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About this report
This Integrated Report aims to provide
the stakeholders of Mpact Group with a
balanced, comprehensive and complete
view of the strategy, principles and
practices that underpin our operational,
governance and sustainability performance
for the financial year ended 31 December
2018. Material events that arose after
the end of the financial year have been
included up to the date of Board approval.
The content of this report is informed by
the matters identified as those that could
most materially affect the Group’s ability
to create value in the short-, medium- and
long-term. These matters include both
financial and non-financial factors and
have been agreed on and approved by
the Board and the Executive Committee.
Mpact’s most material matters and how
these were derived are discussed in more
detail in the sustainability section starting
on page 46 of this report.
Mpact’s operating model (page 10)
provides an overview of the business and
shows the critical position the Group plays
in closing the loop on the circular economy.
The strategic overview section that starts
on page 18 discusses how we aim to
create value for all of our stakeholders and
the business model on page 12 analyses
our inputs, outputs, outcomes and the
trade-offs between the six capitals that
arise from our activities. Mpact’s key
stakeholders, their main concerns and
how we address these are discussed
on page 52.

Guidelines and frameworks
This report has been prepared in
accordance with IFRS, the requirements

of the Companies Act, the JSE Listings Requirements, the principles of King IV and the
International Integrated Reporting Council’s (IIRC) Integrated Reporting <IR> Framework, as
these apply to the report. The sustainability information in Mpact’s Sustainability review is
disclosed in accordance with the GRI Standards: Core option. In terms of paragraph 8.63(a)
of the JSE Listings Requirements, the Group has published its King IV application register
on its website.

Assurance
A combined assurance map has been compiled to help understand the level of coverage
achieved by each assurance provider in terms of the third level of defence in the Combined
Assurance Model. Mpact’s Annual Financial Statements and Summarised Consolidated
Financial Statements have been assured by the Group’s external auditor, Deloitte & Touche,
and a copy of their Independent Auditor’s report on the Summarised Consolidated Financial
Statements is available on page 104. The Sustainability review as a whole has not been
independently assured; however, certain information contained in the review has been
scrutinised by the Group’s 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.

Disclaimer
The Integrated Report contains 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 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.

Board approval
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
issues that have the potential to most materially impact the performance of the Group.
The Board has accordingly authorised the release of this Integrated Report.
AJ Phillips
Chairman
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Key metrics

Revenue
of

Underlying
operating profit of

Total gross
dividend per share of

Return on capital
employed (ROCE) of

(2017: R10.1 billion)

(2017: R457 million)

(2017: 55 cents)

(2017: 7.7%)

Serious injury
frequency rate

Recovered
recyclables

CSI spend

Water
consumption

R10.6bn

0.65

per 200 000
man hours

R672m

630kt
(2017: 662kt)

70c

R3.5m
(2017: R4.9 million)

10.7%

5.5kℓ/t
(2017: 5.7kℓ/t)

(2017: 0.60)

Energy
consumption

6.5GJ/t
(2017: 6.6GJ/tonne)

B-BBEE

Level 4

on the new Codes
(2017: Level 3 on the
old Codes)

Scope 1 and 2
greenhouse gas
emissions

0.963 tCO e/t
2

(2017: 1.032 tCO2e/t)

Training and skills
development

63,031
man-hours
(2017: 70,257

19 fully-funded university bursaries awarded through the Mpact Foundation Trust (2017: 22)
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Innovation Awards
During the year, Mpact’s focus on innovative packaging solutions was recognised with
five awards at the Gold Pack 2018 awards and six Fta SA Flexographic Print Excellence
Awards:

20
PRINT EXCELLENCE AWARDS 1 7

FLEXOGRAPHIC
Gold Pack Awards
• Gold (Transit and Other Category)
for the Fishaways family sharing
meal carton
• Silver (Best in Paper Packaging
Category)
• Gold (Sustainability Category) for the
Fishaways family sharing meal carton
• Silver (Transit and Other Category) for
the Devil’s Peak promotional beer pack
• Bronze (Transit and Other Category) for
the Steers Perfect Four Sharing pack

16th Annual National
Business Awards

Fta SA Flexographic Print
Excellence Awards
• Gold (Corrugated – Uncoated (process)
inline casemaker or printer/die-cutter
Category) for the Safari Lager 24 x
500ml pack
• Gold (Corrugated – Coated (line/
tone) inline casemaker or printer/diecutter Category) for the Budweiser
24 x 330ml pack
• Silver (Corrugated – Coated (line/tone)
inline casemaker or printer/die-cutter
Category) for the Stella Artois 24 x
330ml pack

Winner of the 2018 Sustainability
Award

• Joint Gold (Corrugated – Coated
(process) inline casemaker or printer/
die-cutter Category) for the Phoenix
Beer 15 x 330ml and Phoenix Beer
20 x 330ml packs

Supplier of the Year
Awards
Mpact was recognised at the Famous
Brands Annual Supplier of the year Awards
and Kaap AGRI. Mpact won the following
awards:

• Gold (Corrugated – Coated (process)
inline casemaker or printer/die-cutter
Category) for the Konduto Tomate
Triturado 5l pack
• Gold (Corrugated – Coated (process)
offline printer Category) for the ZZ2
Karas Dates 5kg pack

Famous Brands:
• Supplier of the year – Packaging
• Supplier of the year – Overall
• Best innovator Kaap AGRI
• Supplier of the Year Award 2018

MPACT Integrated Report 2018
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Corporate profile
Mpact is the largest paper
and plastics packaging
and recycling business
in Southern Africa with
customers that include
packaging converters,
fruit producers, FMCG
companies and other
consumer and industrial
packaging companies.
Mpact’s integrated
business model is
uniquely focussed on
closing the loop in plastic
and paper packaging
through recycling
and beneficiation of
recyclables.

Our 40 operating sites employed 5,062
employees in South Africa, Namibia and
Mozambique during 2018, generating
revenue of R10.6 billion. Our national
footprint, leading market positions and
proximity to customers contribute to faster
response times, reduced transport costs
and economies of scale.
Innovation lies at the heart of our strategy
to anticipate the needs of our customers
and create structural and graphic solutions,
as well as value-added services. Some of
the recognitions received for these designs
during 2018 are shown on page 5.
Mpact is South Africa’s largest collector
of recyclable packaging (paper, plastic,
glass, etc.) and in 2018 we collected
over 630,111 tonnes of paper and plastic
recyclables from pre-and post-consumer
sources. By closing the loop on paper
and plastic, we reduce the amount of

material going to landfill, promote local
beneficiation of raw materials and support
the development of more than 50 small
businesses.
Our liquid packaging recycling plant can
recycle 24,000 tonnes of used liquid
cartons a year, saving 65,240m3 of landfill
space and approximately 11,400 tonnes of
carbon emissions.
Mpact’s PET recycling plant is designed to
process 29,000 tonnes of used PET bottles
per annum saving around 180,000m3 of
landfill space and supporting the global
drive to reduce plastic waste. It is the first
plant in Africa to meet The Coca-Cola
Company’s full certification for PET bottles
to package its company’s soft drinks,
while the recycling process complies with
European Union (EU) Food Safety Authority
specifications.

Paper division
RECYCLING

PAPER
MANUFACTURING

PAPER
CONVERTING

CUSTOMERS

Collects recyclable
paper, plastics and liquid
cartons to recycle these
to provide feedstock for
the paper and plastics
divisions, and for sale to
external customers.

Makes recycled-based
packaging, industrial
paper grades (such
as containerboard
and cartonboard),
and other converted
paper products. These
are used in the paper
converting business
and sold to external
customers.

Makes printed and
unprinted converted
corrugated products,
including board used to
manufacture corrugated
packaging, corrugated
boxes, cases, trays,
point-of-sale displays,
cups, lids, bags, trays
and napkins.

Packaging converters
(containerboard and
cartonboard), fruit
producers, FMCG
companies, quick
service restaurants,
other consumer and
industrial packaging
companies.

See page 32 for more information on our Paper Business.

Plastics division
RECYCLING
Collects recyclable
paper, plastics and liquid
cartons to recycle these
to provide feedstock for
the paper and plastics
divisions, and for sale to
external customers.

PLASTIC CONVERTING
Makes rigid plastic packaging, including
polyethylene terephthalate (PET) preforms, trays
and film, and plastic jumbo bins and crates. Also
recycles used or damaged crates and bins.

MPACT POLYMERS
A bottle-to-bottle recycled PET (rPET)
manufacturing operation.

CUSTOMERS
Companies in the
food, beverage,
personal care, home
care, pharmaceutical,
agricultural and retail
markets.

See page 40 for more information on our Plastics Business.
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We have a national operating footprint
Mpact’s national footprint, and therefore proximity to its customers,
contributes to faster response times and reduced transport costs.

40

5,062

operating sites

3 countries

employees

Level 4
B-BBEE

Plastics Business

Baled recovered paper,
plastic and other
recyclable materials

RECYCLING
(including Remade)

Recovered
paper

Containerboard and
cartonboard

PAPER
MANUFACTURING

Containerboard
and cartonboard

PAPER
CONVERTING

Corrugated boxes,
other paper packaging
products

Corrugated
boxes

Recovered
PET bottles

Recycled PET pellets:
SavukaTM PET

MPACT
POLYMERS

rPET
pellets

PLASTIC
CONVERTING

External Group Sales

Paper Business

Mpact Group

Preforms, PET bottles,
jars, trays, film, bins and
other plastic containers

External sales     Inter-segmental sales     Inter-divisional sales

MPACT Integrated Report 2018
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Our vision
and values

Building a sustainable business and
contributing to society through innovation
Southern Africa’s largest recycler, paper and packaging producer,
Mpact is committed to:

8
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•

acting as a responsible employer and corporate citizen and
managing natural resources with care, sensitivity and expertise;

•

meeting and exceeding customers’ 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.
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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.

Values
At Mpact we are differentiated by our people who are:

Trustworthy

Resolute

•

Ethical

•

Transparent

•

Honouring commitments

•

Setting and achieving challenging targets

•

Continuously identifying innovative ways to
do things

•

Accountable, especially in the face of adversity

•

Taking care of their safety, health and personal development
as well as that of their colleagues

•

Striving to meet or exceed our customers’ 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 ethically deliver good sustainable
returns to our shareholders

Responsible

MPACT Integrated Report 2018
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Our operating model
Plastic loop
13,571 tonnes of
PET Bottles as raw
material

Recycled
PET Pellets

1,611 tonnes
sold to plastic
converters to
make plastic
products

DECENTRALISED CUSTOMER-FOCUSED STRUCTURE

MPACT POLYMERS
This business unit converts
collected used PET bottles
into recycled PET pellets that
are used internally by the
Mpact Plastics businesses or
sold to external customers.

Step 1

Collect and recycle
Our recycling business,
Mpact Recycling, collects over
630,000 tonnes of paper and
plastic recyclables from preand post-consumer streams.
The recyclables are sorted and
baled and then put through our
circular value-chain – which
operates within a decentralised
customer-focused structure.

Step 2
MPACT VALUE CHAIN

Our Paper and Plastics
businesses add value to the
recycled materials before
these are sold for customer and
consumer use.

Prepare for reuse

MPACT PAPER MILLS
This business unit produces
recycled-based packaging
paper grades such as
containerboard and
cartonboard.

Recovered paper as
raw material

66% of
recovered
paper
is used
internally

34% of recovered paper is
sold to external customers

Paper loop
10
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Rolls and sheets
of paper and
cartonboard
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4,440 tonnes
converted
internally

Pre-consumer recyclables

Plastic packaging
products for a range
of sectors

MPACT PLASTICS
This business unit
manufactures a range of
plastic packaging products
that are ready to be used by
Mpact’s customers.

Step 3

Convert to product

Customer use

Step 5

Consumer use

MPACT PAPER
CONVERTING

31% of
products
sold
internally for
conversion

Corrugated
and other
paper products

Post-consumer recyclables

This business unit
manufactures premiumquality packaging products,
provides high-graphic
printing capabilities and other
converted paper products.
Pre-consumer recyclables

MPACT VALUE CHAIN

Step 4

Post-consumer recyclables

Mpact’s business model epitomises the circular economy, creating value beyond our
immediate operations. Our closed-loop system includes the collection of pre-consumer
and post-consumer recyclable materials which are used to create plastic, paper and
innovative packaging products.

69% of products sold
to external customers

MPACT Integrated Report 2018
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Business model
INPUTS
Financial capital
Funds available to the business,
including in the form of retained
earnings and debt.
Net debt – R2.1 billion.
Equity – R4.5 billion.

Manufacturing
capital
40 operating sites across
South Africa, Mozambique
and Namibia. Manufacturing
equipment, plastic polymers,
PET, plastic waste and paper
waste.

Human capital
5,062 employees.
63,031 man-hours spent training.
191 PDI learners and
apprentices.

Intellectual capital
The accumulated experience
and in-depth understanding
of the packaging industry in
our management team and
employees.
Research and development
centre and creative assets
create innovative customerfocused product offerings.

Social and
relationship capital

ACTIVITIES
What we do to create value

While the bulk of our capital investment cycle was completed in 2017,
there was some investment in 2018 at various manufacturing facilities,
including the PE Corrugator and the ongoing investments in improving
the performance of the Polymers PET recycling facility.
There was increased investment of financial capital in the corrugated
division to drive the development of intellectual capital in the form
of innovation in paper packaging. The Plastics division made similar
investments in lightweighting their packaging and also invested in
upgrading their design centre to ensure that their design capabilities
remain world-class.
Our empowerment partnership with Dalisu is based on developing
intellectual capital around converting an effluent stream from the paper
manufacturing business into a valuable product. This can be sold to
increase financial capital, while reducing our environmental impact
by reducing effluent disposal and supporting social and relationship
capital through the partnership’s transformation aspect.
Mpact Recycling ran a number of initiatives to improve waste paper
collection during 2018, including their annual schools competition and
a competition that challenged the Top 100 Mrs South Africa semifinalists to work alongside Mpact Recycling on community projects
with the aim of promoting recycling awareness, supporting fundraising
initiatives and increasing recycling volumes. By sponsoring these
initiatives, Mpact increases awareness about recycling and the Mpact
brand, building social and relationship capital, while reducing the
impact of waste on the environment.
Financial investments in our manufacturing facilities have significantly
increased the efficiency with which we use water and energy. We
have also invested in solar PV plants at two operations to reduce our
reliance on electricity derived from fossil fuels, and we installed air
chillers to reduce water usage.

Our strong relationships with
our key stakeholders and
commitment to community
development.

Natural capital
Pulp, eucalyptus logs, pine,
recyclable waste, chips
and water.
6.52GJ/tonne of energy
consumed.
5.47kℓ/tonne of water used.

12
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Refer to page 12 for our business model.
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OUTCOMES

Financial capital

Financial capital

Group revenue of R10.6 billion.

R3.0 billion in value created for stakeholders.

Underlying operating profit of R672 million.
Underlying earnings per share of 208 cents.

R45.7 million distributed to shareholders as
dividends.

ROCE of 10.7%.

R232.1 million distributed to providers of capital.
R281.3 million reinvested in the Group.

Manufacturing capital
438 million m3 of saleable corrugated packaging.
430,673 tonnes of paper.
83,550 tonnes of plastics converted.

Natural capital
Scope 1 and Scope 2 carbon emissions of
774,818 tCO2e.
38,043 tonnes of waste generated.

Manufacturing capital
Capital expenditure of R534 million invested
to improve manufacturing equipment.
R566 million depreciation and amortisation as a
proxy for the decrease in the value for tangible
and intangible assets.

Human capital
R1,749.8 million distributed to employees as
remuneration and benefits.
R12.5 million invested in skills development.
SIFR declined to 0.65.

