within the Group, through the
reports of local management, General Manager of the Group or financial
reports.

Monthly and Quarterly Bulletins of the Group are available to all
employees.

All employees may place their questions and comments after having
received the reports.

The Group Board informs the employees of the most important issues and
decisions after having held their sessions.

The Company provides for on-going training of its employees in

accordance with the regulations pertaining to chemical production, as well as
other forms of education through training courses, seminars or education
courses required for continual improvement which the Company wishes to
achieve, as well as for the personal development of the employees.

Trade Union and Commonwealth Members

There is no limitation to the freedom of association, establishing and
activities of Trade Unions in the Company.

Trade Union is involved in reaching decisions by the Board that are
related to the application of Labour Law regulations, in accordance with
the law and internal acts.

Along with a Trade Union there are also a Local, workers' council, in

accordance with the principles of the Group's Commonwealth that also provides
for the member employees to be well informed, for the opinions expressed by the
members to be presented at the Group level; it brings decisions regarding
donations etc.

An appointed representative of the Company represents the employees —
members of the Commonwealth at quarterly sessions of the Members
Assembly at the Group level.

Local and wider community

12/41

The Company grants donations to charitable organizations from the Scott
Bader Commonwealth Fund

The Company and its employees, in accordance with the principles of
Commonwealth, strives to be a useful member of local community
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Business and other associations
- The company and its representatives participate actively in the Croatian
Exporters Association, Croatian Employers Association as well in other
business associations with the purpose of achieving an improved business
environment, providing support and aid as well as receiving them with the
purpose of achieving better business results.

The activities of Scott Bader d.o.o. in the Croatian Exporters Association, Croatian
Employers Association as well as its other activities are aimed at contributing to the
improvement of the overall business climate in Croatia, especially in the fields of
industry and export.
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?SEOTT BADER

MAIN ACTS OF COMPANY POLITICS
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P§EOTT BADER o0

MISSION

The limited liability company SCOTT BADER d.o.o. is the sole Croatian
manufacturer of epoxy resins. Its mission is to supply high-quality products to
customers (largely paint and varnish manufacturers, shipyards/yacht production,
the piping industry, the artificial stone and marble industry and the sanitary
equipment industry) in the wider region of Central, Eastern and South Eastern
Europe, and to collaborate with them in the development and production of their

products and to share in the satisfaction of their success.

The mission of Scott Bader, as a firm under the complete (100%) ownership of
the Scott Bader Group, is to participate in all of the Group’s activities as a
respectable partner in compliance with its operating policies, and to assist

other members of the Group by making its knowledge and expertise available.
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SCOTT BADER o

VISION

In order to fulfil its mission, Scott Bader must be able to supply high-quality
products to its customers at acceptable prices within specified deadlines with
maximum technical support and assistance while meeting planned performance
goals, with the long-term objective of profitable operations and continuous
investment in further product development, technological improvement and

environmental protection.

Due to limited production capacity (both locally and at the Group level), the
Company shall invest maximum research-and-development and
marketing/commercial effort to improve its product structure with the objective of

increasing the share of sales and production of products with higher added value.

As a member of the Scott Bader Group, the company shall take advantage of the
Group’s marketing/commercial and research-and-development potential but also

make maximum contributions to the Group through its own activities.

Current improvements to organization and work processes that are components of
the introduction of ISO 9001:2000 standard, the complete integration into the Scott
Bader Group, computer-guided manufacturing and continual improvements to work
practices, and care for employees, the workplace and the environment, shall enable
Scott Bader to retain and enhance its status as a major supplier of resins to its
customers and bolster its reputation of a company in which all employees see their

long-term prospects.
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CODE OF ETHICS AND BUSINESS CONDUCT

1. INTRODUCTION

This Code constitutes a set of postulates and guidelines to which all employees of
the company Scott Bader d.o.o. adhere and to which they aspire, and of provisions
on responsibility for their implementation. The term ‘employee’ encompasses all
persons employed by the company full-time, part-time or under contract.

2. POSTULATES AND GUIDELINES

The employees of Scott Bader hereby assent and warrant that the right to work is a
fundamental human right and that it serves general progress only if it is based on
morality, law and freedom of thought. This right is exercised by means of joint and
individual activity, although accountability is always individual. Activities must be
based on respect for others and mutual esteem. Management is the highest form of
this activity, and its success is not possible without unity and firm personal
integrity.

