
 

M
PA

C
T

 IN
TE

G
R

ATE
D

 R
E

P
O

R
T 2016

Integrated  
report

2016
for the year ended 31 December



thIs document can be recycled

1

3
2

ta
b

le
 o

f
 c

o
n

t
e

n
t

s

c
h

a
p

t
e

r

chapter

chapter

scope of the Integrated report 2
2016 at a glance 3
oVerVIeW of mpact 
Corporate profile 6
Mpact’s business model 8
Building a sustainable, strategic business through innovation 10

Vision and values 10
Strategy and objectives 11
Material risks affecting our strategy 12
Opportunities 16
How do we measure Mpact’s strategic objectives? 16

Investment proposition 17
Product innovation 18
Message from the Chairman 20

operatIonal reVIeW 

Chief Executive Officer’s Report 24
Executive Management 28
Paper business 30
Plastics business 34

goVernance
Board of Directors 38
Corporate Governance Report 40
Remuneration Report 45

documents available on the  
website www.mpact.co.za  

•	 Sustainability	Review
•	 Mpact	King	III	register
•	 GRI	4	–	Content:	“In	accordance”
•	 Annual	Financial	Statements
•	 Risk	Management	Review

Please refer to the glossary of terms  
for all abbreviations and definitions on  
pages 113 and 114.



mpact INTEGRATED REPORT 2016

4

6
5

chapter

chapter

chapter

sustaInabIlIty 
Northern	KwaZulu-Natal	Recycling	Project 56
Social and Ethics Committee Report 57
Stakeholder engagement 59

Introduction 59
Interaction with stakeholders 59
Value-added	Statement	 61

Mpact	Recycling:	FNB	eWallet	Project 62
Chairperson’s	Report:	Mpact	Foundation	Trust 63
Abridged Sustainability Review 64

Sustainability highlights 64
Approach to sustainability 64
People development 64
Broad-Based	Black	Economic	Empowerment	 64
Social and relationship initiatives 64
Mpact and the environment 64

summarIsed consolIdated fInancIal statements
Chief	Financial	Officer’s	Report 68
Five-year	financial	performance	history 70
Audit and Risk Committee Report 71
Directors’ Responsibility Statement and Basis of Preparation 74
Certificate by the Company Secretary 74
Report of the Directors 75
Independent Auditor’s Report 78
Summarised Consolidated Statement of Comprehensive Income 79
Summarised	Consolidated	Statement	of	Financial	Position 80
Summarised	Consolidated	Statement	of	Cash	Flows 81
Summarised Consolidated Statement of Changes in Equity 82
Notes	to	the	Summarised	Consolidated	Financial	Statements 83

admInIstratIon
Shareholders’ Diary 102
Shareholders’ Analysis 102
Notice of Annual General Meeting 104
Form	of	Proxy 111
Glossary of Terms 113
Corporate information 115

1

O
P

E
R

ATIO
N

A
l  

R
E
V
IE
W

S
u

S
TA

IN
A

B
IlITy

G
O

V
E

R
N

A
N

C
E

 
S

u
M

M
A

R
IS

E
D

 
C

O
N

S
O

lID
ATE

D
  

FIN
A
N
C
IA
l	S

TATE
M
E
N
TS

A
D

M
IN

IS
TR

ATIO
N

O
ver

view
 

O
f m

pa
c

t



MPACT Integrated report 2016

2

scope
Mpact’s Integrated Report for the financial year ended 31 December 
2016	covers	the	activities	and	performance,	both	financial	and	non-
financial, of the Group, which includes Mpact limited, its subsidiaries 
and associates. The report aims to provide a balanced, comprehensible 
and complete view of the governance and sustainable principles, 
practices and performance of the Group, enabling stakeholders to make 
an informed assessment of Mpact. 

goVernance
Where	relevant,	this	report	is	in	accordance	with	IFRS,	the	requirements	
of the Companies Act, the JSE listings Requirements, the principles 
of	King	III	and	the	International	Integrated	Reporting	Framework.	All	of	
these requirements and frameworks have been adopted to provide all 
stakeholders with relevant, reliable, comparable and comprehensive 
information pertaining to Mpact’s business operations and capital 
employed.

In terms of paragraph 8.63(a) of the JSE listings Requirements, the 
Group	has	published	its	application	of		its	King	III	application	register	on	
its website.  

Mpact has followed the guidelines for the GRI Content Index for  
“In	accordance”	–	Comprehensive.	

materIalIty
The 2016 Integrated Report addresses the material issues pertaining 
to Mpact, as agreed on and approved by the Board and the Executive 
Committee. Material issues are those that could substantially impact the 
Group’s	financial	performance	and	reputation.	Further,	the	materiality	
of these issues informs their potential threat to the delivery of Mpact’s 
strategic objectives, taking into account the top risks in the Group’s 
external and internal operating environments.

dIsclaImer
The	Integrated	Report	may	contain	certain	forward-looking	statements	
concerning the Group’s environment, financial performance and 
conditions, strategy and growth expectations. Such views involve both 
known and unknown risks, assumptions, uncertainties and important 

SCOPE OF THE INTEGRATED REPORT

factors that could materially influence the actual performance of the 
Group. No assurance can therefore be given that these will prove to be 
correct and no representation or warranty expressed or implied is given 
as to the accuracy or completeness of such views.

This report, for the year ended 31 December 2016, is published in 
various	media.	The	Sustainability	Review,	Annual	Financial	Statements	
and other documents are available on the Group’s website. 

assurance
Mpact’s External Auditor, Deloitte & Touche, has assured the Annual 
Financial	Statements	and	Summarised	Consolidated	Financial	
Statements. A copy of their Independent Auditor’s Report on the 
Summarised	Consolidated	Financial	Statements	is	contained	in	
this report. 

The Sustainability Review, as a whole, has not been independently 
assured; however, certain information contained in this review has been 
scrutinised by the Group’s own internal control functions, as well as by 
external assurance providers where this has been deemed relevant and 
necessary. The review is available on the Group’s website. 

approVal of thIs Integrated report
The Board confirms its responsibility for the integrity of this Integrated 
Report. The content has been collectively assessed by the Board 
and in its opinion this report addresses the material issues that could 
potentially impact the performance of the Group.

The Board has accordingly authorised the release of this Integrated Report

aJ phillips bW strong
Chairman  Chief Executive Officer

1 March 2017 1 March 2017

Any queries regarding this Integrated Report  
or	its	contents	should	be	addressed	to:

Any queries regarding Mpact’s Investor Relations  
should	be	addressed	to:

noriah sepuru marlize Keyter
Company Secretary Investor Relations Consultant

Mpact limited Keyter	Rech	Investor	Solutions	CC
nsepuru@mpact.co.za mkeyter@kris.co.za
Tel:	+27	11	994	5551 Tel:	+27	87	351	3810

Mpact’s website www.mpact.co.za 
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2016 AT A GLANCE

strategIc InVestments 

ACquisiTion 
of ReMAde

Liquid 
PACkAging 
ReCyCLing 
PLAnT 
AT sPRings MiLL

R125 MiLLion 
MPACT PLAsTiC 
ConTAineRs 
inVesTMenT

CoRRugATed 
ModeRnisATion 
PRogRAMMe of 
oVeR R800 MiLLion 
in THe PAsT siX yeARs 

ToTAL gRoss  
diVidend PeR sHARe of

95 CenTs  
(2015:	110	cents)

ReVenue increased by

5.8% to r10.1 billion 
(2015:	R9.5	billion)

ReTuRn on CAPiTAL 
eMPLoyed (RoCe) of

14.2%
(2015:	18.9%)

undeRLying  
oPeRATing PRofiT of

R784 MiLLion 
(2015:	R909	million)

BAsiC undeRLying  
eARnings PeR sHARe of

252.7 CenTs 
(2015:	366.9 cents)

geARing of

33.6%
(2015:	30.2%)

fInancIal performance
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IntroductIon
Mpact is one of the leading paper and plastics businesses in southern 
Africa,	listed	on	the	JSE’s	Main	Board	in	the	Industrial	–	Paper	and	
Packaging sector. 

The Group has leading market positions in southern Africa in recovered 
paper	and	plastic	collections,	corrugated	packaging,	recycled-based	
cartonboard and containerboard, polyethylene terephthalate (PET) 
preforms,	recycled-based	PET	(rPET),	styrene	trays	and	plastic	jumbo	
bins.

Mpact’s	Paper	division	manufactures	recycled-based	packaging	and	
industrial paper grades such as containerboard and cartonboard while 
the corrugated division makes and sells a comprehensive range of 
printed and unprinted converted corrugated products, including board, 
which is used to manufacture corrugated packaging, corrugated boxes, 
die-cut	cases,	folded	glued	cases,	trays	and	point-of-sale	displays.

The Plastics converting business manufactures rigid plastic packaging 
for the food, beverage, personal care, home care, pharmaceutical, 
agricultural and retail markets. The Mpact Polymer’s business, which is 
part	of	the	Plastics	business,	is	a	bottle-to-bottle	rPET	manufacturing	
operation.

Sustainable development is inherent in Mpact. The Group’s sustainability 
in terms of its impact on the environment and the communities in which 
it operates are priority considerations in conducting business and 
making investments.  

Mpact is South Africa’s largest recycler of recovered paper for recycling, 
collecting	over	623,000	tonnes	(2015:	527,000)	of	paper	fibre	and	
plastic for the year ended 2016.

Mpact	employed	4,998	people	(2015:	4,467	people)	across	its	42	 
(2015:	33)	operations	in	South	Africa,	Botswana,	Namibia	and	
Mozambique.

For	more	detail	on	Mpact’s	business	model	and	operations,	refer	to	
page 8 and 9 as well as 30 to 35, respectively, of this Integrated Report. 

Mpact’s	B-BBEE	status	is	a	level	3	B-BBEE	Contributor,	as	determined	
by Siyandisa Verification Solutions. Mpact remains steadfast to 
improving	its	B-BBEE	status	to	maintain	a	competitive	rating	that	is	in	
line with Government regulations and requirements. 

CORPORATE PROFILE

centres of excellence
The Group has Centres of Excellence for human resources, safety and 
health and environmental functions, and enjoys the benefits of shared 
services for finance, human resources administration and information 
communication and technology (ICT). 

R&D activity covers innovation centres for structural and graphic design, 
value-added	services	and	a	plastics	design	studio	where	new	designs	
are created and prototype forms for the development of new plastic 
containers	are	made.	The	Stellenbosch-based	R&D	centre	provides	
production and technical support for sales teams and collaborates with 
customers on paper and plastic product developments.

The	decentralised	customer-focused	operating	structure	focuses	on	
providing innovative solutions to customers. This structure includes 
operations managers who are responsible for customer relationship 
management as well as financial performance. 

The Group maintains close customer relationships, adapting quickly 
to customer needs, and develops products tailored to specific 
requirements. Mpact’s national footprint, and therefore proximity to 
its customers, contributes to faster response times and reduced 
transport costs.
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2016 2015

fInancIal capItal

Total equity Rbn 4.0 3.7
Net debt Rbn 2.0 1.6

our natural enVIronment

Raw material tonnes 1,204,940 1,106,792
Energy consumption Gj/tonne 6.84 7.16
Water consumption Kℓ/tonne 5.98 6.44

our people

Employees number 4,998 4,467
Man-hours spent on training hrs 88,838 67,412
Learners and apprentices number 279 206
PDI learners and apprentices* % 89 91

*% of the combined total of learners and apprentices

Inputs

mpact’s business model is well integrated across its paper and 
plastics operations.

raW materIal
paper mills:
Externally sourced
•	Bagasse
•	Bought-in	pulp
•	Eucalyptus	logs
•	Pine	chips
Internally sourced
•	Recycled	paper
paper converting:
•	Containerboard	and	cartonboard	from	Mpact	mills
•	Bought-in	containerboard	and	other	paper
plastics converting and polymers:
•	Plastic	polymers
•	Recycled	PET	pellets	and	flakes
•	Post-consumer	PET	plastic	waste

recyclIng (including collections, sorting 
and baling)

Mpact Recycling is South Africa’s largest collector of 
recovered paper and plastic. As at 31 December 2016, 
Mpact Recycling had recovered 600,000 tonnes of paper 
and	plastic	recyclables	from	pre-	and	post-consumer	
sources, diverting this recovered fibre from landfills. 

Mpact’s

MPACT’S buSINESS MODEL

Recycling

ManufactuRing

collections 
by Mpact

soRting  
and baling 
by Mpact

Raw  
MateRial 
(internally 

and externally 
sourced)

Refer to pages 30 to 35 for a comprehensive overview of 
the Paper and Plastics business.
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consumptIon
paper products:
•	Packaging	converters	(containerboard	and	

cartonboard)
•	Agricultural	producers
•	FMCG	companies
•	Quick	service	restaurants
•	Other	consumer	and	industrial	packaging	companies
plastics products:
•	FMCG	companies	(carbonated	soft	drinks,	

personal care, pharmaceuticals, food producers)
•	Quick	service	restaurants
•	Agricultural	producers
•	Retail	chains
•	Municipalities

dIstrIbutIon
Mpact places emphasis on a 
customer-focused	operating	
structure to adapt quickly to 
customer needs. As such, the 
Group’s national footprint and 
proximity to its customers, 
contributes to the tightly 
managed distribution network, 
resulting in faster response times 
and reduced transport costs.

manufacturIng
Mpact	is	the	leading	manufacturer	of:
paper products:
•	Containerboard	and	cartonboard
•	Corrugated	products
•	Other	converted	paper	products
plastics products:
•	PET	preforms,	bottles,	jars	and	closures
•	Jumbo	bins,	pallets,	wheelie	bins	and	crates
•	Bottles,	jars	and	tubs	with	in	mould	labelling
•	Styrene	and	PET	trays,	fast	food	containers	

and clear plastic films
•	rPET	pellets

outputs and outcomes

2016 2015

employment of capItal

Revenue R’bn 10.1 9.5
underlying EPS cps 252.7 366.9
Total dividend cps 95.0 110.0
ROCE % 14.2 18.9

manufacturIng

Paper business – Saleable production of 
corrugated packaging million m2 434 437
Plastics business converted
– Plastics tonnes 105,117 99,366
– Preforms, PET bottles and jars tonnes 1.4 bn 1.4 bn

our natural enVIronment

Energy saving per tonne of product since 2012 % 7.0 2.6
Water saving per tonne of product since 2012 % 13.0 6.0
C02e reduction per tonne of product since 2012 % 4.6 4.8

our people

Safety: LTI cases 22 13
Safety: RWC cases 12 22
Safety: LTIFR cases 0.33 0.22
Wellness: VCT rate % 41 56
Wellness: Annual medicals rate % 88 94
Staff costs R’bn 1.6 1.5

our communItIes

Mpact bursary Scheme (bursaries awarded) number 15 0
Employee study assistance R’m 1.5 1.4
Employees trained number 3,884 3,364
Corporate Social Investment R’m 5.5 6.3
black ownership % 16.7 16.7
black women ownership % 10.0 16.7

ciRculaR
econoMy

distRibution

consuMption

colour legend

Internal activities
External activities
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VIsIon

Mpact’s vision is to be a leading 
packaging business with the highest 
ethical standards, delivering exceptional 
value for customers, employees, 
communities and shareholders.

as one of southern 
afrIca’s leadIng 
paper and pacKagIng 
producers, mpact Is 
commItted to:

•	 	acting	as	a	responsible	employer	
and corporate citizen in the 
communities where it operates, 
and managing natural resources 
with care, sensitivity and 
expertise;

•	 	meeting	and	exceeding	
customer’s requirements for 
product and service quality, 
innovation as well as cost 
competitiveness;

•	 	providing	a	safe	and	secure	
working environment in 
which employees can fulfil 
their ambitions and aspire 
to continually improve their 
circumstances; and

•	 	achieving	sustainable,	profitable	
growth through a focus on 
business excellence and strategic 
expansion in chosen markets.

Values

At Mpact we are 
differentiated by our 
people	who	are:
resolute
•	 	Setting	and	achieving	challenging	

targets

•	 	Continuously	identifying	innovative	
ways to do things

•	 	Accountable,	especially	in	the	face	
of adversity

trustWorthy
•	 Honouring	commitments

•	 Transparent

responsIble
•	 	Taking	care	of	their	safety,	health	

and personal development as well 
as that of their colleagues

•	 	Striving	to	meet	or	exceed	our	
customer’s requirements (internal 
and external) for product quality, 
excellent service and cost 
competitiveness

•	 	Treating	our	natural	resources	with	
care and sensitivity

•	 	Doing	what	it	takes	to	deliver	
good sustainable returns to our 
shareholders

buILDING A SuSTAINAbLE,  
STRATEGIC buSINESS THROuGH INNOVATION
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strategy and obJectIVes

the group’s strategy and objectives according to the three strategic pillars:

customer-focused 
operating structure

focus on  
performance

scale
•	 	Maintain	leading	market	positions	

in chosen geographies with scale 
to enable competitiveness at a 
decentralised level

•	 	May	consider	entry	below	leading	
market position but, always 
considering sectors where there is 
potential to lead in future

capability
•	  Invest in sectors where Mpact has 

sustainable competitive advantages 
or at least has the prospect of 
developing them

products and 
geographies
•	 	Rigid	plastics	and	paper-based	

packaging	in	sub-Saharan	Africa	

decentralised structure
•	 Customer-centric

•	 Responsive

•	 Accountable

•	 Flexible

•	  leverage parenting advantage 
wherever possible

•	  Effectively execute differing strategies 
or even hybrids across business units

Innovation and capability
•	 	Applied	to	products	and	processes	 

–	internal	and	external

•	 	Use	of	own	R&D	capabilities	where	
feasible

•	 	Investing	to	meet	new	and	emerging	
demands of customers with good 
returns

Intimate understanding 
of the Value chain
•	  Engage customers and other 

stakeholders to improve supply chain 
efficiency and anticipate changing 
requirements

•	  Product specification bodies, 
marketing and branding people,  
key distribution networks

•	 Make partnerships work

financial returns
•	 ROCE and profitable growth

•	  Disciplined capital allocation  
and spending

•	  Reinvestment and capital allocation 
based on track record

•	  Stringent and continuous cost 
management 

•	 long-term	view	of	investments

•	  Effective risk management and 
governance 

skilled and motivated 
people
•	 	Invest	behind	management	with	

track record

•	 	Reward	performance	and	results	 
and appreciate effort 

•	 	Commit	resources	to	proactive	
training and development of staff

•	 Safety

sustainable practices
•	  Environment

•	 Social

•	 Governance

Specific strategic goals have been developed for the businesses and these are set out in detail in the respective operational reviews.

leading market 
positions
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rIsK management
Mpact has a formal process to identify and manage material risks 
within the business, which could potentially hamper the achievement 
of Mpact’s strategic objectives. It is a structured, systematic process 
integrated into existing management responsibilities. 

Mpact has a systematic approach to risk which evaluates each risk 
against risk appetite and tolerance levels approved by the Board. 
Assessing	the	level	of	risk	is	an	inherent	part	of	Mpact’s	decision-making	
process and in line with the Group’s approach to improving upon and 
managing a sustainable business. 

Through the Risk Management Committee, management regularly 
enhances the Group’s risk identification, evaluation, monitoring and 
control processes. Risk management, aligned with Mpact’s strategy, 
is integral to the Group’s objective of consistently adding value to the 
business.

Mpact’s Risk and Sustainability Manager, Neil Hunt, has overall 
responsibility for overseeing the risk management process. The risk 
assessment	process	follows	a	“bottom-up”	approach,	with	the	input	
by each operation assessed by the Risk Management Committee, and 
then in turn by the Audit and Risk Committee. The full Risk Management 
Review for the year ended 31 December 2016 is set out in detail on the 
Group’s website. 

materIal rIsKs affectIng our strategy 

materIal resIdual rIsKs 
The material risks identified correlate with the Group’s materiality 
determination and stakeholder engagement processes. The material 
principal risks identified and attended to by Mpact are set out in the 
table below. These risks were approved by the Board on 1 March 2017.

resIdual rIsK heat map
RELATIVE IMPACT

LOW

HIGH
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2016 
Residual  
risk ranking

2015 
Residual 
risk ranking underlying risk and its potential impact Mitigation actions taken to limit impacts

      
1

      
1. trading environment

Mpact operates in an uncertain and highly 
competitive trading environment where subdued 
economic growth, excess capacity in the market, 
new entrants and changing ownership within the 
sector, imports, product substitution, and changes 
to customer supply agreements could lead to 
reduced sales and profits for both the Paper and 
Plastics businesses. 

•	 Maintaining	our	leading	market	position.

•	 		Innovation	through	research,	product	design,	product	
diversification and market development. 

•	 long-term	supply	agreements	with	key	customers.	

•	 	Commitment	to	active	customer	service	and	
communication.

•	 Proactive	management	of	costs.	

•	 	Continued	focus	on	quality	with	manufacturing	sites	
certificated to the ISO 9001 standard. 

•	 leveraging	the	integration	in	the	Paper	business.

•	 	Continuous	improvement	of	and	investment	in	
equipment, processes and operational method at all 
manufacturing	sites.	Current	investment	in	the	Felixton	
mill and Mpact Polymers rPET plant highlight this 
commitment. 

•	 	Close	monitoring	of	market	conditions,	nationally	and	
internationally.

      
2

      
2. legislation

More stringent and changing legislation has the 
potential to increase costs of compliance and risk 
of	fines	and	penalties.	Of	particular	concern	are:

•	 	National	Environmental	Management	Act	and	
the	affiliated	Water	and	Waste	Acts

•	 Waste	levies	

•	 	Carbon	tax,	Carbon	Budgets,	and	Pollution	
Prevention Plan Regulations

•	 	Carbon	tax,	Carbon	Budgets,	and	Pollution	
Prevention Plan Regulations

•	 Competition	regulations

•	 B-BBEE	and	EE	regulations

•	 Tax	regulations

•	 labour	Act	and	regulations

•	 OHS	Act

•	 Sugar	Tax

•	 	Mpact	addresses	these	concerns	by	retaining	experts	
in relevant disciplines such as law and tax who assist in 
maintaining vigilance and compliance. 

•	 	In	addition	to	existing	safety	and	environmental	legal	
registers, a management booklet on laws pertinent to 
the Group has been compiled. 

•	 	A	rigorous	schedule	of	internal	and	external	audits	and	
statutory inspections across all disciplines monitors 
compliance. 

•	 	The	Group	also	contributes	to	the	development	of	
legislation by engaging with Government via industry 
bodies. 

•	 	Mpact	continues	to	actively	engage	with	Government	
on emerging environmental legislation such as carbon 
tax and packaging waste levies, water pricing strategy 
and waste regulations which are currently being 
considered.

•	 	The	Group	is	also	actively	working	on	initiatives	to	
reduce the potential costs of environmental legislation 
through improved energy and water efficiency as well as 
through expanding its recycling programmes.

•	 	Mpact	launched	the	Mpact	Foundation	Trust.

•	 	Management	is	co-engaging	with	the	Competition	
Commission pertaining to the investigation initiated in 
2016 that implicated Mpact.

Residual risk barometer

UNSATISFACTORy

WEAK

SATISFACTORy

GOOD

VERy GOOD

RISK	RATING	DECREASES

RISK	RATING	UNCHANGED

RISK	RATING	INCREASES
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2016 
Residual  
risk ranking

2015 
Residual 
risk ranking underlying risk and its potential impact Mitigation actions taken to limit impacts

      
3

      
3. Water supply
•	 	Unreliable	supply	and	deteriorating	quality	of	

water could lead to a loss of production and 
disease outbreak among workers. 

•	 	The	severe	drought	conditions	that	started	
in 2015 and prevailed in 2016 could lead to 
disruption of some Mpact operations due to 
lower quantities and quality of water. 

•	 	Reduction	in	water	consumption	is	a	key	performance	
indicator and investment driver, particularly in the paper 
mills and at Mpact Polymers.

•	 	All	operations	keep	abreast	of	water	supply	and	quality	
issues in their areas.

•	 	Felixton	mill	was	subject	to	water	restrictions	in	2016	
but managed to meet these without loss of production.

•	 	The	drought	in	the	Western	Cape	is	a	concern	and	the	
effects are being monitored.

      
4

      
4. Workforce
labour-related	matters	such	as	strikes,	unrest,	
loss of key skills and cost increases above inflation, 
could lead to loss of productivity and the ability to 
produce quality products competitively.

•	 	The	business	upholds	fair	labour	practices,	which	go	
beyond minimum requirements.

•	 	Regular	interactions	through	formal	and	informal	
channels to resolve labour matters.

•	 	Key	skills	are	identified	and	training	provided	to	carefully	
selected candidates ensuring a sustainable supply of 
skilled personnel.

•	 	Bursaries	and	other	study	opportunities	are	offered	to	
employees and school leavers.

•	 	The	Group	has	retention	mechanisms	to	retain	scarce	
skills and succession planning processes are in place.

•	 	Commitment	to	the	welfare	of	employees	is	
demonstrated by adherence to health and safety 
standards that are a priority at all levels across 
the Group.

•	 	The	three-year	cycle	for	wage	negotiations	in	the	
Plastics business is due for renewal in 2017.

      
5

      
5. raw materials
•	 	Prolonged	shortages	of	key	raw	materials,	such	

as virgin and recovered fibre, containerboard 
and polymers could lead to loss of production, 
changes to product offerings and/or higher 
costs.

•	 	Of	particular	concern	is	the	supply	constraints	
for recovered paper.

•	 	long-term	supply	agreements;	multiple	suppliers;	
utilisation of alternative raw materials and collection of 
recyclables from a variety of sources are all strategies 
used where possible by Mpact.

•	 	Ongoing	investment	in	Mpact	Polymers	rPET	will	
contribute to increased material supply security. 

•	 	Mpact	participates	in	active	industry-wide	lobbying	to	
influence Government legislation to enable the recycling 
industry.

•	 	Working	with	local	Government	to	secure	access	to	
recyclable paper and plastic. 

•	 	The	purchase	of	Remade	in	2016	has	greatly	increased	
Mpact’s access to recyclables.

•	 	Retain	market	position	as	leading	paper	recycler	in	
South Africa and preferred buyer of recovered paper.

      
6

      
6. electricity supply
•	 	Unreliable	supply	and	higher	costs	of	energy	

could lead to a loss of production and 
increased costs.

•	 	The	situation	improved	in	2016	with	no	Eskom	
load shedding although some operations did 
suffer some power outages due to failure of 
distribution infrastructure.

•	 	Energy	efficiency	projects	and	demand	planning	
strategies have been implemented where feasible 
across the Group.

•	 	An	Energy	Manager	has	been	appointed	to	lead	energy	
management strategies across the Group.

•	 	Ongoing	communication	with	Eskom	and	municipalities.

materIal rIsKs affectIng our strategy CONTINuED

Residual risk barometer

UNSATISFACTORy

WEAK

SATISFACTORy

GOOD

VERy GOOD

RISK	PROBABIlITy	DECREASES

RISK	PROBABIlITy	REMAINS	THE	SAME

RISK	PROBABIlITy	INCREASES
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Residual  
risk ranking

2015 
Residual 
risk ranking underlying risk and its potential impact Mitigation actions taken to limit impacts

      
7

      
7. system failures and risks

Catastrophic systems failure, fires, floods, bad 
debts, ICT system failure and breaches of ICT 
security or plant perimeter security could lead to 
prolonged production and distribution interruptions, 
as well as increased costs of working and capital 
replacement costs.

•	 	The	Mpact	Risk	Control	Standards	apply	to	all	
operations and provide guidelines on issues such as 
fire protection, security, emergency preparedness and 
environmental management. Operations are audited 
against these standards. 

•	 	ICT	security	has	become	a	major	focus	and	Mpact	
adopts the best appropriate security standards. 

•	 	Rigorous	ICT	system	backup	programs	are	maintained.	

•	 	Business	continuity	plans,	aimed	at	minimising	
disruptions in the event of disasters, are in place at 
various levels across the Group. 

•	 	Debtors	and	bad	debt	provisions	are	managed	and	
reviewed proactively.

      
8

      
8. plastics: capital projects

Mpact Polymers rPET plant equipment.

•	 	Mpact	Polymers	has	been	constrained	by	equipment	
bottlenecks such as grinders, which are in the process 
of being replaced.

•	 	Improvement	in	yields	are	being	realised	through	better	
sourcing of PET bottles and plant optimisation.  

      
9

      
9. safety in the workplace

Injuries from workplace accidents could lead to 
suffering of employees and contractors, loss of 
skills, reduced production, lower morale and to 
reputational damage. 

•	 	Senior	Management	at	Mpact	demonstrate	a	primary	
focus on safety through the CEO’s Safety Philosophy 
and SHE Policy.

•	 	Operational	management	reinforce	this	by	ensuring	
standards and procedures are in place.

•	 	The	Group	drives	safety	through	various	interventions	
and	systems	including:

	 	–	 Fire	and	Safety	Rules	to	live	by;

	 	–	 Annual	Safety	Plan;

	 	–	 	Hazard	identification	and	Risk	Assessment,	and	Safe	
Work	Practices;	

	 	–	 	A	system	of	Behaviour	Based	Safety	observations	
and interventions to remove identified barriers to safe 
behaviour. 

	 	–	 	An	innovative	safety-culture	training	programme	
using internally developed cartoons.

	 	–	 	Induction	and	annual	re-induction	training.

•	 	Despite	the	level	of	safety	focus	in	the	business,	our	
safety performance in 2016 was not satisfactory and the 
Group is considering new initiatives to increase safety 
awareness and compliance with safety standards. 

      
10

      
10. paper: capital projects

Felixton	mill	Phase	2	upgrade.

•	 	The	Felixton	mill	upgrade	project	is	progressing	well	with	
the final installation planned for June and July 2017.

•	 	A	capable	project	team	is	managing	the	project	and	
there	are	no	known	barriers	to	a	successful	start-up	in	 
July 2017. 

      
11

      
11. critical plant equipment

Major failure/breakdown of critical equipment could 
cause prolonged loss of production and increased 
costs.

•	 	Operations	have	formal	planned	maintenance	
programmes, which include regular equipment 
inspections, condition monitoring, statutory inspections 
and proactive maintenance programmes.

•	 	Capital	is	allocated	annually	to	proactively	replace	or	
upgrade plant and equipment.

•	 	The	Group	also	has	machinery	breakdown	insurance	
cover on critical items of plant.
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benefIcIatIon proJects
•	 Black	liquor	(Dalisu)

•	 liquid	packaging

•	 Bins	and	crates

•	 PET

opportunItIes

enVIronmental steWardshIp
•	 Rehabilitation	of	dams	(Piet	Retief	mill)

•	 Water	saving	initiatives

•	 Reducing	carbon	footprint

•	 Sustainability	targets	align	with	customers’	sustainability	targets

hoW do We measure mpact’s strategIc obJectIVes? 
Mpact rewards its executives and managers in a way that reflects the dynamics of the market and the context in which it operates.

	•	 	Guaranteed	pay:	Annual	market	
pricing exercise is performed to 
benchmark against similar positions 
in	South	African-listed	companies	

	•	 	Regular	communication	with	
customers

•	 Customer	surveys

•	 Short-term	incentives

•	 long-term	incentives

•	 Performance	contracts

leading market 
positions

s o u t h e r n  c r o s s  a W a r d s

•	 Sustainable	development

•	 Product	innovation

•	 Customer	focus

•	 Product	innovation

•	 Safety

•	 People	Development

•	 Operational	Excellence

•	 Corporate	Social	Investment

The remuneration policy of the Company is detailed on pages 45 to 47.

Group opportunities identified are set out in detail in the Chief Executive Officer’s Report and the Operational Reviews of the Paper and Plastics 
businesses.	Opportunities	and	initiatives	include:

customer-focused 
operating structure

focus on  
performance
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INVESTMENT PROPOSITION

2013 2014 2015 2016
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120

Dividend (cents per share)

110 9592
80

Customer-focused	operating	
structure, with the ability to 
identify and implement organic 
growth projects and acquisitions

Strong financial position to exploit 
growth opportunities

Proven track record of profitable 
growth with an experienced 
management team

leading paper and plastics 
packaging manufacturer in southern 
Africa with an integrated paper and 
PET packaging value chain 
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steamIng toWer of 
pIZZa Is a hIt
The yum Group in partnership with Mpact, developed Pizza Hut’s Triple 
Treat box when the chain decided to roll out a triple pack to the South 
African market, following success with a similar concept in Australia and 
the uS.

Rather than copy a quite basic design launched into that market, Mpact 
decided	to	go	its	own	route,	producing	a	home-grown	innovation	that’s	
more sophisticated and sports pioneering features unmatched by its 
international counterparts.

The box holds two 23cm savoury pizzas of the consumer’s choice, 
with a smaller chocolate dessert pizza in the bottom tray, along with 
savoury	snacks	such	as	cheese	twists	and	French	fries.	Wouter	Heunis,	
technical representative of Mpact Operations, explains that the trays 
are	angled	and	tapered	to	eliminate	the	need	for	a	“ledge”	that	a	
conventional 90° angled tray would require to prevent the structures 
from	slipping	into	one	another.	“For	stackability,	the	tray	is	marginally	
smaller	at	the	top	than	at	the	base,”	he	says.	“This	design	is	also	more	
cost-effective	and	easier	to	load	than	a	tray	with	a	ledge	that	restricts	
top	access.”	Flaps	on	the	front	of	each	tray	serve	two	purposes,	he	
continues.	“They	retain	the	heat,	which	ensures	pizzas	reach	the	
consumer’s	home	piping	hot,	just	the	way	freshly-prepared	pizza	 
should	be.”	

Secondly,	they	prevent	contamination	during	transit.	“The	bottom	
tray has a divider that separates the dessert pizza from the snacks 
and protects the contents in the unlikely event that the tray come into 
contact with the one above. Once loaded, a locking device clicks into 
place top and bottom, so the three trays cannot slide out. A finger hole 
at the rear of the carton allows the consumer to push out the top tray; 
and allows excess steam to escape, improving carton performance and 
food presentation.

The	E-flute	pack	is	thin	yet	robust.	“The	fluting	is	vertical	rather	than	
horizontal,	which	provides	added	stacking	strength,”	says	Wouter.	 
“The	material	used	is	food	safe	to	prevent	migration	of	flavour	from	the	
board	to	the	product.	Non-volatile	water-based	inks	are	used	in	the	
two-colour	flexographic	printing.”

Simple yet striking aesthetics. The agency did a good job on the design, 
comments	Mpact	graphic	designer	Marlaine	Peenz.	“Aesthetically,	it’s	
simple	yet	striking,	even	though	only	two	colours	are	used,”	she	says.	
“Often,	artwork	from	agencies	is	a	challenge,	as	they’re	unaware	of	
the limitations of flexographic printing on corrugated cardboard, and 
our experienced DTP operators have to suggest workable solutions. 
It’s	ground-breaking,	trendsetting	and	the	subject	of	much	consumer	
clamour.	There’s	certainly	nothing	leaning	about	Pizza	Hut’s	three-storey	
pizza	tower:	just	a	sturdy	structure	that	takes	pizza	from	oven	to	plate	in	
a	robust	corrugated	pack.”	

Source: www.packagingmag.co.za May 2016

PRODuCT INNOVATION
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MESSAGE FROM THE CHAIRMAN

tony phIllIps

REMADE ACQuISITION FORMS PART 
OF MPACT’S LONG-TERM STRATEGY 
OF SOuRCING RECOVERED PAPER 
AND PET bOTTLES TO SuPPLY 
INCREASED DEMAND.

The past year has been an eventful one for Mpact, from officially 
opening	its	state-of-the-art	Mpact	Polymers	rPET	plant	on	10	May	
2016, to facing some of its most challenging market and trading 
conditions since listing in 2011. The focus of the Board has been to 
ensure that the Group’s strategy was robust enough to address the 
various risks and issues identified by management. The differentiating 
factor that mitigated some of the risks and issues was, and continues  
to be, Mpact’s focus on innovation.

one of the highlights	this	year	was	obtaining	The	Coca-Cola	Company	
approvals for the Mpact Polymers rPET plant, following stringent 
technology and extensive facility audits. Although this process was 
not without its challenges, Mpact has made commendable progress 
with	producing	its	Savuka™	PET,	the	first	bottle-to-bottle	Coca-Cola	
approved rPET in South Africa, with strong support from Government, 
the Industrial Development Corporation (IDC), Amalgamated Beverage 
Industries	(ABI),	now	Coca-Cola	Bottling	Company	of	Southern	Africa,	
The	Coca-Cola	Company	and	SABMiller	(part	of	AB	InBev).