Intellectual capital
Increased skills and know-how.
R33 million invested in research and
development.
Five Gold Pack awards, including the IPSA
Gold Pack Trophy and six Fta SA Flexographic
awards.

Social and relationships capital
R3.5 million invested in communities through the
CSI programme.
R96.9 million distributed to government as
taxes.
Level 4 B-BBEE.

Natural capital
13,571 tonnes of plastic waste diverted from
landfill for recycling.
498,952 tonnes of waste paper recycled.

MPACT Integrated Report 2018
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Case Study
Collecting waste.
Collecting data.
Many people do not consider the implications of
their waste after they have thrown it away and their
municipality or collection service has picked it up. The
harsh reality is that the exponential rise of consumerism
has resulted in an equal (if not greater) rise in waste
generated. And we are running out of landfill space.
But simply by providing accurate and reliable data,
our waste management systems can be made more
effective and become better designed.
Our radio frequency identification (RFiD) system is
designed to do just that. A passive RFiD tag installed in
our 240-litre wheelie bins is read by the transponders
integrated into the combs of the lifting gear on waste
removal trucks. This innovative system tracks all sorts
of real-time data, leading to smarter, more efficient and
effective waste management.
Using this system leads to more effective collection
rounds through better route planning. Households
that put out additional bins can be easily identified and
billed, and fleet management becomes more efficient,
eliminating non-emergency overtime. The system
provides a baseline that links municipal revenue and
services rendered, helping to reduce and eventually
eradicate illegal dumping while ensuring that recycling
initiatives are being employed.
The Mpact RFiD system allows for new reports to be
developed and made available as new data needs
are identified.
Because municipal refuse trucks are the only municipal
vehicle to visit households weekly, the system gives
municipalities the ability to create baseline data for more
than just the waste department. The data can also be
used to reconcile the billings of other services like water,
sewage, housing and electricity.
Mpact’s RFiD system is another innovation that supports
municipal sustainability, benefits the environment and
helps to reduce waste as we consistently work towards
a true circular economy.

MPACT Integrated Report 2018
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Strategy and objectives
Mpact’s strategy aims to
create value for stakeholders
over the long term.

The core pillars of our strategy are:

Leading market positions
We aim to develop and selectively grow
our leading market positions in rigid
plastics, paper-based packaging and
packaging paper in sub-Saharan Africa.
We will grow by extracting value through
business and operational management
expertise as well as product application,
design and market knowledge.

Customer focused
We will further develop our established
manufacturing and service footprint to
deliver superior solutions to our customers,
underpinned by:
• A decentralised structure reflecting
management depth and experience at
all levels.
• Innovative customer-focused product
offerings.
• Leading market positions that
enable us to achieve sustainable
cost-effectiveness through economies
of scale.

18
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Focus on performance
We will focus on performance through
effective business excellence programmes
and sound asset management, enabling us
to sustainably:
• Provide our customers with quality
products and services worth their price.
• Retain a motivated and skilled
workforce.
• Deliver good returns to our
shareholders.
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The key principles underlying each strategy pillar are expanded upon in the following table:

Leading market positions

Customer-focused

Focus on performance

Scale

Decentralised structure

Financial returns

• Maintain leading market positions in
chosen geographies with scale to enable
competitiveness at a decentralised level

• Customer-centric

• ROCE and profitable growth

• Responsive

• Disciplined capital allocation and
spending

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

• Accountable
• Flexible
• Leverage parenting advantage
wherever possible
• Effectively execute differing
strategies or even hybrids across
business units

• Re-investment and capital allocation
based on track record
• Stringent and continuous cost
management
• Long-term view of investments
• Effective risk management and
governance

Capability

Innovation and capability

Skilled and motivated people

• Invest in sectors where Mpact has
sustainable competitive advantages or at
least has the prospect of developing them

• Applied to products and processes
internally and externally

• Invest in support of management with
a track record

• Use of own R&D capabilities where
feasible

• Reward performance and results and
appreciate effort

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

• Commit resources to proactive training
and development of staff

Intimate understanding of
the Value Chain

Sustainable practices

Products and geographies
• Rigid plastics and paper-based packaging
in sub-Saharan Africa

• Engage customers and other
stakeholders to improve supply
chain efficiency and anticipate
changing requirements
• Product specification bodies,
marketing and branding people, key
distribution networks

• Safety

• Responsible environmental
management
• Contributing to social upliftment in the
areas in which we operate
• Rigorously pursuing the highest ethical
standards in governance

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

Anticipating customer needs
Mpact’s customer-focused strategy is
built around premium quality products and
developing long-term relationships with
our major customers to understand their
business. We aim to anticipate their needs
and create innovative packaging solutions
leveraging our well-established research
and development function.
Our company slogan challenges us to
create Smarter, Sustainable Solutions
and we work closely with customers to

develop and test products tailored to their
specific requirements. Innovation centres
at our operations focus on structural and
graphic design, and value-added services.
Our plastics design studio creates new
designs and makes prototype forms for the
development of new plastic containers.
Our ongoing commitment to innovation
looks beyond incremental improvements
to existing packaging to identify gamechanging solutions and new product

classes. This deepens our relationships
with industrial and agricultural customers
and the range of packaging options we
can offer has increased significantly.
Customers are increasingly seeing the
benefits of paper-based packaging as an
environmentally-friendly alternative and the
family sharing meal carton we developed
for Fishaways was recognised with a
Gold Award for Sustainability at the 2018
Gold Pack Awards for its cost-effective and
fully-recyclable design.

MPACT Integrated Report 2018
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Five-year performance history
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2018

2017

2016

2015

2014

Profit performance
Revenue
Underlying operating profit
Underlying profit before tax
Underlying earnings

R’m
R’m
R’m
R’m

10,612
672
482
355

10,120
457
274
283

10,099
784
617
420

9,548
909
790
603

8,617
751
646
440

Financial position
Total assets
Total equity
Total liabilities
Segment operating assets

R’m
R’m
R’m
R’m

9,879
4,529
5,350
8,770

9,182
4,243
4,939
8,420

8,712
4,021
4,691
7,996

8,069
3,712
4,357
7,285

7,063
3,206
3,857
6,299

Cash flow information
Net cash from operations before working capital
Working capital inflows/(outflows)
Capital expenditure

R’m
R’m
R’m

1,218
(235)
534

1,019
6
856

1,275
(289)
836

1,322
(235)
979

1,146
(157)
701

Ratio and statistics
Underlying operating profit margin
Basic EPS
Underlying EPS
Basic HEPS
Total dividend per share
Net asset value per share
ROCE
Current ratio
Interest cover (underlying EBIT)
Gearing

%
cents
cents
cents
cents
cents
%
times
times
%

6.3
185.1
208.0
195.6
70.0
2,613
10.7
1.3
3.1
32.2

4.5
162.1
166.3
164.5
55.0
2,474.5
7.7
1.3
2.3
34.8

7.8
234.6
252.7
242.0
95.0
2,386.3
14.2
1.4
4.1
33.6

9.5
366.9
366.9
365.8
110.0
2,236.6
18.9
1.4
6.9
30.2

8.7
259.1
269.2
262.7
92.0
1,953.7
18.1
1.3
6.2
29.0

Stock Exchange statistics
Market value per share
– at year-end
– Highest (year to 31 December)
– Lowest (year to 31 December)
Closing PE ratio
Market capitalisation – close
Volume traded (year to 31 December)
Weighted number of shares
Issued shares at 31 December

cents
cents
cents
times
R’m
’000
’000
’000

2,101
2,910
1,930
13.04
3,641
59,660
170,785
173,305

2,440
3,500
1,720
15.1
4,184
83,250
169,746
171,462

2,825
5,499
2,200
12.0
4,760
84,386
166,735
168,485

4,694
5,189
3,251
15.4
7,790
61,106
164,218
165,958

3,675
3,999
2,352
14.0
6,031
63,736
163,269
164,101
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Material matters summary

BEING A
RESPONSIBLE
EMPLOYER
• Labour relations
• Health and safety
• Diversity

SUSTAINING
PROFITABLE GROWTH
• Operating environment
• Regulatory environment
• Innovation
• Capital funding and allocation

COST
COMPETITIVENESS
AND ANTICIPATING
AND MEETING
CUSTOMER NEEDS
• Managing input cost and
availability
• Driving efficiencies
• Implementing capital
projects
• Customer focus

BEING A
RESPONSIBLE
CORPORATE CITIZEN
• Communities
• Governance
• Environmental responsibility
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BEING A RESPONSIBLE
EMPLOYER
Delivering on our strategy and our values require us to
invest in the skills, health, safety and development of our
human capital.
See our Sustainability review on the Company’s website.

SUSTAINING
PROFITABLE GROWTH
Mpact aims to deliver profitable and sustainable long-term
growth for the benefit of all our stakeholders.
See page 28 for our CEO’s report.
See page 94 for our CFO’s review.

BEING A RESPONSIBLE
CORPORATE CITIZEN
We are committed to maintaining high standards of
corporate governance and demonstrating honest and
responsible conduct.
See page 63 for our Corporate Governance report.
See our Sustainability review on the Company’s website.

COST COMPETITIVENESS AND
ANTICIPATING AND MEETING
CUSTOMER NEEDS
Our customer-focused business model is built on business
excellence in quality and service as well as operational,
safety and environmental performance.
See page 28 for our CEO’s report.
See page 94 for our CFO’s review.
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Chairman’s message

The Group was able to produce an
improved result in the challenging
trading conditions.
Tony Phillips

“Mpact has a key role in
promoting the circular
economy, reducing waste
to landfill and supporting the
reduction of plastic waste.”

Competition in most of our markets
remained at a high and our operations
were affected by the prolonged strike in
the plastics industry. Despite our ongoing
emphasis on creating a safe working
environment for our employees, there was
a deeply regrettable fatality at Springs Mill
during the year.
However, we benefited from an unexpected
tailwind in the form of China’s changed
policy on waste. By limiting the import of
waste into China, the cost of waste paper,
a critical input in our integrated paper
manufacturing model, fell. Robust global
demand for containerboard, attributed
to synchronised growth across the major
economies, supported the prices of our
paper products.
The Group was able to produce an
improved result in the challenging trading
conditions, delivering growth in revenue
and profitability. There was an intense
focus on realising the full potential of our
recent capital investments during 2018.
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We were successful in this regard with the
Felixton Mill and Port Elizabeth Corrugator,
but unfortunately the PET recycling plant in
the Polymers business unit underperformed
again. The project continues to absorb
significant management attention while
not yet delivering on its potential, largely
due to problems with contamination in
the feedstock. The Polymers plant is an
important strategic asset to the Company
and its customers, and we believe that the
delivery and installation of the new washers
in the first half of 2019 will go a long way to
addressing its problems.

Innovation and the circular
economy
We conducted a strategy session towards
the end of the year that included an
analysis of megatrends and industry
developments that could affect our
business. The review largely confirmed
our current strategy and emphasised
the importance of the circular economy
and sustainability as key enablers of our
business.
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Our integrated business model starts with
our recycling business, which provides
feedstock to our paper mills, PET recycling
plant, liquid carton recycling operation
and bins and crates business. Mpact
therefore has a key role in promoting
the circular economy, reducing waste to
landfill and supporting the major global
brands and retailers to reduce plastic
waste and achieve the goals of initiatives
such as the New Plastics Economy. Our
recycling operations also have an important
socioeconomic benefit through the jobs
they create for the small and microenterprises that collect the waste and sell
it to our buy-back centres.
We focus on creating systems of
advantage in packaging, and innovation is
a core focus in our drive to anticipate and
address customer needs. This innovation
was again recognised in a number of
external awards and two Mpact employees
were rewarded with overseas visits through
our internal competition for developing
innovative packaging solutions.
This innovation is not only evident in
our products but also in the advanced
technology implemented in our capital
projects, such as the Felixton Mill upgrade,
the PET and liquid carton recycling plants,
as well as in our approach to collecting
recyclable materials. Air chillers were
introduced at our operations in Atlantis as
part of our significant reduction in water
usage in the Group and we installed our
second solar PV plant to improve costefficiencies and reduce our reliance on the
national electricity grid.
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Sustainability and
governance
The ongoing exposure of significant levels
of fraud and corruption in the public and
private sector serve as a reminder of the
importance of governance and ethics, and
we sharpened our focus on governance
structures and practices in the Group.
We are very pleased to welcome
Mr Sibusiso Luthuli to the Mpact Board
as an Independent Non-executive
Director and a member of the Audit and
Risk Committee and look forward to
his contribution to the Company. The
composition of the Board aligns with our
gender diversity policy and represents a
good overall balance of skills, experience
and diversity.
Mpact continues to engage with the
Competition Commission regarding alleged
contraventions of the Competition Act by
the Competition Commission that we were
notified of in 2016.
I would like to thank my fellow Board
members for the commitment they bring
to their roles. The level of integration
and involvement of the Non-executive
Directors is very high, which contributes to
a collaborative and collegial atmosphere
that supports robust discussion. I would
also like to acknowledge the management
team and all of Mpact’s employees for their
efforts during what has been a challenging
few years.

Tony Phillips
Chairman
12 March 2019

MPACT Integrated Report 2018

25

Case Study
Manufacturing
more opportunities
While our Felixton mill in KwaZulu-Natal was constructed
adjoining a sugar mill and is situated right in the heart of
sugar cane country, we have now upgraded to become
the largest consumer of recycled paper in KwaZuluNatal.
The investment of R800 million in the latest technology
and machinery improved the mill’s total product offering
and overall competitiveness, increasing capacity by
60,000 tonnes to 215,000 tonnes per annum. The
upgrade included substantial improvements in energy
use and operational efficiency, significantly reducing the
mill’s environmental footprint.
The project has enabled us to further enhance our paper
properties while simultaneously producing advanced
lightweight packaging material. These lightweight
materials are in great demand worldwide as the need to
reduce the weight of products transported over distance
becomes essential.
The upgraded mill uses recycled fibre in the
manufacturing process, eliminating the need for sugar
cane bagasse. Mpact Recycling provides feedstock for
Mpact’s mills through projects that support the collection
of recyclable materials in rural areas and former
township areas by partnering with and assisting local
entrepreneurs to set up their own collection businesses.
The recycling industry in South Africa currently provides
jobs for about 100,000 people and Mpact strongly
supports the industry. This includes working with
entrepreneurs, providing buy-back centres that purchase
materials and setting up sorting and baling facilities that
provide further work opportunities. Mpact’s increased
manufacturing capability provides even more demand for
recyclable materials.
By operating a 100% recycled fibre mill, not only have
we closed the loop on natural resources employed,
benefited our surrounding community and saved
significantly more energy and water, we now operate in
a truly circular economy.
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Chief Executive Officer’s report
Our emphasis on return on capital
employed (ROCE) ensures that
capital is employed effectively.
The performance of our recent
capital investments contributed
positively to our financial results
over the past year.
Bruce Strong

The past year was
challenging for most South
African businesses due to
low consumer confidence
and subdued economic
activity, among other
factors. We were therefore
very encouraged to see
the benefits of some of the
recent capital investments
starting to reflect positively
in our financial results,
especially during the second
half of the year.
Our Felixton paper mill delivered on
its operating profit targets despite not
achieving design throughput by yearend indicating good potential for further
improvements. Our new corrugator in Port
Elizabeth benefited from good demand in
citrus volumes in the Eastern Cape.
The paper mills capitalised on the
opportunities arising from the effects of the
change in Chinese waste policies on the
global paper industry, while the corrugated
business proved to be resilient in the face
of increased competition and the effects of
the drought on demand.
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In contrast, our Plastics business had a
difficult year. The challenges in trays and
films continued and preforms and closures
were affected by subdued demand
exacerbated by the introduction of the
Sugar Tax on carbonated soft drinks. Bins
and crates delivered reasonable operating
results despite the drought and the FMCG
business had another good year.
The plastics business was also affected by
the industry-wide strike which began midOctober 2018. Mpact eventually settled
with its unions at company level and the
striking workers returned to work after six
weeks. I must commend our colleagues at
the affected operations for their resilience
and the way they were able to maintain
customer supply through the disruptions.
The further delays in improving the
performance of our PET recycling plant
were very disappointing. The new washing
line was eventually installed in February
2019. The wet grinding equipment will be
commissioned at the end of April 2019.
We deeply regret the accidental death
of one of our Springs Mill colleagues,
Maans Swart, who was fatally injured while
performing work on an electrical panel on
the 21st of November 2018. Our heartfelt
condolences go out to his wife, two
sons and the rest of his family, friends
and colleagues. The accident has been
thoroughly investigated and measures are
in place to prevent any reoccurrence.