Pursuant to these postulates, all employees of Scott Bader knowingly and
consistently accept the following guidelines:

1) Adherence to all company by-laws and laws and legal regulations.

2) Maintenance of the highest standards of ethics and morality regardless of
pressure exerted by individuals or groups inside or outside of the company. Each
employee is entitled and duty-bound to refuse to comply with orders which include
the violation of this Code with no legal nor moral consequences whatsoever for such
refusal.

3) Adherence to technological and labour discipline and conscientious execution
of all contracts and agreements. In this regard, verbal orders, agreements and
pledges have the same ethical force as their written counterparts.

4) A continuous aspiration to a high level of individual achievement and
professional, intellectual and mental betterment, and selfless assistance to others
for this purpose.

S) Orientation of one’s activity toward the preservation and enhancement of the
company’s intellectual and physical assets, and its reputation and status in society,
with particular emphasis on protection of all employees during work processes and
protection of the environment as a whole. Within the framework of this guideline, all
of the innovations and technical and operational improvements accomplished by an
employee during the regular performance of his/her duties shall be deemed the
intellectual property of the company.
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0) Readiness to cooperate and unselfish sharing of one’s knowledge with all
employees of Scott Bader, and with its business partners, unless such knowledge
constitutes one of the company’s trade secrets.

3. RESPONSIBILITY

The management, managers and all employees shall be obliged to adhere to this
Code and foster the conditions whereunder each employee is able to adhere to its
standards.

Any violation of this Code represents unprofessional conduct, especially where it
involves endangering the well-being of the Company and its employees, endangering
its natural environment, proven malice, a serious lack of expertise, ill judgement,
distorting facts, forgery, bribery, revealing business secrets, and the abuse of
assigned authorizations with the intent of making an employee violate the Code or
for personal gain. Any such violation of the Code is considered a serious breach of
job responsibility and may result in a withdrawal of previously assigned
authorizations or one's position in the organization, suspension, while, in more
serious cases, may provide a basis for termination of employment.

Any violation of this Code which at the same time represents a violation of legal
regulations shall result in legal action being taken as well as sanctions stipulated by
law.

Repetitious violation of the Code shall be sanctioned as an extremely dishonourable
act.

The provisions of this Code shall be interpreted and implemented by the Board of

Scott Bader d.o.o., with participation of the representative(s) of the employees' trade
union and the Commonwealth.
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QUALITY POLICY

The fundamental commitment of SCOTT BADER d.o.o. is customer
satisfaction and the fulfilment and anticipation of customer needs.

In this regard, SCOTT BADER d.o.o. is committed:

- To deliver resins which comply with commissioned quality standards while
ensuring a proper level of service.

- To continually seek out and introduce improvements in all areas of activity
with the goal of achieving the satisfaction of customers and other business partners,
which will encourage full cooperation.

- To systematically educate and train employees to promote awareness of
quality with emphasis on activities directly influencing quality.

- To manage quality in compliance with ISO 9001:2000 standard under the
constant supervision of the company’s top quality control officer, who shall have the
full support and cooperation of the Management, and to introduce in the near
future environmental protection standards, namely the ISO 14001:2004 standard.

- To continually observe and implement improvements to the Quality
Management System.

- To implement measures aimed at ongoing improvements to workplace safety
and environmental protection.

- All employees of SCOTT BADER d.o.o. shall demonstrate their attitude to the
job and their co-workers by adhering to the Code of Ethics and Business Conduct.

In the interest of achieving the objectives and commitments specified in this Policy,
the Management shall adopt its Quality Objectives each year, in which it will define
and quantify individual objectives and commitments for the subsequent planning
period and ensure the resources for their achievement.

Each verification of the Quality Objectives shall simultaneously constitute a
verification of fulfilment of the basic postulates of this Policy.

The results of operations shall be simultaneously compared to those of other
members of the Scott Bader Group and the most successful competitors.

The results shall be utilized for the continual adjustment of this Policy to the
circumstances under which SCOTT BADER d.o.o. operates.