Another highlight was the acquisition of remade, a waste 
management company (refer to page 30). The business has been 
integrated in our existing business and its contribution has been very 
successful, given the shortage of waste paper experienced during 2016. 

The year will be remembered for its political and economic surprises. 
It started with both local and international fund managers selling off 
investments following the successive changes in Treasury in December 
2015,	the	surprising	vote	in	the	United	Kingdom	for	Brexit	in	June	2016,	
our local Municipal Election on 3 August 2016, the student protest 
actions against tertiary education that paralysed most universities across 
the country and the election of Donald Trump as uS President on 
8 November 2016. The volatility of the Rand against the major currencies 
attests to the impact these events had. South Africa’s neighbouring 
countries have not fared much better and as a result of the woes, in 

ResPonsiBLe
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particular,	faced	by	Zimbabwe,	Mpact	regrettably	decided	to	close	down	
its operations in that country (see the Chief Executive Officer’s Report).

mpact’s performance	reflects	both	the	macro-economic	state	of	
affairs and influences as well as the impact of the significant change in 
market dynamics during 2016 in the local paper sector. Various capital 
investments in both our Paper and Plastics businesses have been made 
to	support	our	business	strategy	of	improving	our	cost-competitiveness	
and expanding output capacity whilst complying with environmental 
legislation. The Remade acquisition aligns with this strategy and 
complements Mpact’s existing recycling business. 

A reliable supply of electricity and water is important for Mpact’s 
manufacturing operations. In the year under review, South Africa 
experienced one of its most severe droughts in 60 years, and despite 
good rain across most parts of the country recently, dam water levels in 
some parts remain critically low. Associated water restrictions in several 
parts of the country have affected manufacturing operations. Mpact 
continued with its interventions in reducing water consumption through 
process optimisation, water treatment and recycling water. Additionally, 
the reduction of water consumption remained a key consideration when 
considering new investments such as plant upgrades. 

electricity supply to most of our operations was uninterrupted except 
at Mpact Polymers and Mpact Plastic Containers in Brits. 

The ongoing success of Mpact is dependent on the skills, health, 
safety and development of its workforce. Mpact’s competency 
framework, aligned with the Group’s overall strategy, provides clarity 
and guides the recruitment process, performance management, and 
development of our employees. The identification, acknowledgement, 
and associated investment in talented employees further enhance our 
succession planning and leadership development. The succession 
of Ralph von Veh by Johan Stumpf as Managing Director of Paper’s 
Corrugated business was successfully implemented at the beginning 

of 2016. In collaboration with the Gordon Institute of Business 
Science (GIBS) and Henley Business School, 30 leaders participated 
in and benefited from Mpact’s customised leadership development 
programmes during the year. The participation in skills development 
programmes and assistance to the employees wishing to improve 
their	job-related	skills	and	further	their	formal	education,	are	strongly	
encouraged by Mpact. 

Our safety performance was disappointing. This matter is set out in 
more detail in the Chief Executive Officer’s Report and the Sustainability 
Review on the Group’s website as Mpact is making changes to the way 
in which the Group measures and manages its safety performance.

Mpact remains committed to maintaining high standards of corporate 
governance and demonstrating honest and responsible conduct. This 
is encapsulated in the Group’s Code of Ethics and managed through 
the risk management process and other internal control processes. 
Our principles and policies are set out in more detail in the Corporate 
Governance Report on page 40. Mpact’s Code of Ethics can be viewed 
on Mpact’s website. 

On 26 May 2016, the Competition Commission notified the Company 
that it was investigating alleged contraventions of the Competition 
Act by Mpact. Mpact continues to engage with the Competition 
Commission on this matter.

Mpact is conscious of its impact on the environment and as the 
leading recycler of paper and plastic in South Africa, has projects to 
raise awareness of the benefits of recycling. Mpact also continues to 
invest in the communities in which it operates by supporting sustainable 
initiatives.	During	the	financial	year,	we	invested	R5.5	million	(2015:	
R6.3 million) on csI initiatives. Details are in the Sustainability Review 
available on the website. 

the mpact foundation trust, established in 2015, benefits previously 
disadvantaged	stakeholders	and	supports	existing	B-BBEE	initiatives	
not only in our business, but also in the communities we operate in. 
(Refer	to	The	Mpact	Foundation	Trust	Chairperson’s	Report	on	page	63.)	

We	would	like	to	welcome	Ms.	Maya	Makanjee	who	was	appointed	to	
the	Board	on	5	September	2016.	She	is	an	independent	non-executive	
director and a member of Mpact’s Social and Ethics Committee and 
the	Remuneration	and	Nomination	Committee.	We	support	gender 
diversity and as at 31 December 2016, the Board composition of 
females	exceeded	our	target	of	35%.

The outlook for 2017 is uncertain, however, the Board and I are 
confident that Mpact’s strategy addresses material risks and is geared 
towards	creating	innovative	and	sustainable	growth	over	the	long-term.	

On behalf of the Board I would like to extend our thanks to Bruce 
Strong and his team for their diligence and hard work, during what has 
been a challenging year. An experienced and motivated management 
team ensures that the business remains a leader in its industries.  
Thank you to my fellow Board members for your continued support  
as well as time, energy and wise counsel.

tony phillips
Chairman

1 March 2017
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CHIEF ExECuTIVE OFFICER’S REPORT

bruce strong

2017 IS ExPECTED TO REMAIN 
CHALLENGING FOR MPACT. WE ARE 
HOWEVER CONFIDENT THAT OuR 
STRATEGY WILL ENAbLE uS TO 
ACHIEVE SuSTAINAbLE GROWTH.

Resolute

This has been a challenging year for Mpact, especially when compared 
to	2015	when	the	Group	achieved	profit	growth	of	36.3%	over	the	
prior year.

The disappointing financial results for the year ended 31 December 
2016 were mainly due to high recovered fibre prices, lower 
containerboard sales, a significantly higher tax rate and higher finance 
costs compared to the prior year as well the loss made by Mpact 
Polymers.

The converting businesses of Paper and Plastics delivered good 
results despite challenging trading conditions and increased levels 
of competition. 

In the Paper manufacturing business, lower external containerboard 
sales were a result of certain Mpact customers increasing 
containerboard capacity in their own paper mills during the first quarter 
of the year. This also caused a shortage of recovered fibre, specifically 
old corrugated containers (OCC), which is a key raw material in paper 
manufacturing. Consequently, OCC prices reached record levels which 
could not be fully recovered in containerboard selling prices, thus 
impacting profitability further. 

While	these	factors	hurt	our	Paper	manufacturing	business’	profitability	
during the period, and will have an effect in 2017 as well, we are 
confident that our interventions will yield good results and sustainable 
growth in future. 

These interventions include the acquisition of Remade in May 2016, 
until then the largest independent recycling business in South Africa. 
The acquisition complements a number of initiatives by Mpact Recycling 
to expand its own collections of paper and plastic, and to increase 
recycling rates of these materials in South Africa. This in turn will ensure 
a sustainable and cost effective supply of waste paper and used PET 
bottles, which are key raw materials in some of our bigger operations. 
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The full strategic benefit of Remade will only be realised once our 
obligations to supply our competitors with waste paper have been met 
early in 2018. 

A further related intervention in the Paper business is the R765 million 
Felixton	paper	mill	upgrade	project,	the	final	phase	of	which	is	due	to	be	
completed during the second half of 2017. This will significantly improve 
our cost competitiveness, the quality of our products and also enhance 
our product offering in the recycled containerboard and corrugated 
markets, offering products that currently have limited availability in 
South Africa.

The loss in Mpact Polymers was greater than we had planned during 
the	ramp-up	phase.	While	the	throughput	of	the	plant	for	the	full	
year was reasonable compared to our initial estimations, the cost of 
production was significantly higher and average rPET selling prices 
were lower. On the positive side we secured all required approvals 
from major customers who are now using Mpact’s SavukaTM PET in 
their	packaging.	We	remain	very	optimistic	about	the	prospects	of	this	
business given the progress made to date and the ambitions of our 
customers to increase recycling rates of PET. 

Following	a	review	of	the	prospects	for	our	plastics	manufacturing	
operation	in	Zimbabwe,	including	the	capital	expenditure	required	
to remain competitive, a decision was taken to close it during 2016. 
The Group remains committed to meeting the obligations we have to 
customers	in	Zimbabwe	through	supplies	from	South	Africa.	

The	financial	performance	of	the	Group	is	set	out	in	the	Chief	Financial	
Officer’s Review on pages 68 and 69 with the Paper and Plastics 
business operational reviews detailed on pages 30 to 35 of this report.

On the people front, engagements through CEO Imbizo’s at several of 
the Group’s operations provided opportunities to celebrate successes 
in person with our employees and also to gain insight into opportunities 

they have identified as well as their concerns. On the whole, issues 
raised were not dissimilar to those concerning most conscientious 
South Africans and included transformation and opportunities for 
advancement and prosperity. To this end Mpact has a comprehensive 
skills development and talent management programme for employees. 
The	Group	also	provides	financial	assistance	to	employees	for	part-
time tertiary studies which amounted to approximately R1.5 million in 
2016.	As	part	of	our	transformation	initiatives	the	Mpact	Foundation	
Trust, which was established in 2015, awarded 15 fully funded tertiary 
education bursaries to dependants of previously disadvantaged Mpact 
employees during the year.

I am also pleased with our progress in achieving meaningful 
transformation. transformation is an important aspect of sustainability. 
It must be value accretive and translate into true empowerment. 
As such, I am proud of the transaction concluded towards the end of 
2016, between Mpact, Mr Mohlomi Mothobi, previously a director and 
employee of Mpact Operations Proprietary limited and Dr. Nathi Nqobo, 
also previously an employee of Mpact’s Paper business, which realised 
the establishment of Dalisu Holdings Proprietary limited (Dalisu). Mpact 
owns	a	49%	equity	interest	in	Dalisu,	an	industrial	chemicals	company	
which will focus on the commercialisation and marketing of dust 
suppression products within the mining industry. The main ingredient in 
this	chemical	product	is	one	of	the	by-products	generated by	Mpact’s	
Piet Retief paper mill.

The succession of the corrugated business Managing Director has been 
a remarkable success with Johan Stumpf now being firmly in the driving 
seat and Ralph von Veh continuing to make a valuable contribution in 
Remade, Mpact Polymers and other converting businesses.

Mpact’s zero harm approach to safety is guided by the CEO’s Safety, 
Health	and	Environmental	Philosophy	which	states	that,	“all	injuries,	
occupational illnesses, safety and environmental incidents and fires are 
preventable	and	the	target	for	them	is	zero”.	
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During 2016 we added a new safety performance indicator to the lost 
Time	Injury	Frequency	Rate	(lTIFR),	which	we	have	called	the	Serious	
Injury	Frequency	Rate	(SIFR).		Where	the	more	common	lTIFR	is	based	
on	the	number	of	fatalities	and	lost	Time	Injuries	(lTI),	the	SIFR	adds	to	
these	Restricted	Work	Cases	(RWC).		We	believe	this	provides	a	better	
measure	of	our	zero	harm	objectives.	The	SIFR	for	the	Group,	excluding	
Remade, decreased from 0.54 in 2015 to 0.51 in 2016 thanks mainly 
to	a	decrease	in	RWC’s.	Including	Remade,	the	SIFR	for	2016	was	
0.63. A testimony to how Mpact’s approach to safety makes a positive 
difference is reflected in the remarkable transformation within Remade 
after only eight months in the Group. They recorded 44 lTI’s in the 
12 months prior the date of acquisition which improved to nine lTI’s 
in the eight months thereafter. Although this is still not acceptable, the 
progress	is	self-evident.	

Mpact’s strategy and objectives, summarised on page 11, are to 
maintain	and	grow	our	leading	market	positions,	enhance	our	customer-
focused operating structure and deliver sustainable financial returns.

The economic outlook for 2017 remains subdued and most of the 
factors that impacted negatively on the profitability of the Group in 2016 
are likely to persist.

The negative effects of excess recycled containerboard capacity in 
South Africa are expected to continue during 2017. This together with 
higher recovered paper prices is expected to exert pressure on the 
profits in the Paper business.

The	completion	of	the	R765	million	Felixton	mill	upgrade,	due	in	the	
second half of 2017, is on schedule and within budget. As part of the 
project, the mill is scheduled to be shut for 50 days starting at the end 
of May 2017. 

We	anticipate	an	improved	trading	performance	in	Mpact	Polymers	on	
the back of increased demand for SavukaTM PET, higher throughput and 
a better yield. 

Across the business, our focus in the short term is to improve 
profitability and ROCE despite the prevailing trading conditions. 
In addition, we will continue to pursue strategic growth opportunities 

across the Group. These include the R150 million expansion of the 
Port Elizabeth corrugating facility as well as capital investments of 
over R120 million in the Mpact Plastics containers facilities in Brits and 
Atlantis, all of which were approved by the Board during 2016.  

The expansion of the Port Elizabeth plant is scheduled to be 
completed during the second quarter of 2018, and will bring to an 
end our extensive capital investment programme in corrugated which 
commenced about six years ago and has seen cumulative investments 
of over R800 million. This business is now well capitalised and 
able to meet the future demands of our customers in terms of cost 
competitiveness, quality and service. The Plastic containers investment 
will further enhance our leading market position in the agricultural jumbo 
bin and wheelie bin sectors.

I would like to express my sincere appreciation to Tony Phillips, our 
Chairman, and the Board for their guidance and support during the 
year. I would also like to thank the Mpact team for their dedication 
and resilience and for remaining focused on achieving our strategic 
objectives despite the trying conditions. To our various stakeholders and 
partners, we extend our thanks for your continued support. 

We	believe	that	Mpact	has	a	robust	strategy	and	that	we	have	the	
necessary agility to respond to both the challenges and opportunities 
going	forward.	We	remain	committed	to	delivering	profitable	growth	for	
the Group over the long term for the benefit of all our stakeholders.

bruce strong
Chief Executive Officer

1 March 2017

CHIEF ExECuTIVE OFFICER’S REPORT CONTINuED
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ExECuTIVE MANAGEMENT

role and functIon 
of the exco
The Exco, under the CEO’s 
leadership, is responsible for the 
execution	of	the	Board-approved	
strategy	and	the	day-to-day	
running of the business, and is 
accountable to the Board in this 
regard. 

This committee, which meets six 
times a year, is responsible for 
the Group’s operational activities, 
developing strategy and policy 
proposals for consideration by 
the Board and implementing the 
Board’s directives. The committee 
has a properly constituted 
mandate and terms of reference. 
Other	responsibilities	include:

•	 	leading	the	executive,	
management and staff of the 
Group;

•	 	developing	the	annual	budget	
and business plans for 
approval by the Board;

•	 	developing,	implementing	
and monitoring policies 
and procedures, internal 
controls, governance, risk 
management, ethics and 
authority levels;

•	 	monitoring	and	enforcing	
good corporate governance 
practices and the application of 
the Code of Ethics, as defined 
and adopted by the Board;

•	 	guiding	and	controlling	the	
overall direction and control of 
Mpact, and acts as a medium 
of communication between 
business units, subsidiaries 
and the Board;

•	 	ensuring	appropriate	co-
ordination between Mpact, its 
subsidiaries and the various 
business units; and

•	 	ensuring	the	adequacy	
of the Group’s reporting 
arrangements. 

The Exco has specific key 
performance areas and targets 
which are set in line with the 
approved strategy and monitored 
by the Board with the assistance 
of the Remuneration and 
Nomination Committee.

John William hunt (53)
BSc (Eng), MSc (Eng)  
(University	of	KwaZulu-Natal)

John has held the position of 
Managing Director of the Recycling 
division since May 2011. His previous 
role was as the Business Manager 
for Technology Optimisation in 
the Group. He has served as the 
Executive Director of the Paper 
Manufacturers Association of South 
Africa and has more than 20 years’ 
experience in the paper industry.

 

mohlomi peter mothobi (50)
BSc (Chemistry) (National university 
of lesotho), BSc (Chem. Eng.) 
(university of Pretoria), MBA 
(University	of	Wales)

Mohlomi joined Mpact as General 
Manager:	Business	Development	
in	February	2012	from	Tetra	Pak	
where he worked for 11 years as the 
Projects and Engineering Manager 
for	sub-Saharan	Africa.	Mohlomi’s	
main focus was developing business 
opportunities for Mpact beyond 
the regions in which the Group 
operates. Mohlomi resigned effective 
1 January 2017 as a Director and 
employee of Mpact Operations.

neelin naidoo (53)
MBA	(Herriot	Watt	University,	 
United	Kingdom),	FCIS,	FCMA

Neelin joined Mpact as the Managing 
Director of Mpact Plastics on  
1 November 2013. Neelin was the 
CEO of MCG Industries and has 
over 30 years’ experience in the 
packaging industry. He is a Director 
of the Polyolefin Recycling Company 
(Polyco).

management
Mpact	has	a	solid	management	team,	each	with	years	of	experience	and	in-depth	understanding	of	the	
packaging industry necessary to deliver against the Group Strategy. 

During the year under review, Mohlomi Mothobi, previously a member of the executive management 
team, resigned as a director and employee of Mpact Operations, to establish Dalisu together with 
Mpact. Dalisu aligns with Mpact’s beneficiation strategy. Refer to the CEO’s Report on page 25 for more 
information on Dalisu.
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hugh michael thompson (51)
BCom, CTA  
(university of South Africa), CA(SA)

Hugh has been the Managing Director 
of the Paper Manufacturing division 
since October 2009. He fulfilled the 
role	of	CFO	of	Mpact	until	March	2007	
and then the role of Managing Director 
of the Plastics division until September 
2009. He has more than 10 years’ 
experience in the packaging sector.  
He was previously Senior Vice 
President	(Corporate	Finance)	for	
Anglo American South Africa limited.

S
u

M
M

A
R

IS
E

D
 

C
O

N
S

O
lID

ATE
D

  
FIN

A
N
C
IA
l	S

TATE
M
E
N
TS

A
D

M
IN

IS
TR

ATIO
N

Johan stumpf (49)
BEng (Hons)(Industrial),  
MBA (Cum laude)

Johan joined Mpact on 1 October 
2015 and was appointed Managing 
Director of the Corrugated business 
with effect 1 January 2016. He served 
as	Managing	Director	of	the	Klein	
Karoo	Group	since	2009.	Prior	to	
joining	the	Klein	Karoo	Group,	Johan	
spent six years as Managing Director 
of Sundays River Citrus Company (Pty) 
ltd, the largest packer and marketer 
of citrus in southern Africa. Johan’s 
diverse experience also includes six 
years with SABMiller as production 
and engineering manager as well as 
management and executive roles 
in supply chain management and 
consulting.

ralph von Veh (65)
Ralph was the Managing Director of 
the Corrugated business until  
31 December 2015, having been 
in this position since 1999. Ralph 
remains with the Group as a member 
of Mpact’s Executive Committee, 
responsible for Remade, Mpact 
Polymers, Detpak and Pyramid, and 
represents Mpact’s interests on the 
boards of other Mpact subsidiaries 
and associates. Ralph will also 
assume responsibility for certain 
strategic business initiatives. Prior to 
joining Mpact, Ralph was the Regional 
Director	of	Kohler	Corrugated.	He	has	
more than 40 years’ experience in the 
paper and packaging industry. Ralph is 
a director of Packaging SA.

noriah mmapule sepuru (45)
FCIBM,	ACIS

Company Secretary

Noriah was appointed Group 
Company Secretary at Mpact on  
1 December 2011. Prior to this, 
Noriah was Company Secretary at 
Jasco Electronics Holdings limited 
and spent four years at Barloworld 
limited in various Company Secretarial 
positions. Noriah is a member of 
Institute of Directors South Africa, an 
Associate Member of the Chartered 
Institute	of	Secretaries	and	a	Fellow	
Member of the Chartered Institute of 
Business Management.

mpact INTEGRATED REPORT 2016
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composItIon
The	Exco	comprises	Bruce	Strong	(Chairman),	Brett	Clark	(CFO),	Hugh	Thompson,	John	Hunt,	Neelin Naidoo,	Johan	Stumpf	and	Ralph	von	
Veh as the members. Other senior managers attend the meeting by invitation. 



MPACT Integrated report 2016

30

fInancIal hIghlIghts 

PAPER buSINESS 

operatIonal actIVItIes
Mpact Recycling has 16 recycling operations around the country, which 
include Remade’s nine operations. Recovered recyclable materials such 
as paper and used PET bottles are sourced through a multitude of 
pre-	and	post-consumer	programmes	run	by	Mpact	Recycling	of	which	
Remade is a subsidiary. The materials are then sorted and baled before 
being sent onto Mpact’s paper mills and to Mpact Polymers to be used 
as raw materials. 

Mpact	has	three	paper	mills	located	in	Springs	(Gauteng),	Felixton	
(KwaZulu-Natal)	and	Piet	Retief	(Mpumalanga)	that	manufacture	
recycled-based	packaging	and	industrial	paper	grades	such	as	
containerboard and cartonboard.

The Group’s main markets for packaging and industrial paper include 
corrugated board and box producers and other containerboard 
converters. Mpact also has exclusive distribution rights to sell 
ProVantage Baywhite™, a premium quality white top kraftliner produced 
by	Mondi,	in	sub-Saharan	Africa.	Cartonboard	is	sold	to	folding	carton	
converters and other producers of industrial products, as well as for 
other uses such as the manufacture of cards and book covers.

The	containerboard	produced	averages	approximately	35%	hardwood,	
softwood	and	bagasse	pulp	and	65%	recycled	fibre-based	pulp.	 
The	upgrade	of	the	Felixton	mill	will	eliminate	the	mill’s	use	of	bagasse.

The Paper converting business manufactures premium quality 
corrugated	packaging	products,	provides	high-graphic	printing	
capabilities	and	other	converted	paper	products	primarily	for	the	QSR	
sector. It comprises 14 converting plants, nine in South Africa, one in 
Mozambique, two in Namibia and one in Botswana. 

Mpact	owns	a	51%	interest	in	Pyramid,	a	paper	bag	and	sacks	
manufacturing plant in Gaborone (Botswana). Pyramid manufactures 
paper bags for maize products, sugar and flour, as well as sacks for 
charcoal	and	cement.	Mpact	also	has	a	51%	interest	in	Detpak	South	
Africa, which offers an extensive range of paper and board packaging 
solutions including cups, lids, cartons, bags, napkins, trays and clam 
shells	for	the	QSR	sector.	

operatIonal performance
Revenue	in	the	Paper	business	increased	by	5.2%	to	R7.4	billion	of	
which	4%	is	attributable	to	Remade	which	was	acquired	in	May	2016.	
Excluding	Remade,	Paper	segment	volumes	declined	7%	while	the	
average price variances reflect a significant mix component. underlying 
operating	profit	of	R664.1	million	was	17.3%	lower,	on	the	back	of	
higher recovered paper costs and lower external sales volumes.

The Paper converting business delivered a stable performance, growing 
revenue and maintaining margins, despite the drought, challenging 
trading conditions and increased levels of competition.

lower containerboard sales were a result of certain Mpact customers 
increasing containerboard capacity in their own paper mills during the 
first quarter of the year. This  caused a shortage of recovered paper, a 
key raw material, which led to higher input costs that could not be fully 
recovered in selling prices, thus further impacting profitability.

According to The Paper Manufacturers Association of South Africa, the 
paper	recovery	rate	in	South	Africa	for	2015	was	over	60%,	well	ahead	
of	global	recovery	rates	of	56%.	

Demand for fibre by Mpact’s paper mills was largely met but 
approximately	6,600	tonnes	(2015:	6,900	tonnes)	of	waste	paper	had	
to	be	imported	during	the	year.	Mpact	recovered	623,000	tonnes	(2015:	
527,000 tonnes) of recyclable materials in 2016. The increase reflects 
the contribution of Remade which was acquired in May 2016.

The corrugated and converted paper products business’ results were 
stable with total volumes slightly lower than the previous year. Saleable 
production in 2016 of 434 million m2 of corrugated packaging was 
achieved	(2015:	437	million	m2). The combined sales of recycled 
containerboard and cartonboard for the year ended 31 December 2016 
were	405,260	tonnes	(2015:	427,640	tonnes).		

Detpak	performed	well	on	the	back	of	QSR-growth,	despite	consumers	
downsizing to more economic portions. Pyramid experienced a highly 
competitive market and delivered subdued results. Cost saving and 
efficiency improvements continued on the back of capital investments  
in modern equipment and stringent cost control.
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strategy and obJectIVes
Mpact’s Paper business is based on an integrated strategy from 
collecting recyclables to manufacturing packaging papers and 
producing corrugated and converted paper products. The shift in 
strategies on the part of Mpact’s competitors and major customers, 
where Mpact’s paper manufacturing customers increasingly focus on 
backward integration by manufacturing their own paper, has had a 
marked impact on the corrugated paper industry, from waste paper 
collection right through to manufacturing. Despite these challenges 
together with economic pressures being experienced by customers, 
Mpact continues to adopt interventions that will enable it to maintain 
and grow its leading market position and improve efficiency.

The Recycling business continues to form a vital part of the paper 
packaging value chain as it allows for input cost management and 
security of supply for the paper manufacturing business. Mpact 
acquired Remade in May 2016 to meet the increase in recycled paper 
and	plastics	demand	for	the	upgraded	Felixton	mill,	the	new	Mpact	
Polymers	rPET	plant	and	the	recently	commissioned	liquid-packaging	
recycling plant at the Springs Paper mill. Remade is collector and 
trader of recyclable packaging materials. The Remade acquisition is 
an excellent fit with Mpact’s existing recycling business and meets 
the Company’s integrated strategy and objectives. The recycling 
market is expected to remain tight in 2017 with robust waste paper 
demand continuing.

Mpact’s success is dependent on both ensuring that its processes at its 
paper mills are efficient and cost effective and its product offerings are 
relevant. Mpact is pleased to report that each capital project undertaken 
during 2016 was successfully commissioned and fulfilled the strategic 
objectives	set.	The	completion	of	the	R765	million	Felixton	mill	upgrade,	
due in the second half of 2017, is on schedule and within budget. As 
part of the project, the mill is scheduled to be shut for 50 days starting 
at the end of May 2017.

The Company has approved an investment to the value of 
approximately R150 million to modernise and expand the Port Elizabeth 
corrugated plant, which will allow Mpact to meet the increase in 
demand in the agricultural sector in the region. 

 

rIsK and sustaInabIlIty

employees

The	Paper	business	employed	3,536	employees	(2015:	2,897	
employees) as at 31 December 2016. The increase is mainly attributable 
to the Remade acquisition.

customers and suppliers

62%	of	the	paper	recovered	by	Mpact	Recycling	was	consumed	
internally in the production of cartonboard and containerboard 
products, with the balance sold off to Mondi Shanduka Newsprint and 
other customers.

The recovery and recycling of paper in South Africa ensures local 
beneficiation of raw materials and the creation of jobs. Approximately 
32%	(2015:	27%)	of	the	cartonboard	and	containerboard	manufactured	
by Mpact’s paper mills is consumed internally by Mpact’s paper 
converting business in the production of corrugated board. The balance 
is sold to other converters. The top 10 external paper manufacturing 
customers	represented	approximately	58%	(2015:	69%)	of	paper	
manufacturing	external	sales	in	2016,	with	approximately	14%	(2015:	
10%)	of	the	products	produced	being	exported,	mainly	to	other	
African countries.

Corrugated	customers	include	producers	of	agricultural,	FMCG	and	
other	durable	and	non-durable	goods	that	use	packaging	primarily	for	
the	protection	of	goods	in	transit	and	for	point-of-sale	display,	while	
converted	paper	product	customers	are	mainly	in	the	QSR	industry.	
The top 10 corrugated packaging and converted paper products, 
customers	represent	approximately	25%	(2015:	26%)	of	the	external	
corrugated packaging and converted paper products sales in 2016.
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material risks and opportunities

The overall key risks and opportunities for the Group are set out pages 13 to 15 of the Integrated Report. However, the major risks and opportunities 
that	could	specifically	influence	the	Paper	business	and	which	are	managed	on	a	continuous	basis	are	set	out	below:

Material risks Management of these risks

Volume of recovered paper declining 

•		 	Retain	market	position	as	the	leading	paper	recycler	in	South	Africa	
and preferred buyer of recovered paper.

•	 	Remade	acquisition	will	benefit	Mpact	once	long-term	commitments	
with existing customers end.

Imported product as well as competitor expansion creating 
over-capacity	in	the	local	market

•	 	Invest	in	Mpact’s	plants	and	equipment	to	improve	the	quality	of	
products, flexibility and capabilities and to ensure that the products 
meet the market needs.

Changes in competitor landscape and customer backward 
integrated strategies

•	 	Drive	production	efficiencies	and	cost	containment	through	
rationalisation, streamlining and automation to maintain margins.

•	 Product	innovation	key	to	ensure	customer	retention	and	expansion.

Water	supply	restrictions

•	 	Monitor	water	consumption	on	a	daily	basis	and	interact	with	
relevant authorities.

•	 	Drive	to	decrease	water	consumption	at	all	the	paper	mills	and	
manufacturing plants.

•	 	Government-planned	upgrade	of	the	Tugela	Water	Transfer	Scheme	
will assist with the sustainability of water supply from around 2018 at 
the	Felixton	Paper	mill.

Power supply outages resulting in lost working hours and 
supply shortages

•	 Ongoing	communication	with	Eskom	and	local	municipalities.

•	 Work	different	shifts	to	manage	capacity.

Economic and competitive influences on sectors  
and consumers outside of Mpact’s control

•	 	Consistently	delivering	smarter,	sustainable	solutions	to	its	
customers to meet their objectives and strategy.

•	 Monitor	land	reform	policies	and	impact	on	agricultural	customers.

PAPER buSINESS CONTINuED

opportunities

•	 	Continue	to	offer	employment	opportunities	for	entrepreneurs	and	
for	traders	to	deliver	recovered	paper	to	buy-back	centres.	

•	 	Opportunities	for	optimisation	and	expansion	with	upgraded	plant	
and equipment.

•	 Acquisition	opportunities	in	converted	paper	products.

•	 	Continue	to	educate	consumers	and	municipalities	regarding	the	
benefits of recycling waste.

•	 Align	capital	spend	with	growth	industries	in	existing	regions.

•	 Export	opportunities	into	Africa	and	South	East	Asia.

Industry associations

•	 Paper	Recycling	Association	of	South	Africa	(PRASA)

•	 Paper	Manufacturing	Association	of	South	Africa	(PAMSA)

•	 Packaging	SA

•	 Printing	South	Africa	–	Statutory	Council

•	 Institute	of	Packaging

environmental sustainability

All three paper mills and corrugating plants carry the ISO 14001 and ISO 
9001 certification, while the recycling operations, excluding Remade, 
carry ISO 14001 certification, demonstrating Mpact’s commitment to 
world class environmental and quality management standards.

The	paper	mills	also	carry	the	Forest	Stewardship	Council	(FSC)	mixed-
source accreditation. This emphasises the responsible management 
of raw materials throughout the product lifecycle of Mpact’s products, 
ensuring	the	re-use	of	wood	fibre-based	raw	materials	and	preventing	
waste paper from entering landfill sites. In line with this, virgin pulp used 
in	the	white-lined	products	is	also	sourced	from	FSC-accredited	mills.

Mpact acknowledges  that South Africa is a water scarce country. 
In light of this the paper mills have invested and continue to make 
capital investments to reduce water consumption, through process 
optimisation, water treatment and recycling, and investment in low 
water technologies.

Mpact continues to engage on the water issue with various parties, 
including government, not only because this pertains to the availability 
of the water, but also to water quality. Of concern to the business is 
the failure of sewage and water treatment plants, which combined with 
constrained municipal water supply, poses a threat of the outbreak of 
waterborne diseases across the country.  

Similarly the paper mills and corrugating operations have invested 
in technologies to reduce energy consumption of fuels used on site 
and electricity purchased, thereby reducing reduced greenhouse gas 
emissions.  

Please see our Sustainability Review 2016 on the Group’s website for 
more detail.
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fInancIal hIghlIghts 

operatIonal performance 
Revenue	in	the	Plastics	business	increased	by	8.6%	to	R2.8	billion	due	
to higher selling prices and a favourable mix of products sold. Sales 
volumes in the Plastics converting business were in line with the prior 
year. Sales in Mpact Polymers for the year totalled 7,603 tonnes of 
which 4,310 tonnes were to external customers.

Underlying	operating	profit	of	R168.4	million	declined	15.3%	from	the	
prior year, mainly as a result of the loss incurred in Mpact Polymers. 
The loss	in	Mpact	Polymers	was	greater	than	planned	during	the	ramp-
up phase because of higher costs of production and lower average 
rPET selling prices. All of the required approvals from major customers 
have been secured and they are now using Mpact’s Savuka™  PET, in 
their packaging.

The Plastics converting business achieved an underlying operating profit 
of	R255	million	with	a	margin	of	9.4%.	The	after-tax	cost	attributable	to	
the	closure	of	the	Zimbabwe	operation	of	R30	million	is	disclosed	as	a	
special item.

Sales volumes measured in tonnes were unchanged for the period 
under review. Volumes grew in plastic containers ahead of the Municipal 
Election	in	August	countered	by	lower	volumes	in	FMCG,	styrene	trays,	
preforms and closures. Preforms and closures were impacted by the 
water-crisis	as	well	as	CO2 shortage in the fourth quarter affecting the 
volume demand from beverage bottlers. This shortage together with the 
cold	weather	over	the	Festive	Season	in	Gauteng,	did	dampen	demand	
for preforms and closures. PET trays and jumbo bins reported good 
growth in volumes due to strong demand in the agricultural sector. The 
FMCG	business,	despite	a	decline	in	volumes,	had	a	very	good	year	
with product mix and cost control making a positive contribution.

strategy and obJectIVes
The Plastics business remains focused on opportunities for growth 
through innovation as well as the substitution of alternative packaging 
materials with rigid plastics. The strategy also includes organic 
expansion through optimisation and new projects as well as assessing 
acquisition opportunities.

The competitive landscape in the plastics industry in South Africa has 
increased with new competitors in the trays and films sector entering 
the market as well as a new international player that has acquired a 
local rigid plastics company. 

PLASTICS buSINESS 

operatIonal actIVItIes 
Mpact remains one of the leading producers of rigid plastic packaging 
in southern Africa. The Group’s Plastics business manufactures a 
range of plastic packaging products for the food, beverage, personal 
care, homecare, pharmaceutical, agricultural, environmental and retail 
markets, primarily in South Africa.

Manufactured	products	include:	

•	 PET	preforms,	bottles	and	jars;

•	 closures	for	carbonated	soft	drinks,	water	and	foods;

•	 	plastic	jumbo	bins,	environmental	wheelie	bins,	plastic	pallets	and	
crates; 

•	 	plastic	FMCG	containers,	such	as	bottles,	tubs,	jars	and	closures,	
with	in-mould	labelling;

•	 styrene	and	PET	trays,	and	clear	plastic	films;	and.	

•	 rPet	products.	

Mpact	converted	105,117	tonnes	(2015:	99,366	tonnes)	of	plastics,	
including	1.4	billion	(2015:	1.4	billion)	preforms,	jars	and	PET	
bottles during the year ended 31 December 2016. Mpact started 
manufacturing recycled PET in 2015 for use in its packaging products, 
and for external plastic converting customers.

The Plastics converting business has eight operating sites across 
South Africa. 

The	Paarl	(Western	Cape)	and	Wadeville	(Gauteng)	operations	produce	
styrene trays, clear plastic film and PET trays. The Group closed the 
styrene	trays	business	in	Zimbabwe	in	December	2016.

large injection moulded plastic jumbo bins for the agricultural market, 
environmental wheelie bins and plastic pallets and crates are produced 
at	the	Group’s	plants	in	Atlantis	(Western	Cape)	and	Brits	(North	West).	

Four	Plastics	sites,	two	situated	in	Wadeville	(Gauteng),	one	in	
Pinetown	(KwaZulu-Natal)	and	the	other	in	Atlantis	(Western	Cape)	
manufacture injection, compression, injection stretch blow moulded, as 
well as blow moulded products, such as preforms, bottles, containers 
and closures for the food, beverage, personal care, homecare and 
pharmaceutical industries.