Delivering on our strategy
The Group’s safety performance was
disappointing, despite significant progress
in implementing the various aspects of our
safety plan. The lost time injury frequency
rate increased to 0.47 per 200,000 man
hours (2017: 0.37) while the serious injury
frequency rate was 0.65 compared to 0.60
the year before.
Part of the deterioration in the injury frequency
rate is likely to be attributable to improved
reporting of injuries, particularly at Remade,
which was acquired in 2016. However, we
are also concerned about the increasing
levels of hypertension in our workforce,
which we believe reflects the stress many
workers feel from ongoing social, political
and economic instability in the country.
This is corroborated by the feedback I
received from my visits to our operations,
the reports from the wellness call centre
and by our investigations into serious
injuries that analyse the 48 hours leading
up to the incidents. This stress translates
not only into increased absenteeism, but
also into ‘presenteeism’, where workers are
physically present but mentally distracted
by their stress factors. The safety of our
workforce is extremely important to us and
every injury is one too many. During the
year we initiated a wellness programme
to support employees that incorporates a
24-hour call centre offering health, social,
psychological, financial and legal support,
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and we implemented more comprehensive
clinic services at the operations for primary
health care. We have also implemented a
number of other initiatives to improve our
safety performance, which are discussed
on page 46 of the Sustainability review.
The Group financial performance improved
on the prior year with revenue growth
of 4.9% to R10.6 billion and underlying
operating profit increasing 47.3% to
R672 million. This translated into an
increase of 25.1% in underlying earnings
per share to 208 cents and a return on
capital employed (ROCE) of 10.7%. While
we are pleased with the improvement we
still have some way to go to achieve our
targeted returns.
Our primary financial performance focus
in the Group is on generating a ROCE
above our target of 15% while ensuring
sustainable growth. The focus on ROCE
defines our capital sourcing and allocation.
Mpact completed a major capital
investment cycle in 2018 and our key focus
for the coming year will be to optimise the
performance of these capital investments.
The opening of the new corrugator
at our Port Elizabeth facility in April
2018 represented the final stage of the
current cycle of capital investment in the
Corrugated business. The new facility
extends Mpact Corrugated’s national
manufacturing footprint and enables us
to consistently to offer customers the
highest levels of quality and service with
products that are worth their price. One
of our customers present at the opening,
Oom SP Ferreira, told us that he has been
buying fruit boxes from Mpact for the
past 65 years and had an invoice from
1953 to prove it. We are very proud to
be associated with customers such as
Oom SP who have shown remarkable
commitment to their communities over
many years while developing substantial
sustainable businesses despite challenges
such as the recent drought.
The change in Chinese policy on imported
waste and the BBC’s Blue Planet II
series have recently sharpened the
focus of consumers, brand owners and
governments on plastic packaging and
its effect on the environment. While this
is entirely understandable when looking
at images of plastic pollution, we believe
that plastic packaging that is recycled will

Operational review

Sustainability

prove to be a sustainable, and in some
cases the preferred, means of protecting
and promoting goods and minimising food
waste. One could reasonably expect that
single-use, non-recycled packaging of
any substrate will be phased out globally
over the medium-term with many major
brand owners having already made public
commitments in this regard.
This presents opportunities for which
Mpact is well placed. Mpact’s integrated
business model focuses on closing the
loop on plastic and paper packaging
through recycling and beneficiation and
we were pleased to be recognised in
this regard as the winner of the 2018
Sustainability Award at the National
Business Awards. We have also recently
increased our packaging innovation efforts
to offer customers viable alternatives to
non-recycled products. During the year
Mpact won five Gold Pack awards for
innovative products and the Corrugated
business was recognised as supplier of the
year to Famous Brands and Kaap Agri.

Human capital and
transformation
Transformation is key to the Group’s
sustainability and we continue with the
various initiatives in place to improve
representivity in our workforce, improve our
B-BBEE score and identify opportunities
to drive genuine empowerment. Our
partnership with Dalisu Holdings focuses
on commercialising one of the by-products
from the paper manufacturing business
and has been successful in finding more
customers for its dust suppression
product. It also made good progress
during the year in securing financing and
planning for its new manufacturing facility,
construction of which will start in the first
half of 2019. The total investment value is
estimated at R250 million of which Mpact
is funding R50 million.
A further six students were offered
bursaries through the Mpact Bursary
Scheme, which is available to qualifying
dependants of our employees for their
tertiary studies. There are now 19 students
in the programme and three students
successfully finished their studies in
2018. We see this initiative as a key way
of supporting deserving members of the
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Mpact family to achieve their full potential
and become inspirational role models for
their families and communities.
Mpact operations participate in a number
of corporate social investment projects in
local communities that support upliftment.
These projects aim to make a real
difference in the lives of the people in these
communities. One such project is Project
Dignity, which empowers young girls
through education and access to sanitary
wear to reach their full potential.

Outlook for 2019
Recent developments in South Africa
suggest government is serious about
fiscal discipline, tackling corruption and
restoring the performance of state owned
enterprises, which gives some hope for
our future growth prospects. In the short
term however we expect subdued growth
to persist. Profit margins will be adversely
impacted by carbon tax and above
inflationary cost increases in electricity,
water and other administered services.
Based on current estimates, the Group
will be liable for approximately R4 million in
carbon tax in 2019 and R8 million in 2020.
Several initiatives are under way across the
Group to reduce carbon emissions.
Our focus in the year ahead will be on
achieving the full benefits on the capital
projects, realising the potential of the
Polymers plant and improving profitability in
the underperforming plastics businesses.
We expect to see further improvement
in the operating performance of the
Paper business as the recent projects
are optimised and fruit volumes improve
in the Western Cape following the
drought. We will also increase our product
development efforts to capitalise on
opportunities arising from the shift away
from non-recycled packaging.

Bruce Strong
Chief Executive Officer
12 March 2019
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Management
We have a well-balanced
senior management
team with many years of
industry experience and the
necessary strategic skills.

Bruce William Strong (50)

Brett David Vaughan Clark (54)

CEO

CFO

BSc (Eng) (Summa cum laude) (University of
KwaZulu-Natal), BCom (Hons) (University of
South Africa) AMP (Harvard Business School)

BCom, Post-Graduate Diploma in
Accounting (University of Port Elizabeth),
CA(SA), CIMA, AMP (Harvard Business
School)

Bruce has been the CEO of Mpact since
2009. Prior to being appointed CEO, he held
various management positions in Mondi, both
in South Africa and Europe. Bruce has 24
years’ experience in the paper and packaging
industry. He also currently serves as Chairman
of both the Paper Manufacturers Association
of South Africa and Packaging SA, and is the
immediate past Chairman of the South African
Manufacturing Circle. He is now a member of
the Social and Ethics Committee.

John William Hunt (55)

Neelin Naidoo (55)

Noriah Sepuru (47)

BSc (Eng), MSc (Eng)
(University of KwaZulu-Natal)

MBA (Herriot Watt University, United

FCIBM, ACIS, Advanced Company Law
II (Wits)

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.

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 Polyco.

Executive Committee
Management
Executive Director
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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.
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Kingdom), FCIS, FCMA

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 the 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.
She is also a member of the Technical
Committee of the Chartered Secretaries
Southern Africa.
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Johan Stumpf (51)

Ralph von Veh (67)

Hugh Michael Thompson (53)

BEng (Hons) (Industrial), (University of Pretoria)

Ralph was the Managing Director of the
Corrugated division until 31 December
2015, having been in this position
since 1999. Ralph represents Mpact’s
interests on the Boards of various Mpact
subsidiaries, including Mpact Polymers,
Detpak and associates. Ralph has more
than 40 years’ experience in the paper
and packaging industry.

BCom, CTA (University of South Africa),
CA (SA)

Ziyaad Carrim (38)

Penny Ntuli (40)

Georgina Sarah Robinson (35)

Ziyaad has held the position of Head of
ICT since August 2013, and has over 15
years’ ICT experience within the Mpact
group. His previous role was as the
Infrastructure Manager of the group

MComm (Tshwane University)

BA LLB, LLM (Taxation), LLM
(Commercial Law) (University of Cape
Town)

MBA (Cum Laude)

Johan joined Mpact in October 2015
and is the Managing Director of the
Corrugated business. He previously
served as Managing Director of the
Klein Karoo Group and subsequently
as Managing Director of Sundays River
Citrus Company, 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.

Penny joined Mpact as Group
Communications Manager in
November 2018. She was previously
a Communications Director (SA) and
Public Affairs Director (GMEA) at Tetra
Pak for 5 years. She’s served in various
organizations including Multichoice, Tiger
Brands, Sentech and GCIS. Penny holds
a Masters degree in Communication
(Tshwane University), and various
qualifications from UJ, PRISA, Wits
Business School and Institute for the
Advancement of Journalism.

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.

Gina has held the position of Group
Legal Counsel since May 2015. She
was previously employed by ENS Africa
in its corporate commercial department.
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Paper business
PRE-CONSUMER RECYCLABLES

MPACT RECYCLING
66% of recovered paper
is used internally
OUR RECYCLING
PARTNERS
• Kerbside collectors
• Collection domes
at schools, community
centres and offices
• Collectors
• Buy-Back Centres
& Country Dealers

RECYCLING
SITES

34% of recovered paper
is sold to external
customers

Leftover trim and
cuttings returned to
Mpact recycling

COLLECT SORT BALE

POST-CONSUMER RECYCLABLES

OPERATIONAL ACTIVITIES
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Operation

Location

Activities

Mpact Recycling

16 recycling operations around
South Africa

Recovered recyclable materials such as paper and used PET bottles are
sourced through pre- and post-consumer programmes. Materials are
sorted and baled and used by Mpact’s paper mills and Mpact Polymers
as raw materials. 66% of the paper recovered by Mpact Recycling was
consumed internally in the production of cartonboard and containerboard
products, with the balance sold off to external customers.

Paper mills

Three mills in Springs (Gauteng),
Felixton (KwaZulu-Natal) and
Piet Retief (Mpumalanga)

Manufacture recycled-based packaging and industrial paper grades such
as containerboard and cartonboard. Approximately 31% (2017: 30%)
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 with the balance sold to other converters.
The top 10 external paper manufacturing customers represented
approximately 75% (2017: 72%) of paper manufacturing external sales
in 2018. Around 14% (2017: 14%) of products produced were exported,
mainly to other African countries.
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MPACT
PAPER MILLS
ACTIVITY: Produce different types of paper
and board made from a combination of
recycled paper and virgin fibres.

Sustainability

Governance

69% of products
(tonnes) sold externally
to local and
international customers

Financial statements

CUSTOMER
USE

Administration

RECYCLE

OUTPUT: Rolls and sheets of paper,
containerboard and cartonboard.

31% of products (tonnes)
sold internally to Mpact’s
Paper Converting factories
and subsidiaries

CUSTOMER
USE

MPACT
PAPER CONVERTING

CONSUMER
USE

ACTIVITY: Convert paper and board into
different types of corrugated and other paper
packaging products.
OUTPUT: Corrugated paper packing
products. High-quality graphic printing
services and other converted paper products
primarily for the QSR sector.

Operation

Location

Activities

Nine converting plants
in South Africa, one in
Mozambique and two in
Namibia

Manufacture premium quality corrugated packaging products, provide
high-graphic printing capabilities and other converted paper products
primarily. 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. Around 40%
of converted paper product customers are in the agriculture industry with
60% involved in the FMCG and industrial sectors.

Paper converting
Corrugated

Detpak
South Africa
(51% held)
Distributor

RECYCLE

Aeroton (Gauteng)

Manufactures an extensive range of paper and board packaging solutions
including cups, lids, cartons, bags, napkins, trays and clam shells for the
QSR sector.
Mpact has distribution rights to sell Mondi ProVantage Baywhite™
(a premium quality white top kraftliner) and Mondi ProVantage BayKraft™
(a premium quality kraftliner) in sub-Saharan Africa.
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Paper business (continued)

Strategy and objectives
Mpact’s integrated business model is uniquely focused on closing the loop in plastic and paper packaging through recycling and
beneficiation of recyclables.
Mpact’s Recycling business represents the start of our paper and packaging value chain by securing supply of material for the paper mills
and driving input cost management. It also supplies material for the Mpact Polymers rPET plant and the liquid-packaging recycling plant at
the Springs paper mill.
The three paper mills produce recycled-based packaging and industrial paper grades such as containerboard and cartonboard, which
are sold to Mpact’s paper converting business and external customers. The main external markets for our packaging and industrial paper
include corrugated board producers, box producers and other containerboard converters.
The Paper Converting business converts the paper from the mills into a broad range of packaging used by businesses and farmers to
protect, transport and display their products.

Operational performance
In Port Elizabeth the new corrugator was successfully commissioned during January 2018 and the new converting equipment during
September 2018.
Segment revenue increased by 7.0% to R8.3 billion. External sales volumes, excluding Recycling, increased by 3.7% with higher sales
volumes of containerboard and corrugated packaging. The increase in containerboard sales volumes was due to higher production following
the Felixton mill upgrade. Growth in fruit packaging volumes predominately in citrus, avocados and bananas was partially offset by declines
attributable to the drought in the Western Cape. Underlying operating profit increased by 56.7% to R694.4 million as a result of improved
gross profit. Margin increased as a result of lower recovered paper costs and higher global containerboard prices.
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Segment revenue (R’m)
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Changes to Chinese waste policies resulted
in increased availability of recovered paper
at a reduced cost and exports of local
recovered paper decreased during the year.
498,952 tonnes of paper were recovered
by Mpact and Remade Recycling in 2018,
most of which was internally recycled into
the 430,673 tonnes of paper products at
the three paper mills.
The remaining recovered paper collected
by Mpact Recycling was sold to external
customers.
Volumes in the corrugated and converted
paper products business increased despite
the impact of the drought on fruit volumes
and the highly competitive market. Saleable
production of 438 million m2 of corrugated
packaging was achieved in 2018 (2017:
428 million m2).
Combined sales of recycled containerboard
and cartonboard increased to 420,486
tonnes for the year ended 31 December
2018 (2017: 403,496 tonnes) and exports
increased to 69,370 tonnes.
Despite sustained pressure on consumers
and the resultant impact on quick service
restaurant (QSR) customers, Detpak
benefited from the shift to paper packets
and improved performance.
Mpact’s commitment to social
and environmental responsibility is
demonstrated in the importance given by
our operations to water efficiency, energy
efficiency and the responsible management
of raw materials throughout the product
life cycle of our products. Total energy
usage per tonne of product from the paper
business manufacturing sites decreased
2% to 6.76GJ per tonne of product in
2018 from 6.92GJ per tonne of product in
2017. This contributed to a 3% decrease
in combined Scope 1 and Scope 2
Greenhouse Gas (CO2e) emissions from
0.93 tonne CO2e per tonne of product in
2017 to 0.91 tonne in 2018.
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Water use efficiency is entrenched as a key
consideration in process optimisation and
in the design of new or upgraded plant,
in the context of South Africa as a water
scarce country. Total water consumption
per tonne of product decreased 5% from
6.24kℓ per tonne of product in 2017 to
5.93 kℓ/ tonne of product in 2018.