All employees of SCOTT BADER d.o.o. have been duly informed of this Quality
Policy, and the Management is charged with the interpretation of its provisions.
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SCOTT BADER o

CODE OF PRACTICE FOR COMMONWEALTH
MEMBERS

We are a business community and it is our basic attitude and approach to our work
and fellow workers that gives life and purpose to the Commonwealth

As a worldwide community we realise the long term health of Scott Bader requires
attention to four aspects of the business

(i) active democratic involvement

(ii) social cohesion

(iii) strong research and development
(iv) financial growth

The practical working out of a balance between the four tasks is a continuing
responsibility for the membership as a whole

It is our common responsibility to work together, locally and internationally in such
a way that;
o We show respect and dignity to each other

o Working for Scott Bader has meaning and is fulfilling and we feel valued for
our contribution

Being in a position of authority Managers must:

o Manage and be accountable to members for their actions
o Manage in a style that is participative and consultative
J Facilitate change and improvement and encourage others to do the same

Our company manages through mutual collaboration; therefore as members we must
accept responsibility for our actions through:

J A willingness to learn, develop and grow as individuals

o Improved communication between each other and between groups and
departments

o Being understanding and patient towards problems encountered

J Recognising and encouraging contributions made by others, both locally and
internationally

o A willingness to attend meetings and to participate in the affairs of our local

and international community
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SCOTT BADER o

We must:

o Be open, honest and frank in our relationships with each other

o Face difficulties directly rather avoid them

o Solve problems by discussion and agreement rather than through a mediator

In the event of a downturn in trade we will consider whether circumstance make
it desirable or practical to share all remaining work rather than expect any of our
fellow members to be deprived of employment, even if this requires a reduction in
earnings.

However should a study of our business reveal that it would be in its best
interest to reduce or eliminate certain jobs, we will do this in the fairest and most
objective way. In particular we will wherever possible offer alternative work.

We have agreed not to hold second jobs without having first sought the approval
from the company.

The foundation/creation of our Commonwealth abolished the existence of Scott
Bader share holders and with it the power of share ownership. For this reason we
will not acquire other companies, without offering their staff Commonwealth
membership as quickly as possible.

We have a responsibility to the society in which we live and believe that should we
have a special talent or interest, it would be right to offer this to the wider
community. Members are encouraged to engage in some to form of social or public
service, however small.

Our social responsibility also extends to

1. Limiting the use of our products to applications beneficial to the community, in
particular excluding specific applications used in manufacturing weapons of war

2. Reducing any harmful effects our work has on the natural environment, e.g. by
rigorously avoiding the negligent discharge of pollutants

3. Constantly working towards reducing activities that waste the earth’s natural
resources

As members of the Commonwealth we support and commit to the principles of the
Commonwealth and will do our best to live these out in both our working and private
lives
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THE FOUNDING PRINCIPLES OF GLOBAL
COMPACT
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The founding principles of Global Compact

The principles which we accept in full and act in accordance with:

Human Rights

Principle 1:
Business should support and respect the protection of internationally
proclaimed human rights

Scott Bader d.o.o. operates on an international market, cooperates with
business partners for which we believe that within their business activities in no
manner participate in violating human rights or contribute to minimizing them in
any of their other activities in a broader community. In the event that we discovered
otherwise, our company would terminate its business relationship with such a
company.

Principle 2:
Ensure that the company itself is not complicit in human rights abuses

The founding principles of the Scott Bader Group include an explicit principle
of respecting human rights, without which the Companies of the Group would not
fulfil the most important precondition of their existence.

Our Company has internal acts which were enacted in accordance with legal
provisions and with the consent of its employees through their Council. A person
has been authorised to which all remarks regarding any form of human rights
violation, dignity or the endangerment of an employee. We are a small company in
which most of our employees have been working for us for many years now and
thereby fostering a mutual respect represents a foundation for good cooperation
among employees and for including new employees into our labour processes.

Labour Standards

Principle 3:
Businesses should uphold the freedom of association and the effective
recognition of the right to collective bargaining

Every employee of Scott Bader d.o.o. has the opportunity to exercise their
right to freedom of association. 64 % of employees are members of the Trade Union
of Chemical Industry Workers and 80 % are members of the Commonwealth, a
union of employees within the Group, through which they exercise their right to
participate in reaching decisions regarding the most important issues related to the
Company's business and other issues related to the Statute of the Company.