The	Mpact	Polymers	rPET	plant	is	situated	in	Wadeville	(Gauteng).	 
The plant was developed, in collaboration with key customers, to 
convert collected used PET bottles into a recycled PET raw material 
product	through	various	processes.	Mpact	Polymers	is	owned	79%	by	
Mpact	and	21%	by	the	IDC.

2014 2015 2016
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There is a campaign by both international and local food retailers, 
to use a greater percentage of rPET in their plastic packaging, with 
some	already	increasing	rPET	from	10%	to	20%.	Through	Mpact	
Polymers, the Group is able to offer high quality rPET to its existing and 
new customers. At full capacity, Mpact Polymers will convert 29,000 
tonnes of used PET bottles into 21,000 tonnes of rPET.

rIsKs and sustaInabIlIty 
employees

The	Plastics	business	employed	1,462	employees	(2015:	1,448	
employees) as at 31 December 2016.

customers and suppliers

Mpact Polymers supply rPET to the Mpact Plastics businesses and 
external customers. The Plastics business continues to source raw 
materials from a number of South African and international suppliers.

The	top	10	Plastics	converting	customers	represented	34%	(2015:	
35%)	of	the	Plastics	converting	business’	sales	in	2016.	

Industry associations

•	 PETCO

•	 Plastics	SA

•	 Packaging	SA

•	 Polyco

•	 Polystyrene	Packaging	Council

environmental sustainability

business and which are managed on a continuous basis are set out below.

Material risks Management of these risks

Inability to predict future market movements in raw material 
prices and lags in pricing recovery.

•	 Strong	supplier	relationships.

•	 Continuous	market	monitoring	and	proactive	pricing.

FMCG	industry	volume	decline	on	the	back	of	consumer	
spending pressure.

•	 	Enhance	competitiveness	through	optimisation	programmes	and	
investments.

•	 Explore	alternative	product	offerings.

•	 Investigate	cross-border	opportunities.

New plastic manufacturers, international and local, entering 
the market.

•		 	Use	of	rPET	to	enhance	cost-competitiveness	and	maintain	
margins.

•	 Product	innovation.

Power supply outages resulting in lost working hours  
and supply shortages.

•	 Ongoing	communication	with	Eskom	and	municipalities.

Water	crisis	and	CO2-shortage. •	 Discussions	with	customers,	water	authorities	and	municipalities.

Tax	proposed	by	Government	on	sugar-sweetened	
beverages.

•	 	The	proposed	“Sugar	Tax”	will	be	monitored	closely	as	well	as	the	
effect on our beverage customers’ sales volumes.

the opportunities identified

•	 Acquisition	and	other	expansion	opportunities.	

•	 Product	innovation.

•	 Additional	exports	into	the	rest	of	Africa.

The plastics business has intensified its focus on  environmental 
sustainability with respect to energy, water and material use and waste 
disposal. 

At full capacity, the rPET plant can save 180,000 m2 of landfill space 
each year when it processes approximately 29,000 tonnes of used PET 
bottles per month. 

Other recycling initiatives include the wheelie bin and crate recovery 
programmes by Mpact Plastic Containers, whereby damaged bins and 
crates are returned to the operations by the owners for recycling.  

The Plastics plants carry ISO 9001 quality management certification 
while Mpact Plastic Containers’ operations at Atlantis and Brits also 
carry ISO 14001 environmental management certification.

Improved equipment and process optimisations across the Plastics 
business have also resulted in lower energy and water consumption, 
and waste material losses.

More details are available in the Sustainability Review 2016 on the 
Group’s website.

material risks and opportunities

The overall key risks for the Group are set out pages 13 to 15 of the 
Integrated Report.

However, the major risks that could specifically influence the Plastics 



MPACT Integrated report 2016

36



37

O
ver

view
 

O
f m

pa
c

t
O

p
e

r
atiO

n
a

l  
r

e
v

ie
w

S
u

S
ta

in
a

b
ility

G
O

V
E

R
N

A
N

C
E

 
S

u
m

m
a

r
iS

e
d

 
c

O
n

S
O

lid
ate

d
  

fin
a

n
c

ia
l S

tate
m

e
n

tS
a

d
m

in
iS

tr
atiO

n

MPACT integrated repOrt 2016

3GOVERNANCE
Board of Directors 38
Corporate Governance Report 40
Remuneration Report 45



MPACT Integrated report 2016

38

bOARD OF DIRECTORS

anthony John phillips  
(tony) (70)
Chairman
BSc (Eng)  
(University of KwaZulu-Natal)

Tony joined Mpact as an Independent 
Non-executive	Director	in	April	
2011. He is the Chairman of the 
Board, Chairman of the Nomination 
Committee and member of the 
Remuneration Committee. Tony was 
appointed MD of Barlows Equipment 
Co	in	1988,	and	MD	of	Finanzauto	SA,	
Spain in 1992. He was appointed a 
director of Barloworld limited in 1996 
and was CEO from 1998 until 2006. 
From	2005	until	2007	Tony	was	the	
Chairman of Pretoria Portland Cement 
Company limited. Tony is currently 
vice	chairman	of	Kansai	Plascon	Africa	
limited, a Director of enX limited 
and Special Advisor to Nomura 
South Africa. 

neo phakama dongwana 
(44)
Independent non-executive
BCom, Postgraduate Diploma in 
Accounting, BCom (Hons)  
(University of Cape Town), CA(SA), 
MCom (University of the 
Witwatersrand)

Neo joined Mpact as an Independent 
Non-executive	Director	in	April	2011.	
She is Chairperson of the Mpact 
Foundation	Trust	and	a	member	of	
the Audit and Risk Committee and 
Social and Ethics Committee. Neo 
was the first black female to be 
placed in the Top 10 of the Part II 
Qualifying	Examination	for	Chartered	
Accountants in 1998. She was a 
Partner at Deloitte & Touche for nine 
years and before that spent time as 
an equities analyst at Gensec Asset 
Management. She is a director of AVI 
limited, Barloworld limited, Mutual 
and	Federal	and	SABSA	Holdings	(Pty)	
ltd. She also serves as a member of 
the	Financial	Services	Board	(FSB)	
Appeal Board.

nomalizo beryl  
langa-royds (ntombi) (55)
Independent non-executive
BA (Law), LLB  
(National University of Lesotho)

Ntombi joined Mpact as an 
Independent	Non-executive	Director	
in April 2011. She is the Chairman 
of the Social and Ethics Committee 
and the Chairman of Remuneration 
Committee. She is also a Trustee of 
Mpact Share Incentive Scheme and 
a	Trustee	on	the	Mpact	Foundation	
Trust. 

She has more than 27 years of 
experience in Human Resources. 
Ntombi	is	an	Independent	Non-
executive Director of Murray and 
Roberts Holdings limited, Redefine 
Properties limited and Europe 
Assistance SA.

maya makanjee  
(54)
Independent non-executive
BA Fine Arts (University of Mumbai),  
BCom (University of KwaZulu-Natal), 
MBL (cum laude)  
(University of South Africa) 

Maya Makanjee was appointed to 
Mpact’s Board as an Independent 
Non-executive	Director,	with	effect	
from 5 September 2016. She is a 
member of the Social and Ethics 
Committee and the Remuneration and 
Nominations Committee.

Maya	is	currently	a	Non-executive	
Director of Tiger Brands limited, 
AIG South Africa limited, AIG life 
South Africa limited and a Trustee 
on the Board of the Nelson Mandela 
Foundation.	Until	recently,	Maya	was	
a Director of Vodacom (Pty) ltd, 
a member of the Vodacom Group 
Executive Committee and Chairman of 
Vodacom	Foundation,	South	Africa.	
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timothy dacre aird ross 
(tim) (72)
Independent non-executive
CTA (University of KwaZulu-Natal),  
CA(SA)

Tim joined Mpact as an Independent 
Non-executive	Director	in	April	
2011. He is the Chairman of the 
Audit and Risk Committee and 
member of the Remuneration and 
Nomination Committee. He previously 
(for 37 years) was a Partner at Deloitte 
& Touche, and was the Head of 
Johannesburg Audit, Head of Client 
Services and a member of the Deloitte 
& Touche Executive Committee and 
Board.	He	is	a	Non-executive	Director	
of Adcorp Holdings limited and PPC 
limited.

andrew murray thompson 
(59)
Independent non-executive
BSc (Eng) (University of the 
Witwatersrand), MBA (Wharton)

Andrew	joined	Mpact	as	Non-
executive Director in October 2004. 
He is a member of the Audit and Risk 
Committee and Social and Ethics 
Committee. He previously served as 
the CEO of Mondi limited as well as 
an Executive Director of Anglo 
American South Africa limited. 

brett david Vaughan clark 
(52)
Chief Finance Officer
BCom, Post-Graduate Diploma 
in Accounting (University of Port 
Elizabeth), CA(SA), CIMA, AMP 
(Harvard University)

Brett	joined	Mpact	as	the	CFO	in	June	
2012.	He	is	a	Qualified	Chartered	
Accountant and was previously a 
Principal at ABSA Capital Private 
Equity, an Executive Director of Brait 
Private	Equity	and	CFO	of	Clover	
Industries limited and unihold 
limited, respectively. Brett has also 
worked for Nampak limited in various 
positions in South Africa and the 
United	Kingdom.

bruce William strong  
(48)
Chief Executive Officer
BSc (Eng) (Summa cum laude) 
(University of KwaZulu-Natal), BCom 
(Hons) (University of South Africa), 
AMP (Harvard University)

Bruce has been the CEO of Mpact 
limited since 2009.  

With	more	than	20	years’	experience	in	
the paper and packaging industry, Bruce 
has worked in South Africa and in 
Europe, in various management roles.

Bruce also serves as vice chairman of 
Paper Manufacturers Association of 
South Africa and is the immediate past 
chairman of the South African 
Manufacturing Circle, a corporate 
association of manufacturers whose 
membership includes small, medium 
and large companies across all 
manufacturing sectors. 
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commItment and approach to corporate 
goVernance
The Board endorses and accepts full responsibility for the application 
of corporate governance principles. In discharging this responsibility, 
the Board ensures that effective corporate governance is practiced 
consistently throughout the Group by complying with the requirements 
of	King	III,	the	JSE	listings	Requirements	and	the	Companies	Act,	 
in both letter and spirit. 

The	International	Integrated	Reporting	Framework	has	been	taken	into	
consideration when preparing this Integrated Report. This International 
Integrated	Reporting	Framework	has	been	adopted	across	the	world	
and focuses on the Company providing relevant, reliable, comparable 
and comprehensive information pertaining to the business operations 
and capital employed in the Group throughout the Integrated Report.

Integrated reportIng
Mpact has adopted integrated reporting in line with the 
recommendations	of	King	III	and	the	JSE	listings	Requirements.	 
The content of this Integrated Report is, where relevant and possible, in 
line	with	the	GRI-G4-guidelines,	which	is	available	on	Mpact’s	website.

ethIcal leadershIp  
and corporate cItIZenshIp 
The Board has set values to which the Group adheres and these are 
incorporated	into	the	Group’s	Code	of	Ethics.	Within	the	Code	of	Ethics,	
we have articulated our ethical values and our behavioural standards. 
The Group’s standards of integrity and ethics in dealing with suppliers, 
customers, business partners, stakeholders, government and society at 
large is outlined in the Code of Ethics and every employee is expected 
to subscribe to the Code of Ethics.

The Code of Ethics is reviewed and endorsed by the Board and 
management on an annual basis to ensure that the Company remains 

CORPORATE GOVERNANCE REPORT 

differentiated by people who are resolute, trustworthy and responsible. 

KIng code, companIes act  
and Jse lIstIngs reQuIrements

In terms of paragraph 8.63(a) of the JSE listings Requirements, the 

Group	has	published	its	application	of	King	III	on	its	website.	During	the	

period	under	review,	the	Group	has	considered	the	principles	of	King	

IV and has commenced the process of assessing the disclosures and 

aligning	the	level	of	application	of	King	IV	principles	to	the	existing	King	

III in order to identify the gaps and intended governance outcome as 

recommended	by	King	IV.	

There are no material changes to the content of this Integrated Report 

compared to the 2015 Integrated Report, other than a greater emphasis 

on providing additional supplementary information on the Group’s 

strategic direction, risk and sustainability initiatives. 

snapshot of King III application 

The remainder of the report provides more detail regarding the Group’s 

application of good governance principles and its application is outlined 

in	the	Mpact	King	III	Application	Register,	available	on	website.	

stakeholders

Mpact promotes an inclusive approach to governance and takes 

account of the impact of the Company’s operations on internal and 

external stakeholders. Mpact’s approach to corporate governance 

strives to include all these Groupings, is based on good communication 

and integrated into every aspect of the business. 

Mpact’s primary stakeholders have been identified and the details 

pertaining to stakeholder engagement are set out on pages 59 and 60  

of this Integrated Report. 

summary report (current review)

status category score

Board composition AAA

Remuneration AAA

Governance office bearers AAA

Board role and duties AAA

Accountability AAA

Performance assessment AAA

Board committees AAA

Group Boards AAA

applIcatIon meter

completeness meter

scorIng Key
aaa Highest application

bb Noteable application

c Application to be improved

aa High application

b Moderate application

l low application

WeIghtIng graphIc

aaa
oVerall score

100%
board composition 

Remuneration 

Governance  
office bearers 

board role  
and duties 

Accountability 

Performance  
assessment 

board committees 

Group boards 

AppliedNot applied Explained
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sustainability 

The Group’s approach to sustainability and assessing its influence and 
impact on the environment and the communities in which it operates are 
foremost in mind when conducting business and considering making 
investments.

Managing a sustainable business requires the integration of the Material 
Capitals,	as	set	out	in	the	International	Framework.	Mpact’s	business	
model, together with the inputs and outputs of each of the Material 
Capitals, are illustrated on pages 8 and 9 of this Integrated Report.

Mpact’s CSI strategy is aligned with the Group’s strategy (as discussed 
on page 11). It takes into account potential risks (refer to pages 13 
to 15) and considers the requirements and needs of its stakeholders 
(Mpact’s stakeholder engagement is set out on pages 59 and 60). The 
Group endeavours to uphold the principles of sustainability, corporate 
governance and social responsibility and has also made efforts to 
improve sustainability reporting this year in line with recommendations 
made by the Integrated Reporting and Assurance Services (IRAS) in 
its	Sustainability	Data	Transparency	Index	(SDTI):	A	2016	Review	of	
Environmental, Social and Governance Reporting in South Africa.

The Group remains committed to sustainable development in each 
of its businesses by adopting leading industry health and safety 
standards;	obtaining	responsibly-sourced	raw	materials;	and	ensuring	
the businesses constantly seek to reduce their environmental impact. 
Specific strategic goals have been developed for the Plastics and 
Paper businesses and these strategic goals are set out in detail in the 
respective operational reviews.

The full details are set out in the Sustainability Review, which is on the 
Mpact website. 

fraud and illegal acts 

The Group does not tolerate fraudulent behaviour and illegal acts.  
An	anonymous	whistle-blowing	facility	administered	by	Deloitte	
is in place. The Audit and Risk Committee records, monitors and 
investigates incidents reported on the facility. The Code of Ethics,  
as well as the Supplier Code of Conduct, outline Company norms  
and expected behaviours when dealing with fraud and illegal acts.

board of dIrectors
board practices

The Board is ultimately responsible for the Group’s business, approval 
of the strategy and key policies and is the focal point and custodian 

of corporate governance at Mpact. It is also responsible for approving 
the Group’s strategy, financial objectives and targets. The roles of the 
Chairman and CEO are separate. The Board is led by the Chairman, 
who is elected by the Board annually, while operational management of 
the Group is the responsibility of the CEO. No business of the Group is 
or will be managed by a third party.

The Board recognises the necessity for directors to occasionally 
seek independent professional advice at the Group’s expense, in this 
regard the Board has adopted a Board Policy on procedure for taking 
professional advice.

A minimum of four Board meetings are scheduled per financial year, 
while additional meetings may be convened when necessary.  
Well-structured	Board	agendas	and	comprehensive	papers	are	
circulated electronically to Board members on a timely basis,  
ensuring that they are well informed and that debate and decisions  
are constructive and robust.

composition of the board

The Board comprises eight directors, two of whom are executive 
directors,	the	CEO	and	CFO.	The	remaining	six	directors,	three	of	whom	
are	women,	are	all	independent	non-executive	directors,	including	the	
Board Chairman.

appointments to the board

The appointment of new directors is approved by the Board as a 
whole on the recommendation of the Remuneration and Nomination 
Committee. Directors are appointed through a formal and transparent 
process, which includes the identification of suitable members and 
performance and background checks prior to nominations. Director 
appointments are formalised through an agreed contract of service 
between the Company and the director.

Directors are nominated based on their calibre, knowledge, experience 
and the impact they are expected to have, as well as the time and 
attention they can devote to their roles. New directors are taken through 
a formal induction programme and are provided with all the necessary 
background and information to familiarise them with issues affecting 
the Board.

board diversity

The Board recognises the benefits arising from diversifying including 
a	broader	pool	of	high-quality	directors	and	accessing	different	
perspectives and ideas from all available talent. In accordance 

composition of the board
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with the JSE listings Requirements, the Board approved a gender 
diversity policy during the period under review and has set measurable 
objectives.

The Board is pleased to announce that it has achieved its set objectives 
of	35%	women	on	the	Board	by	2020	ahead	of	schedule	by	appointing	
Maya Makanjee to the Board on 5 September 2016. The Board 
has confirmed its satisfaction with its composition and the Board 
committees.

role and function of the board

The Board is a unitary body that is effective in leading and controlling 
the Group. Its mission is to ensure Mpact’s continued success and 
sustainability by collectively directing the Company’s affairs with effective 
and responsible leadership within the industries and markets in which 
Mpact operates, while meeting the appropriate interests of its relevant 
stakeholders.

responsibilities of the board

The	Board	charter	is	in	line	with	King	III	and	the	Companies	Act.	
The purpose of this charter is to set out the mission, duties and 
responsibilities of the Board, as well as the requirements for its 
composition and meeting procedures. A summary of the duties of the 
Board	as	outlined	in	the	Board	charter	are:

•	 	Provides	leadership	based	on	an	ethical	foundation	and	ensures	that	
the Group’s ethics are effectively managed.

•	 	Appreciates	that	strategy,	risk,	performance	and	sustainability	are	
inseparable.

•	 Acts	as	the	focal	point	for,	and	custodian	of,	corporate	governance.

•	 	Has	a	responsibility	to	all	stakeholders,	which	include	present	and	
potential beneficiaries of the Group’s products and services, clients 
and employees, to achieve continuing prosperity for the Group.

•	 	Reviews	and	approves	financial	objectives,	plans	and	actions,	
including cost allocations and expenditures.

•	 	Ensures	that	the	Group	is	a	responsible	citizen	by	having	regard	to	
not only the financial aspects of the business, but also the impact 
that the business operations may have socially and environmentally.

•	 	Ensures	that	the	Group	complies	with	applicable	laws	and	considers	
adherence	to	non-binding	rules	and	standards.

•	 	Is	responsible	for	the	governance	of	risk,	including	information	
technology.

succession planning

The Remuneration and Nomination Committee reviewed the succession 
plan for the CEO, Chairman and senior management during the year 
under review and submitted its recommendations to the Board. The 
Board further reviews the status of the Board succession plan to ensure 
that it considers the challenges of a constantly changing business 
environment. 

rotation of directors

In terms of the Memorandum of Incorporation, at least one third of the 
directors (other than the executive directors) retire by rotation and,  
if	eligible,	their	names	are	submitted	for	re-election	at	the	Annual	
General Meeting, accompanied by appropriate biographical details set 
out in the report to shareholders. Maya Makanjee and  
Andrew Thompson are required to retire by rotation in accordance  
with the Memorandum of Incorporation at the forthcoming Annual 
General Meeting.

The Board considers the performance of each director due for  
re-election	at	the	Annual	General	Meeting	and	makes	an	appropriate	
recommendation to shareholders in this regard. 

Independent directors

The Remuneration and Nomination Committee reviewed the 
independence	of	all	non-executive	directors	using	the	guidelines	
recommended	by	King	III,	JSE	listing	Requirements	and	the	Companies	
Act	and	further	assessed	the	independence	of	the	non-executive	
directors who have served on the Board for longer than nine years. 

The Board considered the independence of Mr AM Thompson as 
a result of his years of service and is satisfied that he continued to 
perform his duties impartially and with the highest integrity.

Non-executive	directors	bring	an	independent	view	to	the	Board’s	
decision-making.	As	a	Group,	they	enjoy	significant	influence	at	
meetings of the Board, ensuring an appropriate balance of power. 
This	also	ensures	that	no	one	director	has	unfettered	decision-making	
powers.

board and committee effectiveness evaluation

Mpact undertakes an annual Board evaluation, as recommended by 
King	III.	The	Board	evaluation	includes	an	evaluation	of	the	Board	as	a	
whole	and	of	each	Board	sub-committee,	as	well	as	of	each	director	to	
review	their	ability	to	add	value.	This	is	done	through	self-assessments	
and	peer	review	processes.	The	process	is	completed	by	one-on-one	
sessions with the Chairman to identify training needs for directors.

The Remuneration and Nomination Committee reviewed the efficiency 
of	the	Chairman	of	the	Board	and	Chairmen	of	the	sub-committees	and	
recommended	to	the	Board	the	re-appointment	of	Tony	Phillips	as	the	
Chairman of the Board for his leadership skills, experience and sound 
knowledge of the organisation’s strategy and governance expertise.

strategic planning

The directors who are also members of the Executive Committee, 
namely	Bruce	Strong	and	Brett	Clark,	are	involved	in	the	day-to-day	
business activities of the Group. The Board defines the Group’s level 
of authority, reserving powers for the Board while delegating others to 
management.

The Executive Committee formulates strategy, which is approved by the 
Board for implementation. The Board is responsible to the shareholders 
and other stakeholders for setting the strategic direction of the Group. 
The Board meets with management at least annually to debate and 
agree	on	the	proposed	strategy	and	to	consider	long-term	issues	facing	
the Group as well as the environment in which it operates.

conflict of interest

The Board, subsidiary directors and prescribed officers are required 
to disclose their personal financial interest and interests in contracts 
in terms of section 75(4) of the Companies Act. The Group ensures 
that directors and prescribed officers are free of any conflicts between 
the obligations they have to the Company and their private interests. 
Directors are required to disclose any potential conflict at quarterly 
meetings as and when necessary to the Company Secretary.

share dealings

The Group has adopted a share dealing policy requiring all directors, 
management and the Company Secretary to obtain prior written 
clearance from either the Chairman or the Company Secretary to 
deal in the Company’s shares. The Chairman of the Board will in 
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turn require prior written clearance from the Chairman of the Audit 
and Risk Committee. Closed periods (as defined in the JSE listings 
Requirements) are observed as required. During these periods, the 
directors, management and employees are not permitted to deal in 
the Company’s securities. Additional closed periods are enforced 
when the Group commences with a corporate activity and where a 
cautionary announcement (as defined in the JSE listings Requirements) 
is published.

legal compliance

The Board does not deem it necessary to appoint a Chief Compliance 
Officer. The Company Secretary, together with the Internal Audit 
function, the legal advisor and the risk management function, assist 
the Board in ensuring that there is an appropriate process in place with 
respect to legal compliance. Compliance with laws and regulations is 
reported to the Audit and Risk Committee and the Board regularly.

company secretary

Noriah Sepuru is the Company Secretary. The Company Secretary plays 
a vital role in the corporate governance of the Group and has a holistic 
view of the governance framework. The Company Secretary has a key 
role to play in ensuring that Board procedures are both followed and 
regularly reviewed. The Chairman and the Board look to the Company 
Secretary for guidance on what their responsibilities are under the rules 
and regulations to which they are subject, and these responsibilities 
should be discharged. All directors have access to the advice and 
services of the Company Secretary. 

The Company Secretary is also a central source of information and 
advice to the Board and the Company on matters of ethics and good 
corporate governance. She ensures that, in accordance with pertinent 
laws, the proceedings and affairs of the Board and the Company are 
properly administered.

The Board conducted an evaluation of the Company Secretary’s 
effectiveness, qualifications and experience and confirmed that Noriah 
has the requisite knowledge and experience to fulfil her duties and 
responsibilities. Details of her qualifications are set out on page 29 of 
this Integrated Report. Noriah is not a director of the Company and 
maintains	an	arms-length	relationship	with	the	Board	as	she	acts	
independently from it. The appointment and removal of the Company 
Secretary is a matter for the Board as a whole. 

The Company Secretary’s Certificate is set out on page 74 of the 
Integrated Report.

governance framework

The power and authority to lead, control, manage and conduct 
business, including the power and authority to delegate, is vested 
with the Board to ensure that Mpact remains a sustainable and 
viable	business.	This	responsibility	is	facilitated	by	a	well-developed	
governance structure. In discharging its responsibilities, the Board  
is supported by senior management and Board committees. 

board committees

The	Board	has	several	committees	in	which	non-executive	directors	
play a pivotal role. The responsibilities delegated to the committees of 
the Board are formally documented in the terms of reference for each 
committee, which have been approved by the Board and are updated 
from	time-to-time	to	keep	abreast	of	developments	in	law	and	best	
practice in governance.

This assistance is rendered in the form of recommendations and reports 
submitted to the Board meetings, ensuring transparency and full 
disclosure of committees’ activities. 

meeting attendance register

The table below indicates the attendance of Board members at scheduled meetings during the period 2 March 2016 to 1 March 2017.

 Director board
Audit and Risk

Committee
Remuneration and 

Nomination Committee
Social and Ethics 

Committee

AJ Phillips*  7/7#  5/5 (invitee)  5/5#  5/5 (invitee)
BW	Strong  7/7  5/5 (invitee)  5/5 (invitee)  5/5 (invitee)
BDV Clark  7/7  5/5 (invitee)  N/A  N/A
NP Dongwana*  7/7  5/5  N/A  5/5
NB	langa-Royds*  7/7  N/A  5/5#  5/5#

M Makanjee**  2/2  N/A  2/2  2/2
TDA Ross*  7/7  5/5#  5/5  N/A
AM Thompson*  7/7  5/5  N/A  5/5

*  Independent non-executive directors
# Chairperson
N/A Not a member of the committee
**  Appointed with effect from 5 September 2016
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The committees meet at least four times a year. The composition, role, 
functions and responsibilities for each Board committee are set out as 
follows:

•	 Audit	and	Risk	Committee:	pages	71	to	73

•	 Social	and	Ethics	Committee:	pages	57	and	58

•	 Remuneration	and	Nomination	Committee:	page	45	to	53

•	 Executive	Committee:	page	28

Internal control systems
The Mpact internal controls encompass a set of rules, policies and 
procedures that are implemented to provide reliable financial and 
operational reports and to ensure that its activities comply with 
applicable laws and regulations. The control environment sets the 
foundation and provides discipline and structure upon which it operates. 

These controls are designed to provide reasonable assurance that 
transactions are concluded in accordance with management’s 
authority, the assets are adequately protected against material losses, 
unauthorised acquisitions, use or disposals, and that all transactions are 
properly recorded.

These systems demonstrate effective governance in terms of integrity 
and ethical behaviour, commitment to competence, Board of Directors 
and Audit and Risk Committee participation, management philosophy 
and operating style, organisation structure, assignment of authority and 
responsibility and human resources policies and procedures.

As	required	by	King	III,	the	Chief	Executive	of	the	Internal	Audit	function	
provided a written assessment on the system of internal control and 
risk management (negative assurance) for the financial year ended 
31 December 2016.

The assessment was based on the Internal Audit work performed in 
terms of the approved 2016 financial year Internal Audit Plan, coverage 
in	terms	of	the	rotational	risk-based	Internal	Audit	plan,	assessment	of	
Mpact’s	internal	control	environment,	management’s	self-assessment	 
of the risk management processes and the performance of suitable,  
but not limited, sample testing on the existence and effectiveness of 
internal controls at Mpact.

Internal Audit reported that, based on the scope of their work, the 
results of the internal control testing and subject to the limitations of 

sampling and reliance on the efficiency of the combined assurance 
framework, nothing other than the results reported at the Committee 
meetings during the course of 2016 came to their attention that would 
suggest that internal controls and risk management at Mpact were not 
satisfactory.

The Internal Audit function is set out in the Audit and Risk Committee 
Report on page 72 of this Integrated Report.

It goVernance
The Board has an IT governance policy and ensures adherence to  
King	III’s	IT	governance	principles.	The	Board	measures	the	
implementation of the recommended principles against the detailed 
King	III	Application	Register.	The	ICT	Steering	Committee	assists	the	
Board	with	IT	governance-related	matters.	The	committee	is	governed	
by an effective charter, which gives guidance to the ICT management 
team and ensures effective and efficient management of all IT resources.

The IT governance framework with all relevant structures, processes 
and mechanisms to enable IT to deliver value to the business and 
mitigate IT risks. IT risks have been identified and incorporated into the 
risk register.

An external independent person is appointed to provide the Board with 
an independent assurance on the effectiveness of IT internal controls 
including outsourced IT services. In addition, the independent member 
is required from time to time to join the ICT Steering Committee to 
give guidance on the ICT strategy alignment with business strategy. 
This includes, but is not limited to, expressing independent opinion 
on emerging technology trends and their rate of adoption and 
implementation by various business sectors.

annual general meetIng
All the necessary information and facilities are made available to 
shareholders to enable them to attend the Annual General Meeting, 
submit forms of proxy and receive announcements and circulars in 
accordance with the JSE listings Requirements. The Chairman of the 
Board, Chairpersons of the committees and the External Auditor are 
available to answer questions at the Annual General Meeting.

CORPORATE GOVERNANCE REPORT CONTINuED
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remuneratIon and nomInatIon commIttee
composition

Ntombi	langa-Royds	is	the	Chairperson	of	the Remuneration 
Committee and Tony Phillips is the Chairman of the Nomination 
Committee	in	accordance	with	King	III	and	the	JSE	listings	
Requirements. Tim Ross and Maya Makanjee are members of both 
Committees. All of the committee members are independent  
non-executive	directors.

role and function of the remuneration committee

The Remuneration Committee considers the remuneration policy of 
the Group with the assistance and guidance of independent experts, 
if required, and makes recommendations to the Board on all aspects 
of remuneration. The committee further ensures that the directors 
are fairly rewarded for their individual contributions to the Group’s 
overall performance. The committee also considers bonuses, which 
are discretionary and based upon general economic variables, 
the performance of the Group and the individual’s performance, 
share options and certain other employee benefits and schemes. 
No remuneration of any nature shall be paid, increased or varied to any 
director without the prior approval of the members of the committee.

responsibilities of the remuneration committee

The responsibility for the remuneration policy rests with the 
Remuneration Committee. The committee comprises at least three 
members,	all	of	whom	are	independent	non-executive	directors,	and	is	
governed by formal Terms of Reference.

With	respect	to	remuneration	matters,	the	committee	is	charged	with:

•	 	Assisting	the	Board	by	setting	and	administering	remuneration	
policies	in	the	Group’s	long-term	interests,	and	ensuring,	through	an	
ongoing review of the remuneration policy for both appropriateness 
and relevance, the Group remunerates fairly and responsibly.

•	 	Being	especially	concerned	with	and	providing	recommendations	
regarding	the	remuneration	of	both	executive	and	non-executive	
directors, and giving due regard to any relevant legal requirements.

•	 	Determining,	within	the	terms	of	the	agreed	policy,	the	total	individual	
remuneration package of the CEO and, in consultation with the 
CEO, the other members of Exco and any other executive whose 
total remuneration is comparable to, or higher than, that of an Exco 
member.

•	 	Ensuring	that	individuals	are	provided	with	appropriate	incentives	to	
encourage enhanced performance and are, in a fair and responsible 
manner, rewarded for their individual contributions to Mpact’s 
success.

•	 	Approving	the	design	of	and	determining	targets	for	any	
performance-related	pay	schemes	in	which	the	executive	
management and other members of the senior management 
population participate.

•	 	Determining	the	design	of	and	targets	for	such	schemes	by	taking	
into	account	all	factors	it	deems	necessary,	including	performance-
related pay schemes, and regularly reviewing incentive schemes to 
ensure the continued contribution to shareholder value.

•	 	Reviewing	the	design	of	all	executive	and	all	employee	share	plans	
for approval by the Board and shareholders.

•	 	Being	responsible	for	establishing	the	selection	criteria,	selecting,	
appointing and setting the terms of reference for any remuneration 
consultants who advise the committee.

REMuNERATION REPORT 

•	 	Ensuring,	in	determining	remuneration	policy,	specifically	that	
contractual terms on termination of the CEO and Exco, and any 
payments made, are fair to the individual and Mpact.

role and function of the nomination committee

The Nomination Committee is guided by the Board Policy and 
Procedure document that intends to guide the order, fairness and 
consistent conduct of the nomination and election process of members 
of the Board. The committee is also governed by a charter that further 
outlines its mandate in its role in assisting the Board and ensuring that 
the Board has the appropriate composition for it to execute its duties 
effectively.

responsibilities of the nomination committee

With	regard	to	the	nomination	matters,	the	committee	is	charged	with:

•	 	Regularly	reviewing	of	the	structure,	size,	skills,	knowledge,	
experience and diversity required of the Board and make 
recommendations to the Board with regard to any changes that are 
appropriate.

•	 	Identifying	and	evaluating	suitable	potential	candidates	for	
appointment to the Board and recommending the same to the 
Board, which may then appoint such candidate in accordance with 
the MOI.

•	 	Giving	full	consideration	to	succession	planning	and	management	
development for the Board and Exco, taking into account the 
challenges and opportunities facing Mpact and the skills and 
expertise needed by Mpact in the future.

•	 	Recommending	to	the	Board	the	re-appointment	of	any	 
non-executive	directors	at	the	conclusion	of	their	specified	term	of	
office, having given due regard to their performance and ability to 
continue to contribute to the Board in the light of the knowledge, 
skills and experience required.

assurance

The Remuneration and Nomination Committee confirmed that they 
were diligent in exercising their duties of care and skill and they have 
taken reasonable steps to ensure that they performed their duties in 
accordance with the committee’s mandate.

remuneratIon polIcy
objectives

The	objectives	of	the	remuneration	policy	are	to	enable	the	business	to:

•	 retain	competent	employees	who	enhance	business	performance;	

•	 reward,	recognise	and	confer	appreciation	for	superior	performance;

•	 	direct	employees’	energies	and	activities	towards	key	business	
goals;

•	 	recruit	high-performing,	skilled	individuals	from	a	shrinking	pool	of	
talent; and

•	 	achieve	the	most	effective	returns	(employee	productivity)	for	total	
employee spend.

To achieve this, Mpact rewards its executives and managers in a way 
that reflects the dynamics of the market and the context in which it 
operates. All components of this remuneration policy, including the 
fixed pay and variable pay for performance, are aligned to the strategic 
direction	of	the	business	and	business-specific	value	drivers.



MPACT Integrated report 2016

46

Key principles 

The remuneration policy has been set with the objective of attracting, 
motivating and retaining experienced directors, managers and 
employees in a manner that is consistent with best practice and aligned 
with the interests of Mpact’s shareholders.

The remuneration policy for executive directors, prescribed officers and 
other	senior	managers	is	framed	around	the	following	key	principles:

•	 	Remuneration	packages	should	be	set	at	levels	that	are	competitive	
in the relevant market.

•	 	The	structure	of	remuneration	packages	and,	in	particular,	the	design	
of	performance-based	remuneration	schemes,	should	be	aligned	
with shareholders’ interests and should support the achievement of 
our business strategy and the management of risk.

•	 	A	significant	proportion	of	the	remuneration	of	executive	directors	
and	other	senior	executives	should	be	performance-based.

•	 	The	performance-based	element	of	remuneration	should	be	
appropriately	balanced	between	the	achievement	of	short-term	
objectives	and	longer-term	objectives.

•	 	The	remuneration	of	executive	directors	and	other	senior	executives	
should be set taking appropriate account of remuneration and 
employment conditions elsewhere in the Group.

pay mIx
Pay mix is defined as the balance targeted between the major 
components	of	remuneration,	namely:

•	 	guaranteed	pay	based	on	total	guaranteed	cost	of	employment	
(TGCOE); and

•	 variable	pay	for	performance	comprising:

	 –	 short-term	incentives;	and

	 –	 long-term	incentives.