Capital investments
With the capital investment cycle of the last
five years now largely complete, the focus
in 2018 shifted to delivering the benefits
of these investments. The ramp up of the
Felixton paper mill after the completion
of the upgrade last year continues and
delivered on our profit targets for the year.
The rebuild of the wet end of the Piet Retief
mill was completed on time and within
budget, and the resulting improvement in
quality has been better than anticipated.
The R150 million project to modernise and
expand the Port Elizabeth corrugated plant
was completed during the year and the
facility officially opened in April 2018.
The expansion includes a state of the
art corrugator that more than doubles
the factory’s capacity while improving
quality, production efficiencies and key
sustainability metrics such as energy
usage. The upgrade aims to meet the
growth in demand for citrus packaging
in the Eastern Cape on the back of
substantial investments by Mpact’s
customers. The final phase of the project
included the installation of a fully-integrated
printing and converting machine and a
flatbed die cutter. The expansion extends
Mpact Corrugated’s national manufacturing
footprint, allowing us to provide the highest
levels of quality and service to customers,
supporting them through our focus on
product development, innovation and
supply chain management.

2,382

8,286

Paper

Plastic
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Paper business (continued)

Material risks and opportunities
Group key risks and opportunities are discussed on
pages 69 to 73, while the most significant risks and opportunities that could
specifically influence the Paper business are shown in the table below. These risks and opportunities are managed on a continuous basis.

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.

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 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 is key to ensure customer retention and expansion.

Water supply restrictions

• Monitor water consumption regularly 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 at the Felixton Paper mill.

Power supply outages resulting in lost
working hours and supply shortages

• Ongoing communication with Eskom and local municipalities.

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

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

• Work different shifts to manage capacity.

• Monitor land reform policies and impact on agricultural customers.

The challenges and risks our Paper operation faces also include a number of opportunities and our strategy aims to ensure that we make
the most of these. Opportunities we have identified include:
• Continuing to offer employment opportunities for entrepreneurs and for traders to deliver recovered paper to buy-back centres.
• Optimising and expanding operations with upgraded plant and equipment.
• Acquisition opportunities in converted paper products.
• Continuing to educate consumers and municipalities regarding the benefits of recycling.
• Aligning capital spend with growth industries in existing regions.
• Export opportunities into the rest of Africa and other regions.
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Case Study
Packaging
made perfect
Four burgers. Two portions of chips. One cost-effective,
sustainable and consumer friendly package. This was
the challenge presented to us by Steers when we
partnered with them to develop the packaging for their
“Perfect Four” meals.
Grouping so many portions together in a way that
presents the food well and stops the contents sliding
around or mixing together during delivery or service,
required some innovative thinking. Mpact was more than
up to the challenge.
The result is a unique, food-safe, environmentally friendly
and fully recyclable design that smartly and effectively
compartmentalises the portions in a breathable, heatretaining and protective take-away format, complete with
a sturdy carry handle for the “on the move” consumer.
Branded with the iconic Steers flexo artwork, the pack
encourages consumers to chip in and share a great
value meal together. On the production side, transport
and storage costs are minimised as the pack can
be stored flat and is easy and quick to fold in stores,
enabling Steers to improve their margins while offering
an attractive deal to the cost-conscious consumer.
With “zero-landfill impact” and a practical, economically
viable design, the “Perfect Four Sharing” packaging
sets a new standard in the industry. By approaching
a challenging problem with a fresh perspective and
considering the impact of our actions, we were able to
find a solution that works, not only for our client, but
for the environment at large. It is another step on our
journey towards a circular economy.
The Steers Perfect Four Sharing package won a Bronze
Award for Secondary and Transit Packaging category at
the 2018 Goldpack Awards.
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Case Study
Sharing
great ideas
When Fishaways approached us to develop new
packaging ideas for their Sharing Meal, we saw an
opportunity to innovate and create something truly
sustainable, economically viable and consumer-friendly.
Featuring a uniquely tapered shape that consists of an
easily assembled base and a removable sliding sleeve
with locking tabs and a serviette slot, the design appeals
to the cash conscious consumer by presenting a sense
of abundance and value for money, while eliminating
unnecessary waste. Covered in instantly recognisable
Fishaways flexographic printed artwork, the Sharing Meal
packaging is food safe and 100% recyclable, serving
as an environmentally friendly and visually appealing
replacement to the previous polystyrene version.
Every aspect of the design was carefully considered to
be as cost-effective and sustainable as possible. The
innovative packaging provided our client with both a
lower unit cost and a fully recyclable solution with high
consumer appeal. It is this kind of thinking that benefits
both our client and the environment at large which led
to Mpact being recognised with a Gold award at the
prestigious 2018 Goldpack Awards.
Our client relationships are built on trust and innovation.
Being committed to their success not only motivates us
to create the most effective packaging for them, it drives
us to create the most sustainable solutions for us all, as
we continuously work to eliminate waste on our journey
to a true circular economy.
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PRE-CONSUMER RECYCLABLES

Plastics business

MPACT RECYCLING
13,571 tonnes
of plastic bottles
supplied to Mpact
Polymers

OUR RECYCLING
PARTNERS
• Kerbside collectors
• Collection domes
at schools, community
centres and offices
• Collectors
• Buy-Back Centres
& Country Dealers

RECYCLING
SITES

COLLECT SORT BALE

POST-CONSUMER RECYCLABLES

OPERATIONAL ACTIVITIES
Operation

Location

Activities

Plastic converting
Trays and Films Paarl (Western Cape)
Wadeville (Gauteng)
Bins and Crates Atlantis (Western Cape)
Brits (North West)

Manufactures large injection moulded plastic jumbo
bins for the agricultural market, environmental wheelie
bins, plastic pallets and crates.

Preforms and Closures Two sites in Wadeville (Gauteng)

Manufactures closures, PET preforms, bottles and jars
for the food, beverage, personal care and homecare
industries.

FMCG* Pinetown (KwaZulu-Natal)
Atlantis (Western Cape)

* Fast-Moving Consumer Goods
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Manufactures plastic trays and clear plastic film.
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Manufactures injection moulded, extrusion
blow-moulded, injection stretch blow-moulded bottles,
jars, containers and closures for the food, beverage,
personal care, homecare and pharmaceutical
industries.

Introduction

Company Overview

Strategic overview

Operational review

MPACT POLYMERS
ACTIVITY: Bottle-to-bottle facility which
produces recycled polyethylene
terephthalate (rPET).

Sustainability
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1,611 tonnes
sold to other
plastic converters
who make plastic
products
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CUSTOMER
USE

OUTPUT: A recycled raw material used
for the manufacturing of new plastic PET
bottles from previously used PET bottles.

4,440 tonnes
converted
internally

CUSTOMER
USE

MPACT PLASTICS
ACTIVITY: Manufactures rigid plastic
packaging in southern Africa.

CONSUMER
USE

OUTPUT: A range of plastic packaging
products for the food, beverage, personal
care, homecare, pharmaceutical,
agricultural and retail markets.

RECYCLE

Operation

Location

Activities

Mpact Polymers

Wadeville (Gauteng)

Developed in collaboration with key customers,
this plant converts collected used PET bottles into
recycled PET pellets that are used internally by
the Mpact Plastics businesses or sold to external
customers.

rPET plant
(69% owned by Mpact
and 31% by the IDC)
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Plastic business (continued)

Strategy and objectives

Segment revenue (R’m)
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Mpact Polymers recycles PET bottles to
produce high quality recycled PET (rPET)
that supports the international drive to
increase the percentage of recycled material
in plastic packaging. At full capacity the
plant will convert 29,000 tonnes of used
PET bottles into 21,000 tonnes of rPET.
The Plastics converting business converted
86,928 tonnes (2017: 93,801 tonnes) of
plastics into packaging products in 2018.

Operational performance

168

150

Mpact focuses on growth through
innovation, the substitution of alternative
packaging materials with rigid plastics,
organic expansion through optimisation and
new projects as well as acquisitions.

Plastic
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The Plastics business delivered revenue of
R2.4 billion (December 2017: R2.5 billion),
a decrease of 3% due to lower sales
volumes, partially offset by higher average
selling prices. Sales volumes in the Plastics
converting business decreased by 10.6%
primarily because of declines in preforms,
crates and jumbo bins. Sales of PET trays
were up on new capacity, styrene trays
were down due to increased competition
and lower demand. Backward integration
by customers and the effects of the Sugar
Tax led to lower preform sales. Crate sales
reduced due to subdued demand and the
end of a supply contract in January 2018,
while jumbo bin sales were impacted by the
drought.
Mpact Polymers sold 6,051 tonnes of rPET
during the year (2017: 7,460 tonnes) of
which 4,116 tonnes (2017: 4,374 tonnes)
were to external customers.
Underlying operating profit for the Plastics
converting business decreased 9.0% to
R129 million (2017: R142 million) mainly due
to overcapacity in the styrene sector and
increased polymer prices which could not
be recovered in the weak market, resulting
in lower margins. The plastics operations
were affected by the national strike in the
plastics industry which disrupted production
for six weeks.
Mpact Polymers reported an operating loss
of R80 million, with production in line with
the prior period, but below expectation. The
business experienced low yields and higher
maintenance costs due to dirty feedstock

of PET bottles and inadequate washing.
Delivery of new bottle washing equipment
was delayed from the fourth quarter of 2018
to the first half of 2019 due to a delay in
securing funding.
Mpact Polymers successfully concluded the
restructure of its existing debt facilities. As
part of the restructure, the IDC increased
its shareholding by 10% to 31% and
R146 million of IDC senior debt was
converted into an interest free loan.
Total tonnes of product sold decreased from
2017, with growth in FMCG offset by lower
volumes of preforms and closures, and
jumbo bins. The agricultural sector reflected
the effects of the continuing drought in our
key target markets, which affected volumes
of apple trays and jumbo bins. Volumes in
the FMCG business improved and product
mix as well as cost control were favourable.
Mpact Plastics took steps to address and
improve competitiveness in the current
challenging operating environment,
including developing a plan to relocate
some of the styrene capacity from Paarl
to Johannesburg, lightweighting products,
increasing PET capacity in Versapak and
restructuring at Versapak in Paarl and at
its preforms and closures operation in
Wadeville.
Mpact Plastics is achieving significant
progress in reducing its environmental
footprint through an ongoing programme
of upgrading plants with new process and
ancillary equipment, and we installed our
second solar PV array at our Wadeville plant.
However, reduced market demand that
led to decreased production has masked
some of these gains. Energy consumption
per tonne of product increased to 5.08GJ in
2018 from 4.88GJ per tonne of product in
2017. As a result, combined Scope 1 and
Scope 2 Greenhouse Gas (CO2e) emissions
increased by 1.4% in 2018 to 1.41 tonnes
(2017: 1.39).
Water consumption declined by 5.7% to
1.79 kℓ per tonne of product from 1.90
kℓ per tonne in 2017. Air cooled chillers
were installed in Atlantis, which contributed
to significantly reduced municipal water
demand.
The rPET plant remains an important
strategic asset that can play an important
role in reducing waste to landfill and at
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full capacity will save 180,000 m2 of landfill space each year. Other recycling initiatives include wheelie bin and crate recovery programmes,
which have been developed at our container plants to reduce the demand for virgin polymer.

Material risks and opportunities
Group risks are discussed on
pages 69 to 73 and the most significant risks that could specifically influence the Plastics business (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.

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

• Enhance competitiveness through optimisation programmes and investments.

• Continuous market monitoring and proactive pricing.

• Explore alternative product offerings.
• Investigate cross-border opportunities.

New international and local plastic
manufacturers entering the market.

• Use of rPET to enhance cost-competitiveness and maintain margins.
• Product innovation.
• Continued focus on customer service.

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

• Ongoing communication with Eskom and municipalities.

Drought

• Discussions with customers, water authorities and municipalities.

Sugar Tax

• Developments regarding the Sugar Tax will be monitored closely as well as the
effect on our beverage customers’ sales volumes.

• Work additional shifts to manage capacity.

Opportunities identified for our Plastics operation include:
• Acquisition and other expansion opportunities.
• Product innovation.
• Additional exports into the rest of Africa.
• Exporting jumbo bins into Europe.
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Case Study
Turning waste
into wealth
In the current economy, many South Africans are
discovering the financial rewards of collecting waste
paper and cardboard. With the recycling industry already
providing jobs for 100,000 South Africans, it is clearly a
growth industry.
From the collectors pulling their trolleys, to the
entrepreneurs and small business owners running trucks
and collection centres, Mpact Recycling works hard to
support these industrious South Africans, collecting over
630,000 tonnes of waste paper, cardboard, PET bottles,
milk and juice cartons every year and helping more
than 50 ambitious entrepreneurs with their recycling
businesses.
It is this entrepreneurial spirit that inspired Mpact to start
its innovative Cash Truck programme. By encouraging
independent owner drivers to take on a second truck
and purchase recyclable cardboard more informally,
a new revenue stream is created for the drivers and
more material is collected. Mpact works closely with the
drivers, training and preparing them.
Various collection points were set up in the major cities
and, while initially collection volumes were slow, they
have grown to over 1,400 tonnes a month, indirectly
providing income opportunities for over 500 people.
Not only does this make the Cash Truck programme
one of the largest suppliers of loose cardboard to Mpact
Recycling in South Africa, it also provides a benchmark
case that a truly circular approach to the economics of
our sector is sustainable and beneficial to all.
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Abridged sustainability review
Mpact’s focus on business
excellence includes a
commitment to responsible
business practices in
terms of environmental
responsibility, excellence in
safety, social sustainability
and the principles of good
corporate governance.
These concepts are evident
in our slogan “Smarter,
Sustainable Solutions”
and are integrated into
our strategy and business
activities.

Approach to sustainability
The Board is assisted by the Social and
Ethics Committee in monitoring Mpact’s
performance as a good and responsible
corporate citizen.
Policies and procedures are in place to
address disciplines including safety, health,
environment and energy, transformation,
procurement, human resources, financial
management and maintenance. These
policies set the framework within which
Mpact manages its business and,
together with its Code of Ethics, provide
a blueprint for employees, suppliers
and partners to ensure a co-operative,
co-ordinated approach.
Sustainable development is co-ordinated
by the Group Risk and Sustainability
Manager (GRSM), who drives continual
improvement across the operations in
industrial safety, health and environmental
(SHE) standards. This is achieved through:
• Twice-yearly SHE Centre of Excellence
meetings at which representatives of
all Mpact sites are invited to participate
in discussions and receive direction
on safety, health and environmental
management.
• Twice yearly Energy Centre of
Excellence meetings are headed by
the Group Energy Manager where site
energy champions gather to discuss
new technologies and methodologies
for energy management and green
energy generation.
• Setting challenging safety and
environmental targets in discussion
with the Executive Committee and
Board. These are communicated to
the sites and disclosed in the annual
Sustainability review.
• Monitoring and reporting of SHE
performance to the Executive
Committee every month in the General
Management report.
• Continual enhancement of the SHE
reporting system to improve data
accuracy, relevance, ease of use and
comprehensiveness of reporting.
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• Quarterly presentations by the GRSM
on SHE performance to the SHE
Management Committee (consisting of
the Mpact Executive Committee and
other invited attendees) and the Social
and Ethics Committee of the Board.
SHE strategy development is also
discussed at these meetings.
• Annual visits by the GRSM to
operational sites to interact with
management and SHE officers on site
and review SHE performance and plans,
and to communicate strategic initiatives
in SHE management.
• Five-year management plans have been
developed for energy (including CO2e
emission management), water and
waste across the business.
• A Centre of Excellence meeting for
human resources is held twice yearly
under the supervision of the HR steering
committee.
Business excellence programmes
established as part of the Group’s
optimisation strategy focus on efficient
operational performance and asset
management, which include Centres of
Excellence for human resources, safety
and environmental functions.
Stakeholder engagement informs our
approach to sustainability, helps us define
the material matters that shape our
reporting and guide our value-creation
strategy. Our relationship with our
stakeholders is discussed in more detail
page 50.
on
The Group’s sustainability approach and
performance for the year are discussed
in more detail in the Sustainability review
available online at www.mpact.co.za.
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People development
Human capital in the form of our
employees is a critical resource and
Mpact’s success is dependent on our
ability to attract, develop and retain the
talent and experience required to execute
our strategy. Our Fair Employment and
Promotions Philosophy incorporates
merit-based employment equity to address
diversity throughout the organisation,
particularly in terms of race, gender and
disabilities.