The Local Council of Employees, members of the Commonwealth, is based on the
same foundations and, alongside with Trade Union representatives, represents an
additional form of representing employees and exercising their rights.
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Principle 4:
The elimination of all forms of forced and compulsory labour

Scott Bader opposes any form of forced and compulsory labour which is
contrary to the principles of conducting business. The same is requested from all
business partners and members of the greater community to which it belongs.

The choice and change of one's job position is a basic human right. Each new
employee is fully informed of his/her rights and obligations through all internal acts
of the Company, and is enabled to and expected to be an equal member of the team
which he/she joins, because this is the only manner in which a company can
function well.

Principle 5:
The effective abolition of child labour

Scott Bader d.o.o. fully supports the abolition of child labour which is not a
humane or permissible way of making a profit but rather an activity with long-term

consequences in the future.

The principle is clearly stated in our internal acts.

Administration Operations

2006 2007 2008 2006 2007

less than 18 years 0 0 0 0 0 0
18-20 0 0 0 0 0 0
21-30 1 1 2 0 3 5
31-40 0 0 1 6 7 7
41-50 5 5 5 10 9 10
51-55 3 3 2 21 13 9
above 55 years 1 1 3 9 16 17

Principle 6:
The elimination of discrimination in respect of employment and occupation

Our Company does everything in its power, by respecting the founding
provisions of legislation, by enacting the Company's internal acts and by acting in a
fair and non-discriminating manner with respect to employment and in relations
with its employed co-workers, to ensure that there is no discrimination in any
segment of our activities.

In the process of employing new employees there are clearly set criteria which
eliminate discrimination with respect to employment. No discrimination may be
applied related to sex, race, religion, political affiliation or nationality, family status
or personal beliefs.

The same criterion is applied to the salaries of our employees.
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Our internal acts include a description of a mechanism which is at the
disposal of our employees for protection from any form of discrimination, as well as
procedures set and persons responsible for resolving any situation in which an
employee might feel discriminated in any way.

Environment

Principle 7:
Businesses should support a precautionary approach to environmental
challenges

Scott Bader d.o.o., being a responsible company operating in the field of the
chemical industry, pays special attention to environmental protection.

In conformance with its own principles of sustainable development and
business operations and guided by the principles of the Group's operations,
including explicitly high standards in environmental protection measures, employee
health care and improving work conditions in general, the Company meets and
increases the high standards in these fields of industry.

Being a member of the Scott Bader Group, Scott Bader d.o.o. is further
obliged to fulfil all the necessary conditions of operations and activities that lead
towards the protection of the environment. Monitoring the performance in the field
on a regular basis ensures that all employees, as well as interested partners, are
well informed about this segment of our operations and, even more importantly,
sets new goals for improvement on the basis of former experiences.

Basic issues of environmental protection and business operations are
regulated by the Company's internal acts with the purpose of eliminating any
adverse impact to environment: Rules on waste management from the technological
process of wastewater treatment; Rules on operation and pre-treatment of waste
and sewage water; an Operating plan of activities in case of sudden pollution; a
Waste management plan; an Operating plan of activities in environmental
protection; Rules on the disposal of waste oils; Fire safety rules.

By fulfilling legal obligations in enacting the required rules and plans, the
Company utilizes such a manner of defining the obligations as an additional
opportunity for an on-going review of its achievements in the field.

The Company makes continuous investments in the protection of the
environment, the improvement of production conditions, safety at work, and
improving working conditions in the Company in general.

Here are some of the large-scale interventions and investments made during
the course of the past two years:

- technological improvement of the production process by introducing Molten PA
charging system reconstruction and implementation, by which the production
process was made shorter, safety was improved, working conditions were made
significantly easier and safety in the protection of the ecological system was
improved.
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- improvement in the sewage system of the entire site. This large-scale intervention
is carried out over a three-year period and its completion is planned for the end of
the year 2009. It includes a complete reconstruction of the technological water
sewage system and the reconstruction of the catchments, precipitation and waste
water system, all in compliance with a project approved by Hrvatske vode (Croatian
Waters).

- reconstruction of the flooring in production plants started last year and is still in
progress. Its aim is to match the latest environmental and production standards.

- Continuous care and improvements in waste management (use / separation /
disposal). Among others, a press for pressing paper and plastic waste was
purchased.