The targeted pay mix aims to align the incentives of employees with the 
interests of shareholders. 

guaranteed pay

Mpact aims to establish and maintain a logical pay scale with pay  
levels that ensure that the Company is able to remain competitive,  
while managing costs.

Salaries are reviewed annually, normally with effect from 1 January. 
Mpact undertakes annual market pricing exercises against top 
management reward surveys conducted by reputable consultancies. 
The benchmark used is the median TGCOE for similar positions in 
South African listed companies which are of a similar size, complexity 
and scope to the Group.

The committee also takes into account business performance,  
salary practices prevailing for other employees in the Group and,  
when setting individual salaries, the individual’s performance and 
experience in their role.

Variable pay

Short-term incentives

Annual incentives are aimed at rewarding a combination of both 
business	and	individual	performance:

•	 	business	performance	is	assessed	in	terms	of	one	or	more	
performance	indicators,	covering	both	financial	and	non-financial	
elements (such as safety); and

•	 	individual	performance	is	assessed	from	a	weighted	(balanced)	
scorecard of key performance areas or value drivers. The selection 
of these is informed by the performance management framework.

long-term incentives

Mpact share plan

In order to attract, retain, motivate and reward executives and managers 
who are able to influence the performance of the Group on a basis 
which aligns their interests with those of shareholders, the Company 
has the Mpact share plan.

The plan provides for the inclusion of a number of performance 
conditions, designed to align the interests of participants with those of 
shareholders, and to reward organisational and individual performance, 
more so than merely the performance of the economy or the sector in 
which the Group operates.

In terms of this plan, executives and selected managers as well as those 
of	subsidiaries	may	be	offered	annually	a	weighted	combination	of:

•	 awards	of	performance	shares;

•	 grants	of	bonus	shares;	

•	 allocations	of	share	appreciation	rights;	and

•	 deferred	cash	bonuses.

The combined, weighted implementation of the above share plan 
elements	allows	Mpact	to	be	competitive	in	annual	and	share-based	
incentives	and	reward	long-term	sustainable	Company	performance.	
This also acts as a retention tool, and ensures that executives share a 
significant level of personal risk with shareholders.

Prior authority is required at the Company’s Annual General Meeting 
if the shares awarded to all or any one participant should exceed the 
prescribed limit. At 31 December 2016, these prescribed limits were 
not exceeded. 

performance share plan

Annual conditional awards of performance shares may be made to 
executives. Performance shares will vest on the third anniversary of their 
award, to the extent that Mpact has met specified performance criteria 
over the intervening period. 

The committee will dictate the performance criteria for each award. 
There are two performance criteria, Total Shareholder Return (TSR)  
and ROCE.

REMuNERATION REPORT CONTINuED
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MPACT integrated repOrt 2016

For	the	2016	awards,	the	performance	criteria	are	as	follows:

TSR (50% of award)

To satisfy this condition in full, Mpact’s TSR over the performance 
period must be at least 1.2 times the average TSR, calculated excluding 
Mpact, of the companies included in the JSE Packaging Index 
(TSRavg).	For	clarity,	TSRavg	will	be	calculated	as	the	sum	of	the	TSRs	
of each individual Company included in the Index divided by the number 
of companies, excluding Mpact.

If	Mpact’s	TSR	equals	TSRavg	then	62.5%	of	this	half	of	the	award	will	
vest. No vesting will occur if Mpact’s TSR is less than 0.8 times TSRavg. 
If Mpact ranks in between the above thresholds then the proportion 
vesting will be determined	on	the	basis	of	a	straight-line	interpolation.

ROCE (50% of award)

This	half	of	the	Performance	Share	Method	will	vest	in	full	if	15%	
or	better	is	achieved.	If	10%	is	achieved,	30%	of	the	part	of	the	
Performance Share Method will vest. No vesting will occur below this 
level	of	performance.	Between	the	10%	(threshold)	and	15%	(maximum)	
performance	levels	vesting	will	be	based	on	straight-line	interpolation.	

Any	performance	shares	which	do	not	vest	at	the	end	of	the	three-year	
period will lapse.

The performance share method closely aligns the interests of 
shareholders and executives by rewarding superior shareholder and 
financial performance in the future.

bonus share plan

On an annual basis, executives and selected senior managers may 
receive a grant of bonus shares, the value of which matches, according 
to a specific ratio, the annual cash incentive accruing to the executive.

The 2016 grant of bonus shares will vest after three years conditional 
only on continued employment. Participants on the bonus share method 
do not receive dividends declared by the Group; however, a single cash 
payment is made after the three years vesting period referred to as 
Dividend Equivalent Bonus. This is calculated on the dividend payment 
forfeited during the holding period based on the number of bonus 
shares granted.

The	bonus	share	method	provides	for	share-based	retention	to	those	
executives who through their previous loyalty and/or their performance 
on an annual basis have demonstrated their value to the organisation.

share appreciation rights plan

Annual allocations of share appreciation rights may be made to 
executives and selected employees. They will be available to be settled 
in equal thirds on the third, fourth and fifth anniversaries (alternatively 
all on the third anniversary), but need not be exercised until the sixth 
anniversary, at which time they must be exercised or they will lapse.

Notwithstanding the above time frame(s), vesting will only occur, and 
exercise and settlement will only be permissible, as and when the 
performance targets that may have been set are met. On settlement, 
the value accruing to participants will be the appreciation of the share 
price from date of allocation to date of exercise.

The Board will dictate the performance targets for each allocation.

mpact cash plan (deferred cash bonus)

In order to retain, motivate and reward other key personnel, such as 
those with scarce skills who are vital to success, the Company operates 
the Mpact cash plan.

On an annual basis, identified employees may be granted a deferred 
cash bonus, the value of which matches, according to a specified 
ratio, the annual cash incentive accruing to the employee. The deferred 
cash bonus vests after three years conditional only on continued 
employment. Interest accrues monthly at the Johannesburg Interbank 
Agreed Rate (JIBAR) rate and is paid out with the cash bonus at the 
time of vesting.

polIcy on employment contracts
executive directors, prescribed officers and senior 
managers 

Executive directors’ service contracts should provide for a maximum of 
six months’ notice by either party, except where a longer notice period 
is appropriate as a transitional measure, in which case the notice period 
would reduce automatically to six months within a reasonable period of 
time.

Employment contracts for senior management provide for three months’ 
notice by either party.

In the event of early termination of service contracts, the policy is to act 
fairly in all circumstances.

The service contracts for senior executives should contain pay in lieu 
of notice provisions which may be invoked at the discretion of the 
Remuneration Committee if the Company terminates the service 
contract. The payment in lieu of notice would comprise the TGCOE for 
the notice period and an amount in respect of the bonus for that part of 
the financial year worked, at the discretion of the committee.

All employees within the Group should have employment contracts.

Given that existing contracts may have been entered into in prior years, 
current notice periods and termination clauses for executive directors 
and senior managers may differ.

non-executive directors 

Non-executive	directors’	fees	are	benchmarked	against	similar-sized	
companies listed on the JSE. The level of complexity of the underlying 
business is also taken into consideration when benchmarking. 

The	appointment	of	a	non-executive	director	may	be	terminated	without	
compensation	if	that	director	is	not	re-elected	by	shareholders	or	
otherwise in accordance with the MOI.
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IncentIVe bonus parameters and achIeVement for the year under reVIeW
For	the	year	under	review,	the	maximum	potential	incentive	bonus	for	executive	directors	and	prescribed	officers	was	117%	(2015:	117%)	of	TGCOE	
as reflected below.

maximum potential annual incentive bonus for the year under review

bW Strong CEO bDV Clark CFO Other prescribed officers

2016 2015 2016 2015 2016 2015

Annual cash bonus  
maximum	potential	as	%	of	TGCOE	(A) 72% 72% 72% 72% 72% 72%
Conditional bonus shares 
as	%	of	annual	cash	bonus	earned	(B) 62.5% 62.5% 62.5% 62.5% 62.5% 62.5%

Maximum potential incentive bonus 
as	%	of	TGCOE	(C)	where	C	=	A	+	(AxB) 117% 117% 117% 117% 117% 117%

The	annual	incentive	bonus	is	measured	against	the	achievement	of	financial,	safety	and	individual	performance	targets.	For	the	year	under	review,	
financial	performance	had	a	weighting	of	60%	(2015:	60%),	safety	10%	(2015:	10%)	and	individual	performance	30%	(2015:	30%)	for	all	executive	
directors and prescribed officers. The financial targets were based on EBITDA, underlying EBIT and ROCE.

For	the	year	ended	31	December	2016,	the	executive	directors	and	prescribed	officers	achieved	18%	(2015:	100%)	for	financial	performance,	
60%	(2015:	0%)	for	safety	and	differing	levels	for	individual	performance.	Their	total	incentive	bonus	achievements	attributable	for	the	year	ended	
31 December	2016	were	between	47.7%	and	52.1%	of	TGCOE	(2015:	between	100%	and	103.2%),	of	which	the	cash	portion	was	paid	in	
February	2017	and	will	be	reflected	in	the	2017	remuneration.

REMuNERATION REPORT CONTINuED
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MPACT integrated repOrt 2016

executIVe dIrectors’ and prescrIbed offIcers’ remuneratIon
Prescribed officers are defined as having general executive control over and management of a significant portion of the Company or regularly 
participate therein to a material degree, and are not directors of the Company. Prescribed officers include the three highest paid  
non-directors.

The remuneration of the executive directors and prescribed officers of Mpact and its subsidiaries, who served during the period under review was 
as follows:

 Rands Year Salary
Incentive

 bonus1

Retirement
 funding 

contribution2

Other cash
 benefits3

Total
remuneration

executive directors

BW	Strong 2016 3,654,968 2,775,386 932,769 319,506 7,682,629

2015 3,457,036 2,790,091 883,304 330,721 7,461,152

BDV Clark 2016 3,132,959 2,130,776 244,938 301,678 5,810,351

2015 2,930,616 2,082,414 229,989 221,580 5,464,599

Total 2016 6,787,927 4,906,162 1,177,707 621,184 13,492,980

2015 6,387,652 4,872,505 1,113,293 552,301 12,925,751

Prescribed officers

RP von Veh 2016 3,390,215 2,354,632 266,540 415,367 6,426,754

2015 3,180,510 2,280,478 252,406 433,802 6,147,196

HM Thompson 2016 3,448,185 2,268,478 284,881 298,324 6,299,868

2015 3,260,473 2,254,589 269,774 307,484 6,092,320

JW	Hunt 2016 1,781,538 1,441,988 508,699 295,144 4,027,369

2015 1,650,632 1,322,667 475,420 301,545 3,750,264

N Naidoo 2016 2,620,027 1,796,764 207,275 220,860 4,844,926

2015 2,436,995 1,736,280 193,715 218,040 4,585,030

J Stumpf4 2016 3,146,827 507,780 212,712 215,460 4,082,779

2015 710,996 – 48,344 1,053,160 1,812,500

Total 2016 14,386,792 8,369,642 1,480,107 1,445,155 25,681,696

2015 11,239,606 7,594,014 1,239,659 1,314,031 21,387,310

1   The cash portion of the incentive bonus attributable for the year ended 31 December 2015 was paid in March 2016 and therefore reflected as 2016 remuneration. 
Similarly, that attributable for the year ended 31 December 2014 is reflected as 2015 remuneration.

2  Employer contribution towards a defined contribution retirement fund.
3  Other cash benefits include car allowances, employer contribution to medical aid schemes, dividend equivalent bonus and other benefits.
4 Employed at Mpact Operations Proprietary Limited effective 1 October 2015.
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REMuNERATION REPORT CONTINuED

share aWards and VestIngs

 Rands Year

Grant value 
of bonus

 shares 
awarded1

Value of performance
 shares vested 
during the year

Value of share
 appreciation rights 

exercised during the year

Value at
 grant date2

Share 
price gain 
on vesting3

Value at 
grant date2

Share 
price gain 
on vesting4

executive directors

BW	Strong 2016 1,734,616 2,136,497 2,681,167 1,167,260 2,923,730

2015 1,743,807 1,705,201 2,853,887 1,083,823 2,376,248

BDV Clark 2016 1,331,735 1,610,280 2,020,799 – –

2015 1,301,509 499,801 836,484 – –

Total 2016 3,066,351 3,746,777 4,701,966 1,167,260 2,923,730

2015 3,045,316 2,205,002 3,690,371 1,083,823 2,376,248

Prescribed officers

RP von Veh 2016 1,471,645 1,616,692 2,028,863 874,439 2,190,278

2015 1,425,299 1,278,321 2,139,444 811,922 1,780,113

HM Thompson 2016 1,417,799 1,175,121 1,474,684 642,111 1,608,347

2015 1,409,118 937,906 1,569,713 596,209 1,307,168

JW	Hunt 2016 901,242 735,732 923,283 400,208 1,002,433

2015 826,667 584,466 978,184 743,182 1,629,404

N Naidoo 2016 1,122,977 – – – –

2015 1,085,175 – – – –

J Stumpf 2016 317,362 – – – –

2015 896,000 – – – –

Total 2016 5,231,025 3,527,545 4,426,830 1,916,758 4,801,058

2015 5,642,259 2,800,693 4,687,341 2,151,313 4,716,685

1 Value of conditional awards based on prior year performance vesting in three (3) years.
2  Value of 2013 share award made at grant date, based on the number of shares vested (2015: Value of 2012 share award made at grant date, based on the number 

of shares vested).
3   Value of the share price gain between date of grant and date of vesting relating to the 2013 share award. The value of Mpact share price increased from R22.21  

to R50.09 during the share award holding period. (2015: Value of the share price gain between date of grant and date of vesting relating to the 2012 share award. 
The value of Mpact share price increased from R15.79 to R42.21 during the share award holding period).

4  Share price gains on the share appreciation rights plan, where the value of Mpact share price increased from R13.41 to R47.00 during the share award holding 
period. (2015: Share price gains on the share appreciation rights plan, where the value of Mpact share price increased from R13.41 to R42.81 during the share award 
holding period).
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share aWards granted to executIVe dIrectors and prescrIbed offIcers
The following tables set out the share awards grants to the executive directors and prescribed officers.

mpact limited 2016

Type of
award1,2,3

Awards held 
at beginning

 of year or on
 appointment 
to the board

Awards
 granted

 during year

Awards
 exercised

 during year
Shares
 lapsed

Awards 
held as at 

31 December
 2016

Award
 price basis
 (ZAR cents)

Date of
 award

Release 
date

executive director
bW strong SARP 117,449 – (87,044) (30,405) – 1,341 Sep 11 Mar 16

BSP 66,230 – (66,230) – – 2,221 Apr 13 Mar 16
PSP 96,184 – (96,184) – – 2,221 Apr 13 Mar 16
BSP 56,649 – – – 56,649 2,684 Jun 14 Mar 17
PSP 84,377 – – – 84,377 2,684 Jun 14 Mar 17
BSP 41,098 – – – 41,098 4,243 Apr 15 Mar 18
PSP 95,185 – – – 95,185 4,243 Apr 15 Mar 18
BSP – 35,949 – – 35,949 4,825 Apr 16 Mar 19
PSP – 88,387 – – 88,387 4,825 Apr 16 Mar 19

bdV clark BSP 30,773 – (30,773) – – 2,221 Apr 13 Mar 16
PSP 72,494 – (72,494) – – 2,221 Apr 13 Mar 16
BSP 43,047 – – – 43,047 2,684 Jun 14 Mar 17
PSP 63,595 – – – 63,595 2,684 Jun 14 Mar 17
BSP 30,674 – – – 30,674 4,243 Apr 15 Mar 18
PSP 43,044 – – – 43,044 4,243 Apr 15 Mar 18
PSP – 40,311 – – 40,311 4,825 Apr 16 Mar 19
BSP – 27,600 – – 27,600 4,825 Apr 16 Mar 19

prescribed officers
RP von Veh SARP 87,986 – (65,208) (22,778) – 1,341 Sep 11 Mar 16

BSP 52,471 – (52,471) – – 2,221 Apr 13 Mar 16
PSP 72,783 – (72,783) – – 2,221 Apr 13 Mar 16
BSP 42,415 – – – 42,415 2,684 Jun 14 Mar 17
PSP 68,926 – – – 68,926 2,684 Jun 14 Mar 17
BSP 33,592 – – 33,592 4,243 Apr 15 Mar 18
PSP 47,189 – – 47,189 4,243 Apr 15 Mar 18
BSP – 30,499 – – 30,499 4,825 Apr 16 Mar 19
PSP – 43,819 – – 43,819 4,825 Apr 16 Mar 19

HM Thompson SARP 64,610 – (47,883) (16,727) – 1,341 Sep 11 Mar 16
BSP 55,573 – (55,573) – – 2,221 Apr 13 Mar 16
PSP 52,903 – (52,903) – – 2,221 Apr 13 Mar 16
BSP 44,603 – – – 44,603 2,684 Jun 14 Mar 17
PSP 58,012 – – – 58,012 2,684 Jun 14 Mar 17
BSP 33,210 – – – 33,210 4,243 Apr 15 Mar 18
PSP 39,082 – – – 39,082 4,243 Apr 15 Mar 18
BSP – 29,383 – – 29,383 4,825 Apr 16 Mar 19
PSP – 36,291 – – 36,291 4,825 Apr 16 Mar 19

JW	Hunt SARP 40,268 – (29,844) (10,424) – 1,341 Sep 11 Mar 16
BSP 35,986 – (35,986) – – 2,221 Apr 13 Mar 16
PSP 33,122 – (33,122) – – 2,221 Apr 13 Mar 16
BSP 28,954 – – – 28,954 2,684 Jun 14 Mar 17
PSP 36,321 – – – 36,321 2,684 Jun 14 Mar 17
BSP 19,483 – – 19,483 4,243 Apr 15 Mar 18
PSP 24,698 – – 24,698 4,243 Apr 15 Mar 18
BSP – 18,678 – – 18,678 4,825 Apr 16 Mar 19
PSP – 23,239 – – 23,239 4,825 Apr 16 Mar 19

N Naidoo BSP 5,903 – – – 5,903 2,684 Jun 14 Mar 17
PSP 44,430 – – – 44,430 2,684 Jun 14 Mar 17
BSP 25,576 – – – 25,576 4,243 Apr 15 Mar 18
PSP 30,213 – – – 30,213 4,243 Apr 15 Mar 18
BSP – 23,273 – – 23,273 4,825 Apr 16 Mar 19
PSP – 28,427 – – 28,427 4,825 Apr 16 Mar 19

J Stumpf BSP 21,117 – – – 21,117 4,243 Apr 15 Mar 18
BSP – 6,577 – – 6,577 4,825 Apr 16 Mar 19
PSP – 33,341 – – 33,341 4,825 Apr 16 Mar 19

1 Bonus share plan (BSP).
2 Performance share plan (PSP).
3 Share appreciation rights plan (SARP).
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mpact limited 2015

Type of 
award1,2,3

Awards held 
at beginning 
of year or on 
appointment 
to the board

Awards
 granted 

during 
year

Awards 
exercised 

during year
Shares 
lapsed

Awards
 held as at 

31 December 
2015

Award
 price basis 
(ZAR cents)

Date of
 award

Release 
date

executive director
BW	Strong SARP 234,899 – (80,822) (36,628) 117,450 1,341 Sep 11 Mar 14

Mar 15
Mar 16

BSP 83,527 – (83,527) – – 1,579 Apr 12 Mar 15
PSP 127,073 – (108,013) (19,060) – 1,579 Apr 12 Mar 15
BSP 66,230 – – – 66,230 2,221 Apr 13 Mar 16
PSP 96,184 – – – 96,184 2,221 Apr 13 Mar 16
BSP 56,649 – – – 56,649 2,684 Jun 14 Mar 17
PSP 84,377 – – – 84,377 2,684 Jun 14 Mar 17
BSP – 41,098 – – 41,098 4,243 Apr 15 Mar 18
PSP – 95,185 – – 95,185 4,243 Apr 15 Mar 18

BDV Clark PSP 37,246 – (31,659) (5,587) – 1,579 Apr 12 Mar 15
BSP 30,773 – – – 30,773 2,221 Apr 13 Mar 16
PSP 72,494 – – – 72,494 2,221 Apr 13 Mar 16
BSP 43,047 – – – 43,047 2,684 Jun 14 Mar 17
PSP 63,595 – – – 63,595 2,684 Jun 14 Mar 17
BSP – 30,674 – – 30,674 4,243 Apr 15 Mar 18
PSP – 43,045 – – 43,044 4,243 Apr 15 Mar 18

Prescribed officers
RP von Veh SARP 175,971 – (60,546) (27,439) 87,986 1,341 Sep 11 Mar 14

Mar 15
Mar 16

BSP 69,432 – (69,432) – – 1,579 Apr 12 Mar 15
PSP 95,262 – (80,973) (14,289) – 1,579 Apr 12 Mar 15
BSP 52,471 – – – 52,471 2,221 Apr 13 Mar 16
PSP 72,783 – – – 72,783 2,221 Apr 13 Mar 16
BSP 42,415 – – – 42,415 2,684 Jun 14 Mar 17
PSP 68,926 – – – 68,926 2,684 Jun 14 Mar 17
BSP – 33,592 – – 33,592 4,243 Apr 15 Mar 18
PSP – 47,189 – – 47,189 4,243 Apr 15 Mar 18

HM Thompson SARP 129,219 – (44,460) (20,149) 64,610 1,341 Sep 11 Mar 14
Mar 15
Mar 16

BSP 70,715 – (70,715) – – 1,579 Apr 12 Mar 15
PSP 69,893 – (59,410) (10,483) – 1,579 Apr 12 Mar 15
BSP 55,573 – – – 55,573 2,221 Apr 13 Mar 16
PSP 52,903 – – – 52,903 2,221 Apr 13 Mar 16
BSP 44,603 – – – 44,603 2,684 Jun 14 Mar 17
PSP 58,012 – – – 58,012 2,684 Jun 14 Mar 17
BSP – 33,210 – – 33,210 4,243 Apr 15 Mar 18
PSP – 39,082 – – 39,082 4,243 Apr 15 Mar 18

JW	Hunt SARP 100,931 – (55,420) (5,243) 40,268 1,341 Sep 11 Mar 14
Mar 15
Mar 16

BSP 44,487 – (44,487) – – 1,579 Apr 12 Mar 15
PSP 43,555 – (37,022) (6,533) – 1,579 Apr 12 Mar 15
BSP 35,986 – – – 35,986 2,221 Apr 13 Mar 16
PSP 33,122 – – – 33,122 2,221 Apr 13 Mar 16
BSP 28,954 – – – 28,954 2,684 Jun 14 Mar 17
PSP 36,321 – – – 36,321 2,684 Jun 14 Mar 17
BSP – 19,483 – – 19,483 4,243 Apr 15 Mar 18
PSP – 24,698 – – 24,698 4,243 Apr 15 Mar 18

N Naidoo BSP 5,903 – – – 5,903 2,684 Jun 14 Mar 17
PSP 44,430 – – – 44,430 2,684 Jun 14 Mar 17
BSP – 25,576 – – 25,576 4,243 Apr 15 Mar 18
PSP – 30,213 – – 30,213 4,243 Apr 15 Mar 18

J Stumpf BSP – 21,117 – – 21,117 4,243 Apr 15 Mar 18
1 Bonus share plan (BSP).
2 Performance share plan (PSP).
3 Share appreciation rights plan (SARP).
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Interests of dIrectors and prescrIbed offIcers In mpact’s share capItal
share dealings

The Group has adopted a share dealing policy requiring all directors, management and the Company Secretary to obtain prior written clearance 
from either the Chairman or the Company Secretary to deal in the Company’s shares. The Chairman of the Board will in turn require prior written 
clearance from the Chairman of the Audit and Risk Committee. Closed periods (as defined in the JSE listings Requirements) are observed as 
required. During these periods, the directors, management and employees are not permitted to deal in the Company’s securities. Additional closed 
periods are enforced when the Group commences with a corporate activity and where a cautionary announcement (as defined in the JSE listings 
Requirements) is published.

The aggregate beneficial holdings as at 31 December 2016 and 2015 of the directors and prescribed officers of the Company and their immediate 
families in the issued ordinary shares of the Company are detailed below. There have been no material changes in these shareholdings between 31 
December 2016 and 1 March 2017,  
the date of approval.

directors and prescribed officers

Number of shares held

31 december 2016 31 December 2015
direct Indirect Direct Indirect

non-executive director
AJ Phillips 8,502 1,448 – –
executive director
BW	Strong 420,489 – 416,668 –
BDV Clark – 18,890 – 18,719
Prescribed officers
RP von Veh 116,547 – 113,553 –
HM Thompson 296,960 – 201,666 –
JW	Hunt 158,995 – 134,125 –

Total 1,001,493 20,338 866,012 18,719

There are no associate interests for the above directors and prescribed officers.

non-executIVe dIrectors’ remuneratIon

fees

2016 2015

 Rands

fees paid
 as non-

executive
 director

fees paid
 as trustee

 of mpact
 foundation

 trust

Fees paid
 as non-

executive
 director

Fees paid
 as Trustee

 of Mpact
 Foundation

 Trust

AJ Phillips 917,921 – 840,136 –
AM Thompson 473,298 60,017 459,320 –
NP Dongwana 473,298 120,033 432,513 –
NB	langa-Royds 605,863 60,017 583,753 –
M Makanjee1 101,951 – – –
TDA Ross 578,620 – 520,954 –

Total 3,150,951 240,067 2,836,676 –

1  From date of appointment to the Board on 5 September 2016.
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Consumption of packaged goods in rural areas of South Africa is 
increasing as social grants are made available to more people. In the 
case	of	Northern	KwaZulu-Natal,	this	represented	an	opportunity	to	
collect additional packaging for recycling while also creating jobs and 
business opportunities for the local communities. In 2014, Mpact 
developed a community project to address the high costs of collecting 
and transporting the recycling material from widely dispersed locations 
to its branch in Richard Bay. 

Objectives	of	the	project	were	to:

•	 Enable	recycling	in	Northern	KwaZulu-Natal	rural	areas	by	
empowering individuals in communities to start their own small and 
sustainable collection businesses either sorting recyclable fibre at the 
landfill sites or collecting waste from the shops before it goes to the 
landfill sites.

•	 Increase	the	supply	of	recyclable	waste	to	the	mills.

•	 Benefit	the	communities	and	the	environment	by	minimising	waste	
being sent to landfill sites.

It was initially difficult to convince the collectors to deal with Mpact 
Recycling as previously they had been dealing with middle men who 
were purchasing materials from them and selling onto Mpact Recycling 
or its competitors. As such, they had been doing a lot of the hard work, 
but with little reward. By dealing directly with the collectors, Mpact 
Recycling has been able to improve prices and, regular collections 
and regular payments. The waste collectors were taken to the Mpact 
Recycling Richards Bay operation to see exactly how the materials are 
weighed,	sorted	and	paid	by	grade	–	thus	providing	further	education	
and support. The presence of an Mpact employee who could converse 
with	the	collectors	also	helped	in	gaining	credibility,	support	and	buy-in	
from the collectors.

Since January 2015 the initiative has grown such that Mpact Recycling 
has placed balers where there are large volumes of suppliers enabling 
the collection of both baled and loose fibre. The supplier base has 
increased from 42 to 54 regular suppliers.

NORTHERN KWAZuLu-NATAL RECYCLING PROJECT

2014 
January to
 December

2015 
January to 
 December

2016
January to

october

Total tonnages 635 4,203 5,815

Mpact	Recycling	covers	the	KwaZulu-Natal	North	Coast	from	Mandeni	
to	Kosi	Bay	and	inland	from	Tugela	Ferry	to	Pongola.	Our	collection	
footprint	is	large	–	at	least	210	jobs	have	been	created	through	the	
collection and sorting of the materials; impacting on over 1,000 families 
–	many	of	whom	are	now	able	to	feed	their	children	through	their	
collections of the recyclables.

Mtima Recycling is a recycling business in Eshowe that started with 
six full time employees and one light duty vehicle (lDV) and has 
since grown to 21 full time employees with three lDVs. Babakababa 
Trading,	based	in	Nongoma,	was	a	family-run	business	operated	by	a	
mother, son and daughter. It now has eight full time employees and the 
enterprise purchase its own baler.

Mpact Recycling is proud to say that we have met and exceeded our 
objectives; and what started out as a small project has turned into a 
full scale recycling programme benefiting the communities of Northern 
KwaZulu-Natal.
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SOCIAL AND ETHICS COMMITTEE REPORT 

IntroductIon
The Social and Ethics Committee assists the Board in monitoring 
Mpact’s performance as a good and responsible corporate citizen 
and performs its duties in terms of the Companies Act. The Social 
and Ethics Committee regularly reviews and updates the terms of 
reference, where necessary, with regard to any relevant legislation, other 
legal requirements or prevailing codes of best practice. The terms of 
reference are set out in the committee charter. The committee executes 
its duties in accordance with these terms.

composItIon
The	Social	and	Ethics	Committee	comprises	Ntombi	langa-Royds	
(Chairperson), Neo Dongwana, Maya Makanjee and Andrew Thompson 
as	the	members.	All	the	members	are	independent	non-executive	
directors. Biographical details of the committee members are provided 
on pages 38 and 39 and the fees paid to the committee members are 
outlined on page 53.

meetIngs
The Social and Ethics Committee held four meetings during the year. 
Other than Maja Makanjee who joined the Board in September 2016, all 
other members attended all meetings of the committee during the year, 
as per page 43 of this report.

role and functIon
The committee draws matters within its mandate to the attention of the 
Board and reports to the shareholders at the Annual General Meeting 
on the relevant matters.

Mpact’s approach to sustainability is documented in the Abridged 
Sustainability Review on page 64 and a detailed Sustainability Review is 
available on Mpact’s website. 

ethical conduct

The committee is responsible for developing and reviewing the Group’s 
policies with regard to the commitment to, governance of and reporting 
on Mpact’s sustainable development performance. These policies are 
recommended to the Board for approval to be implemented across 
the Group.

social and economic development

The Committee monitored the social and economic development of the 
Group. In line with the Group’s transformation policies and objectives, 
the committee monitored progress against Employment Equity Plan 
to assess management initiatives to have a representative workforce. 
An annual review of the Group’s standing in terms of the goals and 
purpose set out in the 10 Principles of the united Nation Global 
Compact was also undertaken.

good corporate citizenship

The Committee monitored the promotion of equality, the prevention 
of unfair discrimination and reduction of corruption. In line with its 
mandate, the Committee further reviewed Mpact’s charitable giving, 
donations and sponsorships. Details of the Group activities are included 
in the Sustainability Review.

During	2015,	the	Group	established	the	Mpact	Foundation	Trust	
through	its	B-BBEE	transaction.	Refer	to	the	Message	from	the	
Chairman of the Trust on page 63 of this Integrated Report. 

ntombi langa-royds 
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environment, health and safety

The Group is committed to providing a safe and healthy working 
environment for all employees, as well as contractors and service 
providers.	The	principle	of	“Zero	harm”	is	entrenched	at	each	of	Mpact’s	
operation. The Committee regularly reviews the safety and health 
initiatives of the Group.

In pursuit of excellence, Mpact subscribes to various internal and 
international standards, and where applicable, its operations are 
certificated.	Fundamental	to	the	principles	of	Mpact	and	these	
standards is compliance with national legislation. To this end, Mpact 
subscribes to Environmental and Safety legal Registers that also keeps 
it abreast of changes in legislation. 

The Group supports the Government initiatives to reduce carbon 
emissions by changing the behaviour of producers and consumers. 
The Committee reviews quarterly reports on the Group emissions. 
In this regard, Mpact has established an Energy Centre of Excellence 
and appointed a Group Energy Manager to develop an energy strategy 
and further exploit opportunities across the Group, optimising energy 
usage and considering energy generation technologies.

stakeholder engagement

Mpact undertakes stakeholder engagement, which is encouraged by 
King	III	and	the	Companies	Act.	Transparent	and	open	communication	
with	stakeholders	is	regarded	as	critical	to	the	Company’s	long-term	
success. The Committee reviews identified stakeholders to ensure 
that those reflects the key groupings with which Mpact interacts. 
For detail	on	Mpact’s	stakeholder	engagement,	refer	to	pages	59	to	61	
of this report.

During the year, a comprehensive report was reviewed by the 
Committee, which provided an update on stakeholder activities.

material sustainability issues

The committee is responsible for annually revising or determining,  
in conjunction with senior management, the Group’s material 
sustainability issues. The Group has made efforts to improve 
sustainability reporting during the period under review. The external 
assurance on material sustainability issues has improved and will 
continue to remain an activity of the Committee with assistance  
of the Audit and Risk Committee in the forthcoming period.

The material issues have been reported on and are set out in the 
Sustainability Review available on the Group’s website. 

During	the	year,	the	committee	reviewed,	improved	and	achieved:	

•	 	The	implementation	of	the	Mpact	Foundation	Trust	–	comprehensive	
details on this trust is set out on page 63 of this report. 

•	 	The	Mpact	Talent	Management	Strategy,	which	covered	the	retention	
of critical skills and talent plan.

•	 	The	Excellence	in	Health	and	Safety	awards,	Behaviour-based	Safety	
Programme and Mpact Safety Culture Awareness Programme.

•	 	Aligned	the	Corporate	Social	Investment	(CSI)	Policy	to	the	Group	
Strategy.

•	 Occupational	Health	and	Safety	Standards.

•	 Carbon	Tax	and	Carbon	Budget	plans.

•	 Environmental	targets	for	2020.

assurance
The Mpact Dashboard System has improved the capture of relevant 
sustainability data and the Social and Ethics Committee is satisfied 
that the disclosure is adequate and the information accurate. Various 
external assurances have been obtained and these are listed in detail 
in the Sustainability Review. Mpact has not obtained an independent 
overall assurance for its Sustainability Review.

The committee is satisfied with the Group’s progress in the different 
areas and with the Social and Ethics plan for the 2017 financial year.  
The committee is aware that its function will continue to evolve as it 
addresses all the responsibilities within its mandate.

Environmental and social sustainability of Mpact is important to the 
Group and a detailed Sustainability Review has been concluded, 
which reports in more detail on its employees, environmental and CSI. 
These issues are of significant importance to the Group in terms of its 
obligations to all of its stakeholders. The Sustainability Review can be 
found on the Group’s website. 

On	behalf	of	the	Social	and	Ethics	Committee:

ntombi langa-royds
Social and Ethics Committee Chairperson

1 March 2017

SOCIAL AND ETHICS COMMITTEE REPORT CONTINuED
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IntroductIon
Mpact recognises that proactive engagement with internal and external 
stakeholders	across	the	business	is	critical	to	its	long-term	success	and	
to strengthening its programmes, identifying opportunities and material 
issues as well as gaining insights. 

The Group has embraced transparent and open communication with 
its stakeholders, particularly against a backdrop of growing social, 
economic and environmental challenges within the environment in which 
it operates.

Mpact’s list of primary stakeholders is developed through a 
comprehensive process and is reviewed annually by the Social and 
Ethics Committee to ensure it reflects the key groupings with which 
Mpact interacts. The Group’s Stakeholder Engagement Policy is also 
reviewed annually. 

STAKEHOLDER ENGAGEMENT 

The	main	stakeholders	identified	by	Mpact	are:	

•	 Employees

•	 Customers	and	suppliers

•	 	Shareholders,	the	investment	community,	and	financial	institutions	
(including banks)

•	 Government	institutions	and	regulatory	authorities

•	 Communities	

•	 Industry	associations

During the year, a comprehensive report is tabled at Social and Ethics 
Committee meetings providing an update on stakeholder activities.  
This report outlines various communications relating to investor 
relations, media relations, employees, advertising and branding and 
other stakeholders, e.g. customers, communities and trade unions.

Employees	have	access	to	Tip-offs	Anonymous,	a	whistle-blowing	
facility independently administered by Deloitte & Touche, to report  
fraud and other illegal acts.

InteractIon WIth staKeholders  

 Main stakeholders
How did we engage our 
stakeholders?

What were their expectations and 
concerns during 2016?

How did we address these 
concerns?