Broad-based black
economic empowerment
Mpact’s Group Transformation Philosophy
entrenches our commitment to the
country’s transformation agenda and our
transformation goals reflect our vision, core
values, culture and approach to people
development at all levels in the business.
The Mpact Foundation Trust serves both
as a vehicle for B-BBEE ownership and to
channel the benefits of empowerment to
selected beneficiaries.

Social and relationship
initiatives
Mpact believes in the importance of
embracing and creating value for the
communities in which we operate.
Community engagement is recognised as
a business imperative and a cornerstone of
sustainable investment. Our CSI strategy
demonstrates the Group’s role as a
responsible corporate citizen by enabling
partnerships with communities through
financial support as well as volunteerbased projects by our employees.

Mpact and the
environment
Environmental sustainability is a core value
for the business and reflects the key role
Mpact plays in closing the loop on the
circular economy through our recycling
activities. We focus on responsible
sourcing of raw materials and most of our
fibre and an increasing proportion of PET
(for beverage bottles and fruit punnets) and
HDPE (for use in crates and wheelie bins)
is supplied by the Recycling division and
recycling practices at operations.

Operational review

Sustainability

Our operations, particularly our paper mills,
are very dependent on water and our focus
on optimising water use acknowledges
that South Africa is a water-scarce
country. Total water consumption for 2018
increased by 1% to 4,378 megalitres
(2017: 4,340 megalitres) compared
to a 5% increase in total production.
Specific water use for manufacturing
sites decreased from 5.7 kl/t to 5.5 kl/t.
Sales volumes were flat. Mpact has five
manufacturing operations and a large
client base in the agricultural sector in the
drought-affected Western Cape. Water
conservation efforts over the past two
years have resulted in municipal water
consumption decreasing 47% against
the 2015 baseline with Versapak Paarl
achieving a saving of 72%.
Mpact’s Group Energy Manager is
responsible for analysing the energy usage
profiles of our manufacturing plants,
developing programmes to monitor and
report usage, and assisting with projects to
reduce energy use and generate alternative
energy where possible.
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Environmental legislation in South Africa
continues to evolve, becoming increasingly
complex and onerous. Ensuring
compliance with all relevant legislation that
applies to Mpact is a priority. The Group
Risk and Sustainability Manager sits on
the PAMSA Environmental Committee and
participates in interactions with government
regarding emerging legislation.

Sustainability metrics
• B-BBEE Contributor Status Level 4 on
the new Codes (2017: Level 3 on the
old Codes).
• Greenhouse gas emissions for
manufacturing tCO2e 0.96 t/tonne
(2017: 1.03 t/tonne).
• Water consumption for manufacturing
operation 5.47 kℓ/tonne
(2017: 5.68 kℓ/ tonne).
• Energy consumption for manufacturing
operations 6.52 GJ/tonne
(2017: 6.59 GJ/tonne).
• Recovered recyclables 630,311 tonnes
(2017: 661,797 tonnes).

Processes have been put in place to
reduce our energy use, our environmental
footprint in terms of greenhouse gas and
other atmospheric emissions, fossil fuel use
and ash generation.

• Mpact Foundation Trust awarded
19 fully-funded bursaries to dependants
of Black Mpact employees.

Manufacturing sites use online metering to
ensure accurate reporting and availability
of real-time and routine energy reporting
data. Energy savings are evaluated at every
site each month against the 2014 baseline
consumption. A 715 kWp solar PV facility
was installed at our Plastics Versapak Paarl
plant during 2017, a second 1,026 kWp
facility was installed at Wadeville in 2018
and further solar PV installations are being
negotiated for other Mpact sites.

• Serious injury frequency rate (SIFR)
increased to 0.65 (2017: 0.60).

Energy-efficiency initiatives implemented in
2018 include:
• Upgrading boilers at Piet Retief and
Springs Paper mills.

• CSI spend was R3.5 million
(2017: R4.9 million).

• Skills development programmes
offered to 4,497 employees
(2017: 3,982 employees).
• Supported 191 individuals
(2017: 224 individuals) on apprentice
and learnership programmes, of whom
92% (2017: 95%) are from previously
disadvantaged backgrounds.
• Training and skills development 63,031
man-hours (2017: 70,257 man-hours).
• Trained 50 Black unemployed disabled
youth (2017: 50).

• Installing a new boiler at Mpact
Corrugated in Port Elizabeth.
• Achieving and exceeding the targeted
15% energy reduction at Felixton mill.
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Social and Ethics Committee report
Transparent and open
communication with
stakeholders is critical to
the long-term success
of the Company
Ntombi Langa-Royds

“Mpact’s transformation
agenda is built on the
premise of sustainability
and inclusiveness. This will
ensure that our stakeholders
benefit over the long term.
To this end, Mpact is guided
by its Transformation Policy.”

Introduction
The Social and Ethics Committee (the
committee) assists the Board in monitoring
Mpact’s performance as a good and
responsible corporate citizen and performs
its duties in terms of regulation 43 under
the Companies Act, No. 71 of 2008 (the
Companies Act). The Committee is further
governed by its terms of reference which
are reviewed annually and updated with
relevant changes to legislation, other legal
requirements and codes of best practice.

Composition and meeting
procedures
The Committee comprises four
independent Non-executive Directors
and one Executive and is chaired by
Ntombi Langa-Royds. Other members of
the Committee are Maya Makanjee, Neo
Dongwana, Andrew Thompson and Bruce

48

MPACT Integrated Report 2018

Strong. Bruce Strong was appointed on
21 December 2018. Key senior managers
attended meetings of the Committee
by invitation. The Committee held four
meetings during the year under review and
attendance at these meetings is shown on
page 65.
Biographical details of the Committee
members are provided on pages on
pages 60 and 62 and the fees paid
to Committee members are outlined on
page 91.

Integrity and ethics
Mpact’s standard of integrity and
ethics in dealing with its internal and
external stakeholders is outlined in the
Group’s Code of Ethics available on our
. The Code translates Mpact’s
website
values into practical action. The Committee
is responsible for monitoring application of
the Group’s policies of best practice with
regard to the commitment to, governance
of and reporting on Mpact’s sustainable
development performance.
Employees also have access to Tip-offs
Anonymous, a whistle-blowing facility
independently administered by Deloitte &
Touche, to report allegations of improper
conduct.

Role and function
The Committee operates within its terms
of reference and reports its proceedings
to the Board on a quarterly basis. The

Committee further reports to shareholders
at the Annual General Meeting on relevant
matters.
The Committee monitors the Company’s
activities, having regard to any relevant
legislation, other legal requirements and
prevailing codes of best practice with
regard to matters relating to:
• social and economic development,
including the Group’s standing in terms
of the goals and purposes of:
–– the 10 principles set out in the
United Nations Global Compact
Principles;
–– the OECD recommendations
regarding corruption;
–– the Employment Equity Act; and
–– the Broad-Based Black Economic
Empowerment Act;
• good corporate citizenship, including
the Company’s promotion of equality,
prevention of unfair discrimination and
elimination of corruption;
• contribution to the communities in
which its activities are predominantly
conducted or within which its products
or services are predominantly marketed,
including sponsorship, donations and
charitable giving;
• the environment, health and public
safety, including the impact of the
Company’s activities and of its products
and services;
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• consumer relationships, including the
Company’s advertising, public relations
and compliance with consumer
protection laws; and
• labour and employment, including:
–– the Group’s standing in terms of the
International Labour Organisation
Protocol on decent working
conditions; and
–– the Group’s employment
relationships, and its contribution
toward the educational development
of its employees.

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 continued
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 matters are discussed
page 52 and set out in the
on
Sustainability review available on the
.
Company’s website

Activities of the committee
Transformation
Mpact’s transformation agenda is
built on the premise of sustainability
and inclusiveness, to ensure that our
stakeholders benefit over the long term.
Specific activities are managed and
monitored under the following headings:
• Employment Equity Plan.
• Black ownership and management
control.
• Skills development.
• Preferential procurement.
• Enterprise development.
• Socio-economic development.
I believe that transformation and the
sustainability of the business are
inextricably linked. While we are concerned
that the new B-BBEE Codes will impact
negatively on our B-BBEE scorecard and
undermine our efforts to date as the codes
have become more onerous, we remain

Operational review

Sustainability

committed to strengthening our efforts in
driving empowerment.

Environment, health and
safety
The Group is guided by the government
initiatives to reduce carbon emissions
by changing the behaviour of producers
and consumers. The Committee reviews
quarterly reports on the Group emissions.
The Group has developed an energy
strategy to optimise energy usage and to
evaluate energy generation technologies.
The Mpact Energy Centre of Excellence
continues to make good progress with
implementing the Group’s energy strategy.
The Committee is pleased with the
initiatives implemented to improve energy
across the Group. The implementation of
the solar PV systems increased from prior
year with additional sites generating power
from solar. All manufacturing plants have
installed online electricity meters that are
calibrated to SABS standards and upload
consumption figures in real time to the
LiveWire database.
Water use for manufacturing has declined
considerably and notable savings have
been achieved at Felixton Mill, Polymers,
Corrugated East London, Corrugated
Epping, Corrugated Kuils River, Corrugate
PE, Plastics Containers Brits, Plastics
Pinetown, Versapak Paarl, and Wadeville
Closures. Despite recent rains, Western
Cape sites continue their drive to reduce
water consumption and particularly
municipal water use.
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conformance with the programmes,
particularly the Behaviour-Based Safety
and Safety Culture Programmes. Similarly,
Safety Days with Sam (our safety mascot)
were observed by operations to generate
increased awareness.
The Group continues to drive safety
using these established programmes
with emphasis on increasing usage of the
wellness programme which has proven
a success since its implementation. The
implementation of the wellness programme
was in line with the Committee strategy to
address social issues identified to be part
of the safety incidents by giving employees
help with health, psychological, social,
financial and legal support and thereby
reduce their stress levels, increase focus
at work reducing accidents and increasing
productivity.
Further to these initiatives, it is envisioned
that in 2019 the Group will run campaigns
to drive focus in the following areas of
safety management.
• Hazard identification and risk
assessment (HIRA), Safe Work
Procedures (SWP), and Planned Job
Observations (PJO)
• Energy isolation, lock-out-tag-out
• Nip points
• Implementing learnings from other
incidents
• Management and supervisory
responsibility and liability

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

Our vision remains to be a leading
packaging business with the highest ethical
standards, delivering exceptional value for
customers, employees, communities and
shareholders. In this regard, the safety of
employees is a priority. Notwithstanding
our safety performance in 2018, we are
encouraged that the interventions that have
been put in place are helping us reach the
target of zero harm and we need to ensure
that this remains the case.

2018 was a challenging year for safety at
Mpact and a fatal accident took the life of
Maans Swart at Paper Springs. It is with
deep sadness that the Committee and
the Board express our condolences to his
family, friends and colleagues.

In pursuit of excellence, Mpact subscribes
to various local and international standards,
and where applicable, its operations
are certificated. Among others, these
standards deal with quality, environment,
food safety, worker safety and health.

Monitoring safety initiatives remained
a priority and quarterly feedback was
reviewed on leading indicators to track

Mpact subscribes to environmental and
safety legal registers that keep it abreast of
changes in legislation.
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Social and Ethics Committee report (continued)

Stakeholder engagement
Mpact engages with stakeholders on an ongoing basis to
understand their key concerns and identify ways to address the
various social, economic and environmental challenges they
and the Group face. Transparent and open communication with
stakeholders is critical to the long-term success of the Company.
These engagements provide input that helps to strengthen our
programmes, identify opportunities and material issues, and
ensures compliance with the Companies Act and King IV.
The Committee reviews quarterly reports on Mpact’s
engagement with stakeholders and further reviews a list of
its primary stakeholders annually to ensure it reflects the key
groupings with which Mpact interacts. The Group’s Stakeholder
Engagement Policy is also reviewed annually.
Mpact’s primary stakeholder groups are shown in the diagram
below.

Employees

Mpact
Shareholders,
investors and
financial
institutions

Communities

Government
and regulators

Examples of key engagements conducted during 2018 include
those discussed below.

Industry bodies
Mpact is active in a range of industry organisations to ensure that
our stance on issues that affect our operations are well understood
and communicated effectively to government and regulators. In
2018, we participated in the development of the Packaging South
Africa Industry waste management plan which was submitted
to the Department of Environmental Affairs in September 2018.
The plan provides a consolidated multistream industry wastemanagement plan for the paper and packaging sector and has
a five-year goal to increase recycled tonnage from 2.2 million
tonnes (58.2%) to 2.7 million tonnes (66.9%) of total paper and
packaging. It forms part of a bigger strategy to transition South
Africa towards a circular economy. Mpact representatives engaged
with government, the Department of Environmental Affairs and
other key stakeholders as part of the process.
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CEO Imbizos to build employee engagement
The annual CEO Imbizos that are held at the operations create an
opportunity for senior management to meet with all levels of the
workforce, engage with them around their key concerns and present
the results and current position of the business.
The concerns employees raised with the CEO through these forums
have improved our understanding of the socio-economic pressures
on workers. These issues include access to housing, education for
their children, personal security, the cost of transport and medical
services, transformation, poor economic growth and high levels
of personal debt. In 2018, we launched a wellness programme
that aims to improve employee wellbeing by offering health, social,
psychological, financial and legal support.

Analysts, shareholders and potential investors
Customers
and suppliers

Industry
associations

We were also active in various forums that participated in President
Ramaphosa’s growth agenda. Our participation in the organisations
representing the plastics industry, including PETCO, POLYCO and the
Polystyrene Packaging Council, during the year aimed to ensure that
discussions around the future of plastic are supported by a broader
factual and scientific understanding.

Mpact has an in-house communications manager who is supported
by an investor relations consultant to ensure clear communication of
key information to the investment community. Senior management
engage with analysts, shareholders, the broader investment
community and other providers of financial capital on an ongoing
basis, including through results presentations, investor road shows,
site visits and through our website. Where requested, management
holds one-on-one meetings with key investors and potential
investors.

Progress on key projects
We are pleased that the Committee enhanced its monitoring of
activities across the Group and appreciate further progress made on
the following projects undertaken:
• The Excellence in Health and Safety awards, Behaviour-Based
Safety Programme and Mpact Safety Culture Awareness
Programme.
• Improved the Health and Safety Standards by the implementation
of the Mpact Safety Plan which covered the Mpact Safety Culture
cartoon awareness series; monitoring of leading indicators and the
Behaviour-Based Safety programme. Details of these are provided
in the Sustainability review.
• Internal plans to proactively address developments in carbon
legislation including the Carbon Tax, Carbon Budgets and the
Greenhouse Gas Pollution Prevention Plan.
• Energy improvement initiatives which covered PV solar plants and
installation of meters at all plants.
• Environmental targets for 2020.