- an improvement in the power efficiency of storing warm resins into tanks - a
closed system of heating tanks using steam was constructed and installed

The section "Environmental impacts" contains indicators of the application of this
principle in more detail.

Principle 8:
Businesses should undertake initiatives to promote greater environmental
responsibility

Being a producer of chemical products, our environmental responsibility is
exceptionally important in our everyday activities. We support any action which
leads
towards improving environmental protection, and to that end undertake all
measures available within our Company.

Through cooperation with our business partners, and primarily our
customers, we strive to share all of our knowledge regarding the proper application
of our products, which we achieve by providing high-quality comprehensive
documentation on our products, obtaining all required certificates, subcontracting
transport companies with a high quality of service, providing instructions pertaining
to managing packaging, packaging disposal etc.

Large-scale changes are being introduced to the chemical industry with the
implementation of the REACH regulation. We have been participating in the
activities related to implementing the regulation from the very beginning and we try
to set an example in the fulfilment of all of the REACH requirements in order to help
and motivate others to do the same.
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Principle 9:
Businesses should encourage the development and diffusion of
environmentally friendly technologies

Scott Bader d.o.o, as well as the sector for development of the Scott Bader
Group, works intensively on the development of products, developed and enhanced
in a manner in which by no means endanger the environment.

It is our goal to place an increasing number of resins on the market with a
lower content of volatile compounds, solvents and styrene. To that end we developed
a new generation of alkyd “high solid” resins with a drastically reduced content of
solvents. Furthermore, a solvent-less resin was developed, which represents the
latest generation of environmentally acceptable alkyd resins on a global level.
Polyester resins with a low content and low emission of styrene are also being
developed along those lines. Furthermore, new acrylic resins with environmentally
acceptable solvents (butylacetate instead of toluene etc.) are also being developed.

Anti-Corruption

Principle 10:
Businesses should work against all forms of corruption, including extortion
and bribery

Scott Bader d.o.o. decidedly condemns acts of corruption, extortion or bribery
committed in order to achieve business goals.

We have never been, nor shall we ever let ourselves become involved in a
situation that may lead towards any corruptive activity.

We shall improve our business operations on both the international market

and our local market and achieve our results only by operating in a competitive and
fair manner.
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ECONOMIC DIMENSION
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EC1

SCOTT BADER d.o.o. is the only producer of composite resins and specialty
polymers in Croatia, recognizable on its regional market as well as, together with
other producers of the Scott Bader Group, on the European and the World's market.

SCOTT BADER d.o.o. enhanced its years-long tradition of supplying high-quality
products to its customers, who are industrial processors as well, by introducing
product brand and rating of SCOTT BADER.

The future of our Company and the Group, as well as any other company that
strives to succeed in chemical industry, depends on investments into product
development and new technologies as well as the ability to continually monitor and
use the developments achieved by our customers and suppliers, in order to respond
in a fast and proper manner to all quality requirements in all business segments.

SCOTT BADER d.o.o., being mostly an exporter and also a producer of chemical
products, is exposed to large-scale oscillations on both the raw-materials market
and on the final products market. We operate on a very complex market, subject to
extremely swift changes.

The Company therefore tries and succeeds in utilising its capacities to a maximum
level through continual improvements in its organization, technology, quality and
cost management.

SCOTT BADER is an important exporter, and with a large share of its product range
it is an important regional producer. Within the past several years export accounted
for over 80 % of trade profit, while in the year 2008 export accounted for as much
as 85 % of trade profit.

Trade profit structure

Trade profit structure HKN 000 2006 % 2007 % 2008 %
Domestic sales 25.899 19,17 31.532 18,17 | 25.899 14,91
Export sales 109.183 | 8083 | 141.996| 81,83 | 147.801 | 8509

TOTAL 135.082 173.528 173.690

150000
Dome alc

100000

75000

2006 2007 2008

29/41 Global Compact Report 2009



We place our products on a wide market ranging from the UK to Spain, from Italy to
Russia and from Poland to Greece. We concentrate on a significant growth in
Central and Eastern Europe.

Export to individual countries within the past three vears (participation)

0 2006 O 2007 W 2008

r—' |—1|_|—I|_

0 T T T

T
Czech Poland Serbia Germany Slovenia  B&H Hungary United Austria Spain Varoius
Republic Kingdom

Direct, achieved and distributed economic value

Direct, achieved and distributed economic value
2006. 2007. 2008.