Employees •	 	Remuneration	and	performance	
appraisals

•	 Imbizos
•	 	Skills	development	and	training
•	 	Safe	working	practices
•	 	Transformation	initiatives
•	 	Diversity	drive
•	 	Succession	planning	

programmes
•	 	General	updates
•	 	Tip-offs	Anonymous	
•	 	Employee	Effectiveness	Survey
•	 	Recognition	of	work	done	 

–	Mpact	Awards

•	 	Fair	work	practices	and	
transformation

•	 	Fair	remuneration
•	 	Safe	working	environment
•	 	Clear	and	strong	leadership
•	 	Skills	development
•	 	learnership	programmes
•	 	Promotion	

•	 	A	salary-benchmarking	survey	
was conducted

•	 	OHS-programmes	and	
instructions throughout plants

•	 	Average	personnel	costs	
increased	by	4.6%	for	the	year,	
excluding the Remade acquisition 
and Mpact Polymers

Customers and suppliers •	 	Meetings	re	pricing,	product	
quality and specifications, 
service, stockholding and  
security of supply

•	 	Customer	innovation	workshops
•	 	Site	visits
•	 	Results	presentations
•	 	General	updates

•	 	Quality	product	and	efficient	
service

•	 	Product	innovation
•	 	Market	trends	 

–	keeping	abreast
•	 	Competitive	prices
•	 	Impact	of	exchange	rate

•	 	Procurement	agreements
•	 	long-term	supply	agreements
•	 	Price	negotiations
•	 	R&D	Centre	of	Mpact	

continuously looking at product 
innovation to ensure cost 
efficiencies and enhancing food 
safety
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 Main stakeholders
How did we engage our 
stakeholders?

What were their expectations and 
concerns during 2016?

How did we address these 
concerns?

Shareholders, the investment 
community, and financial  
institutions (including banks)

•	 	Results	presentations	 
road shows

•	 	Site	visits
•	 	Trading	updates
•	 	Market	perception	polls
•	 	In-house	Communication	

Manager
•	 	Investor	Relations	consultant
•	 	One-on-one	meetings	with	key	

investors, existing and potential

•	 	Comprehensive	and	detailed	
financial analysis and figures

•	 	A	better	understanding	of	the	
business and its operations

•	 	Major	risks	of	the	Group	and	 
how it is being addressed

•	 	Addressing	concerns	–	Mpact	
Polymers slower than expected 
start up and increased 
competition in industry

•	 	Prospects	of	the	Group
•	 	Strategy	of	the	Group

•	 	Trading	update
•	 	Comprehensive	presentation	

incorporating concerns and how 
it is being addressed

Government institutions  
and regulatory authorities

•	 	Meetings
•	 	Representation	on	Forums	 

and Regulatory Bodies
•	 	Active	engagement	 

on key projects

•	 	Water	licence	applications
•	 	Environmental	matters	such	 

as carbon tax, air emissions, 
waste management  
and electricity usage

•	 	Ensure	understanding	 
of industry issues

•	 	Funding	and	tax	incentives

Communities •	 	local	community	 
development projects

•	 	Education	and	training
•	 	Support	local	community	

initiatives

•	 	Continued	commitment	to	the	
projects previously supported

•	 	CSI	spend	was	R5.5	million
•	 	Various	projects	–	set	out	in	detail	

in the Sustainability Review on 
the Group’s website

Industry associations •	 	Committee	meetings	with	 
various industry associations

•	 	Bargaining	Council	meetings

•	 	To	promote	industry-wide	 
issues on a regional  
and national basis

•	 	To	negotiate	wage	increases	 
with trade unions when required

•	 	To	promote	industry-wide	issues	
on a regional and national basis

•	 	No	trade	union-supported	strikes	
and	no	man-hours	lost	due	to	
any labour unrest

STAKEHOLDER ENGAGEMENT CONTINuED
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Value-added statement 

2016 2015
r’m R’m

Value created
Value created by operating activities 2,839.5 2,783.9

–	Revenue 10,098.6 9,547.7
–	Expenses (7,259.1) (6,763.8)

Finance	income 18.4 8.7
Share of associate profit 16.2 13.0

2,874.1 2,805.6

Value distributed (1,984.4) (1,795.3)

Staff costs (1,581.2) (1,464.7)
Payments to providers of finance
–	Finance	costs (209.4) (140.7)
–	Dividends (76.5) (75.8)
Payments to Government
–	Taxes (117.3) (114.1)

Value reinvested (569.4) (468.3)

Depreciation, amortisation and impairment (504.0) (410.0)
Deferred tax (65.4) (58.3)

Value retained
Retained profits (320.3) (542.0)

(2,874.1) (2,805.6)
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MPACT RECYCLING: FNb eWALLET PROJECT 

Mpact Recycling’s supplier base is partly made up of small businesses 
and individuals that rely on fast and consistent payments for their 
recyclables because cash availability sustains their livelihoods. As such, 
the	objectives	of	the	partnership	between	Mpact	Recycling	and	FNB	 
are	as	follows:

•	 To	reduce	the	amount	of	cash	being	held	at	the	branches.

•	 To	enable	quick	payments	to	suppliers.

•	 To	provide	incentives	to	clients.

The	project	was	rolled	out	in	three	phases:

phase 1: Giving	the	cash	offices	co-branded	eWallet	cards	to	pay	the	
suppliers

phase 2: Communicating with our recovered waste suppliers regarding 
these	changes	and	the	partnership	with	FNB

phase 3: Providing the necessary facilities

The cashless payment solution project provides Mpact Recycling with 
the opportunity to create loyalty within a very competitive market sector.     

By	offering	FNB’s	incentives	to	the	individuals	who	trade	with	Mpact	
Recycling,	Mpact	Recycling	has	created	the	opportunity	for	FNB	to	
provide banking services to this particular market segment, while Mpact 
is seen as the preferred dealer in recyclable fibre and plastic. 

Phase 2 and 3 of the project went live on the 1st November 2016.  

The	eWallet	Project	has	a	phased	roll-out	across	the	country,	with	all	
branches expected to complete training and successful implementation 
by the end of 2017.

This is part of Mpact Recycling’s drive to deliver smarter, sustainable 
solutions to our suppliers.
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bacKground
In May 2015, Mpact concluded transactions to facilitate participation by 
a broad range of stakeholders in the future success of the Company. 
These transactions included the implementation of the Mpact 
Foundation	Trust	(Trust)	as	a	vehicle	both	for	B-BBEE	ownership	and	to	
channel the benefits of ownership to selected beneficiaries. 

The	Trust	has	six	Trustees:	Neo	Dongwana	(Chairperson),	Ntombi	
langa-Royds	and	Andrew	Thompson,	all	independent	non-executive	
directors of Mpact; as well as Bruce Strong (Mpact CEO), Brett Clark 
(Mpact	CFO)	and	Busi	Mlotshwa	(Mpact	Paper	Divisional	HR	Manager).

The objectives of the Trust are to pursue empowerment of previously 
disadvantaged	stakeholders	with	a	focus	on	broad-based	groupings,	
create	a	sustainable	funding	structure,	complement	existing	B-BBEE	
initiatives,	and	materially	improve	Mpact’s	B-BBEE	ownership	
credentials.

The main beneficiaries of the Trust include Mpact employees and 
their families. Other beneficiaries will include emerging entrepreneurs, 
suppliers and customers directly or indirectly involved in the packaging 
and/or recycling sectors, primary, secondary and tertiary education 
initiatives and other individuals, groups of people or entities that operate 
within the communities.

actIVItIes
2016 was a significant year for the Trust. Notably, the Trustees 
determined the immediate priorities of the Trust and also making good 
progress in executing them.  As Trustees, we are committed on the 
journey towards making a meaningful impact in the lives of our 
communities,	more	specifically,	beneficiaries	of	the	Trust.	We	have	
chosen to do this through a deliberate focus on education, which we 
believe will enable families to be pulled out of poverty.

The old African Proverb “If you want to go quickly, go alone. If you 
want to go far, go together” summarises our focus on education. 

We	believe	that	in	tackling	the	education	crisis	in	our	country	and	the	
affordability of education, we will be able to stimulate prospects of a 
broad-based	social	economic	advancement.	

It is against this background that in its year of inception, the Trust 
awarded its first fully funded bursaries to 15 deserving bursars, of 
which, nine are women and six are men. The bursaries were awarded to 
dependants of black Mpact employees for a tertiary education at a 
public and accredited higher education institution in South Africa. 

CHAIRPERSON’S REPORT: MPACT FOuNDATION TRuST

The	Mpact	Bursary	covers	the	following:

•	 Full	tuition	and	boarding	fees.

•	 A monthly allowance.

•	 Stationery and prescribed books.

We	believe	our	contribution	in	education	through	the	bursary	scheme	is	
one way of making a meaningful contribution to society and a socially 
responsible way of achieving measurable empowerment of previously 
disadvantaged communities. It was therefore important for us to fund 
the tertiary education of deserving students who demonstrated the 
potential to succeed academically, but were otherwise constrained by 
their ability to fund a tertiary education and the associated costs. 
Generally, education from a primary school level is important and is 
critical in any child’s development. However, we have specifically chosen 
to fund students at a tertiary level, as we believe our interventions will be 
most impactful at this level. The myriad of benefits associated with a 
tertiary education include better opportunities for development, so that 
students can become productive and socially responsible members 
of society. 

As the Trust grows, we will be in position to support more children 
through the bursary scheme, and the impact on the communities in 
which we operate will grow. 

On occasion, the Trust’s activities will dovetail with Mpact’s Corporate 
Social Investment policy, by supporting initiatives and projects aligned to 
small business development and skills development. 

looKIng ahead
The	Trust	will	continue	to	tackle	the	socio-economic	challenges	faced	
by	the	country.	For	now,	we	will	continue	to	do	this	through	our	focus	
on education, which is an enabler to improving the prospects of many 
young South Africans. 

I thank the Trustees of the Trust for their support and enthusiasm in a 
shared vision towards transformation.

On	behalf	of	the	Mpact	Foundation	Trust

neo phakama dongwana
Chairperson

1 March 2017
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AbRIDGED SuSTAINAbILITY REVIEW 

approach to sustaInabIlIty
Mpact’s commitment to sustainability is embedded in the way we work 
by adopting leading industry health and safety standards, obtaining 
responsibly-sourced	raw	materials,	and	ensuring	the	business	constantly	
seeks to reduce its environmental impact. The businesses have developed 
specific strategic goals, set out in the respective Operational Reviews.

A growing focus on economic, social and environmental issues as they 
impact on business has shaped our approach to sustainability.  
Our approach has been to integrate these fundamental business practices 
alongside our three strategic pillars (refer to page 11 of this report), while 
creating	long-term	value	for	our	stakeholders.	As	such,	stakeholder	
engagement is a fundamental tenet of our approach to sustainability, guiding 
our efforts, objective setting and ability to achieve measurable results on our 
performance.	Our	stakeholder	engagement	and	value-added	statement	are	
set out on pages 59 to 61.

The Group upholds the principles of sustainability, corporate governance 
and social responsibility. Mpact has also made efforts to improve 
sustainability reporting incorporating recommendations made by the 
Integrated Reporting and Assurance Services (IRAS) in its Sustainability Data 
Transparency Index (SDTI): A 2016 Review of Environmental, Social and 
Governance Reporting in South Africa.

For	the	comprehensive	Sustainability	Review	please	refer	to	the	 
website. 

people deVelopment
Mpact’s employees are integral to the success of the Group and we 
therefore ensure that each one has the necessary skills to improve his/her 
performance.	Mpact’s	Fair	Employment	and	Promotions	Philosophy	states	
there is a place for all people in Mpact and cognisance must be taken of 
merit-based	employment	equity	to	address	the	issue	of	diversity	throughout	
the organisation, especially regarding race, gender and disabilities. As such 
management in the Group stands by this philosophy to ensure that the 
best people for the job are employed or promoted and that talent is actively 
attracted and retained within the Group.

broad-based blacK economIc empoWerment
Refer	to	the	Statement	by	the	Chairperson	of	the	Mpact	Foundation	Trust.

socIal and relatIonshIp InItIatIVes
Mpact operates on the conviction that in doing business we must 
embrace and create value for the communities in which we operate, 
recognising community engagement as a business imperative and the 
cornerstone of sustainable investment. The Group’s CSI strategy aims to 
enable partnerships with communities through financial support as well as 
volunteer-based	projects	from	our	employees,	thereby	strengthening	the	
Group’s role as a responsible corporate citizen.

Mpact’s CSI initiatives are set out in detail in the Sustainability Review 
available on the website. 

mpact and the enVIronment
Mpact’s	commitment	to	sustainability	is	illustrated	in	its	slogan	“smarter,	
sustainable	solutions”.	Environmental	sustainability	is	therefore	a	core	value	
for the business as it embraces the reality that the environment sustains us. 
Much of Mpact’s business is built on recycling with most of its fibre, and 
an increasing portion of PET for plastics being supplied by the Recycling 
division and recycling practices at operations. 

Mpact is very dependent on water, especially at the paper mills, and much 
effort and investment has gone into optimising water use over many years in 
recognition	of	the	fact	the	South	Africa	is	a	water-scarce	country.

In recent years there has been increasing focus and effort in reducing the 
environmental footprint of our energy use in terms of greenhouse gas 
and other atmospheric emissions, fossil fuel use and ash generation. 
Environmental legislation in South Africa has also become very complex 
and maintaining compliance is a priority for Mpact. The environmental 
sustainability for each of the businesses are detailed in the Operational 
Review section of this Integrated Report.

LEVEL

3
BBBEE

greenhouse gas 
emIssIons scope 1  

Co2e 0.455  
t/tonne   
(2015:	0.498	t/tonne)

Water  
consumptIon 

5.98 kℓ/tonne  
(2015:	6.44	Kℓ/tonne)

energy consumptIon  
for manufacturIng 
operatIons  

6.84 gJ/tonne  
(2015:	7.16	GJ/tonne)	

recoVered recyclables 

623,000 tonnes 
(2015:	527,000	tonnes)

mpact foundatIon trust aWarded 15 bursaries csI spend Was R5.5 million	(2015:	R6.3	million)	

sustaInabIlIty hIghlIghts

safety 
LTifR 0.33	(2015:	0.22) 
Including	Remade:	0.44

sifR 0.51 (2015:	0.54) 
Including	Remade:	0.63		

RwC 12 (2015:	22) 
Including	Remade:	13

sKIlls deVelopment 
programmes  
offered to  
3,884 
employees  
(2015:	3,364	employees)

supported 279 individuals  
(2015:	206	individuals)	on	apprentice	
and learnership programmes,  

of whom 89% (2015:	91%)	were	
from preVIously dIsadVantaged 
bacKgrounds

traInIng and sKIlls 
deVelopment  

88,838 man-
hours  
(2015:	67,412	man-hours)

traIned 58 unemployed dIsabled youthB-BBee Contributor status Level 3 maintained
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fInancIal results
The Group’s financial results for the year ended 31 December 2016 
were reflective of the challenges faced by the Group, both economically 
and operationally. The Paper business was affected by the shortage 
of waste paper, the resultant high recovered paper prices which 
impacted raw material input costs throughout the paper operations 
exacerbated by lower containerboard sales volumes. The Plastics 
business, excluding the loss made by Mpact Polymers, delivered a 
solid performance and maintained margins. Mpact Polymers had a 
difficult	year	with	start-up	costs	exceeding	expectations	due	to	higher	
production costs.

revenue	increased	by	5.8%	to	R10.1	billion	due	to	higher	average	
selling prices and product mix with the acquisition of Remade 
contributing	2.8%.	

In	the	Paper	business	segment	revenue	for	the	year	was	up	5.2%	to	
R7.4	billion.	The	acquisition	of	Remade	improved	revenue	by	4.0%.	

Revenue	in	the	Plastics	business	increased	by	8.6%	to	R2.8	billion.	
Excluding the new Mpact Polymers business, volumes in the Plastics 
business were flat. Good volume growth in bins and crates offset 
volume	declines	in	FMCG,	preforms	and	closures	and	trays	and	films	
businesses. 

underlying operating profit	decreased	by	13.7%	to	R784	million	with	
the	operating	profit	margin	decreasing	to	7.8%	from	9.5%	in	the	prior	
year.	ROCE	for	the	year	declined	to	14.2%	(December	2015:	18.9%).	
A stable trading performance in the converting operations of Paper 
and Plastics were offset by the effect of lower containerboard sales 
and the loss in Mpact Polymers. The results of the Paper and Plastics 
businesses are set out in detail in the Operational Review sections on 
pages 30 to 35, respectively, of this Integrated Report.

For	the	year	ended	31	December	2016,	special items, net of tax, 
amounted	to	R30	million	following	the	closure	of	the	Zimbabwe	Plastics	
business at the end of the year.

net finance costs	increased	by	44.7%	to	R191	million	as	a	result	of	
higher interest rates and increased average net debt over the year on 
the back of capital expenditure of R837 million, the Remade acquisition 
and increased working capital requirements. Net finance costs 
increased with interest on major projects capitalised last year and now 
expensed following their completion in 2015.

The effective tax rate	for	the	year	substantially	increased	from	21.8%	
to	31.5%.	The	tax	rate	during	the	period	was	higher	than	the	Company	
statutory	rate	of	28%	due	mainly	to	tax	losses	in	Mpact	Polymers	not	
being recognised as a deferred tax asset, partially offset by the benefit 
of certain 12(i) tax incentives. 

underlying earnings per ordinary share for the year decreased by 
31.1%	to	252.7	cents	(December	2015:	366.9	cents).

The Board declared a final gross dividend of 65 cents per ordinary 
share payable as a scrip distribution and a cash dividend alternative, 
on Monday, 3 April 2017. The total dividend for the 2016 financial year 
amounted	to	95	cents,	a	decrease	of	13.6%	from	2015.

For	historic	financial	information,	refer	to	page	70	of	this	report.

CHIEF FINANCIAL OFFICER’S REPORT
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fInancIal posItIon

capital assets

The	non-current	assets	consist	mainly	of	property,	plant	and	equipment.	
Mpact’s capital spend for the year ended 31 December 2016 was 
R837	million	(31	December	2015:	R979	million).	Capital	expenditure	
for	the	period	includes	R154	million	spent	on	the	Felixton	mill	rebuild.	
The majority of the R90 million spent on acquisitions related to the 
acquisition of Remade.

Approximately half the 2016 capital expenditure in the Group was 
invested	in	growth	projects,	with	the	balance	invested	in	“stay-in-
business”	projects.

capital expenditure of the group (r’m)(R’m)

2014 2015  2016
200

300

400

500

600

400

280257

501
531

439

Paper business
Plastics business

Working capital and cash flow

There was an increase in working capital percentage of revenue to 
18.3%	(2015:17.4%).	The	increase	was	mainly	attributable	to	reduced	
local sales of containerboard being replaced in part by exports and 
increased integration within the Paper division.  Mpact’s strategy to 
grow sales within the agricultural sector also requires an increase in 
working	capital	investment.	Working	capital	increased	to	R1,851	million	
from R1,660 million in December 2015.

Cash and cash equivalents amounted to R400 million 
(2015: R483 million).

funding

Net debt at 31 December 2016 was R2,001 million (31 December 
2015:	R1,592	million),	an	increase	of	R409	million	from	the	prior	year.	
Gearing	as	at	year-end	was	33.6%,	(December	2015:	30.2%).

1

1 116
1 303

1 592

2 001

500
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1 000
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2013 2014 2015 2016
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Net debt

1. Return on Capital Employed (ROCE) is  based on underlying operating profit plus share of equity accounted investees’ net earnings divided by average capital 
employed before impairments.
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Return on Capital Employed (ROCE)

ROCE and net debt
1

§ ROCE of 14.2% (December 2015: 18.9%)

§ Investments in new capital projects 
and lower earnings 

§ Net debt increased to R2.0bn

§ Investments in capital projects and 
working capital

§ Payment made for acquisition

§ Gearing at 33.6% (December  2015: 
30.2%)

The maturity profile of Mpact’s debt facilities of R2,67 billion at  
31	December	2016	is	as	follows:

Mpact is in the process of extending the term of its R750 million facility 
that matures in December 2017.

conclusion

The Group has sufficient bank facilities to fund approved expenditure 
capital projects and working capital requirements. The capital 
expenditure	budget	for	2017	includes	the	Felixton	mill	Phase	2	
upgrade being completed in the second half of 2017 with downtime 
planned for approximately 50 days.

brett clark
Chief Financial Officer

1 March 2017
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FIVE-YEAR FINANCIAL PERFORMANCE HISTORY

 31 December 2016 2015 2014 2013 2012

profit performance
Revenue R’m 10,099 9,548 8,617 7,698 6,821
underlying operating profit R’m 784 909 751 655 585
underlying profit before tax R’m 617 790 646 550 466
underlying earnings R’m 420 603 440 382 313

financial position
Total assets R’m 8,712 8,069 7,063 6,207 5,837
Total equity R’m 4,021 3,712 3,206 2,884 2,642
Total liabilities R’m 4,691 4,357 3,857 3,323 3,194
Total operating assets R’m 7,996 7,285 6,299 5,571 5,224

cash flow information
Net cash from operations before working capital R’m 1,275 1,322 1,146 1,028 914
Working	capital	movements R’m (289) (235) (157) (221) (48)
Capital expenditure R’m 836 979 701 387 363

ratio and statistics
underlying operating profit margin % 7.8 9.5 8.7 8.5 8.6
Basic EPS cents 234.6 366.9 259.1 232.5 188.5
underlying EPS cents 252.7 366.9 269.2 233.5 191.1
Basic HEPS cents 242.0 365.8 262.7 233.3 187.5
Total dividend per share cents 95.0 110.0 92.0 80.0 70.0

Net asset value per share cents 2,386.3 2,236.6 1,953.7 1,762.9 1,615.4
ROCE % 14.2 18.9 18.1 17.3 16.0
Current ratio times 1.4 1.4 1.3 1.6 1.5
Interest cover (underlying EBIT) times 4.1 6.9 6.2 5.7 4.6
Gearing % 33.6 30.2 29.0 28.1 28.6

stock exchange statistics
Market value per share
–	At	year-end cents 2,825 4,694 3,675 2,690 1,989
–	Highest	(year	to	31	December) cents 5,499 5,189 3,999 2,819 2,010
–	lowest	(year	to	31	December) cents 2,200 3,251 2,352 1,800 1,400
Closing PE ratio times 12.0 15.4 14.0 11.5 10.6
Market	capitalisation	–	close R’m 4,760 7,790 6,031 4,400 3,254
Volume traded (year to 31 December) ’000 84,386 61,106 63,736 96,225 107,254
Weighted	number	of	shares ’000 166,735 164,218 163,269 163,510 163,825
Issued shares at 31 December ’000 168,485 165,958 164,101 163,576 163,576
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IntroductIon
The Audit and Risk Committee has pleasure in submitting its report for 
the year ended 31 December 2016 in compliance with section 94(7) of 
the Companies Act.

The Audit and Risk Committee acts for the Company and all its 
subsidiaries, and is an independent entity accountable to the Board.  
It operates within a documented charter and complies with all relevant 
legislation, regulation and governance codes and executes its duties in 
terms	of	the	requirements	of	King	III.

The committee’s terms of reference were approved by the Board and 
are reviewed annually.

composItIon 
The	Audit	and	Risk	Committee	comprises	three	non-executive	directors,	
all of whom are independent. Tim Ross is the Chairman and  
Neo Dongwana and Andrew Thompson are the current members. 
The	CEO,	the	CFO,	the	Head	of	ICT,	the	Group	Risk	and	Sustainability	
Manager,	a	representative	of	KPMG,	the	independent	Internal	Auditor,	
and a representative of Deloitte & Touche, the independent External 
Auditor, all attend meetings by invitation. 

The committee members are appointed annually by the shareholders at 
the Annual General Meeting. Refer to ordinary resolution numbers 5, 6 
and 7 in the Notice of Annual General Meeting. Biographical details of 
the committee members are provided on pages 38 and 39.

meetIngs
The Audit and Risk Committee held four meetings during the year. 
Members attended all meetings of the committee during the year, as per 
page 43 of this report.

role and functIon 
The	Audit	and	Risk	Committee	attended	to	the	following	during	the	year:

external auditors
The committee reviewed the independence of Deloitte & Touche as 
the Group’s External Auditor with Mark Holme as the independent 
individual	registered	auditor.	Before	recommending	the	re-election	of	
Deloitte & Touche to the Board and being proposed to shareholders, the 
committee satisfied itself that Deloitte & Touche is independent.

Ordinary resolution number 4, as set out in the Notice of Annual 
General	Meeting	on	page	105,	proposes	the	re-appointment	of	Deloitte	
& Touche as External Auditor and Mark Holme as the independent 
individual registered auditor. 

Independence of external auditor
This	assessment	was	made	after	considering	the	following:
•	 	Confirmation	from	the	External	Auditor	that	they,	or	their	immediate	

family, do not hold any significant direct or indirect financial interest 
or have any material business relationship with Mpact.  
The External Auditor also confirmed that they have internal 
monitoring procedures to ensure their independence.

•	 	The	auditors	do	not,	other	than	in	their	capacity	as	External	Auditor	
or	rendering	permitted	non-audit	services,	receive	any	remuneration	
or other benefits from Mpact.

•	 	The	auditor’s	independence	was	not	impaired	by	the	non-audit	work	
performed, having regard to the quantum of audit fees relative to the 
total	fee	based	and	the	nature	of	the	non-audit	work	undertaken.

•  The auditor’s independence was not prejudiced as a result of any 
previous appointment as auditor. In addition, an audit partner 
rotation process is in place in accordance with the relevant legal and 
regulatory requirements.

AuDIT AND RISK COMMITTEE REPORT

timothy ross 
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•	 	Ensured	that	Internal	Audit	had	direct	access	to	the	committee,	
primarily through the committee’s Chairman.

•	 	Reviewed	and	approved	the	annual	Internal	Audit	plan,	ensuring	that	
material risk areas were included and that the coverage of significant 
business processes was acceptable. 

•	 	Reviewed	the	quarterly	Internal	Audit	reports,	covering	the	
effectiveness of internal control, material fraud incidents and 
material	non-compliance	with	Mpact’s	policies	and	procedures.	
The committee is advised of all internal control developments and 
advised of any material losses, with none being reported during the 
year.

•	 	Considered	and	reviewed	with	management	and	Internal	Auditors,	
any significant findings and management responses thereto in 
relation to reliable financial reporting, corporate governance and 
effective internal control to ensure appropriate action is taken.

•	 	The	Internal	Audit	function	provided	a	written	assessment	of	
the effectiveness of the Company’s system of internal controls 
and confirmed that based on their results of work undertaken, 
they provided reasonable assurance regarding adequacy and 
effectiveness of systems of internal control.

The	committee	has	reviewed	the	independence	of	KPMG	as	the	
Group’s	Internal	Auditor	and	is	satisfied	that	KPMG	is	independent.	

Internal financial control and compliance 

•	 	Reviewed	and	approved	the	existing	treasury	policy	and	reviewed	
the quarterly treasury reports prepared by management.

•	 	Reviewed	the	quarterly	legal	and	regulatory	reports	setting	out	the	
latest legislative and regulatory developments impacting the Group.

•	 Reviewed	the	quarterly	report	on	taxation.

•	 Reviewed	IT	reports.

•	 	Considered	and,	where	appropriate,	made	recommendations	on	
internal financial control.

•	 	Monitored	the	outsourced	Internal	Audit	service	provided	by	KPMG	
Internal Audit, Risk and Compliance Services. 

KPMG	performed	the	Internal	Audit	for	the	year	ended	31	December	
2016 and provided a written assessment of the effectiveness of Mpact’s 
system of internal controls. A combined assurance model and risk 
management processes are a work in progress; risk management will 
be assessed as the function matures. The Audit and Risk Committee 
considered	the	comments	in	the	audit	reports	issued	by	KPMG	on	the	
audits conducted, and together with other information available from 
management	and	the	year-end	External	Audit	reports,	and	determined	
that there were no material weaknesses in internal control and risk 
management. On this basis, the Audit and Risk Committee has made 
a recommendation to the Board on the effectiveness of the system of 
internal controls for inclusion in the directors’ responsibility statement.

risk management

Management is continuously developing and enhancing the Group’s 
risk and control procedures to improve the mechanisms for identifying, 
assessing and monitoring risks given that effective risk management 
is integral to the Group’s objective of consistently adding value to the 
business. The Board approves strategies and budgets and monitors 
progress against the budget. It also considers the identified business 
risks.

AuDIT AND RISK COMMITTEE REPORT CONTINuED

•	 	The	criteria	specified	for	independence	by	the	Independent	
Regulatory Board for Auditors.

•	 	The	audit	firm	and	the	designated	auditor	are	accredited	with	the	JSE.

The committee confirms that the External Auditor has functioned in 
accordance with its terms of reference for the 2016 financial year.

external auditor’s fees
The	committee:

•	 	Approved,	in	consultation	with	management,	the	audit	fee	and	
engagement terms for the External Auditor for the 2016 financial year.

•	 	Reviewed	and	approved	the	non-audit	services	fees	for	the	year	
under review and ensured that the fees were within limit and in line 
with	the	non-audit	service	policy.

•	 	Determined	the	nature	and	extent	of	allowable	non-audit	services	and	
approved	the	contract	terms	for	the	provision	of	non-audit	services.

external auditor’s performance
The	committee:

•	 	Reviewed	and	approved	the	External	Audit	plan,	ensuring	that	
material risk areas were included and that coverage of the significant 
business processes was acceptable. 

•	 	Reviewed	the	External	Audit	reports	and	management’s	response,	
considered their effect on the financial statements and internal 
financial control. 

financial statements
The	committee	reviewed	the	interim	results	and	year-end	financial	
statements, including the public announcements of the Group’s financial 
results, and made recommendations to the Board for their approval.  
In	the	course	of	its	review,	the	committee:

•	 	took	appropriate	steps	to	ensure	that	the	financial	statements	were	
prepared	in	accordance	with	IFRS;

•	 	considered	the	appropriateness	of	accounting	policies	and	
disclosures made; and

•	 	completed	a	detailed	review	of	the	going	concern	assumption,	
confirming that it was appropriate in the preparation of the financial 
statements.

The committee was not required to deal with any complaints relating to 
accounting practices or Internal Audit, nor to the content or audit of the 
financial statements, nor internal financial controls and related matters.

significant areas of judgement
Key	audit	matters	are	those	matters	which	are	arrived	at	and	disclosed	
in	the	Annual	Financial	Statements	using	significant	judgement.	

The Committee has provided stakeholders with further explanations in 
response to the key matters raised in the Independent Auditor’s Report. 
The detailed information forms part of the Audit and Risk Committee 
Report	included	in	the	full	Annual	Financial	Statements	which	is	available	
on the Group’s website. 

Internal audit
The	committee:

•	 	Reviewed	and	approved	the	existing	Internal	Audit	charter,	which	
ensures that the Group’s Internal Audit function is independent and 
has the necessary resources, standing and authority within the 
organisation to enable it to discharge its duties. 

•	 	Satisfied	itself	of	the	credibility,	independence	and	objectivity	of	the	
Internal Audit function.
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Risk management is addressed in the areas of physical and operational 
risks, human resource risks, technology risks, business continuity and 
disaster recovery risks, credit and market risks and compliance risks.

The Group has implemented several policies and procedures to manage 
its	governance,	operations	and	information	systems	with	regard	to	the:

•	 reliability	and	integrity	of	financial	and	operational	information;

•	 effectiveness	and	efficiency	of	operations;

•	 safeguarding	of	assets;	and	

•	 compliance	with	laws,	regulations	and	contracts.	

Risks are periodically reviewed and updated on a regular basis.  
The risks are outlined in detail on pages 12 to 15 of this 
Integrated Report.

Integrated report 
The committee fulfils an oversight role regarding our report and the 
reporting	process.	Accordingly,	it	has:

•	 	Considered	the	Integrated	Report	and	has	assessed	the	consistency	
with operational, financial and other information known to the Audit 
and Risk Committee members, and for consistency with the Annual 
Financial	Statements.	The	committee	is	satisfied	that	the	Integrated	
Report is materially accurate, complete and reliable and consistent 
with	the	Annual	Financial	Statements.	

•	 	The	committee	has,	at	its	meeting	held	on	1 March	2017,	
recommended the Integrated Report for the year ended  
31 December 2016 for approval by the Board.

goVernance
The Board has assigned oversight of the risk management function to 
the committee, which has an oversight role with respect to financial 
reporting risks arising from internal financial controls, fraud and IT risks.

In line with the terms of the JSE listings Requirements, the committee 
is satisfied that Brett Clark has the appropriate expertise and experience 
to	meet	the	responsibilities	of	his	appointed	position	as	CFO	as	required	
by the JSE.

The	committee	is	satisfied:

•	 	that	the	resources	within	the	finance	function	are	adequate	to	
provide	the	necessary	support	to	the	CFO;	and

•	 with	the	expertise	and	experience	of	the	Group	Financial	Manager.

In making these assessments, the committee has obtained feedback 
from the External and Internal Auditors.

Based on the processes and assurances obtained, the committee 
believes that the accounting practices are effective.

assurance
The Audit and Risk Committee confirmed that they were prudent in 
exercising their duties of care and skill and they have taken reasonable 
steps to ensure that they performed their duties in accordance with the 
mandate.  

On behalf of the Audit and Risk Committee

tim ross 
Audit and Risk Committee Chairman

1 March 2017
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The	directors	are	responsible	for	preparing	the	Annual	Financial	Statements	in	accordance	with	applicable	law	and	regulations.

These	audited	Annual	Financial	Statements	have	been	prepared	using	accounting	policies	compliant	with	IFRS	and	are	prepared	in	accordance	with	
IAS 34:	Interim	Financial	Reporting,	the	SAICA	Financial	Reporting	Guides	as	issued	by	the	Accounting	Practices	Committee	and	Financial	Reporting	
Pronouncements	as	issued	by	Financial	Reporting	Standards	Council	and	are	in	compliance	with	the	Companies	Act.

approVal of the summarIsed fInancIal statements
The	directors	confirm,	that	to	the	best	of	their	knowledge,	the	Group’s	consolidated	financial	statements	are	prepared	in	accordance	with	IFRS,	and	
are	prepared	in	accordance	with	IAS	34:	Interim	Financial	Reporting,	the	SAICA	Financial	Reporting	Guides	as	issued	by	the	Accounting	Practices	
Committee	and	Financial	Reporting	Pronouncements	as	issued	by	Financial	Reporting	Standards	Council,	and	the	requirements	of	the	Companies	
Act fairly present the assets, liabilities, financial position and profit of the Group and the undertakings included in the consolidation taken as a whole.

The directors believe that the Group has adequate resources to continue in operation for the foreseeable future and the financial statements have 
therefore been prepared on a going concern basis.

The	Summarised	Financial	Statements	and	related	notes,	which	appear	on	pages	78	to	97	were	approved	by	the	Board	and	authorised	for	issue	on	
1 March	2017	and	were	signed	on	its	behalf	by:

aJ phillips   bW strong
Chairman     Chief Executive Officer

Johannesburg
1 March 2017

DIRECTORS’ RESPONSIbILITY STATEMENT  
AND bASIS OF PREPARATION 
for the year ended 31 december 2016

CERTIFICATE bY THE COMPANY SECRETARY 
In terms of section 88(2)(e) of the Companies Act, I certify that Mpact limited has lodged with the Companies and Intellectual Property Commission 
all such returns, as are required of a Company in terms of the Companies Act and that such returns are true, correct and up to date.

noriah sepuru
Company Secretary

1 March 2017
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The directors have pleasure in presenting their report on the summarised consolidated financial statements of Mpact limited and its subsidiaries  
for the year ended 31 December 2016.

nature of busIness
Mpact is one of the largest paper and plastics packaging businesses in Southern Africa, with leading market positions in recovered paper and 
plastics	collection,	corrugated	packaging,	recycled-based	cartonboard	and	containerboard,	PET	preforms,	styrene	trays	and	plastic	jumbo	bins.	
Mpact limited is incorporated in the Republic of South Africa and is listed on the JSE.

The principal activities of the Group remain unchanged from the previous year.

segment analysIs
An analysis of results by each operating segment can be found on pages 30 to 35.

stated capItal
The authorised share capital is 217,000,000 ordinary shares of no par value.