Introduction

Company Overview

Strategic overview

Operational review

Sustainability

Governance

Financial statements

Administration

Independent assurance
The Mpact Dashboard System has improved the capture of relevant sustainability data and the 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 received assurance
for the Sustainability review in its entirety. The Sustainability review can be found on the Company’s website.
The Committee is satisfied with the Group’s progress in the different areas and with its plan for the 2019 financial year. The Committee is
well pleased with the Sustainability Award won by the Group at the National Business Awards. This prestigious award confirms that the
Group continues to demonstrate strong adhesion to Environmental, Social and Corporate Governance (ESG) policies with evidence of
achievements of set targets in these areas through its circular economy business model. This award further endorses the Group’s active
involvement in promoting ESG policies and, by doing so, setting an example for other corporations in South Africa to follow.
The environmental and social sustainability of Mpact is important to the Group and a detailed Sustainability review has been prepared,
which reports in more detail on its employees, environmental impacts 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 Company’s website.
On behalf of the Social and Ethics Committee:
Ntombi Langa-Royds
Social and Ethics Committee Chairperson
12 March 2019
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Material matters

Our material matters are
those factors that have the
highest potential to affect
Mpact’s ability to create
value for our stakeholders in
the short, medium and
long term.

Material matters are identified from a range of sources, including:
• operational issues;
• the main concerns expressed by key stakeholders in informal and formal
interactions during the year;
• developments in relevant legislation and regulation;
• sustainability and integrated reporting guidelines and best practice; and
• a media review and a gap analysis against local and international peer
reporting.

These matters are assessed against risks and opportunities identified as part of the risk assessment process, which includes a review of
economic, environmental and social impacts, risks and opportunities. The Board and Exco review and agree on the most material matters,
which are then approved by the Board.
The material matters identified in last year’s report were reviewed and remain valid for 2018. These are grouped into the four themes shown below:

Sustaining profitable growth

Where addressed in the report

Operating environment

Chairman’s message

• Macroeconomic environment

Operating context

page 24, CEO report

Regulatory environment

Chairman’s message
page 24, Governance
Risk Management
page 68

Capital sourcing and allocation

CEO report

page 28

page 32 and 40

page 28, CFO review

page 63

page 94

 ost competitiveness and anticipating
C
and meeting customer needs
Managing input cost and availability

CEO report
page 28 (IR), Operations reports
SR
page 46 IIR)

page 32 and 40 (IR),

• Raw material cost and availability
• Energy cost and availability

Operations reports

page 32 and 40 (IR), SR

page 46 (IR)

• Water cost, availability and quality

Operations reports

page 32 and 40 (IR), SR

• Labour cost

SR

Innovation

Chairman’s message

Customer focus

CEO report

Driving efficiencies

CEO report
page 28 (IR), Operations reports
SR
page 46 (IR)

• Production efficiency
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page 46 (IR), Value added statement

page 24 (IR), CEO report

page 28 (IR)

page 28 (IR), Strategy and objectives

• Skills

CEO report
page 28, Operations reports
SR
page 46 (IR)

Implementing capital projects

CEO report
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page 46 (IR)
page 54 (IR)

page 28 (IR), CFO review

page 18 (IR)

page 32 and 40 (IR),
page 32 and 40 (IR),

page 94 (IR)
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Being a responsible employer
CEO report

page 28 (IR), SR

page 22

• Health and safety

CEO report

page 28 (IR), SR

page 26

• Diversity

CEO report

page 28 (IR), SR

page 22

• Labour relations

Being a responsible corporate citizen
• Corporate social responsibility

SR report

page 30

Governance

Governance

page 63 (IR)

• Ethics and human rights

Governance

page 63 (IR)

• Compliance

Social and Ethics report

• Customer health and safety

Corporate Governance report

• Security (physical and ICT)

Risk management

page 48 (IR)
page 63 (IR)

page 68 (IR)

Environmental responsibility
• Climate change

Environmental responsibility

page 36 (SR)

• Water

Environmental responsibility

page 36 (SR)

• Emissions

Environmental responsibility

page 36 (SR)

• Waste

Environmental responsibility

page 36 (SR)

• Recycling

Environmental responsibility

page 36 (SR)

SR – Sustainability Review
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Mpact’s contribution to society
Mpact’s activities make a positive difference to society in the areas in which we operate in a number of ways. These include:
• Promoting sustainability through recycling – Mpact is South Africa’s largest collector of recovered paper for recycling. In 2018, we collected
630,111 tonnes of recycled paper and plastic (2017: 661,797 tonnes), recycling waste that would otherwise have ended up in landfill.
Mpact’s PET recycling plant into which our R600 million have been invested to date, is designed to process around 29,000 tonnes of
used PET bottles per annum at full capacity, saving around 180,000 m3 of landfill space. Our liquid packaging recycling plant can recycle
24,000 tonnes of used liquid cartons a year, saving 65,240m3 of landfill space and approximately 11,400 tonnes of carbon emissions.
• Enterprise development – The 16 operations in the Recycling business buy from over 1,000 buy-back centres and small enterprises,
promoting local beneficiation of raw materials and supporting the development of more than 50 small business enterprises. Recycling in
South Africa has helped to create work opportunities for more than 100,000 indirect jobs in the recycling industry. Mpact also supported
more than 50 small businesses through our enterprise development programme by assisting with preferential payment terms.
• Employment opportunities – We provide jobs for 5,062 people at our operations and have increased the number of positions in the
Group by 1,064 over the past five years.
• Skills development – Mpact makes a substantial investment in skills development initiatives and 63,031 man-hours in skills development
were provided for 4,497 employees during 2018. We also encourage and support staff to continue their further education in job-related
fields. In 2018 we offered 191 individuals opportunities through our apprentice and learnership programmes to improve the industryrelevant skills pool.
• Promoting diversity and representation of HDSAs – Mpact is committed to transformation, including increasing the representation
of historically disadvantaged South Africans (HDSAs) in management. 92% of the people on our apprenticeship and learnership
programmes are from previously disadvantaged backgrounds and 31% are black women. The Mpact Bursary Scheme currently provides
19 fully-funded bursaries for tertiary studies to dependants of previously disadvantaged Mpact employees.
• Socioeconomic development – We invest substantially in local communities through our Corporate Social Investment (CSI) programme
and during 2018 we invested R3.5 million (2017: 4.9 million) in these initiatives, with a strong focus on education. More information on
our CSI initiatives is available in the Sustainability review available on the website
.
• Economic value creation for our stakeholders – As shown in the value added statement below, Mpact created R3.0 billion in value in
2018. R1.7 billion of this value was distributed to staff through salaries, wages and benefits, R277.8 million to providers of finance as
interest and dividends and R96.9 million was paid to government as taxes to support the provision of services.

Value added statement
2018
R’m

2017
R’m

2,972.6

2,623.8

10,612.3
7,639.7

10,119.7
(7,495.9)

12.2
23.3

11.4
20.0

3,008.1

2,655.2

Value distributed

(2,124.5)

(1,989.1)

Staff costs
Payments to providers of finance
– Finance costs
– Dividends
Payments to Government
– Taxes

(1,749.8)

(1,624.6)

(232.1)
(45.7)

(214.0)
(46.5)

(96.9)

(104.6)

Value reinvested

(602.3)

(424.5)

Depreciation, amortisation and impairment
Deferred tax

(597.0)
(5.3)

(555.5)
131.0

Value retained

(281.3)

(241.0)

(3,008.1)

(2,655.2)

Value created
Value created by operating activities
– Revenue
– Expenses
Finance income
Shares of associate profit

Retained profits
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Mpact Foundation Trust report
We see the bursary programme as an
extremely powerful tool for empowering
the dependants of our employees, helping
them to become productive and socially
responsible members of society, and
helping to break the cycle of poverty.
Neo Phakama Dongwana

“Our bursaries give students
the opportunity to maximise
their own potential and to
become inspirational role
models for their families and
communities.”

Chairperson’s report
The Mpact Foundation Trust is a vehicle
both for B-BBEE ownership and a means
to channel the benefits of empowerment to
selected beneficiaries.
Shortly after it was established in 2015,
the Trustees decided to focus first on
offering bursaries to dependents of Mpact
employees in recognition of the benefits
that tertiary education provides. Many of
the students on the Mpact Bursary Scheme
will be the first graduates in their families,
so not only do they have the opportunity to
maximise their own potential, but they can
also serve as inspirational role models in
their families and communities.

Foundation Trustees
• Neo Dongwana* (Chair),
• Ntombi Langa-Royds*,
• Andrew Thompson* (Resigned),
• Maya Makanjee* (Appointed),
• Brett Clark (Mpact CFO),
• Busi Mlotshwa (Mpact Paper
Divisional HR Manager)
• Bruce Strong (Mpact CEO)
(Resigned)
* independent Non-executive Directors of Mpact

Bursaries are available to dependants
of Mpact employees and we prioritise
deserving students who demonstrate the
potential to succeed academically but
who are financially constrained, with an
emphasis on female learners. The Trust
does not stipulate the courses students
must study, nor is there an expectation that
they will have to work back or repay the
bursary after qualification.

Key objectives of the Mpact
Foundation Trust

Bursaries cover full tuition and boarding
fees at public and accredited higher
education institutions in South Africa.
In addition the Scheme also caters for
stationery, prescribed books, transport and
a monthly allowance. Where applicants
are not successful on their first attempt,
we encourage them to apply again the
following year.

• Materially improve Mpact’s B-BBEE
ownership credentials.

• Pursue empowerment of previously
disadvantaged stakeholders with a
focus on broad-based groupings.
• Create a sustainable funding
structure.
• Complement existing B-BBEE
initiatives.
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Mpact Foundation Trust report (continued)

Progress during 2018
Since 2015, 29 fully-funded bursaries have
been awarded to 19 women and 10 men.
18 of the students passed their courses
in the 2018 academic year and I am
extremely pleased to announce that this
year we have the first group of graduates
from the scheme. This is truly a highlight
and we look forward to welcoming many
more graduates in these pages in years
ahead.
At the end of 2018, bursaries were
awarded to a further 6 students
(4 women and 2 men).
Our initiatives to raise awareness about
the scheme among employees continued
during the year. The scheme is promoted
at the CEO Imbizos, in the Company
newsletter, Pack-Age, and by the HR
departments at each operation. Bursary
students also return to work in our
operations during their vacations and serve
as ambassadors for the scheme. Despite
our efforts, applications dropped this year
to 52 from 90 in 2017 and we plan to
investigate the reasons for this and find
ways to improve uptake.
Some of the other Trustees and I met with
the students and their parents during their
vacation jobs, which provided valuable
insights into the issues they grapple with
and ways to improve the scheme. We also
continue to engage with the operational
HR departments as those operations with
the most engaged HR personnel have
significantly higher applications.
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Looking ahead
Our primary focus in the year ahead will be on providing the necessary support to our
bursars for them to be successful in their studies. We will continue with our awarenessraising initiatives and improve career guidance for bursars and potential bursars, preferably
as part of the vacation work. We aim to improve the processes around the vacation work
to ensure that students are professional and productive at the operations, and that they are
given meaningful work that aligns with their area of study.
Our longer-term goal remains to grow the programme so that it can have as much impact
as possible. We see this is an extremely powerful tool for empowering the dependants of
our employees, helping them to become productive and socially responsible members
of society, and helping to break the cycle of poverty.
On behalf of the Mpact Foundation Trust:

Neo Phakama Dongwana
Chairperson
12 March 2019
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Case Study
Reclaiming
dignity
Mpact Recycling is proud to partner with the Oasis
Foundation Protective Workshop in Cape Town and the
Thuthukani Adult Workshop in KwaZulu-Natal. Both
are sheltered employment centres for vulnerable school
leavers and adults with intellectual disabilities who are
not able to find employment in the open marketplace.
By purchasing various grades of recyclables including
cardboard, common mixed paper, newspaper and
PET from both organisations, we help to fund these
development programmes, which also receive funding
from the Department of Social Development to cover
operational costs and stipends for the workers.
Materials are sourced from households, businesses
and other organisations and then sorted into different
categories by the workers at the workshops. The Oasis
Foundation and Thuthukani Adult Workshop help to
remove waste from the environment, collecting tonnes of
recyclables every month.
These initiatives demonstrate the possibilities for
improving social benefits through the shift towards
a circular economy. But ultimately the greatest
achievement of both Thuthukani Adult Workshop and the
Oasis Foundation is in providing a safe, happy and active
environment where adults with intellectual disabilities can
enjoy friendships while gaining the dignity of contributing
meaningfully to society, and earning an income beyond
their social grants.
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Board of Directors

Executive Directors

Our Board has a unique skill set that
enables our business to be nimble in a
volatile environment.

Age
2

2

Ethnicity
1

40 – 49

White

50 – 59

1

Black

3

60 – 69

5

Indian

>70

4

Bruce William Strong (50)
CEO
BSc (Eng) (Summa cum laude) (University of
KwaZulu-Natal), BCom (Hons) (University of
South Africa) AMP (Harvard Business School)

Tenure
1

1

2

Gender

0 – 3 years
7 – 9 years

Male

6

10 – 12 years

5

Female

3

4 – 6 years

12+ years

2

Bruce has been the CEO of Mpact since
2009. Prior to being appointed CEO, he held
various management positions in Mondi, both
in South Africa and Europe. Bruce has 24
years’ experience in the paper and packaging
industry. He also currently serves as Chairman
of both the Paper Manufacturers Association
of South Africa and Packaging SA, and is the
immediate past Chairman of the South African
Manufacturing Circle. He is now a member of
the Social and Ethics Committee.

Executive vs
Non-executive
Executive

7

Non-executive

Skills
Directorship

9

Management

9
3

Engineering and manufacturing

CFO
6

Finance

7

Accounting
Law

1
3

Human Resources
Fine Arts
Auditing
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Brett David Vaughan Clark (54)

1
4

BCom, Post-Graduate Diploma in
Accounting (University of Port Elizabeth),
CA(SA), CIMA, AMP (Harvard Business
School)

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.
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Member of the Audit and Risk Committee
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Member of the Social and Ethics Committee
Member of the Mpact Foundation Trust
C Indicates Chairman

Non-executive Directors

C

C

C

C

Anthony John Phillips (Tony) (72)

Neo Phakama Dongwana (47)

Nomalizo Beryl Langa-Royds (Ntombi) (57)

Chairman

BCom, Post-Graduate Diploma in
Accounting, BCom (Hons) (University of
Cape Town), CA(SA), MCom (University of
the Witwatersrand)

BA (Law), LLB (National University of
Lesotho)

BSc (Eng) (University of KwaZulu-Natal)
Tony joined Mpact as an Independent Nonexecutive Director in April 2011. He is the
Chairman of the Board, Chairman of the
Nomination Committee and a 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 Ltd, a Director of enX Ltd and
Senior Advisor to Nomura International plc in
South Africa.

Neo joined Mpact as an Independent
Non‑executive Director in April 2011. She is
a member of the Audit and Risk Committee
and Social and Ethics Committee. She was
a Partner at Deloitte & Touche for nine years
and before that spent time as an equities
analyst at Gensec Asset Management. Neo
is a Non‑executive Director of AVI Limited,
Barloworld Limited and Nedbank Limited. She
is the Chairman of the Takeover Regulation
Panel (TRP) and serves as a member of the
Financial Sector Conduct Authority (FSCA)
Tribunal.

Ntombi joined Mpact as an Independent Nonexecutive Director in April 2011. She is the
Chairman of the Social and Ethics Committee
and the Chairman of the Remuneration
Committee. She is also a Trustee of the Mpact
Share Incentive Scheme and a Trustee of
the Mpact Foundation. She has 30 years of
experience in Human Resources. Ntombi is a
Non‑executive Director of Murray and Roberts
Holdings Limited, Redefine Properties Limited,
Kumba Resources Limited and Europe
Assistance SA.