Direct economic value

a) Income 135.103

173.553 173.855

Distributed economic value

b) Business expanditures 123.762 156.235 159.617
c) Employee's salaries and benefits 7.552 8.692 9.178
d) Payments to capital providers 99 868 634

e) Payments to the State 924 1.117 1.198

f) Investments into Community*

The Company's income consists of trade and other incomes. Trade income means
income from sales of our products on domestic and foreign markets and a small
share of income from selling services and merchandise.

Other income means income from interest and selling fixed and other long-term
assets.

The largest share of business expenditures comprises raw-material costs for the
production and they define the increase in all expenditures, following the increase
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in sales / production and the changes in the prices on the world raw-material
market. Furthermore, there are also freight, power and other expenses related to
production and production plant maintenance. Other business expenditures include
licence expenses, mediator fees and sales expenses on foreign markets, the
expenses of property and employee protection, insurance expenses etc.

Employees' salaries and benefits include salaries and fees for the employees as well
as paid benefits (bonuses, jubilee awards, Christmas bonuses), transportation
costs, aid to employees and similar. Within the period observed, the salaries and
benefits were increasing.

Paid interest includes the interest paid for a loan granted by Scott Bader Group
companies. The Intercompany credit decreases the Company's exposure towards
third parties and enables a more favourable financial arrangement than it would
have been should a loan be granted by a third party (e.g. domestic banks). A
nominally paid interest amount is decreased and does not represent a significant
financial burden to the Company.

Payments to the State include all mandatory payments regarding taxes and other
payments.

* Investments into the Community: this segment shows the specific

characteristics of the organization and functioning of the basic principles in the
Scott Bader Group and the existence of Commonwealth. The Group is expressively
turned towards its local and wider community, and its financial participation is
performed through donations, voted on by all members of the Commonwealth and
paid from a joint fund at the Group level. Therefore the amount of donations is not
shown in the table above, as there was no expense at the level of local company,
although the donations were made to Croatian charities, following the proposal of
Zagreb's SCOTT BADER d.o.o. employees and from the fund provided for by the
Zagreb-based company.

Donations

Every year Scott Bader Commonwealth Limited allocates the amounts for donations
to companies within the Scott Bader Group (the amount for donations depends on
the number of employees within a company). Individual companies present their
proposals for utilization of donation amounts within their communities.

SCOTT BADER d.o.o. has been proposing over the years to the joint fund the

charities that the donations might be granted to, mostly those providing aid for
children, young and ill people.
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Charity / year 2006 2007 2008

SNAGA 2.400 2.000 1.500
KOSSP ,, Zagreb® 500 -

SOS village, Lekenik 1.400 - 1.000
Krijesnica 2.000 2.000 1.600
Croatian Association of - 1.000 1.000
the Blind

Put u Zivot - 1.000 1.100
Totdl 6.300 6.000 6.200

(In GBP, since the donation was made directly from the Commonwealth's joint fund at the Scott
Bader Group level)

The SNAGA (STRENGTH) Association of persons with cerebral palsy uses the
donation for their "Integral neuro-rehabilitation of children and youth with cerebral
palsy" project that can not be financed by the Croatian Institute for Health
Insurance. The SCOTT BADER's donations help each year to at least one child to
improve their motor control and decrease their handicaps so as to better fit into the
society.

KOSSP ,,Zagreb“(Club for sports and working dogs) participates in searching for lost
and injured people on a regular basis. The donation was used for purchasing
protection clothing and footwear, gloves and helmets for rescue dogs trainers.

KRIJESNICA

There are 15 homes in SOS Children's
Village in which SOS mothers live with an
average of five children each. SOS mothers care
for children who have no parents or parental
care. They give them their love and safety of a
family environment, stability and education
needed. The donation granted in 2006 was
used to purchase 2 refrigerators, 2 washing
machines and dryers.

h(? ala Udruga Krijesnica (Firefly) is an association for
assistance to children and families faced with

malignant diseases. The donated amount was
&7 used for purchasing medicines and antitumor

drugs that are not included in the list of
medicines covered by the State, purchasing
- medicinal equipment for the oncology unit, and
providing psychological assistance to both
children and their parents.
The donation also enabled the establishing of a summer camp for psycho-social
rehabilitation of convalescent children.
The purpose of the camp is to help convalescent children master certain skills
which they lost due to long and difficult treatment, to re-gain self-reliance and make
a positive image of themselves, work out the traumas caused by their illness and

B
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treatment and to integrate more easily into their original communities to which they
are to return after the treatment has finished.