On	31	December	2016	the	issued	share	capital	of	the	Company	was	168,485,360	ordinary	shares	of	no	par	value.	(2015:	165,958,619	ordinary	
shares of no par value).

regIster of shareholders
The register of shareholders of the Company is open for inspection to members and the public, during normal office hours, at the office of the 
Company’s transfer secretaries, link Market Services South Africa Proprietary limited.

dIrectors Interest In share capItal
Details of the beneficial holdings of directors of the Company and their families in ordinary shares are given on page 53.

cash dIVIdend and capItalIsatIon share alternatIVe
1. Introduction

	 	Notice	is	hereby	given	that	the	Board	has	declared	a	final	distribution	for	year	ended	31	December	2016,	by	way	of	the	issue	of	fully-paid	 
Mpact	ordinary	shares	of	no	par	value	each	(“the	Scrip	Distribution”)	as	a	Scrip	Distribution	payable	to	ordinary	Shareholders	(“Shareholders”)	
recorded	in	the	register	of	the	Company	at	the	close	of	business	on	the	Record	Date,	being	Friday,	31	March	2017.	

  Shareholders will be entitled, in respect of all or part of their shareholding, to elect to receive a gross cash dividend of 65 cents per ordinary 
share in lieu of the Scrip Distribution, which will be paid only to those Shareholders who elect to receive the cash dividend, in respect of all  
or	part	of	their	shareholding,	on	or	before	12:00	on	Friday,	31	March	2017	(“the	Cash	Dividend”).

	 	The	Cash	Dividend	has	been	declared	from	income	reserves.	A	dividend	withholding	tax	of	20%	will	be	applicable	to	all	Shareholders	not	
exempt therefrom, after deduction of which the net Cash Dividend is 52 cents per Mpact ordinary share. 

  The new ordinary shares will, pursuant to the Scrip Distribution, be settled by way of capitalisation of the Company’s distributable retained 
profits.

  The Company’s total number of issued ordinary shares as at 1 March 2017 is 168,485,360. Mpact’s income tax reference number is 
9003862175.

2. Terms of the Scrip Distribution

  The number of Scrip Distribution shares to which each of the Shareholders will become entitled pursuant to the Scrip Distribution (to the 
extent that such Shareholders have not elected to receive the Cash Dividend) will be determined by reference to such Shareholder’s ordinary 
shareholding	in	Mpact	(at	the	close	of	business	on	the	Record	Date,	being	Friday,	31	March	2017	in	relation	to	the	ratio	that	65	cents	bears	to	
the	volume	weighted	average	price	(“VWAP”)	of	an	ordinary	Mpact	share	traded	on	the	JSE	during	the	30-day	trading	period	ending	on	Friday,	
10	March	2017.	Where	the	application	of	this	ratio	gives	rise	to	a	fraction	of	an	ordinary	share,	in	allocations	of	whole	ordinary	shares	and	a	
cash payment for the fraction. 

	 	The	applicable	cash	payment	will	be	determined	with	reference	to	the	VWAP	of	an	ordinary	Mpact	share	traded	on	the	JSE	on	Wednesday,	 
29 March 2017, (being the day on which an ordinary Mpact share begins trading “ex” the entitlement to receive the Scrip Distribution or the 
Cash	Dividend	alternative),	discounted	by	10%.	

 The applicable cash payment will be announced on SENS on Thursday, 30 March 2017.

	 Details	of	the	ratio	will	be	announced	on	the	Stock	Exchange	News	Service	(“SENS”)	of	the	JSE	in	accordance	with	the	timetable	below.

REPORT OF THE DIRECTORS
for the year ended 31 december 2016
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3. Circular and salient dates

	 	A	circular	providing	Shareholders	with	full	information	on	the	Scrip	Distribution	and	the	Cash	Dividend	alternative,	including	a	Form	of	Election	
to	elect	to	receive	the	Cash	Dividend	alternative	will	be	posted	to	Shareholders	on	or	about	Wednesday,	8	March	2017.	The	salient	dates	of	
events	thereafter	are	as	follows:	

2017

Announcement released on SENS in respect of the ratio applicable to the Scrip Distribution, based on the  
30-day	volume	weighted	average	price	ending	on	Friday,	10	March	2017,	by	11:00	on monday, 13 march

Announcement	published	in	the	press	of	the	ratio	applicable	to	the	Scrip	Distribution,	based	on	the	30-day	
volume	weighted	average	price	ending	on	Friday,	10	March	2017 tuesday, 14 march

last day to trade in order to be eligible for the Scrip Distribution and the Cash Dividend alternative tuesday, 28 march

Ordinary shares trade “ex” the Scrip Distribution and the Cash Dividend alternative on Wednesday, 29 march

listing and trading of maximum possible number of ordinary shares on the JSE in terms of the Scrip Distribution 
from the commencement of business on Wednesday, 29 march

Announcement released on SENS in respect of the cash payment applicable to fractional entitlements,  
based	on	the	volume	weighted	average	price	on	Wednesday,	29	March	2017,	discounted	by	10% thursday, 30 march

last day to elect to receive the Cash Dividend alternative instead of the Scrip Distribution,  
Forms	of	Election	to	reach	the	Transfer	Secretaries	by	12:00	on friday, 31 march

Record Date in respect of the Scrip Distribution and the Cash Dividend alternative friday, 31 march

Scrip Distribution certificates posted and Cash Dividend payments made, CSDP/broker accounts credited/
updated, as applicable, on monday, 3 april

Announcement relating to the results of the Scrip Distribution and the Cash Dividend alternative released on 
SENS on monday, 3 april

Announcement relating to the results of the Scrip Distribution and the Cash Dividend alternative published in the 
press on tuesday, 4 april

JSE listing of ordinary shares in respect of the Scrip Distribution adjusted to reflect the actual number of ordinary 
shares issued in terms of the Scrip Distribution at the commencement of business on or about Wednesday, 5 april

 All times provided are South African local times. The above dates and times are subject to change. Any material change will be announced  
on SENS. 

	 	Share	certificates	may	not	be	dematerialised	or	rematerialised	between	Wednesday,	29	March	2017	and	Friday,	31	March	2017,	both	days	
inclusive.

property, plant and eQuIpment
Certain of the Group’s properties are the subject of land claims. Mpact is in the process of discussions with the land Claims Commissioner and 
awaits the outcome of claims referred to the land Claims Court. The claims, if successful, are not expected to have a material impact on the  
Group’s operations.

At	31	December	2016	the	net	investment	in	property,	plant	and	equipment	amounted	to	R3,489.0	million	(2015:	R3,041.2	million),	details	of	 
which	are	set	out	in	note	8	to	the	annual	financial	statements.	Capital	commitments	at	year-end	for	the	Group	amounted	to	R934.4	million	 
(2015:	R1,328.6	million).	There	has	been	no	change	in	the	nature	of	the	property,	plant	and	equipment	or	to	the	policy	relating	to	the	use	thereof	
during the year.

borroWIngs
In terms of the Memorandum of Incorporation, the directors are permitted to borrow or raise for the purposes of the Group such sums as they  
deem fit for the operation of the business. At the close of business on 31 December 2016, the total borrowings less cash resources was  
R2,001.3	million	(2015:	R1,592.1	million).	At	31	December	2016,	the	Group	had	approved	committed	facilities	of	R2.7	billion	 
(2015:	R2.4	billion)	of	which	R750.0	million	expires	on	22	December	2017	and	will	be	renegotiated	in	2017.	

eVents occurrIng after the reportIng date
There were no significant or material subsequent events which would require adjustment to or disclosure of in the annual financial statements.

REPORT OF THE DIRECTORS CONTINuED 
for the year ended 31 december 2016



MPACT Integrated report 2016

77

O
ver

view
 

O
f m

pa
c

t
O

p
e

r
atiO

n
a

l  
r

e
v

ie
w

S
u

S
ta

in
a

b
ility

G
O

v
e

r
n

a
n

C
e

 
S

u
m

m
a

r
iS

e
d

 
c

o
n

S
o

lid
a

t
e

d
  

fin
a

n
c

ia
l S

ta
t

e
m

e
n

t
S

a
d

m
in

iS
tr

atiO
n

dIrectors
The	following	directors	have	held	office	during	the	year	ended	31	December	2016	and	to	the	date	of	this	report:

AJ	Phillips	(Chairman)	 	 Independent	Non-executive

NP	Dongwana	 	 	 Independent	Non-executive

NB	langa-Royds	 	 	 Independent	Non-executive

M	Makanjee	 	 	 Independent	Non-executive	(Appointed	5	September	2016)

TDA	Ross		 	 	 Independent	Non-executive

AM	Thompson	 	 	 Independent	Non-executive

BW	Strong	(Chief	Executive	Officer)	 Executive

BDV	Clark	(Chief	Financial	Officer)	 Executive

company secretary
The Group Company Secretary of Mpact limited Group is MN Sepuru.

4th	Floor,			 	 	 Postnet	Suite	#179
3 Melrose Boulevard,   Private Bag X1
Melrose Arch, 2196,    Melrose Arch, 2076

audItors
Deloitte & Touche are the appointed auditors to the Company, with M H Holme the designated auditor.

specIal resolutIons passed by subsIdIary companIes
Notwithstanding	the	title	of	section	45	of	the	Companies	Act	71	of	2008,	being	“loans	or	Other	Financial	Assistance	to	Directors”	on	an	
interpretation	thereof,	the	body	of	the	section	also	applies	to	financial	assistance	provided	by	the	Company	to	any	related	or	inter-related	Company	
or	corporation	and	a	member	of	a	related	or	inter-related	corporation.

On 4 March 2016, all the subsidiaries of the Company passed special resolutions to authorise the companies to provide any direct or indirect 
financial assistance, including by way of lending money, guaranteeing a loan, or other obligations as it may be required or otherwise to any of its 
present	or	future	related	or	inter-related	companies	or	corporations	for	such	amounts	and	such	terms	and	conditions	as	the	Board/s	may	determine.

audIt and rIsK commIttee
The	Audit	and	Risk	committee	(“the	committee”)	operates	on	a	Group-wide	basis.	The	committee,	in	terms	of	the	Companies	Act	of	South	Africa,	
and	King	III,	has	the	responsibility,	among	other	things,	for	monitoring	the	integrity	of	Mpact’s	financial	statements.	It	also	has	the	responsibility	for	
reviewing the effectiveness of the Group’s system of internal controls and risk management systems. An internal audit function has been established 
which is responsible for advising the Board of Directors on the effectiveness of the Group’s risk management process.

The committee oversees the relationship with the external auditors; is responsible for their appointment and remuneration; reviews the effectiveness 
of the external audit process; and ensures that the objectivity and independence of the external auditors is maintained.

The committee has concluded that it is satisfied that auditor independence and objectivity has been maintained.

The comprehensive report of the committee is included on pages 71 to 73.

board of dIrectors statement of effectIVeness of controls
Based on the recommendation of the Audit and Risk Committee, nothing has come to the attention of the Board that caused it to believe that the 
Group’s system of internal control and risk management is not effective, or that the internal controls do not form a sound basis for the preparation of 
reliable financial statements.

goIng concern
The directors consider that the Group has adequate resources to continue operating for the foreseeable future and that it is, therefore, appropriate 
to adopt the going concern basis in preparing the consolidated financial statements. The directors have satisfied themselves that the Group is in a 
sound financial position, and that it has access to sufficient borrowing facilities to meet its foreseeable cash requirements.
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opinion

The summarised consolidated financial statements of Mpact limited, which comprise the summarised consolidated statement of financial position 
as at 31 December 2016, the summarised consolidated statements of comprehensive income, changes in equity and cash flows for the year then 
ended, and related notes, are derived from the audited consolidated financial statements of Mpact limited for the year ended 31 December 2016. 

In our opinion, the accompanying summarised consolidated financial statements are consistent, in all material respects, with the audited 
consolidated financial statements of Mpact limited, in accordance with IAS 34, Interim Financial Reporting and the requirements of the Companies 
Act of South Africa as applicable to summary financial statements.

summarised consolidated financial statements

The	summarised	consolidated	financial	statements	do	not	contain	all	the	disclosures	required	by	the	International	Financial	Reporting	Standards	and	
the requirements of the Companies Act of South Africa as applicable to financial statements. Reading the summarised consolidated financial 
statements and the auditor’s report thereon, therefore, is not a substitute for reading the audited consolidated financial statements and the auditor’s 
report thereon. The summarised financial statements and the audited consolidated financial statements do not reflect the effects of events that 
occurred subsequent to the date of our report on those consolidated financial statements.

the audited consolidated financial statements and our report thereon

We	expressed	an	unmodified	audit	opinion	on	the	audited	consolidated	financial	statements	in	our	report	dated	1	March	2017.	That	report	also	
includes. The communication of other key audit matters as reported in the auditor’s report of the audited financial statements.

directors’ responsibility for the summarised consolidated financial statements

The directors are responsible for the preparation of the summarised consolidated financial statements in accordance with IAS 34, Interim Financial 
Reporting and the requirements of the Companies Act of South Africa and for such internal control as the directors determine is necessary to enable 
the preparation of the summarised consolidated financial statements that are free from material misstatement, whether due to fraud or error.

auditor’s responsibility

Our responsibility is to express an opinion on whether the summarised consolidated financial statements are consistent, in all material respects,  
with the audited consolidated financial statements based on our procedures, which were conducted in accordance with International Standard on 
Auditing 810 (Revised), Engagements to Report on Summary Financial Statements.

deloitte & touche 
Registered Auditors

Per: mh holme
Partner 

24 March 2017

INDEPENDENT AuDITOR’S REPORT ON THE 
SuMMARISED FINANCIAL STATEMENTS  
to the shareholders of mpact limited 
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SuMMARISED CONSOLIDATED  
STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31 december 2016

2016 2015
Notes r’m R’m

revenue 10,098.6 9,547.7 
Cost of sales (6,281.4) (5,883.0)

gross margin 3,817.2 3,664.7 
Administration and other operating expenses (2,566.9) (2,345.7)
Depreciation, amortisation and impairments (504.0) (410.0)

operating profit 3 746.3 909.0 
Share of profit from equity accounted investees 16.2 13.0 
Profit on sale of equity accounted investees 0.8 0.2 

total profit from operations and equity accounted investees 763.3 922.2 
Net finance costs 4 (191.0) (132.0)

Investment income 18.4 8.7 
Finance	costs (209.4) (140.7)

Fair	value	gain 7.2 –

profit before taxation 579.5 790.2 
Tax charge 5 (182.7) (172.4)

profit for the year 396.8 617.8 

other comprehensive income:
Items that will not be reclassified subsequently to profit or loss
Actuarial	gains	on	post-retirement	benefit	scheme 3.6 6.7 
Tax effect (1.0) (1.9)
Items that may be reclassified subsequently to profit or loss
Effects of cash flow hedges (18.3) 8.1 
Tax effect 5.1 (2.3)
Exchange differences on translation of foreign operations (5.6) 7.5 

Other comprehensive income for the financial year net of tax (16.2) 18.1 

total comprehensive income for the year 380.6 635.9 

Attributable	to:
Non-controlling	interests	in	subsidiaries 6.3 14.6 
Equity holders of Mpact 374.3 621.3 

380.6 635.9 

profit for the year 396.8 617.8

Attributable	to:
Non-controlling	interests	in	subsidiaries 5.7 15.3
Equity holders of Mpact 391.1 602.5

earnings per share (eps) for profit attributable to equity holders of mpact
Basic EPS (cents) 6 234.6 366.9
Diluted EPS (cents) 6 234.0 363.3
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SuMMARISED CONSOLIDATED  
STATEMENT OF FINANCIAL POSITION
for the year ended 31 december 2016

2016 2015
Notes r’m R’m

Goodwill and other intangible assets 7 1,126.1 1,066.5
Property, plant and equipment 8 3,489.0 3,041.2
Investments in equity accounted investees 102.1 90.5
Financial	asset	investments 41.5 24.6
Deferred tax assets 10 4.9 15.3
Derivative financial instruments – 13.9

non-current assets 4,763.6 4,252.0

Inventories 1,393.2 1,275.0
Trade and other receivables 2,103.1 2,013.2
Cash and cash equivalents 405.7 508.9
Derivative financial instruments 2.9 15.1
Current tax receivable 30.9 5.0
Disposal group asset 14 12.8 –

current assets 3,948.6 3,817.2 

total assets 8,712.2 8,069.2 

Short-term	borrowings 9 990.0 770.0
Trade and other payables 1,772.1 1,855.6
Current tax liabilities 3.3 4.0
Provisions 5.1 3.6
Other current liabilities 51.8 4.6
Derivative financial instruments 8.6 7.0
Deferred income 5.5 5.5
Disposal group liability 14 10.7 –

current liabilities 2,847.1 2,650.3

Non-current	borrowings 9 1,417.0 1,331.0
Retirement benefits obligation 51.6 53.0
Deferred tax liabilities 10 342.5 266.8
Other	non-current	liabilities – 21.7
Deferred income 29.0 34.6
Derivative financial instruments 4.4 –

non-current liabilities 1,844.5 1,707.1

total liabilities 4,691.6 4,357.4

Stated capital 11 2,532.7 2,426.2
Retained earnings 1,346.3 1,170.8
Other reserves 28.3 7.8

Total attributable to equity holders of Mpact 3,907.3 3,604.8
Non-controlling	interests	in	subsidiaries 113.3 107.0

total equity 4,020.6 3,711.8

total equity and liabilities 8,712.2 8,069.2
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SuMMARISED CONSOLIDATED  
STATEMENT OF CASH FLOWS
for the year ended 31 december 2016

2016 2015
notes r’m R’m

cash flows from operating activities
Operating cash flows before movements in working capital 1,275.6 1,321.7 
Net increase in working capital (288.9) (235.2)

cash generated from operations 986.7 1,086.5 
Dividends from equity accounted investees 5.6 12.5 
Taxation paid (142.3) (115.5)

net cash inflows from operating activities 850.0 983.5 

cash flows from investing activities
Acquisition of subsidiaries, net of cash 13 (89.8) –	
Additions to property, plant and equipment and other intangible assets 7/8 (836.5) (979.2)
Government grant received – 31.1 
Proceeds from the disposal of property, plant and equipment 8.7 5.1 
Proceeds from disposal of associates 1.0 0.4 
loan repayments from/(advances to) external parties 3.6 (4.7)
Interest received 18.4 8.7 
Acquisition	of	non-controlling	interest	in	a	subsidiary – (1.4)
Financial	asset	investment (20.5) –

net cash outflows from investing activities (915.1) (940.0)

cash flows from financing activities
Borrowings raised 307.4 253.9 
Finance	costs	paid (212.7) (170.5)
Dividends	paid	to	non-controlling	interests (6.3) (4.1)
Dividends paid to equity holders of Mpact limited Group (76.5) (75.8)
Purchase of treasury shares (25.0) (73.5)
Repayment	of	other	non-current	liabilities – 3.2 
Payment of deferred settlement charge (4.6) (4.6)

net cash outflows from financing activities (17.7) (71.4)

net decrease in cash and cash equivalents (82.8) (27.9)
Cash and cash equivalents at beginning of year 482.8 510.7 

cash and cash equivalents at end of year 400.0 482.8
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SuMMARISED CONSOLIDATED  
STATEMENT OF CHANGES IN EQuITY
for the year ended 31 december 2016

Total
attributable

Share- Cash Post- to equity
based flow retirement holders Non-

Stated payment hedge benefit Other Treasury Retained of Mpact controlling Total
capital reserve reserve reserve reserves1 shares earnings Limited interests equity

R’m R’m R’m R’m R’m R’m R’m R’m R’m R’m

balance at 31 december 2014 2,344.1 29.4 4.2 7.9 6.7 (39.0) 738.0 3,091.3 114.8 3,206.1 
Total comprehensive income
   for the year – – 5.8 4.8 8.2 –	 602.5 621.3 14.6 635.9 
Dividends paid2 82.1 – – – – (0.8) (157.1) (75.8) –	 (75.8)
Purchase of treasury shares3 – – – – – (73.5) – (73.5) –	 (73.5)
Share plan charges for the year – 19.6 – – – – – 19.6 –	 19.6 
Dividends paid to
			non-controlling	interests – – – – – – – – (4.1) (4.1)
Issue/exercise of shares 
   under employee share scheme – (15.2) – – – 49.7 (25.0) 9.5 –	 9.5 
Increase in shareholding 
   in a subsidiary – – – – – – 17.0 17.0 (18.3) (1.3)
Deferred settlement charge – – – – – – (4.6) (4.6) –	 (4.6)

balance at 31 december 2015 2,426.2 33.8 10.0 12.7 14.9 (63.6) 1,170.8 3,604.8 107.0 3,711.8 
Total comprehensive income 
   for the year – –	 (13.2) 2.6 (6.2) –	 391.1 374.3 6.3 380.6 
Dividends paid2 106.5 –	 –	 – –	 (0.6) (182.4) (76.5) –	 (76.5)
Purchase of treasury shares3 – –	 –	 – –	 (25.0) –	 (25.0) –	 (25.0)
Share plan charges for the year – 23.1 –	 – –	 –	 –	 23.1 –	 23.1 
Dividends paid to  
			non-controlling	interests – –	 –	 – –	 –	 –	 –	 (6.3) (6.3)
Issue/exercise of shares under
   employee share scheme – (19.5) –	 – –	 59.3 (28.6) 11.2 –	 11.2 
Increase in shareholding
   in a subsidiary4 – –	 –	 – –	 –	 –	 –	 6.3 6.3 
Deferred settlement charge – –	 –	 – –	 –	 (4.6) (4.6) –	 (4.6)

balance at 31 december 2016 2,532.7 37.4 (3.2) 15.3 8.7 (29.9) 1,346.3 3,907.3 113.3 4,020.6 

1 Other reserves consist of the put option to equity holder reserve and the foreign currency translation reserve.
2  Dividends declared amounted to R182.4 million (2015: R157.1 million) of which R106.5 million (2015: R82.1 million) related to a capitalisation issue (see note 11).
3  Treasury shares purchased represent the cost of shares in Mpact Limited purchased in the market and held by the Mpact Incentive Share Trust to satisfy share 

awards under the Group’s share incentive scheme. As at 31 December 2016, there are 845,692 (2015: 1,457,388) treasury shares on hand.
4 In the current year a subsidiary Company had a capitalisation issue, whereby the minority shareholder subscribed for additional shares in a Group subsidiary.
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NOTES TO THE SuMMARISED  
CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 31 december 2016

1. accountIng polIcIes
 basis of preparation

  These summarised consolidated financial statements have been prepared in accordance with the framework concepts and measurement 
and	recognition	requirements	of	International	Financial	Reporting	Standards	(IFRS)	as	issued	by	the	International	Accounting	Standards	
Board	(IASB)	(in	particular	IAS	34:	Interim	Financial	Reporting),	the	SAICA	Financial	Reporting	Guides	as	issued	by	the	Accounting	Practices	
Committee	and	Financial	Reporting	Pronouncements	as	issued	by	Financial	Reporting	Standards	Council	and	the	Companies	Act	of	
South Africa. 

  The Group’s financial statements, from which these summarised consolidated financial statements have been derived, have been audited by 
the Company’s auditors, Deloitte, whose unmodified report and consolidated annual financial statements are available for inspection at the 
registered Company office.

  The preparation of these summarised consolidated financial statements was supervised by the chief financial officer,  
BDV Clark CA(SA).

  These summarised consolidated financial statements should be read in conjunction with the Group’s financial statements, from which they 
have been derived. Included in this report is a summary of the financial statements while the full annual financial statements are available on 
the Group’s website. 

 accounting policies 

  The accounting policies and methods of computation used are consistent with those applied in the preparation of the Group annual financial 
statements and prior year. 

 special items

  Special items are those items of financial performance that the Group believes should be separately disclosed to assist in the understanding of 
the underlying financial performance achieved by the Group and its businesses. Such items are material by nature or amount to the financial 
year’s results.
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2. operatIng segments
operating segment revenue

 2016 2015

segment Internal external Segment Internal External
revenue revenue1 revenue revenue revenue1 revenue

r’m r’m r’m R’m R’m R’m

Paper 7,425.0 (78.5) 7,346.5 7,060.1 (45.8) 7,014.3
Plastics 2,752.1 – 2,752.1 2,533.4 –	 2,533.4

segments total 10,177.1 (78.5) 10,098.6 9,593.5 (45.8) 9,547.7

1 Inter-segment transactions are conducted on an arm’s-length basis.

2016 2015
r’m R’m

external revenue by product type
Products
Corrugated and paper board products 7,346.5 7,014.3
Plastic packaging products 2,752.1 2,533.4

total 10,098.6 9,547.7

external revenue by location of customer
Revenue
South Africa (country of domicile) 9,099.8 8,618.6
Rest of Africa 916.0 877.7
Rest of world 82.8 51.4

total 10,098.6 9,547.7

There	are	no	external	customers	which	account	for	more	than	10%	of	the	Group’s	total	external	revenue.

operating segment underlying operating profit/(loss)
Paper 664.1 802.7 
Plastics 168.4 199.0 
Corporate (48.1) (92.7)

segments total before special items 784.4 909.0 
Special items1 (38.1) –
Share of profit from equity accounted investees 16.2 13.0 
Net finance costs (see note 4) (191.0) (132.0)
Fair	value	gain 7.2 –
Profit on sale of equity accounted investee 0.8 0.2 

profit before tax 579.5 790.2 

significant components of operating profit
depreciation, amortisation and impairment
Paper 272.7 233.6 
Plastics 209.8 157.4 
Corporate 21.5 19.0 

segments total 504.0 410.0 

1   Special items include impairment charged on property, plant and equipment of R15.9 million (2015: Rnil), and restructure costs of R22.2 million (2015: Rnil).

NOTES TO THE SuMMARISED  
CONSOLIDATED FINANCIAL STATEMENTS 
for the year ended 31 december 2016
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2016 2015
r’m R’m

2. operatIng segments CONTINuED
operating segment assets
segment assets2

Paper 4,763.5 4,247.4 
Plastics 2,009.2 1,858.7 
Corporate 1,244.2 1,184.8 
Inter-segment	elimination (20.9) (6.4)

segment total 7,996.0 7,284.5 
Unallocated:
Investments in equity accounted investees 102.1 90.5 
Deferred tax assets 4.9 15.3 
Other	non-operating	assets3 149.2 145.4 
Disposal Group assets 12.8 –

trading assets 8,265.0 7,535.7 
Financial	asset	investments 41.5 24.6 
Cash and cash equivalents 405.7 508.9 

total assets 8,712.2 8,069.2 

non-current non-financial assets4

South Africa (country of domicile) 4,525.3 4,004.1
Rest of Africa 89.8 103.6

total 4,615.1 4,107.7

additions to non-current non-financial assets5

Paper 531.2 500.6
Plastics 279.5 400.2
Corporate 25.1 78.4

segments total 835.8 979.2

2  Segment assets are operating assets and as at 31 December 2016 consist of property, plant and equipment of R3,489.0 million (2015: 3,041.2 million), 
goodwill and other intangible assets of R1,126.1 million (2015: R1,066.5 million). inventories of R1,393.2 million (2015: R1,275.0 million) and operating 
receivables of R1,987.7 million (2015: R1,901.8 million).

3   Other non-operating assets consist of derivative assets of R2.9 million (2015: R29.0 million), other non-operating receivables of R115.4 million  
(2015: R111.4 million) and current tax receivable of R30.9 million (2015: R5.0 million).

4   Non-current non-financial assets consist of property, plant and equipment and goodwill and other intangible assets, but excludes retirement benefits surplus, 
deferred tax assets and non-current financial assets.

5   Additions to non-current non-financial assets reflect cash payments and accruals in respect of additions to property, plant and equipment and intangible 
assets. Additions to non-current non-financial assets, however, exclude additions to deferred tax assets, retirement benefits surplus and non-current financial 
assets.
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NOTES TO THE SuMMARISED  
CONSOLIDATED FINANCIAL STATEMENTS 
for the year ended 31 december 2016

2016 2015
r’m R’m

3. operatIng profIt
Operating	profit	for	the	year	has	been	arrived	at	after	charging/(crediting):
Impairment charge of property, plant and equipment (see note 8) 15.9 –	
Depreciation of property, plant and equipment (see note 8) 476.2 400.1 
Amortisation of intangibles (see note 7) 11.9 9.9 
Rentals under operating leases 125.0 131.6 
Net foreign currency losses/(gains) 35.6 (6.8)
Profit on disposal of tangible assets (1.1) (2.4)
Auditors’ remuneration 10.7 9.8 
Audit fees
–	current 10.3 9.3 
–	prior 0.1 0.2 
Non-audit	fees 0.3 0.3 

Staff costs (excluding directors’ emoluments) 1,567.7 1,451.8 
Executive directors’ emoluments (excluding value of deferred bonus shares awarded) 13.5 12.9 

Notional interest income and interest expenses included in revenue and cost of sales, resulting from the 
discounting	of	receivables	and	payables	for	the	year	are	R206.3	million	(2015:	R197.1	million)	and	 
R114.0	million	(2015:	R100.1	million)	respectively.	The	notional	finance	cost	of	R114.0	million	 
(2015:	R100.1	million)	in	addition	to	the	finance	cost	of	R209.4	million	(2015:	R140.7	million)	would	total	
R323.4	million	(2015:	R240.8	million).

4. net fInance costs
Investment income
Bank deposits and loan receivables 15.0 6.7 
Other 3.4 2.0

total investment income 18.4 8.7 

finance costs
Interest on bank overdrafts and loans (214.1) (162.8)
Interest on defined benefit arrangements (5.6) (4.7)
Interest capitalised to qualifying assets1 (see note 8) 10.3 26.8 

total interest expense (209.4) (140.7)

net finance costs (191.0) (132.0)

1 The weighted average capitalisation rate on funds borrowed generally is 8.0% per annum (2015: 7.6%).
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2016 2015
r’m R’m

5. tax charge
analysis of tax charge for the year
South African corporate tax 
–	current	year 120.8 109.3 
–	prior	year (4.5) 4.7 
Other country tax 1.0 0.1 

current tax 117.3 114.1 
Deferred tax in respect of the current year 73.4 59.8 
Deferred tax in respect of prior year (8.0) (1.5)

total tax charge 182.7 172.4 

factors affecting tax charge for the year
The Group effective rate of tax for the year ended 31 December 2016, calculated on profit before tax and 
including	net	income	from	investees	is	31.5%	(2015:	21.8%).

The	Group	has	estimated	tax	losses	of	R188.0	million	(2015:	R152.5	million)	on	which	a	deferred	tax	asset	
of	R52.6	million	(2015:	R42.7	million)	has	been	raised.

The Group total tax charge for the year can be reconciled to the tax on the Group’s profit before tax at the 
South	African	corporation	tax	rate	of	28%	as	follows:

profit before tax 579.5 790.2 
less share of profit of equity accounted investees (16.2) (13.0)

Profit before tax, adjusted for equity accounted profit 563.3 777.2 

Tax	on	profit	before	tax	calculated	at	the	South	African	corporation	tax	rate	of	28% 157.7 217.6 

tax effects of:
Expenses not deductible for tax purposes
Non-qualifying	depreciation 0.7 0.6 
Subscription and donations 0.3 0.3 
Other	non-deductible	expenses 0.2 3.9 
legal and professional costs 1.6 5.6 
Non-deductible	interest 0.6 1.1 

Non-taxable income
Non-taxable	foreign	exchange	differences (0.5) (0.1)
Government grant deductions (14.2) –
Other	non-taxable	income (4.2) (1.0)

Temporary difference adjustments
unrecognised tax losses and other temporary differences 41.0 (50.0)
Effect of difference between South African corporate tax rate and other country tax rate 1.2 0.5 
Prior year adjustment current tax (4.5) (4.7)
Other adjustments 2.8 (1.4)

tax charge for the year 182.7 172.4 

Income from equity accounted investees is presented net of tax on the face of the statement of comprehensive income. The Group’s share of 
its	investees’	tax	is	therefore	not	presented	within	the	Group’s	total	tax	charge.	The	investees’	tax	charge	included	within	“Share	of	investees”	
profit	for	the	year	ended	31	December	2016	is	R5.7	million	(2015:	R5.7	million).
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Cents per share

2016 2015

6. earnIngs per share
earnings per share (eps)
Basic EPS 234.6 366.9
Diluted EPS 234.0 363.3

headline earnings per share for the financial year1

Basic headline EPS 242.0 365.8
Diluted headline EPS 241.4 362.2

underlying earnings per share for the financial year2

Basic underlying EPS 252.7 366.9
Diluted underlying EPS 252.0 363.3

1  Headline earnings has been calculated in accordance with Circular 2/2015, “Headline Earnings”, as issued by the South African Institute of Chartered 
Accountants.

2  Underlying earnings is arrived at after adjusting profit attributable to equity holders of Mpact for special items, net of tax. (See note 2, segment operating profit).

The	calculation	of	basic	and	diluted	EPS	and	basic	and	diluted	headline	EPS	is	based	on	the	following	data:

Earnings  

2016 2015
r’m R’m

profit for the financial year attributable to equity holders of mpact 391.1 602.5 

Impairment of tangible assets (see note 3) 15.9 –	
Profit on sale of equity accounted investees (0.8) (0.2)
Profit on disposal of tangible assets (see note 3) (1.1) (2.4)
Related tax (1.6) 0.8 

headline earnings for the financial year 403.5 600.7 

Weighted number of shares 

2016 2015

Weighted average number of ordinary shares in issue 166,734,753 164,218,439
Effect of dilutive potential ordinary shares1 436,392 1,626,716

Diluted number of ordinary shares in issue 167,171,145 165,845,155

1   Diluted EPS is calculated by adjusting the weighted average number of ordinary shares in issue, on the assumption of conversion of all potentially dilutive 
ordinary shares.

NOTES TO THE SuMMARISED  
CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 31 december 2016
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other  
goodwill intangibles1 total

r’m r’m r’m

7. goodWIll and other IntangIble assets
2016
cost
At 1 January 1,023.0 256.1 1,279.1
Acquisition of business (see note 13) 23.9 47.0 70.9
Additions – 0.6 0.6

at 31 december 2016 1,046.9 303.7 1,350.6

accumulated amortisation and impairment
at 1 January – 212.6 212.6
Charge for the year – 11.9 11.9

at 31 december 2016 – 224.5 224.5

net book value at 31 december 2016 1,046.9 79.2 1,126.1

2015
cost
At 1 January 1,023.3 257.0 1,280.3
Reclassification (0.3) (0.9) (1.2)

at 31 december 2015 1,023.0 256.1 1,279.1

accumulated amortisation and impairment
at 1 January 0.3 203.6 203.9
Charge for the year – 9.9 9.9
Reclassification (0.3) (0.9) (1.2)

at 31 december 2015 – 212.6 212.6

net book value at 31 december 2015 1,023.0 43.5 1,066.5

1   Other intangibles mainly relate to software development costs; customer relationships and contractual arrangements capitalised as a result of business 
combinations.
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assets in the
land and plant and course of
buildings equipment construction other total

r’m r’m r’m r’m r’m

8. property, plant and eQuIpment
2016
cost
At 1 January 390.2 4,735.9 375.3 202.5 5,703.9
Additions 65.5 584.1 154.6 31.7 835.9
Disposals – (104.2) – (15.4) (119.6)
Currency movement (3.1) (7.5) (0.4) (1.5) (12.5)
Transfer from inventory – 0.9 – – 0.9
Reclassification 2.2, 94.4 (96.8) 0.2 –
Interest capitalised to qualifying assets (see note 4) – – 10.3 – 10.3
Acquisition of business (see note 13) 52.8 30.7 – 24.8 108.3
Reorganisation (1.5) – – – (1.5)
Disposal Group assets (see note 14) – (8.5) – (0.1) (8.6)

at 31 december 2016 506.1 5,325.8 443.0 242.2 6,517.1

accumulated depreciation and impairments
At 1 January 90.4 2,439.5 – 132.8 2,662.7
Depreciation 20.5 426.0 – 29.7 476.2
Disposals – (98.3) – (13.7) (112.0)
Currency movement (0.2) (3.2) – (1.2) (4.6)
Disposal Group assets (see note 14) – (8.5) – (0.1) (8.6)
Impairment –, 15.9 – – 15.9
Reorganisation (1.5) – – – (1.5)

at 31 december 2016 109.2 2,771.4 – 147.5 3,028.1

net book value at 31 december 2016 397.0 2,554.3 443.0 94.7 3,489.0

2015
cost
At 1 January 324.7 3,835.0 391.1 171.7 4,722.5
Additions 60.8 882.1 (3.6) 39.9 979.2
Disposals (0.2) (36.0) – (9.2) (45.4)
Currency movement 4.9 12.7 0.4 1.3 19.3
Transfer from inventory – 1.5 – – 1.5
Reclassification – 30.2 (29.0) (1.2) –
Interest capitalised to qualifying assets (see note 4) – 10.4 16.4 – 26.8

at 31 december 2015 390.2 4,735.9 375.3 202.5 5,703.9

accumulated depreciation and impairments
At 1 January 76.2 2,102.2 – 121.2 2,299.6
Depreciation 13.9 363.0 – 23.2 400.1
Disposals – (33.9) – (8.8) (42.7)
Reclassification – 3.7 – (3.7) –
Currency movement 0.3 4.5 – 0.9 5.7

at 31 december 2015 90.4 2,439.5 – 132.8 2,662.7

net book value at 31 december 2015 299.8 2,296.4 375.3 69.7 3,041.2

The Group has pledged certain of its property, plant and equipment, other than assets under finance leases, as security in respect of the  
bank loans.