C

Sibusiso Luthuli (45)

Maya Makanjee (57)

Timothy Dacre Aird Ross (Tim) (74)

BCom (University of Zululand), Post
Graduate Diploma in Accountancy
(University of Durban Westville), CA(SA)

BA Fine Arts (University of Mumbai),
BCom (University of KwaZulu-Natal), MBL
(cum laude) (University of South Africa)

CTA (University of KwaZulu-Natal), CA(SA)

Sibusiso joined Mpact as Non-executive
Director on 21 December 2018. He is also
a member of the Audit and Risk Committee.
He is the former Chief Executive and Principal
Officer of the Eskom Pension and Provident
Fund and one of the founding members and
Deputy Chairman of Batseta. He previously
served as Chief Executive Officer of Ithala
Bank Limited and Chairman of Cipla Medpro
Pharmaceuticals Limited. He currently serves
as a Non-executive Director of Telkom SA
Limited and also a Non-executive Director
and Chairman of the Finance, Risk and
Compliance Committee of BCX Limited. He
has vast experience in auditing, accounting
and business leadership.

Maya joined Mpact as an Independent Nonexecutive Director in September 2016. She is
a member of the Social and Ethics Committee
and the Remuneration and Nomination
Committee, and a Trustee on the Mpact
Foundation Trust. Maya is a Non-executive
Director of Tiger Brands Limited, AIG South
Africa Group, Truworths International Limited,
Datatec, and a Trustee on the Board of Nelson
Mandela Foundation.

Tim joined Mpact as an Independent Nonexecutive Director in April 2011. He is the
Chairman of the Audit and Risk Committee
and a member of the Remuneration and
Nomination Committee. He is also a trustee
of the Mpact Share Incentive Scheme.
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.
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Board of Directors (continued)

Andrew Murray Thompson (61)

Noriah Sepuru (47)

BSc (Eng) (University of the Witwatersrand),
MBA (Finance) (University of Pennsylvania,
Wharton)

Company Secretary

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.

Member of the Nomination Committee
Member of the Remuneration Committee
Member of the Audit and Risk Committee
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FCIBM, ACIS (Wits)

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 the
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.

Member of the Social and Ethics Committee
Member of the Mpact Foundation Trust
C Indicates Chairman
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Corporate Governance report
The Board is pleased that
it has achieved its objective
of 3/9 women on the Board
by 2020 ahead of schedule
and has further improved
race representation of
black people on the Board
with the appointment of
Sibusiso Luthuli.

Commitment and approach to corporate governance
The Group under the stewardship of the Board endorses and accepts full responsibility for
the application of best corporate practices to ensure that business is managed ethically and
within acceptable risk parameters. In discharging this responsibility, the Group is guided by
its charters and policies and further ensures that effective corporate governance is practised
consistently throughout the Group by complying with the requirements of King IV, the JSE
Listings Requirements and the Companies Act, in both letter and spirit.

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. This foundation remains the Board’s platform to lead Mpact
sincerely and honestly.
The Group’s standards of integrity and ethics in dealing with its stakeholders at large is
included in the Code of Ethics. Every employee is expected to adhere to these principles
and values in order to deliver exceptional value to our stakeholders by cultivating the habits
of being resolute, trustworthy and responsible. This is not merely a matter of knowing the
“rules”, but of repeatedly exercising moral thinking and applying the guidelines outlined in
the Company’s Code of Ethics.

The Code of Ethics is reviewed by the Board and management periodically to ensure
that the Company remains differentiated by people who are resolute, trustworthy and
responsible.

King IV application
The Group performed a qualitative assessment of the level of application of King IV
principles to fully achieve the four Governance Outcomes of Ethical Culture, Good
Performance, Effective Control and Legitimacy. The Board is satisfied that every effort has
been made during 2018 to apply material aspects of King IV.
In this regard, a detailed King IV Register is published on the Company’s website.
The purpose of this register is to provide an overview of the application by Mpact of the
principles contained in King IV. The register should be read in conjunction with the Mpact
Integrated Report 2018.
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Corporate Governance report (continued)

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.

•

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.

•

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

Role and function of the
Board

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 97 to 99

• Social and Ethics
Committee:
pages 48 to 51
• Remuneration and Nomination
Committee:
pages 74 to 91

Role and function of the
Executive Committee
The Exco meets six times a year and 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,
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•

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.
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•

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.

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 IV
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 includes 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.

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 the 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 nine Directors,
two of whom are Executive Directors,
the CEO and CFO. The remaining seven
Directors, three of whom are women, are
all independent Non-executive Directors,
including the Board Chairman.
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Meeting attendance register
The table below indicates the attendance of Board members at scheduled meetings during the period March 2018 to March 2019:

Board*

Audit and Risk
Committee

Remuneration
and Nomination
Committee

Social and Ethics
Committee

AJ Phillips1

06/063

04/05 (invitee)

04/053

04/05 (invitee)

BW Strong

06/06

05/05 (invitee)

05/05 (invitee)

05/054

BDV Clark

06/06

05/05 (invitee)

N/A

N/A

NP Dongwana1

05/06

05/05

N/A

05/05

NB Langa-Royds1

06/06

05/05

05/053

05/053

PCS Luthuli1

01/012

01/012

N/A

N/A

M Makanjee

06/06

N/A

05/05

05/05

TDA Ross1

06/06

05/053

05/05

N/A

AM Thompson1

05/06

04/05

N/A

04/05

Director

1

1 Independent Non-executive Directors
2
Joined the Board on 21 December 2018
3
Chairperson
4
Joined the Committee on 21 December 2018, previously attended as invitee
N/A Not a member of the committee
* One of the six board meeting was the strategy session

Appointments to the Board
The appointment of new Directors is
approved by the Board as a whole on
the recommendation of the 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 nomination.
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 with the JSE
Listings Requirements, the Board approved
a Diversity Policy which proclaims the
Board’s values and principles and further

gives guidelines to race representation and
diversity of the Board composition.
The Board is pleased to announce that
it has achieved its objective of one third
women on the Board by 2020 ahead of
schedule and has achieved 44.4% race
representation of black people on the Board
against our target of 45% by 2020.

Succession planning
The Nomination Committee reviewed the
succession plan for the CEO, Executive
Committee and other senior managers
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. Tim Ross
and Ntombi Langa-Royds are required
to retire by rotation in accordance with
the Memorandum of Incorporation at

the forthcoming Annual General Meeting
and Sibusiso Luthuli will retire in terms
of Article 25.3.2 of the Memorandum of
Incorporation.
The Board considered the performance
of each Director due for election and
re-election at the Annual General Meeting
and makes an appropriate recommendation
to shareholders in this regard.

Independent Directors
The Nomination Committee reviewed
the independence of all Non-executive
Directors using the guidelines
recommended by the King IV Code, JSE
Listings Requirements and the Companies
Act and further assessed the independence
of the Non-executive Directors who have
served on the Board for a longer period.
The Board has confirmed that it is satisfied
with the status of its independent Nonexecutive Directors and that they continue
to perform their duties impartially and with
the highest integrity.
Non-executive Directors bring an
independent view to the Board’s decisionmaking. 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.
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Board and Committee
effectiveness evaluation
It is a Policy of the Board to have an
external service provider assess its
performance every three years for
best practice.
During the year under review, the Board
appointed William Somerville Governance
Services to perform an evaluation of the
Board and Committees. The performance
evaluation process comprised of an
organisational, Board, Committees, peer
and Chairman review.
The key components of the Board
effectiveness review covered the impact
and value-add on critical issues and drivers
of Board effectiveness:
• Impact and value-add on critical issues
which covers clear monitoring strategy,
remaining effective while dealing
with expanding information driven by
increased shareholder and regulatory
requirements, company performance,
Executive performance and succession
planning.
• Drivers of Board effectiveness which
covers Board composition, Board
dynamics and culture, partnership with
CEO, Board Chair effectiveness and
efficiency of core Board processes.
• Performance of Committees and the
Company Secretary.
The results of the assessments were
presented to the Board as a whole at
a meeting held on 12 March 2019.
Overall, the results of the assessment
indicated that the Board and Board
Committees were performing their duties
and responsibilities effectively. There
were areas of improvement that required
further consideration and these would be
incorporated in the Board and Committees’
annual plan for further review. The results
further indicated key challenges facing
the Board in the year ahead which will be
reviewed further during strategy meetings
where applicable.

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
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of authority, reserving powers for the Board
while delegating others to management.
The Executive Committee formulates
strategy, which is reviewed and approved
by the Board. The Board monitors the
implementation of the strategy and 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 changing
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 and as and when
necessary to the Company Secretary.
Directors do not vote on any matter in
which they have an interest and they are
recused from any meeting when such
matters are discussed.

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.

Legal compliance
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. The Group subscribes
to various legal registers which cover
all essential components of applicable
laws, adopted industry rules, codes and
standard. A report on significant legal
and corporate governance developments
affecting Mpact is tabled and reviewed
by the Audit and Risk Committee and the
Board on a regular basis.

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 how 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
practices. Noriah 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,
qualification and experience and confirmed
that Noriah has the requisite knowledge
and experience to fulfil her duties and
responsibilities. Details of her qualifications
page 30 of this
are set out on
Integrated Report. Noriah is not a Director
of the Company and maintains an arm’slength 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
page 100 of the Integrated
set out on
Report.
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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 the Company’s activities
comply with applicable laws and
regulations. The control environment sets
the foundation and provides the discipline
and structure upon which we operate.
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.
The Chief Audit 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 ending
31 December 2018. This assessment was
based on the internal audit work performed
in terms of the approved 2018 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 to the Committee meetings during
the course of 2018 came to their attention
that would suggest that internal controls
and risk management at Mpact were not
satisfactory.

Operational review

Sustainability

The internal audit function is included in
the Audit and Risk Committee report on
page 97 of this Integrated Report.

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
page 50 of this Integrated Report.

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 and
making investments.
Managing a sustainable business requires
the integration of the business capitals.
Mpact’s business model, together with the
inputs and outputs of each of the capitals,
pages 12 and 13 of
are illustrated on
this Integrated Report.
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.
Mpact’s Sustainability review is available on
.
the Mpact website www.mpact.co.za
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IT Governance
The Board has an IT governance policy
and ensures adherence to King IV’s IT
governance principles. 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 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 alignment of the ICT strategy with the
business strategy. This includes but is
not limited to, expressing an 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.

Fraud and illegal acts
The Group does not tolerate fraudulent
behaviour and illegal acts. An anonymous
whistle-blowing facility administered by
Deloitte & Touche 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.
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Risk management
The diligent management
of risk is essential for Mpact
to create superior value and
sustainable benefits for all
stakeholders.

Risk management
The Board considers the material business
risks when approving strategies and budgets
and monitors progress against the budget.
The Risk management Committee identifies
and evaluates strategic and operational
risks against our 10 value drivers of:
• safe and healthy operating conditions;
• environmentally responsible operations;
• reputation (ethics, environment,
customer safety), CSI;
• motivated workforce;
• achieving Group strategy;
• achieving growth objectives;
• achieve operational, profitability and
liquidity objectives;
• effective commercial stakeholder
relations;
• compliance with legislation and
contractual terms; and
• accurate and timely reporting.
The Group has policies and procedures
in place to manage its governance,
operations and information systems with
regard to the:
• reliability, security and integrity of
financial and operational information;
• effectiveness and efficiency of
operations;
• safeguarding of people and assets;
• reducing its environmental footprint; and
• compliance with laws, regulations and
contracts.
Risk assurance is considered at managerial
(level 1), corporate function (level 2) and
external (level 3) levels by both the Risk
Management Committee and the Audit and
Risk Committee for reporting to the Board.
Risks are reviewed and updated on a
regular basis. The risks are outlined on
pages 69 to 73.
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Enterprise risk
management policy and
framework
Mpact aims to create superior value and
benefits on a sustainable basis across
commodity cycles for all stakeholders. The
achievement of these objectives is dependent
on the diligent management of risk.
Particularly important is determining how
much uncertainty to tolerate, as uncertainty
presents both risk and opportunity with the
potential to erode or enhance value.
The Board retains responsibility and
accountability for the overall risk
management process, setting risk appetite
and tolerance limits. The Board has
committed the Group to a process of
risk management that is aligned with the
principles of King IV, as well as generallyaccepted good risk management practices.
The Audit and Risk Committee assists
the Board in the execution of its fiduciary
duties regarding risk management. The
Executive Committee (Exco), through the
Risk Management Committee, reviews the
output of the risk management process
to ensure the appropriate management
of risks. Management is accountable to
the Audit and Risk Committee and works
with the relevant staff within the business
to ensure the implementation of the risk
management process.
In line with Mpact’s decentralised
structures, risk assessment and
management processes enable every
business within the Group to take
responsibility for the management of its
risks. This is done to encourage proactive
action by the business units when faced
with risks and opportunities.
The Enterprise Risk Management
Framework sets out the approach
to be taken to address and improve
risk management to achieve Mpact’s
objectives.
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Material risks
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 on
pages 70 to 73. These risks were approved by the Audit
and Risk Committee on 28 February 2019.

High

Residual Risk Heat Map

Relative likelihood

1

2

3

12
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8
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Relative Impact
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Material risks (continued)

2017

2018

Underlying risk and its potential impact

Mitigating actions taken to limit impacts

1. Trading environment

Maintaining our leading market position by supplying quality products
and service through:

Subdued economic growth, and increasing
competition mean that Mpact operates in
an uncertain and highly competitive trading
environment which could lead to reduced
sales and profits for both the Paper and
Plastics businesses.

• Innovation through research, product design, product
diversification and market development.
• Long-term agreements with key customers and suppliers.
• Commitment to active customer service and communication.
• Proactive management of costs.
• Product assurance with respect to quality; environment; forestry
stewardship and Food Safety. Mpact has internal food safety and
quality research and testing laboratories.
• Optimising the benefits of the integration in the Paper and Plastics
businesses.
• Continuous improvement of, and investment in, equipment,
processes and operational method at all manufacturing sites.

2. Legislation

• Retaining experts in relevant disciplines such as law and tax.

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

• Mpact subscribes to a comprehensive legal register that updates
the business on all relevant South African laws.

• National Environmental Management
Act and the affiliated Water and
Waste Acts
• Waste levies
• Various GHG-related regulations
• Competition Law
• B-BBEE and EE regulations
• Tax regulations
• Labour Act and regulations

• A rigorous schedule of internal and external audits and statutory
inspections across all disciplines.
• The Group contributes to the development of legislation by
engaging with government via industry bodies.
• Mpact launched the Mpact Foundation Trust to assist our
employees, which also contributes to our BBBEE rating.
• Management is engaging with the Competition Commission
regarding an investigation initiated in 2016 that implicated Mpact.
• Carbon Tax has come into effect and we have taken steps to
mitigate it.

• OHS Act
• Sugar Tax
• Carbon Tax
• POPI Act
3. 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.

• Mpact 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.
• Bursaries and other study opportunities are offered to employees
and school leavers. In addition, a bursary scheme is available for
employees’ dependants.
• The Group has retention mechanisms to retain scarce skills and
succession planning processes are in place.
• Priority is given to the welfare of employees through adherence to
excellent health and safety standards.
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Underlying risk and its potential impact

Mitigating actions taken to limit impacts

4. Plastics: Capital projects

Mpact Polymers has been constrained by equipment bottlenecks
and process disruptions. International consultants have assessed the
plant and provided an optimisation plan that is being implemented
New cleaning and chipping equipment will be installed and an
experienced maintenance manager appointed to address these
issues.

Mpact Polymers rPET plant equipment.

5. Water supply
Unreliable supply and deteriorating quality
of water could lead to a loss of production
and disease outbreaks among workers.

• Reduction in water consumption is a key performance indicator
and investment driver at manufacturing sites.
• Operations subject to water restrictions during the drought were
able to respond with water savings that exceeded requirements.