SHRHNRLOICA

SCOTT BRDER DOO.

ZA RAZUN I JE ANJE, USPUESMU SURADAJL |
MNESERICAU POMOLC SL 1 JEPIM GRATAMIMA
FEPUBL | KE HRJIATSHE

TAGRER 2008 PREDSJEDIN I K

N0Jd1n PERIE

Vgie Rpi

Croatian Association of the Blind. The
funds were donated for their "Touch the Earth"
project that includes the creation of the first
tactile geographic atlas for the blind and
visually impaired primary school pupils. The
project has finished and enabled the blind and
visually impaired pupils as well as their pears
to study geography at a higher quality level, by
which the barrier that they were facing until
now regarding the perception of Planet Earth,
its continents, seas, states etc. was removed.
This contributed to a significant decrease in
the quality differences in education between
children that are visually impaired and healthy
children. The project continues, with the
purpose of providing for a higher number of
printed tactile atlases.

PUZ (SNAIL) - Put u Zivot (A Way into Life) — Association of parents of children with
special needs was founded to improve the quality of life, medical and social

protection of children with special .
developmental needs and their families N Z\VOT .
through education, various therapeutic 3 R
treatments etc. The donation granted by VY
SCOTT BADER was used for furbishing
a specially designed kitchen, tailored
kitchen elements, a mobile counter etc.
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SOCIAL DIMENSION

Aspect: Community

SO1.

Nature, range and efficiency of a program or general practice by which the
impact of business activities on community is assessed and managed,
including the stages of input, activity and output.

1. Importance

SCOTT BADER d.o.0., being a participant in a social community, both local and
wider, by its sheer existence, through employing people and the level of respecting
labour relations, has a social impact.

Furthermore, as a producer in chemical industry it is highly interested in
performing its business activities without having an adverse effect on the
environment in which it exists, and that through its financial activities and timely
payment of all its duties towards the state and local community contributes to its
development and respect all the principles of proper business performance.

The Company operates within the industry for almost half a century, at the same
location, so in that sense its involvement with the community is not expressed, but
rather it is a continuous adjustment of operations in the community and continual
improvement in conduct standards (business and social conduct) in all conditions.

We have not encountered corruption and we do not believe that there is a high
corruption risk.

We are not in any way involved in public politics and we do not use any type of
lobbying.

We have also never had, neither we ever shall make a donation to or support any
political party or a similar institution.

No proceedings were ever launched against us regarding a (dis)respect of free
competition.

In our recent history we were never fined or financially sanctioned for not respecting
law and regulations.

2. Compiling data
There were no specific programs related only to monitoring social impact, but the
basic principles of the functioning of SCOTT BADER and documents related to the

system of values in business activities show the goal that the Company wishes to
achieve.
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3. Definitions

Individual activities, internal acts and indicators are presented in other sections of
this Report (pages 15-21, pages 35-36)

4. DocumentatioN

All feedback that the Company gets from its stakeholders is used as documentation
of its social impact: customer satisfaction information; information obtained from
other business partners, e.g. suppliers; certificates and permissions from the
Company's owner; approvals by the Trade Union and Local Council of decisions
reached, documents related to participation in business associations (Croatian
Employers Association, Croatian Exporters Association and the like); participation
in business polls with the purpose of gathering complete information that shall help
improving business environment and labour terms; reports presented by charities
regarding the utilization of donations.
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ENVIRONMENTAL DIMENSION

EN3
Direct power consumption

Our plants use earth gas for the production of power (hot oil furnace for heating
reactors). The switch from diesel to earth gas was made in 1999.

Direct power consumption

Gas, m>/ t of products

(GJ/t of products)

449.552 32,09
(17.537) (1,252)
495.348 29,303
(19.323) (1,143)
457.607 29,029
(17.851) (1,132)

With an increase in production, rationalizations, introduction of new technologies
and better production planning, gas consumption per product unit is decreasing.

EN4
Indirect power consumption

The electric power and steam needed for production, heating and cooling of
premises and plants are obtained from other sources.