The	net	book	value	and	depreciation	charges	relating	to	assets	under	finance	leases	amounts	to	R52.3	million	(2015:	R36.7	million)	and	 
R9.8	million	(2015:	R10.7	million)	respectively,	and	have	been	pledged	as	security	for	these	long-term	borrowings.

NOTES TO THE SuMMARISED  
CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 31 december 2016
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2016 2015
r’m R’m

9. long-term borroWIngs
secured
Standard	Bank	and	Rand	Merchant	Bank:
–	Facility	A1 900.0 900.0 
–	Facility	B2 350.0 100.0 
–	Facility	C3 550.0 550.0 
Industrial Development Corporation loan4 230.7 189.4 
KZN	Growth	Fund5 200.0 200.0 
Standard Bank facility7 40.0 –

2,270.7 1,939.4 
Obligations under finance leases 45.3 34.9 
Instalment loan facilities 23.4 28.1 

2,339.4 2,002.4 

unsecured
Minority shareholder loans in subsidiary6 31.9 42.5 
Industrial Development Corporation shareholder loan4 30.0 30.0 

total borrowings 2,401.3 2,074.9 
Less: current portion
Standard Bank and Rand Merchant Bank loans (900.0) (650.0)
Industrial Development Corporation loan (32.7) (36.4)
Obligations under finance leases (16.9) (12.1)
Minority shareholder loans (31.9) (42.5)
Instalment loan facilities (2.8) (2.9)

non-current borrowings 1,417.0 1,331.0 

1 Facility A is repayable in full on its 5th anniversary, 22 December 2019, and bears interest at a three month Jibar plus 1.65%.
2  Facility B is a revolving credit facility and is repayable as agreed when utilised. The facility bears interest at three month Jibar plus 1.65%, and expires on  

22 December 2019.
3  Facility C is a revolving credit facility and is repayable as agreed when utilised. The facility currently bears interest at three month Jibar plus 1.35% and expires 

on 22 December 2017.
4  The Industrial Development Corporation loan is payable over 72 months commencing January 2019, and bears interest at a rate of prime plus 1%.  

An additional R30.0 million was granted as a shareholder loan which is non-interest bearing.
5  The KZN Growth Fund loan is payable in full on 2 March 2023 and bears interest at fixed rate of 9.15%.
6 Non-interest bearing loans with no repayment terms.
7 The facility is payable over 16 equal instalments, commencing after the expiry of the availability period and bears interest at Jibar.

The Group sources its borrowings in South African Rands. The fair values of the Group borrowings approximate the carrying value presented.

The maturity analysis of the Group’s borrowings presented, on an undiscounted future cash flow basis is included as part of a review of the 
Group’s liquidity risk.

Facilities	totalling	R420.0	million	remain	committed	and	undrawn	as	at	31	December	2016	(2015:	R471.0	million).
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2016 2015
r’m R’m

10. deferred tax
deferred tax asset
At 1 January 15.3 18.5 
Charged to statement of comprehensive income (2.7) (6.1)
Reclassification (6.9) 1.4 
Charged to equity (0.8) 1.5 

At 31 December 4.9 15.3 

deferred tax liability
At 1 January (266.8) (214.0)
Acquired through business combinations (see note 13) (31.8) –	
Charged to statement of comprehensive income (62.7) (52.2)
Charged to statement of other comprehensive income 4.1 (4.2)
Charged to equity 7.8 5.0 
Reclassification 6.9 (1.4)

At 31 December (342.5) (266.8)

The	amount	of	deferred	taxation	provided	in	the	accounts	is	presented	as	follows:
deferred tax assets
Tax losses1 40.9 31.3 
Capital allowances (39.6) (37.9)
Other temporary differences 3.6 21.9 

total deferred tax assets 4.9 15.3 

deferred tax liabilities
Tax losses1 11.7 11.4
Capital allowances (393.4) (341.7) 
Fair	value	adjustments (4.6) (4.7) 
Other temporary differences 43.8 68.2

deferred tax liabilities (342.5) (266.8) 

1   Based on the forecast data, the Group believe that there will be sufficient future taxable profits available to utilise these 
tax losses.

The Group has the following assessable losses in respect of which no deferred tax has been recognised 
due	to	the	unpredictability	of	future	profit	streams	or	gains	against	which	these	could	be	utilised:

unutilised tax losses 358.8 76.0

All unrecognised tax losses have no expiry date, where trading is ongoing.

NOTES TO THE SuMMARISED  
CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 31 december 2016
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2016 2015
r’m R’m

11. stated capItal
authorised share capital
217,500,000 shares of no par value – –

Issued share capital
Issue of shares of no par value 2,426.2 2,344.1
Capitalisation issue 106.5 82.1

2,532.7 2,426.2

During the year 2,526,741 new ordinary shares were issued to shareholders who elected to receive 
capitalisation shares in terms of the Scrip Distribution. As at 31 December 2016, 168,485,360 shares were 
in	issue	(2015:	165,958,619).

12. share-based payments
The	Group	has	a	share-based	payment	arrangement	for	executives	and	senior	employees	of	the	Company	
and its subsidiaries. The Group intends to operate three plans on a continuing basis, namely; Bonus Share 
Plan	(“BSP”),	Performance	Share	Plan	(“PSP”)	and	Share	Appreciation	Rights	Plan	(“SARP”).

The	total	fair	value	charge	in	respect	of	all	the	Mpact	share	awards	granted	are	as	follows:
Bonus Share Plan (BSP) 14.4 11.6
Performance Share Plan (PSP) 8.5 7.0
Share Appreciation Rights Plan (SARP) 0.2 1.0

Total	share-based	payment	expense 23.1 19.6
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12. share-based payments CONTINuED
The fair values of the share awards granted under the Mpact share plans are calculated using the Monte Carlo simulation with reference to the 
facts	and	assumptions	presented	below:

2016 2015 2014

bonus share plan (bsp)
Date of grant 1 april 2016 1 April 2015 5 June 2014
Vesting period  (months) 36 36 34
Expected	leavers	per	annum		 (%) – 5 5
Grant date fair value per instrument  (R) 48.53 39.06 23.43

performance share plan (psp)
Date of grant 1 april 2016 1 April 2015 5 June 2014
Vesting period  (months) 36 36 34
Expected	leavers	per	annum		 (%)	 – 5 5
Expected outcome of meeting performance criteria
–	Return	on	capital	employed	(“ROCE”)	component		 100 100 100
–		Total	shareholder	return	(“TSR”)	component	determined	inside	the	valuation	model	 

and incorporated in the fair value per option  
Grant date fair value per instrument 
–	ROCE	component	 (R) 48.53 39.06 23.43
–	TSR	component	 (R) 31.13 24.49 13.75

share appreciation rights plan (sarp)1

Date of grant 1 September 2011
Vesting period Equal third on 31 March 2014/2015/2016
Expected	leavers	per	annum		 (%) 5
Expected	outcome	of	meeting	performance	criteria	–	EBITDA	component	 (%) 100.0
Strike price  (R) 13.41

1  No share appreciation right options were granted during the current year.

A reconciliation of share award movements for the Group is shown below.

1 January 
2016

shares
 conditionally

 awarded in year
shares vested

 in year
shares lapsed

 in year
31 december

2016

2016
BSP 1,401,072 350,843 (465,956) – 1,285,959
PSP 962,558 293,812 (327,486) – 928,884
SARP 770,650 – (571,143) (199,07) –

1 January 
2015

Shares
 conditionally

 awarded in year
Shares vested

 in year
Shares lapsed

 in year
31 December

2015

2015
BSP 1,447,672 446,214 (492,814) – 1,401,072
PSP 1,056,175 279,412 (317,077) (55,952) 962,558
SARP 1,382,808 – (461,565) (150,593) 770,650

NOTES TO THE SuMMARISED  
CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 31 december 2016
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2016
r’m

13. busIness combInatIons
a. On	1	May	2016	the	Group	acquired	a	100%	interest	in	six	property	companies	at	fair	value	for	a	total	cash	purchase	

consideration	of	R38.6	million.	Details	of	the	aggregated	fair	value	of	the	net	assets	acquired	are	as	follows:

Property, plant and equipment3 52.8
Trade receivables 0.3
Financial	assets 3.2
Cash 1.4
Trade and other payables (0.3)
Shareholder loan (31.1)
Deferred tax liability (9.9)
Taxation liability (0.3)
Financial	liabilities (8.6)

Net assets acquired 7.5
Shareholder’s loan acquired 31.1

Purchase consideration 38.6
Cash acquired (1.4)

Net cash outflow 37.2

b. On	1	May	2016	the	Group	acquired	a	100%	interest	in	Remade	Holdings	(Pty)	ltd	for	a	purchase	consideration	of	 
R89.1	million.	Details	of	the	fair	value	of	the	net	assets	acquired	are	as	follows:2

Intangible assets 47.0
Property, plant and equipment 55.5
Investments 1.2
Inventories 4.7
Trade receivables 27.9
Cash 3.8
Trade and other payables (20.5)
Finance	lease	obligations (26.8)
Deferred tax liability (21.9)
Provisions (2.9)
Taxation liability (2.3)

Financial	liabilities (0.5)

Net assets acquired 65.2
Goodwill on acquisition 23.9

Purchase consideration 89.1
Contingent consideration1 (32.7)
Cash acquired (3.8)

Net cash outflow 52.6

1  The contingent consideration is based on a multiple of targeted future earnings, of which a 100% outcome has been projected.
2   Revenue and profits arising from the above acquisitions are not material to the Group. The acquisition of Remade Holdings (Pty) Ltd complements a 

number of initiatives by Mpact Recycling to expand its own collections of paper and plastics and to increase recycling rates of these materials in South 
Africa. These initiatives increase the material available for the Felixton Mill, Mpact Polymers and  the recently commissioned liquid packaging recycling 
plant at the Springs Paper Mill.

3  The properties acquired via the Property Companies are to be held for use for normal trading of the Group.
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2016 2015
r’m R’m

14. dIsposal group
The Group is in the process of disposing certain of its assets and liabilities. A formal plan has been put 
in place to dispose of these assets and liabilities within the next 12 months. Details of these assets and 
liabilities	held	for	sale	are	as	follows:

Property,	plant	and	equipment	–	cost 8.6 –
Property,	plant	and	equipment	–	accumulated	depreciation (8.6) –
Trade	and	other	receivables	–	gross 19.7 –
Provision for bad debts (6.9) –

Disposal Group assets 12.8 –

Trade and other payables 10.7 –

Disposal Group liabilities 10.7 –

15. capItal commItments
Contracted for 361.9 443.0 
Approved, not yet contracted for 572.5 885.6  

934.4 1,328.6 

The capital commitments will be financed from existing cash resources and unutilised borrowing facilities.

16. contIngent lIabIlItIes and contIngent assets
a. Contingent	liabilities	for	the	Group	comprise	aggregate	amounts	at	31	December	2016	of	R7.1	million	(2015:	R17.4	million)	in	respect	 

of loans and guarantees given to banks and other third parties.

b. A Group mill is the subject of a land claim, which should not have a material impact on the financial position of the Group.

c. In 2013 a settlement was reached in respect of a dispute relating to the valuation of put options in a Group subsidiary. The settlement 
agreement provides for a deferred payment contingent upon the achievement of certain EBITDA and ROCE levels for the years 2017 
to	2018,	subject	to	a	maximum	amount	of	R1.9	million	(2015:	R6.5	million).

d. There were no significant contingent assets for the Group at 31 December 2016 and 31 December 2015.

e. As advised to the shareholders on 26 May 2016, the Group is subject to a Competition Commission investigation. The directors are 
unable at this stage to determine what the outcome of the investigation will be.

NOTES TO THE SuMMARISED  
CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 31 december 2016
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17. faIr Value estImatIon
The	fair	value	of	financial	instruments	that	are	not	traded	in	an	active	market	(for	example,	over-the-counter	derivatives)	are	determined	using	
standard valuation techniques. These valuation techniques maximise the use of observable market data were available and rely as little as 
possible on Group specific estimates.

The significant inputs required to fair value all of the Group’s financial instruments are observable.

Specific	valuation	methodologies	used	to	value	financial	instruments	include:

•	 	the	fair	values	of	interest	rate	swaps	and	foreign	exchange	contracts	are	calculated	as	the	present	value	of	expected	future	cash	flows	
based on observable yield curves and exchange rates; and

•	 	other	techniques,	including	discounted	cash	flow	analysis,	are	used	to	determine	the	fair	values	of	other	financial	instruments.

financial instruments by category

at fair value
loans and through available

fair value receivables profit or loss for sale total
hierarchy r’m r’m r’m r’m

2016
financial assets
Trade and other receivables level 2 2,103.1 – – 2,103.1
loans receivable level 3 21.0 – – 21.0
Available for sale investment level 3 – – 20.5 20.5
Derivative financial instruments level 2 – 2.9 – 2.9

total 2,124.1 2.9 20.5 2,147.5

2015
financial assets
Trade and other receivables level 2 2,013.2 – – 2,013.2
Financial	asset	investments level 3 24.6 – – 24.6
Derivative financial instruments level 2 – 29.0 – 29.0

total 2,037.8 29.0 – 2,066.8

at fair value at
through profit amortised

fair value or loss cost total
hierarchy r’m r’m r’m 

2016
financial liabilities

Borrowings level 3 – (2,407.0) (2,407.0)
Trade and other payables level 2 – (1,798.3) (1,798.3)
Derivative financial instrument level 2 (13.0) – (13.0)

total (13.0) (4,205.3) (4,218.3)

2015
financial liabilities
Borrowings level 3 – (2,101.0) (2,101.0)
Trade and other payables level 2 – (1,855.6) (1,855.6)
Derivative financial instrument level 2 (7.0) – (7.0)

total (7.0) (3,956.6) (3,963.6)
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18. related party transactIons
The	Group	has	a	related	party	relationship	with	non-controlling	shareholders	of	subsidiaries,	its	associates,	joint	ventures	and	directors.

The Group, in the ordinary course of business, enter into various sales, purchase and services transactions with joint ventures and associates and others 
in which the Group has a material interest. These transactions are under terms that are no less favourable than those arranged with third parties.  

Details	of	transactions	and	balances	between	the	Group	and	related	parties	are	disclosed	below:

2016 2015
r’m R’m

Sales to related parties 785.0 679.4
Purchases from related parties 2.5 0.7
Minority shareholder loans 292.6 261.9
loans to related parties 1.4 1.5
Receivables due from related parties 244.1 204.1
Payables due to related parties 19.1 20.6
Interest expenses 20.6 –
Management	salaries	paid	to	non-controlling	shareholders	of	a	subsidiary 2.3 2.6

Details of the executive directors and prescribed officers’ remuneration is included in the Remuneration report on pages 48 to 53.

19. Interest In subsIdIarIes
The Group has several subsidiary companies that are consolidated into the Group results. There are limited risks associated with these 
interests, as the subsidiaries operate within the same strategic objectives as the Group. There are no significant judgements applied in 
determining whether the Group controls the companies it has invested in. The Group does not own any interests in special purpose or 
structured	entities	and	fully	consolidates	all	investments	where	the	equity	interest	is	greater	than	50%.

NOTES TO THE SuMMARISED  
CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 31 december 2016
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The	non-controlling	interests	of	these	subsidiaries	are	individually	insignificant	to	the	Group	and	do	not	pose	any	material	restrictions	on	the	
Group’s	assets,	liabilities,	or	cash	flows.	The	aggregate	net	asset	value	of	non-wholly	owned	subsidiaries	is	R411.7	million	 
(2015:	R327.0	million)	of	which	R113.3	million	(2015:	R106.9	million)	relates	to	the	carrying	amount	of	the	non-controlling	interest.	 
The	aggregate	total	comprehensive	income	for	non-wholly	owned	subsidiaries	is	R12.4	million	(2015:	R25.3	million),	of	which	R6.3	million	
(2015:	R14.6	million)	is	attributable	to	non-controlling	shareholders.

Share capital Share holding

2016 2015 2016 2015
% %

subsidiary-direct holding
Mpact Namibia (Pty) limited n$100 N$100 74 74
Embalagens Mpact limitada m1.213.000 M1.213.000 90 90
Mpact Operations (Pty) limited r10 000 R10 000 90 90
Shoebill (Pty) limited bWp100 BWP100 100 100
Pyramid Holdings (Pty) limited bWp3.100.200 BWP3.100.200 51 51
Sunko Mauritius r5 100 R5 100 100 100

subsidiaries-indirect holding
lenco	Corporate	Finance	(Pty)	limited r100 R100
Versapak Holdings (Pvt) limited r100 R100
Versapak	Zimbabwe	(Pvt)	limited us$50 uS$50
Xactics Packaging (Pty) limited r100 R100
lion Packaging Trading 57 (Pty) limited r72 R72
Magic Attitude (Pty) limited r72 R72
Mpact Versapak (Pty) limited r72 R72
Mpact Plastics Containers (Pty) limited r100 R100
Mpact Recycling (Pty) limited r100 R100
Mpact Polymers (Pty) limited r100 R100
Rebel Packaging (Pty) limited r4 000 R4 000
Detpak South Africa (Pty) limited r7 143 R7 143
Remade Holdings (Pty) limited r1 000 –

The Mpact Group does not have any significant restrictions on its ability to access/use assets, or settle liabilities in any of its subsidiaries.

20. eVents occurrIng after the reportIng date
  There were no significant or material subsequent events which would require adjustment to or disclosure of in the summarised 

financial statements.
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Financial	year-end 31 December

Annual General Meeting 1 June 2017

Reports

–	Interim	results	for	the	six	months	to	30	June	2016 Published 12 August 2016

–	Audited	results	for	the	year	ended	31	December	2016 Published 2 March 2017

Dividends

–	Interim	dividend 30 cents

–	Final	dividend 65 cents

Details	of	final	dividend	declared:

–	last	day	to	trade	to	receive	a	dividend Tuesday, 28 March 2017

–	Shares	commence	trading	ex-dividend Wednesday,	29	March	2017

–	Record	date Friday,	31	March	2017

–	Payment	date Monday, 3 April 2017

Share	certificates	may	not	be	dematerialised	or	rematerialised	between	Wednesday,	29	March	2017	and	Friday,	31	March	2017,	both	days	inclusive

SHAREHOLDERS’ DIARY

SHAREHOLDERS’ ANALYSIS

analysis of ordinary shareholders as at 31 december 2016

shareholder spread
number of

 shareholdings
% of total 

shareholdings
number 

of shares
% of issued 

capital

1	–	1,000 3 277 64.84% 771,712 0.46%

1,001	–	10,000 1 184 23.43% 3,524,939 2.09%

10,001	–	100,000 349 6.91% 11,902,260 7.06%

100,001	–	1,000,000 210 4.16% 56,768,915 33.69%

Over 1,000,000 34 0.67% 95,517,534 56.69%

total 5 054 100.00% 168,485,360 100.00%

distribution of shareholders
number of 

shareholdings
% of total 

shareholdings
number 

of shares
% of issued 

capital

Assurance Companies 42 0.83% 3,804,019 2.26%

Close Corporations 39 0.77% 562,597 0.33%

Collective Investment Schemes 169 3.34% 52,586,688 31.21%

Control Accounts 4 0.08% 420 0.00%

Custodians 129 2.55% 35,741,147 21.21%

Foundations	&	Charitable	Funds 40 0.79% 625,130 0.37%

Hedge	Funds 40 0.79% 7,241,702 4.30%

Insurance Companies 7 0.14% 148,665 0.09%

Investment Partnerships 22 0.44% 200,377 0.12%

Managed	Funds 22 0.44% 1,428,092 0.85%

Medical	Aid	Funds 15 0.30% 1,373,228 0.82%

Organs of State 7 0.14% 28,974,271 17.20%

Private Companies 160 3.17% 1,147,665 0.68%

Public Companies 15 0.30% 445,884 0.26%
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distribution of shareholders
number of 

shareholdings
% of total 

shareholdings
number 

of shares
% of issued 

capital

Public Entities 5 0.10% 385,477 0.23%

Retail Shareholders 3 608 71.39% 4,976,612 2.95%

Retirement	Benefit	Funds 230 4.55% 24,698,274 14.66%

Scrip lending 6 0.12% 685,389 0.41%

Share Schemes 1 0.02% 845,692 0.50%

Stockbrokers & Nominees 30 0.59% 1,067,723 0.63%

Trusts 449 8.88% 1,538,617 0.91%

unclaimed Scrip 14 0.28% 7,691 0.00%

total 5 054 100.00% 168,485,360 100.00%

shareholder type
number of 

shareholdings
% of total 

shareholdings
number 

of shares
% of issued 

capital

Non-public	shareholders 12 0.24% 29,418,303 17.46%

Government	Employees	Pension	Fund 5 0.10% 27,552,228 16.35%

Share schemes 1 0.02% 845,692 0.50%

Directors 6 0.12% 1,020,383 0.61%

Public shareholders 5 042 99.76% 139,067,057 82.54%

total 5 054 100.00% 168,485,360 100.00%

fund managers with a holding greater than 5% of the issued shares
number 

of shares
% of issued 

capital

Visio Capital Management 22,058,268 13.09%

Prudential Investment Managers 19,674,921 11.68%

Public Investment Corporation 19,412,239 11.52%

Allan Gray 15,671,309 9.30%

Mazi Capital 12,347,066 7.33%

total 89,163,803 52.92%

beneficial shareholders with a holding greater than 5% of the issued shares
number 

of shares
% of issued 

capital

Government	Employees	Pension	Fund 27,552,228 16.35%

Allan Gray 12,077,668 7.17%

CitiGroup (Custodian) 10,791,598 6.41%

Old Mutual Group 10,592,721 6.29%

total 61,014,215 36.21%

total number of shareholdings 5,054 

total number of shares in issue 168,485,360 
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NOTICE OF ANNuAL GENERAL MEETING

mpact limited

(Incorporated in the Republic of South Africa)
Registration number 2004/025229/06
Share	code:	MPT
ISIN:	ZAE000156501
(“Mpact”	or	“the	Company”)

NOTICE	IS	HEREBy	GIVEN	to	the	shareholders	of	Mpact	as	at	Friday,	17	March	2017,	being	the	record	date	to	receive	notice	of	the	Annual	General	
Meeting in terms of section 59(1)(a) of the Companies Act, that the Annual General Meeting of the Company, in respect of the year ended  
31	December	2016,	will	be	held	at	The	Venue,	17	The	High	Street,	Melrose	Arch,	Johannesburg,	on	Thursday,	1	June	2017	at	13:00.

electronIc partIcIpatIon
Shareholders	or	their	proxies	may	participate	in	the	meeting	by	way	of	a	teleconference	call,	but	may	not	vote	electronically	and,	if	they	wish	to	do	so:

•	 	must	contact	the	Company	Secretary	by	e-mail	at	the	e-mail	address:	NSepuru@mpact.co.za,	by	no	later	than	13:00	on	Friday,	27	May	2016	 
in	order	to	obtain	a	pin	number	and	dial-in	details	for	that	conference	call;

•	 will	be	required	to	provide	reasonably	satisfactory	identification,	which	will	include	a	valid	identity	document,	driver’s	licence	or	passport;

•	 will	be	billed	separately	by	their	own	telephone	service	providers	for	their	telephone	call	to	participate	in	the	meeting;	and

•	 	shareholders	participating	by	teleconference	are	required	to	submit	their	Form	of	Proxy,	as	set	out	on	page	111	of	this	Notice	of	Annual	General	
Meeting.

This	Notice	of	Annual	General	Meeting	includes	the	attached	Form	of	Proxy.

record date
The record date for the purpose of determining which shareholders of the Company are entitled to receive the Notice of the Annual General Meeting 
was	Friday,	17	March	2017.	

The record date for the purpose of determining which shareholders of the Company are entitled to participate in and vote at the Annual General 
Meeting	is	Friday,	26	May	2017,	in	accordance	with	section	62(3)(a),	read	with	section	59(1)(b),	of	the	Companies	Act.

Accordingly, the last day to trade for shareholders to be entitled to attend, speak and vote at the Annual General Meeting is Tuesday, 23 May 2017.

attendance and VotIng
If you are a registered shareholder (i.e. a shareholder who has not dematerialised his/her shares or has dematerialised his/her shares with  
“own	name”	registration)	as	at	the	record	date	to	attend,	speak	and	vote	at	the	Annual	General	Meeting	of	the	Company	(i.e.	Friday,	26	May	2017),	
you may attend the meeting in person. Alternatively, you may appoint a proxy (who need not be a shareholder of the Company) to represent you at 
the	meeting.	Any	appointment	of	a	proxy	may	be	effected	by	using	the	attached	Form	of	Proxy	and,	in	order	for	the	proxy	to	be	effective	and	valid,	
must	be	completed	and	delivered	in	accordance	with	the	instructions	contained	in	the	attached	Form	of	Proxy.

If you are a beneficial shareholder and not a registered shareholder	(i.e.	a	shareholder	who	has	dematerialised	his	shares	without	“own	name”	
registration)	as	at	the	record	date	to	attend,	speak	and	vote	at	the	Annual	General	Meeting	of	the	Company	(i.e.	Friday,	26	May	2017):

•	 	and	wish	to	attend	the	meeting,	you	must	obtain	the	necessary	letter	of	representation	to	represent	the	registered	holder	in	respect	of	your	
shares from your CSDP or broker;

•	 	and	do	not	wish	to	attend	the	meeting	but	would	like	your	vote	to	be	recorded	at	the	Annual	General	Meeting,	you	should	contact	the	registered	
holder in respect of your shares through your CSDP or broker and furnish them with your voting instructions; and

•	 you	must	not	complete	the	attached	Form	of	Proxy.

All attendees and participants at the Annual General Meeting will be required to provide identification reasonably satisfactory to the Chairman 
of the Annual General Meeting, which shall include a valid identity document, driver’s licence or passport, in accordance with  
section 63(1) of the Companies Act.

Shares held by a share trust or other share incentive scheme of the Company and Treasury shares will not have their votes taken into account at 
the Annual General Meeting for the purposes of the resolutions proposed in terms of the JSE listings Requirements.All voting at the Annual General 
Meeting will be conducted on a poll.

purpose of the meetIng
The	purpose	of	this	meeting	is	to:

•	 present	the	Directors’	Report	and	the	Audited	Annual	Financial	Statements	of	the	Group	for	the	year	ended	31	December	2016;

•	 elect	the	directors	of	the	Company	and	the	members	of	the	Audit	and	Risk	Committee	of	the	Company;

•	 appoint	the	auditors	of	the	Company;
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•	 present	the	Audit	and	Risk	Committee	Report;

•	 present	the	Social	and	Ethics	Committee	Report;

•	 consider	any	matters	raised	by	shareholders;

•	 	consider	and	if	deemed	fit,	to	pass,	with	or	without	modification,	the	ordinary	and	special	resolutions	set	out	below	in	the	manner	required	by	the	
Companies Act, the JSE listings Requirements and the MOI of the Company; and

•	 	deal	with	such	other	business	as	may	lawfully	be	dealt	with	at	the	Annual	General	Meeting,	which	Annual	General	Meeting	is	to	be	participated	in	
and	voted	at	by	shareholders	registered	as	such	on	Friday,	26	May	2017,	being	the	record	date	to	participate	in	and	vote	at	the	Annual	General	
Meeting in terms of section 62(3)(a) read with section 59(1)(b) of the Companies Act.

In	order	for	the	special	resolutions	to	be	adopted,	the	support	of	at	least	75%	(seventy-five	percent),	of	the	total	number	of	votes,	which	the	
shareholders present or represented by proxy at this meeting are entitled to cast, is required. 

annual fInancIal statements
The	detailed	Annual	Financial	Statements	(as	approved	by	the	Board	of	the	Company),	including	the	Directors’	Report,	the	Audit	and	Risk	
Committee Report and the Independent Auditor’s Report for the year ended 31 December 2016, are published on the Group’s website. A summary 
of	the	Annual	Financial	Statements	is	set	out	at	pages	79	to	99	of	the	Integrated	Report	of	which	this	notice	forms	part.

ordInary resolutIons
ordinary resolution number 1: acceptance of the annual financial statements

“RESOlVED	THAT	the	Consolidated	Annual	Financial	Statements	for	the	Company	(and	its	subsidiaries)	for	the	year	ended	31	December	2016,	
including	the	Directors’	Report	and	the	Independent	Auditor’s	Report	therein,	be	and	are	hereby	received	and	accepted.”

Percentage	of	voting	rights	required	to	pass	this	resolution:	50%	plus	one	vote.

ordinary resolution number 2: election of director – m makanjee

“RESOlVED	THAT	M	Makanjee,	in	accordance	with	the	MOI	of	the	Company,	and	being	eligible,	offers	herself	for	election,	be	and	is	hereby	elected	
as	a	director	of	the	Company.”

(A brief curriculum vitae in respect of M Makanjee is set out on page 38 of the Integrated Report of which this notice forms part.)

Percentage	of	voting	rights	required	to	pass	this	resolution:	50%	plus	one	vote.

ordinary resolution number 3: re-election of director – am thompson

“RESOlVED	THAT	AM	Thompson,	who	retires	by	rotation	in	accordance	with	the	MOI	of	the	Company,	and	being	eligible,	offers	himself	for	 
re-election,	be	and	is	hereby	re-elected	as	a	director	of	the	Company.”

(A brief curriculum vitae in respect of AM Thompson is set out on page 39 of the Integrated Report of which this notice forms part.)

Percentage	of	voting	rights	required	to	pass	this	resolution:	50%	plus	one	vote.

The	Remuneration	and	Nomination	Committees	have	reviewed	the	composition	of	the	Board	and	has	recommended	the	re-election	of	the	directors	
listed	in	ordinary	resolutions	numbers	2	and	3.	It	is	the	view	of	the	directors	that	the	re-election	of	the	candidates	referred	to	above	would	enable	the	
Company	to:

•	 	responsibly	maintain	a	mixture	of	business	skills	and	experience	relevant	to	the	Company	and	balance	the	requirements	of	transformation,	
continuity and succession planning; and

•	 	comply	with	corporate	governance	requirements	in	respect	of	matters	such	as	the	balance	of	executive,	non-executive	and	independent	
directors on the Board.

ordinary resolution number 4: appointment of auditors

“RESOlVED	THAT	Deloitte	&	Touche	be	and	are	hereby	re-appointed	as	the	independent	auditors	of	the	Group	and,	that	Mark	Holme	is	hereby	
appointed as the individual registered auditor who will undertake the audit of the Group for the ensuing year, and that the Board be and is hereby 
authorised	to	fix	the	terms	of	engagement	and	remuneration	of	the	independent	auditors.”

Percentage	of	voting	rights	required	to	pass	this	resolution:	50%	plus	one	vote.

ordinary resolution number 5: election of tda ross as a member of the audit and risk committee

“RESOlVED	THAT	TDA	Ross,	who	fulfils	the	requirements	of	section	94(4)	of	the	Companies	Act,	be	and	is	hereby	elected	as	a	member	of	the	Audit	
and	Risk	Committee	of	the	Company,	to	hold	office	until	the	conclusion	of	the	Annual	General	Meeting	of	the	Company	to	be	held	in	2018.”

(A brief curriculum vitae for TDA Ross is set out on page 39 of the Integrated Report of which this notice forms part.)

Percentage	of	voting	rights	required	to	pass	this	resolution:	50%	plus	one	vote.
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ordinary resolution number 6: election of np dongwana as a member of the audit and risk committee

“RESOlVED	THAT	NP	Dongwana,	who	fulfils	the	requirements	of	section	94(4)	of	the	Companies	Act,	be	and	is	hereby	elected	as	a	member	of	the	
Audit	and	Risk	Committee	of	the	Company,	to	hold	office	until	the	conclusion	of	the	Annual	General	Meeting	of	the	Company	to	be	held	in	2018.”

(A brief curriculum vitae for NP Dongwana is set out on page 38 of the Integrated Report of which this notice forms part.)

Percentage	of	voting	rights	required	to	pass	this	resolution:	50%	plus	one	vote.

ordinary resolution number 7: election of am thompson as a member of the audit and risk committee

“RESOlVED	THAT	AM	Thompson,	who	fulfils	the	requirements	of	section	94(4)	of	the	Companies	Act,	be	and	is	hereby	elected	as	a	member	of	the	
Audit and Risk Committee of the Company, to hold office until the conclusion of the Annual General Meeting of the Company to be held in 2018, 
subject	to	his	re-election	as	a	director	pursuant	to	ordinary	resolution	number	3.”

(A brief curriculum vitae for AM Thompson is set out on page 39 of the Integrated Report of which this notice forms part.)

Percentage	of	voting	rights	required	to	pass	this	resolution:	50%	plus	one	vote.

ordinary resolution number 8: endorsement of mpact’s remuneration policy

“RESOlVED	THAT,	the	Company’s	remuneration	policy,	as	set	out	in	the	Remuneration	Report,	be	and	is	hereby	endorsed	by	way	of	 
a	non-binding	advisory	note.”

In	terms	of	Chapter	2	of	King	III	dealing	with	boards	and	directors,	it	is	recommended	that	companies	table	their	remuneration	policy	every	year	
to	shareholders	for	a	non-binding	advisory	vote	at	the	Annual	General	Meeting.	This	vote	enables	shareholders	to	express	their	views	on	the	
remuneration policies adopted and on their implementation.

The Company’s Remuneration Report is contained on pages 45 to 53 of the Integrated Report of which this notice forms part.

Ordinary resolution number 8 is of an advisory nature only and failure to pass this resolution will therefore not have any legal consequences 
relating to existing arrangements. However, the Board will take the outcome of the vote into consideration when considering the Company’s 
remuneration policy.