Indirect power consumption

electric power,

Steam t [Steam, t/t of products

kWh
(GJ)
6.997 0,499 1.214.330
2006 PEEe) (1,03) (4.371)
7.256 0,429 1.458.978
Sl (15.002) (0,892) (5.252)

8.216 0,521 1.141.962
el (17.089) (1,083) (4.111)

Electric power is mostly used in production, and there is an obvious improvement in
decreasing consumption per product unit. The improvements in technological
procedures and investments into maintenance and renewal of equipment result in a
continuous decrease in the consumption of electric power per product unit.
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Steam consumption is mostly related to heating the plants, working premises and
offices and depends on weather conditions. There is a plan for a project of replacing
steam with a more favourable power source, or of reconstructing the existing power
utilisation form.

ENS
Water

All water is obtained from local water supply system which is subject to strict
control. For a number of years the meter is checked on a daily basis, with the
purpose of providing a timely reaction in case of a leakage or an error in production
process.

A separate cooling water system with two cooling towers has been in use since
1972, and only the amount lost through evaporation on cooling towers is replaced.
To prevent the accumulation of sediments on cooling planes, the water is chemically
treated, thus ensuring maximum cooling effect at minimum power consumption. A
new vacuum pump system is being installed with a closed gasket water system that
shall provide for an additional decrease in water consumption. The old system used
gasket waters in single flow, which increased water consumption considerably.

Annual water consumption per ton of products

m®/ t of product

EN16
Greenhouse gas emission

Burning gas in hot oil boiler for heating the plants results in CO2 which is the most
often mentioned greenhouse gas.

CO; emisija t/god | CO, kg/t proizvoda

The total production of CO3, despite the increase in production, is decreasing, and
the amount of COz per ton of product is reduced to 54 kg. Further decrease is
possible by using low-temperature catalizators in one part of production, as well as
by reducing production time per batch by introducing technological improvements.
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EN20
NOx and other significant emissions

By using earth gas for fuel, the SO> emissions are reduced to a minimum.

Nitrogen oxides and greenhouse gasses calculated from the amount of gas used
amount to about 800 kg per year.

NOx kg/year
732

806

827

EN21

Total water disposal

A positive trend of reducing waste water disposal has been observed in a number of
years. The decrease in disposed waters is connected with strict technological
discipline and regular daily monitoring of consumption, followed by a swift reaction
to possible variations. With the purpose of reducing disposal, a new closed cooling
system was installed in the Laboratory as a replacement for the continuous flow
system, which used water supply cooling water a single flow.

A new positive step forward is expected to be made when the closed gasket water
system is installed in the new vacuum station.

Production Waste water release Waste water release
t/year m?® m?3/t of products

18.454 1,317
16.252 1,04
14.288 0,906

EN22
Total waste

All waste that is not dangerous (paper, plastic, metal) is collected and recycled by
authorised companies.

Dangerous waste, because of its specifics, may currently only be disposed by
technical processing. Only waste oils, that amount to not over 1 t per year, are
disposed in Croatia, while all other dangerous waste is exported by authorised
companies to waste incinerators. The recycling of metal barrels with residues of
dangerous substances has begun in the year 2008, when 15 t (about 750 barrels)
were recycled.
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Total waste

Not
dangerous
waste , kg

Dangerous
waste, kg
380000
120000
99000

34000
15000

Waste per ton of products

Non dangerous Dangerous

waste kg/t waste kg/t
2,43 27,13
2,01 7,10
0,95 6,28

EN26
Initiatives for reducing the impact on environment

According to positive legal regulations, a producer is obliged, at his expense and at
the request of customers, dispose of dangerous substances packaging. A very
efficient system has been introduced 3 years ago in SCOTT BADER, by which the
packaging from our customers is disposed of in Croatia. The amount of packaging
collected and disposed of is related to the sales on the domestic market, so in the
year 2007, in the light of record sales on the domestic market, the quantity of
disposed packaging was the highest ever. All regular requests made by the

customers for the return of packaging were met.

Collected packaging /pcs

EN30

Total ecological investments,cost & services

119.541

Investments

1.673.617

1.210.389

Costs 694.419

1.084.670

619.380

Services 268.761

Total |

1.082.721

41/41

253.617

3.011.904

226.686

2.056.455
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