Percentage	of	voting	rights	required	to	pass	this	resolution:	50%	plus	one	vote.

specIal resolutIons
special resolution number 1: general authority to acquire/repurchase shares

“RESOlVED	THAT	tthe	Company	hereby	approves,	as	contemplated	in	paragraph	5.72	of	the	JSE	listings	Requirements,	the	general	authority	of	
the Company or any of its subsidiaries from time to time, to repurchase the Company’s own securities, upon such terms and conditions and in such 
amounts as the directors may from time to time decide, but subject to the Company’s MOI, the provisions of the Companies Act and the  
JSE	listings	Requirements	(each	as	presently	constituted	and	as	amended	from	time	to	time),	provided	that:

•	 	any	repurchase	of	securities	must	be	effected	through	the	order	book	operated	by	the	JSE	trading	system	and	done	without	any	prior	
understanding or arrangement between the Company and the counterparty (reported trades are prohibited);

•	 authorisation	for	the	repurchase	is	given	by	the	Company’s	MOI;

•	 at	any	point	in	time,	the	Company	may	only	appoint	one	agent	to	effect	any	repurchase(s)	on	the	Company’s	behalf;

•	 	this	general	authority	will	be	valid	until	the	Company’s	next	Annual	General	Meeting,	or	15	(fifteen)	months	from	the	date	of	passing	of	this	special	
resolution, whichever is earlier;

•	 	an	announcement	will	be	published	as	soon	as	the	Company,	or	any	of	its	subsidiaries,	has	acquired	securities	of	a	relevant	class	constituting,	
on	a	cumulative	basis,	3%	of	the	number	of	securities	of	that	relevant	class	in	issue	prior	to	the	acquisition	pursuant	to	which	the	aforesaid	3%	
threshold	is	reached,	and	for	each	3%	in	aggregate	acquired	thereafter,	containing	full	details	of	such	repurchases,	such	announcement	to	be	
published	as	soon	as	possible	and	not	later	than	08:30	on	the	business	day	following	the	day	on	which	the	relevant	threshold	is	reached	or	
exceeded, and the announcement shall comply with the requirements of the JSE listings Requirements in this regard;

•	 	repurchases	by	the	Company	of	its	own	securities	may	not,	in	aggregate	in	any	one	financial	year,	exceed	20%	of	the	Company’s	issued	share	
capital	as	at	the	date	of	the	passing	of	this	resolution	(although	it	should	be	noted	that	the	directors	will	limit	any	purchase	to	a	maximum	of	5%	
of the issued share capital);

•	 	the	number	of	shares	purchased	and	held	by	a	subsidiary	or	subsidiaries	of	the	Company	shall	not	exceed	10%	in	aggregate	of	the	number	of	
issued shares in the Company at the relevant times;

•	 	in	determining	the	price	at	which	securities	issued	by	the	Company	are	acquired	by	it	or	any	of	its	subsidiaries	in	terms	of	this	general	authority,	
the	maximum	premium	at	which	such	securities	may	be	acquired	will	be	10%	of	the	weighted	average	of	the	market	value	at	which	such	
securities are traded on the JSE as determined over the 5 (five) business days immediately preceding the date of repurchase of such securities 
by the Company or any of its subsidiaries. The JSE limited should be consulted for a ruling if such securities have not been traded during the 
course of such 5 (five) business day period;

NOTICE OF ANNuAL GENERAL MEETING CONTINuED
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•	 	the	Company	or	any	of	its	subsidiaries	may	not	repurchase	any	securities	during	a	“prohibited	period”	(as	such	term	is	defined	in	the	JSE	
listings Requirements), unless they have in place a repurchase programme where the dates and quantities of securities to be traded during the 
relevant period are fixed (not subject to any variation) and has been submitted to the JSE in writing. The Company must instruct an independent 
third party, which makes its investment decisions in relation to the Company’s securities independently of, and uninfluenced by, the issuer, prior 
to the commencement of the prohibited period to execute the repurchase programme submitted to the JSE;

•	 any	such	repurchase	is	subject	to	Exchange	Control	Regulations	and	approval	at	that	time;	and

•	 	a	resolution	has	been	passed	by	the	Board	of	Directors	authorising	the	repurchase	and	confirming	that	the	Company	and	its	subsidiaries	passed	
the solvency and liquidity test and that from the time that the test was done there have been no material changes to the financial position of the 
Group.”

Percentage	of	voting	rights	required	to	pass	this	special	resolution:	75%	(seventy-five	percent)	of	the	total	number	of	votes,	which	the	shareholders	
present or represented by proxy at this meeting are entitled to cast, is required.

Reason for and effect

The reason for the passing of the above special resolution is to grant the Company a general authority in terms of the Companies Act for the 
acquisition by the Company or any of its subsidiaries of securities issued by the Company, which authority shall be valid until the earlier of the next 
Annual General Meeting, or the variation or revocation of such general authority by special resolution by any subsequent general meeting of the 
Company; provided that the general authority shall not extend beyond 15 (fifteen) months from the date of this Annual General Meeting. The passing 
of this special resolution will have the effect of authorising the Company or any of its subsidiaries to acquire securities issued by the Company.

Other disclosure in terms of the JSE Listings Requirements Section 11.26

The JSE listings Requirements require the following disclosure, some of which are elsewhere in the integrated/annual report of which this notice 
forms	part	as	set	out	below:
•	 Major	shareholders	of	the	Company	–	page	103;	and
•	 Share	capital	of	the	Company	–	note	11	on	page	93.

Directors’ responsibility statement

The directors, whose names are given on pages 38 and 39 of the Integrated Report of which this notice forms part, collectively and individually 
accept full responsibility for the accuracy of the information pertaining to the above special resolution number 1 and certify that to the best of 
their knowledge and belief there are no facts that have been omitted which would make any statement false or misleading and that all reasonable 
enquiries to ascertain such facts have been made and that the above special resolution contains all relevant information required by the 
JSE listings Requirements.

Material change [11.26 (b) (ii)] or no material changes to report

Other than the facts and developments reported on in the integrated/annual report, there have been no material changes in the financial position of 
the company and its subsidiaries since the date of signature of the audit report and the date of this notice.

Statement by the directors

The directors of the Company have no present intention of making any repurchases but believe that the Company should retain the flexibility to take 
action if future repurchases were considered desirable and in the best interests of shareholders. The directors of the Company undertake that they 
will	not	commence	a	general	repurchase	of	shares,	as	contemplated	in	special	resolution	number	1	above,	unless	the	following	can	be	met:

•	 	the	Company	and	its	subsidiaries	will	be	able,	in	the	ordinary	course	of	business,	to	pay	its	debts	for	a	period	of	12	months	following	the	date	of	
the general repurchase;

•	 	the	Company	and	the	Group’s	assets	will	be	in	excess	of	the	liabilities	of	the	Company	and	the	Group	for	a	period	of	12	months	following	the	
date	of	the	general	repurchase.	For	this	purpose,	the	assets	and	liabilities	will	be	recognised	and	measured	in	accordance	with	the	accounting	
policies	used	in	the	latest	audited	Consolidated	Annual	Financial	Statements	which	comply	with	the	Companies	Act;

•	 	the	Company	and	its	subsidiaries	will	have	adequate	capital	and	reserves	for	ordinary	business	purposes	for	a	period	of	12	months	following	the	
date of the general repurchase;

•	 	the	working	capital	of	the	Company	and	its	subsidiaries	will	be	adequate	for	ordinary	business	purposes	for	a	period	of	12	months	following	the	
date of the general repurchase;

•	 	the	Board	passing	a	resolution	authorising	the	general	repurchase,	confirming	that	the	Company	and	its	subsidiaries	have	passed	the	solvency	
and liquidity test and further confirming that since the test was performed, there have been no material changes to the financial position of the 
Company and the Group; and

•	 	in	the	event	that	the	repurchase	was	made	during	a	prohibited	period	through	a	repurchase	programme	pursuant	to	paragraph	5.69(h)	and/or	
14.9(e) of schedule 14 of the JSE listing Requirements, a statement confirming that the repurchase was put in place pursuant to a repurchase 
programme prior to prohibited period in accordance with the listings Requirements.

The	directors	of	the	Company	hereby	state	that:

a)  the intention of the directors of the Company is to utilise the authority if, at some future date, the cash resources of the Company are in excess 
of its requirements. In this regard the directors will take account of, inter alia, an appropriate capitalisation structure for the Company and the  
long-term	cash	needs	of	the	Company	and	will	ensure	that	any	such	utilisation	is	in	the	interests	of	the	shareholders;	and

b)  the method by which the Company intends to repurchase its securities and the date on which such repurchase will take place, have not yet 
been determined.
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special resolution number 2: approval of non-executive directors’ fees

“RESOlVED	THAT	the	non-executive	directors’	fees	payable	for	the	period,	set	out	below,	be	and	are	hereby	approved:

base fee 
1 July 2016 to
 30 June 2017

Attendance fee
1 July 2016 to 
30 June 2017

Full fee
1 July 2016 to 
30 June 2017

board 
Chairman* – – 943,811
Each	non-executive	director 144,207 114,607 258,814
audit and risk committee
Chairman – 229,210 229,210
Each	non-executive	director – 114,466 114,466
remuneration committee
Chairman – 172,582 172,582
remuneration and nomination committee
Each	non-executive	director – 86,292 86,292
social and ethics committee
Chairman – 172,582 172,582
Each	non-executive	director – 86,292 86,292

The above fees calculated up to four meetings per annum.
* The Chairman’s fees is an all-inclusive fee.

Percentage	of	voting	rights	required	to	pass	this	resolution:	75%	(seventy	five	percent)	of	the	total	number	of	votes,	which	the	shareholders	present	
or represented by proxy at this meeting are entitled to cast, is required.

Reason for and effect

Special resolution number 2 is required in terms of section 66(9) of the Companies Act to authorise the Company to pay remuneration to  
non-executive	directors	of	the	Company	in	respect	of	their	services	as	directors.	Executive	directors	are	not	remunerated	for	their	services	as	
directors but are remunerated as employees of the Company.

Furthermore,	in	terms	of	the	Companies	Act	and	King	III,	remuneration	payable	to	non-executive	directors	should	be	approved	by	shareholders	in	
advance or within the previous 2 (two) years.

special resolution number 3: approval of financial assistance

“RESOlVED	THAT,	the	Board	may,	subject	to	compliance	with	the	requirements	of	the	Company’s	MOI,	the	Companies	Act	and	the	JSE	listings	
Requirements, each as presently constituted and as amended from time to time, authorise the Company to provide direct or indirect financial 
assistance by way of loan, guarantee, the provision of security or otherwise, to any of its present or future subsidiaries and/or any other Company or 
corporation	that	is	or	becomes	related	or	inter-related	to	the	Company	or	any	of	its	subsidiaries	(and/or	to	any	member	of	such	subsidiary	or	related	
or	inter-related	Company	or	corporation)	for	any	purpose	or	in	connection	with	any	matter,	including,	but	not	limited	to	the	subscription	for	any	
option,	or	any	securities,	issued	or	to	be	issued	by	the	Company	or	a	related	or	inter-related	Company,	or	for	the	purchase	of	any	securities	of	the	
Company	or	a	related	or	inter-related	Company.”

Percentage	of	voting	rights	required	to	pass	this	resolution:	75%	(seventy-five	percent)	of	the	total	number	of	votes,	which	the	shareholders	present	
or represented by proxy at this meeting are entitled to cast, is required.

Reason for and effect

It	may	be	necessary	for	the	Company	to	provide	intra-Group	funding	in	order	to	conduct	the	Group’s	business	or	desirous	for	the	Company	to	
provide	financial	assistance	to	related	or	inter-related	companies	and	corporations	to	acquire	or	subscribe	for	options	or	securities	or	purchase	
securities	of	the	Company	or	another	Company	related	or	inter-related	to	it.	Under	the	Companies	Act,	the	Company	will,	however,	require	the	
special resolution referred to above to be adopted. In the circumstances and in order to, inter alia, ensure that the Company’s subsidiaries and other 
related	and	inter-related	companies	and	corporations	have	access	to	financing	and/or	financial	backing	from	the	Company	(as	opposed	to	banks)	for	
such purposes, it is necessary to obtain the approval of shareholders, as set out in special resolution number 3.

Sections 44 and 45 of the Companies Act provide, inter alia, that the particular financial assistance must be provided only pursuant to a special 
resolution of the shareholders, adopted within the previous 2 (two) years, which approved such assistance either for the specific recipient,  
or	generally	for	a	category	of	potential	recipients,	and	the	specific	recipient	falls	within	that	category,	and	the	Board	must	be	satisfied	that:

•	 immediately	after	providing	the	financial	assistance,	the	Company	would	satisfy	the	solvency	and	liquidity	test;	and

•	 the	terms	under	which	the	financial	assistance	is	proposed	to	be	given	are	fair	and	reasonable	to	the	Company.

NOTICE OF ANNuAL GENERAL MEETING CONTINuED
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Section 44 contains an exemption in respect of employee share schemes that satisfy the requirements of section 97 of the Companies Act. 
To the extent that any of the Company’s share or other employee incentive schemes do not satisfy such requirements, financial assistance (as 
contemplated in section 44) to be provided under such schemes will, inter alia, also require approval by special resolution.

Notice to shareholders of Mpact in terms of section 45(5) of the Companies Act of a resolution passed by the Board authorising Mpact to provide 
direct	or	indirect	financial	assistance	to	related	and	inter-related	companies	and	corporations:

•	 	prior	to	the	delivery	of	this	Notice	of	Annual	General	Meeting	to	the	shareholders	of	the	Company,	the	Board	adopted	a	resolution	(“Section	45	
Board	Resolution”)	on	1	March	2017	authorising	the	Company	to	provide,	at	any	time	and	from	time-to-time	during	the	period	commencing	
on the date on which special resolution number 3 is adopted until the date of the next Annual General Meeting of the Company, any direct 
or	indirect	financial	assistance	as	contemplated	in	section	45	of	the	Companies	Act	to	any	one	or	more	related	or	inter-related	companies	or	
corporations of the Company. The financial assistance will entail loans and any other financial assistance to any of the Company’s present or 
future	subsidiaries	and/or	any	other	Company	or	corporation	that	is	or	becomes	related	or	inter-related	to	the	Company	or	any	of	its	subsidiaries	
(and/or	to	any	member	of	such	subsidiary	or	related	or	inter-related	Company	or	corporation)	for	any	purpose	or	in	connection	with	any	matter;

•	 	the	Section	45	Board	Resolution	will	be	effective	only	if	and	to	the	extent	that	special	resolution	number	3	is	adopted	by	the	shareholders	of	
the Company and the provision of any financial assistance by the Company, pursuant to such resolution, will always be subject to the Board 
being	satisfied	that:	(i)	immediately	after	providing	such	financial	assistance,	the	Company	will	satisfy	the	solvency	and	liquidity	test	as	referred	
to in section 45(3)(b)(i) of the Companies Act; and (ii) the terms under which the financial assistance is to be given are fair and reasonable to the 
Company as referred to in section 45(3)(b)(ii) of the Companies Act; and

•	 the	Company	hereby	provides	notice	of	the	Board	Resolution	to	the	shareholders	of	the	Company.	

any matters raIsed by shareholders, WIth or WIthout adVance notIce to the company
To deal at the Annual General Meeting with any matters raised by shareholders, with or without advance notice to the Company. 

VotIng and proxIes 
A shareholder of the Company entitled to attend and vote at the Annual General Meeting is entitled to appoint one or more proxies (who need not be 
a shareholder of the Company) to attend, vote and speak in his/her stead. On a show of hands, every shareholder of the Company present in person 
or represented by proxy shall have one vote only. On a poll, every shareholder of the Company present in person or represented by proxy shall have 
one vote for every share held in the Company by such shareholder.

Dematerialised	shareholders	who	have	elected	own-name	registration	in	the	sub-register	through	a	CSDP	and	who	are	unable	to	attend	but	wish	
to	vote	at	the	Annual	General	Meeting,	should	complete	and	return	the	attached	Form	of	Proxy	and	lodge	it	with	the	transfer	secretaries	of	the	
Company. 

Shareholders	who	have	dematerialised	their	shares	through	a	CSDP	or	broker	rather	than	through	own-name	registration	and	who	wish	to	attend	
the Annual General Meeting must instruct their CSDP or broker to issue them with the necessary letter of representation to attend.

If such shareholders are unable to attend, but wish to vote at the Annual General Meeting, they should timeously provide their CSDP or broker with 
their voting instructions in terms of the custody agreement entered into between that shareholder and his/her CSDP or broker.

Forms	of	Proxy	may	also	be	obtained	on	request	from	the	Company’s	registered	office.	The	completed	Forms	of	Proxy	must	be	deposited	at,	posted	
or	faxed	to	the	transfer	secretaries	at	the	address	set	out	on	the	Form	of	Proxy	attached	hereto,	and	must	be	received	at	least	48	hours	prior	to	the	
meeting.

Any	shareholder	who	completes	and	lodges	a	Form	of	Proxy	will	nevertheless	be	entitled	to	attend	and	vote	in	person	at	the	Annual	General	Meeting	
should the shareholder subsequently decide to do so.

summary of the rIghts of a shareholder to be represented by proxy
For	purposes	of	this	summary,	the	term	“shareholder”	shall	have	the	meaning	ascribed	thereto	in	section	57(1)	of	the	Companies	Act.

Shareholders’ rights regarding proxies in terms of section 58 of the Companies Act include, inter alia, to at any time appoint any individual, including 
an individual who is not a shareholder of that Company, as a proxy to participate in, and speak and vote at, a shareholders’ meeting on behalf of the 
shareholder.

A	proxy	appointment:

•	 must	be	in	writing,	dated	and	signed	by	the	shareholder;	and

•	 remains	valid	for:

	 –	 one	year	after	the	date	on	which	it	was	signed;	or

	 –	 	any	longer	or	shorter	period	expressly	set	out	in	the	appointment,	unless	it	is	revoked	in	a	manner	contemplated	in	section	58(4)(c);	or	
expires earlier as contemplated in section 58(8)(d) of the Companies Act.

 



MPACT Integrated report 2016

110

Except	to	the	extent	that	the	memorandum	of	incorporation	of	the	Company	provides	otherwise:

•	 	a	shareholder	of	that	Company	may	appoint	2	(two)	or	more	persons	concurrently	as	proxies,	and	may	appoint	more	than	one	proxy	to	exercise	
voting rights attached to the different securities held by the shareholder;

•	 	a	proxy	may	delegate	the	proxy’s	authority	to	act	on	behalf	of	the	shareholder	to	another	person,	subject	to	any	restriction	set	out	in	the	
instrument appointing the proxy; and

•	 	a	copy	of	the	instrument	appointing	a	proxy	must	be	delivered	to	the	Company,	or	to	any	other	person	on	behalf	of	the	Company,	before	the	
proxy exercises any rights of the shareholder at a shareholders’ meeting. 

Irrespective	of	the	form	of	instrument	used	to	appoint	a	proxy:

•	 	the	appointment	is	suspended	at	any	time	and	to	the	extent	that	the	shareholder	chooses	to	act	directly	and	in	person	in	the	exercise	of	any	
rights as a shareholder;

•	 the	appointment	is	revocable	unless	the	proxy	appointment	expressly	states	otherwise;	and

•	 if	the	appointment	is	revocable,	a	shareholder	may	revoke	the	proxy	appointment	by:

	 –	 cancelling	it	in	writing,	or	making	a	later	inconsistent	appointment	of	a	proxy;	and

	 –	 delivering	a	copy	of	the	revocation	instrument	to	the	proxy	and	to	the	Company.

The revocation of a proxy appointment constitutes a complete and final cancellation of the proxy’s authority to act on behalf of the shareholder as of 
the	later	of	the	date:

•	 stated	in	the	revocation	instrument,	if	any;	or

•	 upon	which	the	revocation	instrument	is	delivered	to	the	proxy	and	the	relevant	Company	as	required	in	section	58(4)(c)(ii)	of	the	Companies	Act.	

Should the instrument appointing a proxy or proxies have been delivered to the relevant Company, as long as that appointment remains in effect, any 
notice that is required by the Companies Act or the relevant Company’s MOI to be delivered by such Company to the shareholder must be delivered 
by	such	Company	to:

•	 the	shareholder,	or

•	 	the	proxy	or	proxies	if	the	shareholder	has	in	writing	directed	the	relevant	Company	to	do	so	and	has	paid	any	reasonable	fee	charged	by	the	
Company for doing so.

A proxy is entitled to exercise, or abstain from exercising, any voting right of the relevant shareholder without direction, except to the extent that the 
MOI of the relevant Company or the instrument appointing the proxy provide otherwise.

If the Company issues an invitation to shareholders to appoint one or more persons named by the Company as a proxy, or supply a form of 
instrument	for	appointing	a	proxy:

•	 such	invitation	must	be	sent	to	every	shareholder	who	is	entitled	to	receive	notice	of	the	meeting	at	which	the	proxy	is	intended	to	be	exercised;

•	 the	invitation	or	Form	of	Proxy	must	bear	a	reasonably	prominent	summary	of	the	rights	established	by	section	58	of	the	Companies	Act;

•	 	contain	adequate	space	to	enable	a	shareholder	to	write	in	the	name,	and	if	so	desired	an	alternative	name,	of	a	proxy	chosen	by	the	
shareholder and provide adequate space for the shareholder to indicate whether the appointed proxy is to vote in favour of or against any 
resolution or resolutions to be put at the meeting, or abstain from voting;

•	 the	Company	must	not	require	that	the	proxy	appointment	be	made	irrevocable;	and

•	 	the	proxy	appointment	remains	valid	only	until	the	end	of	the	relevant	meeting	at	which	it	was	intended	to	be	used,	unless	revoked	as	
contemplated in section 58(5) of the Companies Act.

The	practical	applications	of	the	aforementioned	rights	are	discussed	in	the	notes	to	the	Form	of	Proxy	attached	hereto.

By order of the Board 

noriah sepuru
Company Secretary

1 March 2017

NOTICE OF ANNuAL GENERAL MEETING CONTINuED
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mpact limited

(Incorporated in the Republic of South Africa)
Registration number 2004/025229/06
Share	code:	MPT
ISIN:	ZAE000156501
(“Mpact”	or	“the	Company”)

to be completed by registered certificated shareholders and dematerialised shareholders with own-name registration only. 

This	 Form	of	 Proxy	 relates	 to	 the	Annual	General	Meeting	 of	 the	Company	 to	 be	 held	 at	the Venue, 17 the high street, melrose arch, 
Johannesburg, on thursday, 1 June 2017 at 13:00 (see note 1) and is for use by registered shareholders whose shares are registered in their 
own names by the record date for determining which shareholders of the Company are entitled to participate in and vote at the Annual General 
Meeting,	being	Friday,	26	May	2017	(see	note	2).

Terms	used	in	this	Form	of	Proxy	have	the	meanings	given	to	them	in	the	Notice	of	Annual	General	Meeting	to	which	this	Form	of	Proxy	is	attached.

Please	print	clearly	when	completing	this	Form	of	Proxy	and	see	the	instructions	and	notes	at	the	end	of	this	Form	of	Proxy	for	an	explanation	of	
the	use	of	this	Form	of	Proxy	and	the	rights	of	the	shareholder	and	the	proxy.

I/We	 	(full	name	in	BlOCK	lETTERS)	

of  (address) 

Telephone (work)  (home) 

Cellphone number

being a shareholder(s) of the Company and being the registered owner/s of ordinary shares in the Company (note 3)

hereby appoint of 

failing him/her  of

or failing him/her, the Chairman of the Annual General Meeting (see note 4);

to attend and participate in the Annual General Meeting and to speak and to vote or abstain from voting for me/us and on my/our behalf in respect 
of all matters arising (including any poll and all resolutions put to the Annual General Meeting) at the Annual General Meeting, even if the Annual 
General Meeting is postponed, and at any resumption thereof after any adjournment (see note 5);

My/Our	proxy	shall	vote	as	follows:

Please	indicate	with	an	“X”	in	the	appropriate	spaces	how	you	wish	your	votes	to	be	cast.	If	you	do	not	do	so,	the	proxy	may	vote	or	abstain	at	
his discretion (see note 6)

FOR AGAINST AbSTAIN

Ordinary	resolution	number	1:		Acceptance	of	the	Annual	Financial	Statements

Ordinary	resolution	number	2:		Election	of	director	–	M	Makanjee

Ordinary	resolution	number	3:		Re-election	of	director	–	AM	Thompson

Ordinary	resolution	number	4:		Appointment	of	auditors

Ordinary	resolution	number	5:		Election	of	TDA	Ross	as	a	member	of	the	Audit	and	Risk	Committee

Ordinary	resolution	number	6:		Election	of	NP	Dongwana	as	a	member	of	the	Audit	and	Risk	Committee

Ordinary	resolution	number	7:		Election	of	AM	Thompson	as	a	member	of	the	Audit	and	Risk	Committee

Ordinary	resolution	number	8:		Endorsement	of	Mpact’s	remuneration	policy

Special	resolution	number	1:		 General	authority	to	acquire/repurchase	shares

Special	resolution	number	2:		 Approval	of	non-executive	directors’	fees

Special	resolution	number	3:		 Approval	of	financial	assistance

(Indicate instruction to proxy by way of a cross in the space provided above)

unless otherwise instructed, my/our proxy may vote as he/she thinks fit.

Signed this  day of   2017

Signature

please read the notes on the reverse side hereof.

FORM OF PROxY
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1.	 	This	Form	of	Proxy	will	not	be	effective	at	the	Annual	General	
Meeting unless received at the Company’s transfer office, link 
Market Services South Africa Proprietary limited, by no later 
than	13:00	on	Tuesday,	30	May	2017.	If	a	shareholder	does	not	
wish	to	deliver	this	Form	of	Proxy	to	that	address,	it	may	also	be	
posted, at the risk of the shareholder.

2.	 	This	Form	of	Proxy	is	for	use	by	registered	shareholders	who	
wish to appoint another person (a proxy) to represent them at the 
Annual General Meeting. If duly authorised, companies and other 
corporate bodies who are registered shareholders may appoint a 
proxy	using	this	Form	of	Proxy,	or	may	appoint	a	representative	in	
accordance with paragraph 12 below.

3.	 	Other	shareholders	should	not	use	this	Form	of	Proxy.	 
All beneficial shareholders who have dematerialised their shares 
through a CSDP or broker must provide the CSDP or broker with 
their voting instruction. Alternatively, if they wish to attend the 
Annual General Meeting in person, they should request the CSDP 
or broker to provide them with a letter of representation in terms 
of the custody agreement entered into between the beneficial 
shareholder and the CSDP or broker.

4.  This proxy shall apply to all ordinary shares registered in the name 
of	the	shareholder	who	signs	this	Form	of	Proxy	at	the	record	
date unless a lesser number of shares is inserted.

5.  A shareholder may appoint one person of his own choice as his 
proxy by inserting the name of such proxy in the space provided. 
Any such proxy need not be a shareholder of the Company. If the 
name of the proxy is not inserted, the Chairman of the Annual 
General Meeting will be appointed as proxy. If more than one 
name is inserted, then the person whose name appears first 
on	the	Form	of	Proxy	and	who	is	present	at	the	Annual	General	
Meeting will be entitled to act as proxy to the exclusion of any 
persons	whose	names	follow.	The	proxy	appointed	in	this	Form	 
of	Proxy	may	not	delegate	the	authority	given	to	him	in	this	Form	
of Proxy. 

6.  unless revoked, the appointment of a proxy in terms of this 
Form	of	Proxy	remains	valid	until	the	end	of	the	Annual	General	
Meeting, even if the Annual General Meeting or part thereof is 
postponed or adjourned.

7.	 If:

 7.1  a shareholder does not indicate on this instrument that the 
proxy is to vote in favour of or against or to abstain from 
voting or any resolution; or

 7.2  the shareholder gives contradictory instructions in relation to 
any matter; or

 7.3  any additional resolution/s which are properly put before the 
Annual General Meeting; or

	 7.4	 	any	resolution	listed	in	the	Form	of	Proxy	is	modified	or	
amended,

  then the proxy shall be entitled to vote or abstain from voting,  
as he thinks fit, in relation to that resolution or matter. If however, 
the shareholder has provided further written instructions which 
accompany	this	Form	of	Proxy	and	which	indicate	how	the	proxy	
should vote or abstain from voting in any of the circumstances 
referred to in paragraphs 7.1 to 7.4, then the proxy shall comply 
with those instructions.

8.	 	If	this	Form	of	Proxy	is	signed	by	a	person	(signatory)	on	behalf	
of the shareholder, whether in terms of a power of attorney or 
otherwise,	then	this	Form	of	Proxy	will	not	be	effective	unless:

 8.1  it is accompanied by a certified copy of the authority given 
by the shareholder to the signatory; or

 8.2  the Company has already received a certified copy of that 
authority.

9.  The Chairman of the Annual General Meeting may, in his 
discretion,	accept	or	reject	any	Form	of	Proxy	or	other	written	
appointment of a proxy which is received by the Chairman prior to 
the time when the Annual General Meeting deals with a resolution 
or matter to which the appointment of the proxy relates, even if 
that appointment of a proxy has not been completed  
and/or received in accordance with these instructions. However, 
the Chairman shall not accept any such appointment of a proxy 
unless the chairman is satisfied that it reflects the intention of the 
shareholder appointing the proxy.

10.	 	Any	alterations	made	in	this	Form	of	Proxy	must	be	initialled	by	
the authorised signatory/ies.

11.	 	This	Form	of	Proxy	is	revoked	if	the	shareholder	who	granted	the	
proxy:

 11.1  gives written notice of such revocation to the Company,  
so that it is received by the Company before Tuesday,  
30 May 2017; or

 11.2  subsequently appoints another proxy for the Annual General 
Meeting; or

 11.3 attends the Annual General Meeting himself in person.

12.  If duly authorised, companies and other corporate bodies who 
are shareholders of the Company having shares registered in 
their	own	names	may,	instead	of	completing	this	Form	of	Proxy,	
appoint a representative to represent them and exercise all of 
their rights at the Annual General Meeting by giving written notice 
of the appointment of that representative. That notice will not be 
effective at the Annual General Meeting unless it is accompanied 
by a duly certified copy of the resolution/s or other authorities in 
terms of which that representative is appointed and is received at 
the Company’s transfer office, link Market Services South Africa 
Proprietary	limited,	by	no	later	13:00,	Tuesday,	30	May	2017.	 
If a shareholder does not wish to deliver that notice to that 
address, it may also be posted, at the risk of the shareholder to 
link Market Services South Africa Proprietary limited,  
PO Box 4844, Johannesburg, 2000.

13.	 	The	completion	and	lodging	of	this	Form	of	Proxy	does	not	
preclude the relevant shareholder from attending the Annual 
General Meeting and speaking and voting in person to the 
exclusion of any proxy appointed by the shareholder.

14.  The Chairman of the Annual General Meeting may accept or 
reject	any	Form	of	Proxy	which	is	completed	and/or	received	
other than in accordance with these instructions, provided that he 
shall not accept a proxy unless he is satisfied as to the manner in 
which a shareholder wishes to vote.

transfer secretaries’ office

link Market Services South Africa Proprietary limited
13th	Floor,	Rennie	House
19 Ameshoff Street
Braamfontein, 2001
(PO Box 4844, Johannesburg, 2000)

NOTES TO THE FORM OF PROxY
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GLOSSARY OF TERMS

The terms listed below have been used throughout this Integrated Report.

“abI” Amalgamated Beverage Industries

“basic eps”	 	Earnings	for	the	year	attributable	to	equity	holders	of	Mpact	divided	by	the	weighted	average	
number of ordinary shares in issue during the year

“b-bbee”	 Broad-Based	Black	Economic	Empowerment

“bee”	 Black	Economic	Empowerment

“ccbsa”	 Coca-Cola	Bottling	Company	Southern	Africa

“ceo”	 Chief	Executive	Officer

“cfo”	 Chief	Financial	Officer

“cIpc”	 Companies	and	Intellectual	Property	Commission

“closing earnings yield”	 HEPS	as	a	percentage	of	market	value	per	share	at	31	December

“closing pe ratio”	 Market	value	per	share	at	31	December	divided	by	HEPS	

“companies act”	 Companies	Act	no	71	of	2008

“consolidated gearing”	 Net	debt	excluding	cash	and	cash	equivalents	as	a	ratio	to	total	equity

“csdp”	 Central	Securities	Depositary	Participants

“csI”	 Corporate	Social	Investment

“dea”	 Department	of	Environmental	Affairs

“dividend cover”	 Underlying	EPS	divided	by	dividend	per	share

“dtI”	 Department	of	Trade	and	Industry

“earnings yield”	 HEPS	as	a	percentage	of	market	value	per	share

“ebIt”	 Earnings	before	interest	and	taxation

“ee”	 Employment	Equity

“eps”	 Earnings	per	share

“exco”	 The	Executive	Committee

“fmcg”	 Fast	Moving	Consumer	Goods

“fnb”	 First	National	Bank

“gdp”	 Gross	Domestic	Product

“grI”	 Global	Reporting	Initiative

“heps”	 Headline	earnings	divided	by	the	weighted	average	number	of	ordinary	shares	in	issue	during	the	
year

“Idc”	 Industrial	Development	Corporation

“Ifrs”	 International	Financial	Reporting	Standards

“It”/“Ict”	 Information	Technology/Information	Communication	and	Technology

“Jse”	 JSE	limited

“King III”	 King	Report	on	Corporate	Governance	for	South	Africa	2009

“King IV”	 King	Report	on	Corporate	Governance	for	South	Africa	2016

“KpI”	 Key	Performance	Indicators

“listings requirements”	 listings	Requirements	of	the	JSE

“lost time Injury”	or	“ltI”	 	A	work-related	injury	that	renders	the	injured	person	unable	to	perform	regular	duties	for	one	full	shift	
on the day following the injury
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“lost time Injury frequency rate”	or	“ltIfr”	 	The	product	of	200,000	and	the	number	of	lTI’s	during	a	period	divided	by	the	number	of	 
man-hours	worked	during	the	same	period

“moI”	 Memorandum	of	Incorporation

“mpact”	or	“the group”	 Mpact	limited	and	its	subsidiaries

“net asset value per share”	 	The	net	asset	value	of	the	Company	divided	by	the	number	of	shares	in	issue,	after	deducting	
treasury shares, at the end of the year

“ohs” Occupational Health and Safety

“operating profit margin”	 EBIT	as	a	percentage	of	revenue

“pdIs”	 Previously	Disadvantaged	Individuals

“pe”	 Price	earnings,	market	value	per	share	divided	by	HEPS

“pet”	 Polyethylene	terephthalate

“Qsr”	 Quick	Services	Restaurant

“roce”	 Return	on	Capital	Employed

“rpet”	 Recycled	PET

“rWc”	 Restricted	Work	Cases

“sadc”	 Southern	African	Development	Community

“sens”	 Stock	Exchange	News	Service

“she” Safety, Health and Environmental

“serious Injury frequency rate”	or	“sIfr”	 	The	product	of	200,000	and	the	number	of	fatalities,	lTI’s	and	RWC’s	during	the	period	divided	by	
the	number	of	man-hours	worked	during	the	same	period

“srI”	 Socially	Responsible	Investment

“the board”	 The	Board	of	directors	of	Mpact

“the company”	 Mpact	limited

“the current year”	 The	financial	year	ended	31	December	2016

“the next year”	 The	financial	year	ending	31	December	2017

“the previous year”	 The	financial	year	ended	31	December	2015

“underlying earnings”	 Net	profit	after	tax	and	before	special	items	attributable	to	equity	holders	of	the	Company

“underlying ebIt”	 Earnings	before	interest	and	taxes	and	before	special	items

“underlying operating profit margin”	 Operating	profit	including	subsidiaries	and	joint	ventures	before	special	items	as	a	percentage	of	revenue

“Vct” Voluntary counselling and testing

GLOSSARY OF TERMS CONTINuED
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CORPORATE INFORMATION

 registration number 2004/025229/06

 IsIn	 ZAE000156501

 share code MPT

 registered office	 4th	Floor,	3	Melrose	Arch	Boulevard,	Melrose	Arch,	Johannesburg,	2196

 postal address Postnet Suit #179, Private Bag X1, Melrose Arch, Johannesburg, 2076

 telephone number	 +27	(0)11	994-5500

 facsimile	 +27	(0)11	994-5300

 Website www.mpact.co.za

 company secretary Noriah Sepuru

 telephone number	 +27	(0)11	994-5551

 email NSepuru@mpact.co.za

 sponsors	 Rand	Merchant	Bank,	a	division	of	FirstRand	Bank	limited

  (Registration number 1929/001225/06)

  1 Merchant Place

  Rivonia Road

  Sandton, 2196

  (PO Box 786273, Sandton, 2196)

 auditors Deloitte & Touche 

	 	 Deloitte	Place,	The	Woodlands

	 	 Woodlands	Drive,	Woodmead

  Sandton, 2196

  (Private Bag X6, Gallo Manor, 2052)

 transfer secretaries link Market Services South Africa Proprietary limited

  (Registration number 2000/007239/07)

	 	 13th	Floor,	Rennie	House

  19 Ameshoff Street

  Braamfontein, 2001

  (PO Box 4844, Johannesburg, 2000)

 Investor relations	 Keyter	Rech	Investor	Solutions	CC

  (Registration number 2008/156985/23)

	 	 Fountain	Grove,	5	2nd	Street,	Hyde	Park,	2195

  (PO Box 653078, Benmore, 2010)

 commercial bankers The Standard Bank of South Africa limited

  (Registration number 1962/000738/06)

  3 Simmonds Street

  Johannesburg, 2001

  (PO Box 61344, Marshalltown, 2107)
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