This has been exacerbated by the severe
drought conditions that started in 2015 and
prevailed through to early 2018, particularly
in KZN, the Western Cape and Eastern
Cape. Rains in the latter half of 2018 have
alleviated this situation.
6. Raw materials
Prolonged shortages of key raw materials
could lead to loss of production, changes
to product offerings and/or higher costs.

• Retain market position as the leading paper recycler in South
Africa and preferred buyer of recovered paper.
• Long-term supply agreements; multiple suppliers; use of
alternative raw materials and collection of recyclables from a
variety of sources.
• Participation in active industry-wide lobbying to influence
government legislation to enable the recycling industry and
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.

7. Electricity supply
Unreliable supply and higher costs of
energy could lead to a loss of production
and increased costs.

• Energy efficiency projects and demand planning strategies
continue to be implemented across the Group.
• The Group Energy Manager leads energy management strategies.
• Ongoing communication with Eskom and municipalities to keep
abreast of electricity distribution issues.
• Mpact installed a 715kWp solar PV plant at Versapak Paarl in
2017 and a 1MWp solar PV plant in Wadeville in 2018 and is
developing a Group wide solar PV roll out programme.
• Extensive work is being done to find cost effective alternative
energy supply concepts such as combined heat and power
plants and waste-to-energy solutions.

8. 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 and employs the services of
an independent consultant on cyber security.
• 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.
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Material risks (continued)

2017

2018

Underlying risk and its potential impact

Mitigating actions taken to limit impacts

9. Safety in the workplace

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

Injuries from workplace accidents could
affect the wellbeing of employees and
contractors, loss of skills, reduced
production, lower morale and reputational
damage.

• Operational management reinforce this by ensuring effective
safety standards and procedures are in place.
• The Group drives safety through various interventions and
systems including:
–– The Fire and Safety Rules to live by;
–– The annual safety plan;
–– Hazard identification and Risk Assessment, and Safe Work
Practices;
–– Behaviour-Based Safety; and
–– An innovative safety-culture training programme using
internally-developed cartoons
• Life EWP has been contracted in 2018 to supply counselling
services through a 24/7 call centre and through face-to-face
counselling giving Mpact employees access to support for health,
psychosocial, financial, and legal concerns.

10. 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.
• A programme of plant and equipment upgrades at many of the
manufacturing sites has improved overall reliability of equipment.

New risks emerging in 2018
11. Social polarity: wage gap, race and
gender, social stress of the working
class
High unemployment rates, socio-political
and economic uncertainty, as well as service
delivery protests that have led to high levels
of stress and outbreaks of violence that
pose a threat to the business both physically
and economically.

• Mpact has implemented various polices such as: Group
Transformation Policy; Group Code of Ethics; Fair Employment
Policy; Promotions Philosophy to ensure equitable employment
practices.
• Other activities include: community engagement programmes;
corporate social investment programmes; small business
development and entrepreneurship development; support
and training programmes to ensure engagement with local
communities.
• Mpact actively engages with unions.
• Proactive security measures are taken during strikes and social
unrest and Mpact takes a firm stand against perpetrators of
violence during strikes and actively enforces the Code of Ethics
when instances of discrimination occur.
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Underlying risk and its potential impact

Mitigating actions taken to limit impacts

12. Public resistance to use of plastics

• Mpact is well structured to practise “circular economy” principles
by recycling both paper and plastics materials.

Public concern relates to food safety and
plastics pollution, especially concern over
plastics in oceans, is increasing.
There is a particular focus on “single use”
plastics and the GHG implications of plastics
originating from oil. There is an increasing
move internationally to reduce the use of
plastics or drive recycling.
This poses a risk to our FMCG and
beverage bottle businesses.

• Cooperation between the paper and plastics businesses is
enabling transfer of valuable lessons on vertical integration
and in finding the best packaging solutions for customers and
consumers.
• Mpact is engaging with customers to enable recycling through
better product design and by finding innovative recycling
concepts.
• Mpact is generating customer and public awareness of our
“circular economy” capabilities and ability to provide smarter,
sustainable solutions.
• Mpact is also investigating plastics recovery solutions, such
as waste-to-energy and pyrolysis, for end-of-life materials that
cannot be recycled.

Residual risk barometer
VERY GOOD
GOOD
SATISFACTORY

Increasing risk
Stable risk
Decreasing risk

WEAK
UNSATISFACTORY

Opportunities
The Group continuously identifies
and pursues growth and expansion
opportunities to unlock and create value for
its stakeholders.
Mpact remains open to investment
opportunities in South Africa and further
afield, provided they meet the Group’s risk
assessment requirements.
Mpact has invested R765 million in
upgrading the Felixton paper mill near
Empangeni in northern KwaZulu-Natal, to
enhance its product offering and reduce
its environmental footprint. The first
phase, including increasing the recycled
fibre processing capacity of the mill, was
successfully completed and commissioned
in 2015. The second phase of upgrading
the paper machine was successfully
completed in July 2017. This project has
boosted the mill’s production capacity from
155,000 tonnes to 215,000 tonnes and the
input fibre content is now 100% recycled
fibre. Inclusion of a top-ply and a size press
has given the machine greater product
flexibility and quality control.
At full capacity, the Mpact Polymers plant
will process 29,000 tonnes of recovered
PET bottles to produce 21,000 tonnes

of recycled PET (rPET) annually. Mpact
Polymers is selling rPET, branded as
“Savuka” to Mpact’s plastics business,
where it is blended with virgin material for
the manufacture of beverage bottles and
other products, and to external customers.
Mpact is well-positioned to offer high
quality rPET to local and international food
retailers, who are determined to increase
the composition of rPET in their packaging
product, with some already increasing rPET
from 10% to 20%.
Mpact’s Stellenbosch-based R&D centre
and our paper and corrugated box
research facility in Springs, actively explore
innovative products and specialise in
conducting research and tests related to
customer food safety.
In line with Mpact’s commitment to
continual improvement, investments in
new and refurbished equipment in the
Corrugated and Plastics businesses have
resulted in improved performance and
reduced the energy and environmental
footprints of these divisions. Of particular
significance is the work done at our
Western Cape operations that has enabled
them to exceed the water reduction targets
imposed due to the drought.

Ongoing water saving initiatives reduced
the combined consumption of the Western
Cape operations by 47% since 2015.
Being the largest recycler in South Africa,
Mpact is well placed to offer plastics
and paper customers circular economy
solutions to their packaging needs. This
gives Mpact a particular advantage in
finding solutions to the challenges of single
use plastics.
Dalisu, a B-BBEE business, was
established to market by-products from
the Piet Retief mill and aims to convert
materials that are currently difficult to
dispose of into value-added commodities
that will ultimately increase the plant’s pulp
production. Refer to
page 29 for more
information on this initiative.
Despite the many challenges being faced
in the South African economy and the
industry, Mpact has a strong market
position and believes that investments
made in our businesses have positioned
us to take hold of opportunities to
continue to grow the business and unlock
stakeholder value.
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Remuneration report
Part 1: Background statement
Mpact’s remuneration policy has a direct impact on operational expenditure, Company culture, employee behaviour and ultimately, with
correct strategic alignment, on the Company’s sustainability. As such it is clearly defined, monitored and managed to ensure sustained
validity and effectiveness. Remuneration is a business issue, not only a human resources issue.
Responsibility for the remuneration policy rests with the Remuneration and Nomination Committee (the Committee) appointed annually by
the Mpact Board of Directors. The Committee has a dual role chaired by two chairpersons as defined below:
Remuneration Committee

Nomination committee

Chairperson

Ntombi Langa-Royds

Tony Phillips

Members

Tim Ross, Maya Makanjee and Tony Philips

Tim Ross, Maya Makanjee and Ntombi Langa-Royds

Independence

All Committee members are independent
Non-executive Directors

All Committee members are independent
Non-executive Directors

Role and function

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.

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

• 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.

• 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.

• 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.

• 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 Memorandum of
Incorporation (MOI).

• Determining, within the terms of the agreed policy, the
total individual remuneration package for 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.
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• 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 reappointment 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.
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Nomination committee

• 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.
• 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.

Assurance

The Remuneration and Nomination Committee is governed by formal Terms of Reference and 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.

The Remuneration and Implementation Report will be tabled annually for separate non-binding advisory votes. The Board will continue
to encourage regular engagement with shareholders in respect of the evaluation of the remuneration policy. We further invite any
shareholder wishing to engage the Chairman of the Remuneration Committee on the Group’s remuneration policy to do so via email at
NSepuru@mpact.co.za. If 25% or more of the shareholders vote against either resolution at the AGM, the Board will invite dissenting
shareholders to engage with the committee on their concerns. The Mpact Remuneration Policy and the Implementation Report received support
from the shareholders who voted in favour of the resolutions at the most recent and prior AGM’s and the results are indicated in the table below:
5 June 2018

1 June 2017

Non-binding advisory vote on remuneration policy

99.85%

94.85%

Binding vote on implementation of Non-executive Directors’ fees

85.21%

Percentage of “Yes” votes

Activities undertaken by the Committee during the year
During the year under review, recommended to the Board the mandate for wage negotiations and further supported management during the
paper and plastics industry strikes.
The Committee oversaw the activities of Mpact Incentive Scheme Trust on behalf of the Board. The Committee reviewed the financials
aspects of the Trusts Financials to ensure Mpact governance standards were adhered to. The Committee reviewed and recommended the
FY2018 share awards and vesting shares for the share awarded in FY2015 to the Board for all share participants.
BDO Corporate Finance (Proprietary) Limited was appointed to verify the number of shares vested in respect of the awards granted to the
Executives and senior employees of the Company in 2015 in terms of Mpact’s Bonus Share Plan (BSP) and Performance Share Plan (PSP).
The results confirmed that the number of shares vested were in line with the Company records.
Proposed changes to the Mondi Mpact Retirement Fund were reviewed and approved by the committee. This allowed all Mpact employees
to have the opportunity to increase their Retirement Funding Income (RFI) percentage up to 100% of their total Guaranteed Cost of
Employment (TGCOE) from 1 April 2018, which in turn allowed benefits on tax savings on Retirement Fund contributions.
Board succession planning was a key focus during the year under review. The succession of the Board is aligned to the Group strategic
direction, markets, regulatory shifts and changing governance policies. The Committee assisted the Board with the implementation of the
Board succession planning to identify skills and attributes that the Board would require in line with the strategy. At the recommendation of
the Nomination Committee members, the Board approved the appointment of Mr Sibusiso Luthuli on 21 December 2018.
The recommendations from shareholders received by the Board subsequent to the Annual General Meeting (AGM) were made part of the
committee’s agenda. Those recommendations were reviewed and addressed accordingly by the Board at the recommendation of the
committee.
The Executive Committee and senior management succession planning was reviewed during the period under review. The Committee also
reviewed the remuneration packages and structure of Executives to ensure that they are competitive in the relevant market and are aligned
with shareholders’ interest as well as with the Group’s strategy.
The Committee reviewed and monitored progress on the Mpact Talent Management strategy making sure that it continues to achieve its
objective of building a sustainable leadership pipeline and skills pool, ensuring that the right individuals with the right mix of technical and
leadership skills were occupying key roles, ensuring that competent PDIs were available to be employed at every level and ensuring that
retention of critical skills and talent by recognising and rewarding individuals who perform consistently.
Reviewed and monitored the Executive Leadership development programme which is set to empower Executives with management
expertise and cross functional perspective to drive performance across domains, industries and borders.
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Remuneration report (continued)

Key areas of focus for the
coming year

Part 2: Remuneration policy

The Committee has identified the following
areas as a key focus for the coming year:

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

• Identify, develop and retain a skilled
and knowledgeable work force.

• Reward, recognise and confer appreciation for superior performance.

• Develop and retain existing talent.
• Attract the best new talent while
addressing our race and gender profile.
These focus areas will be addressed by
the following action items:
• Creating an environment for all
employees to develop themselves
through structured development
centres by measuring the achievement
of set objectives in the talent
management strategy.
• Relevant and meaningful internal and
external development programmes.
• Engagement with employees at all
levels.

Objectives of the policy
• Retain competent employees who enhance business performance.
• Direct employees’ energies and activities towards key business goals.
• Recruit high-performing, skilled individuals from a shrinking pool of talent.
• 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.

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 performancebased remuneration schemes, should be aligned with shareholders’ interests and
should support the achievement of Mpact’s 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.
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Total remuneration to Executive management
Mpact operates a model of total remuneration being offered to employees, where the components of total remuneration are the following:
• Guaranteed package (salary and benefits, where benefits include retirement funding and medical scheme contributions) (TGCOE).
• Short-term incentives (STI).
• Long-term incentives (LTI).
The chart below depicts a summary of the remuneration flow for Executive Directors and Prescribed Officers.

Cash-based remuneration

•
•
•
•

TGCOE includes:
Basic salary
Retirement fund
Medical aid
Travel allowance

Remuneration
• Guaranteed package (TGCOE)
• Long-term incentives (LTI)
• Short-term incentives (STI)
• Dividend equivalent bonus

STI
• Incentive bonus =
• 80% (2017: 72%) of
TGCOE x

Dividend equivalent bonus
• Bonus paid after three years
based on number of BSP
shares times declared dividend
over BSP holding period

• Key performance indicators
–– Financial (60%)
–– Safety (10%)
–– Individual (30%)

LTI

Performance share plan (PSP)
• Awarded in March each year
–– Value = 133% of TGCOE
for the CEO, and 100% of
TGCOE for the CFO and
POs
• Vests in three years subject to
achievement of performance
conditions:
–– TSR (50% of PSP)
–– ROCE (50% of PSP)
• Settled in shares

Bonus share plan (BSP)
• Granted March each year
• Grant value = 56.25%
(2017: 62.5%) of STI
• Vests in three years
–– Subject to continued
employment
–– Settled in shares
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Remuneration report (continued)

Guaranteed package (TGCOE)

Short-term incentives (STI)

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.

The annual STI award is based on a combination of financial, non-financial and individual
performance. Performance for the year ended 31 December, is assessed and payment is
usually paid in full in March of the following year.

Benefits
Remuneration benefits which are available
to the Executive Directors and Prescribed
Officers includes medical aid and
retirement fund.
Medical aid
Medical aid benefits are offered
through Anglo Medical Scheme (AMS),
administered by Discovery, AMS a
restricted medical Scheme. The Scheme
offers three plans aimed at addressing
the healthcare needs of its members. The
plans include, Managed Care a top tier
plan comprising comprehensive unlimited
cover for hospitalisation and most nondiscretionary healthcare services. Standard
Care Plan a traditional medical plan with
defined benefits, and Value Care Plan an
option which provides primary healthcare
through a national network of Prime Cure
facilities and providers.
Retirement fund
Retirement and risk benefits are provided
through the Mondi Mpact Group Fund
(MMGF), the Fund has both a Pension
and Provident section. The employer
contributes to the Provident Section and
the employee has the option to either
contribute to the Provident section or the
Pension section. The MMGF has three
investment categories, Moderate, Dynamic
and Conservative Portfolios

Annual salary review
Salaries are reviewed annually, normally
with effect from 1 January. In addition to
the internal benchmarking undertaken
during the year under review, the
Committee also takes into account
business performance, salary practices
prevailing individual’s performance and
experience in the role.
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The maximum potential % of TGCOE and weightings of each key performance areas (KPAs)
are indicated in the table below:
Maximum
potential %
of TGCOE1

CEO
CFO
PO
1.

Weighting of key performance areas
(KPAs)
Group
financial

Group
nonfinancial

Individual

Total

60%
60%
60%

10%
10%
10%

30%
30%
30%

100%
100%
100%

80%
80%
80%

Maximum potential % of TGCOE in 2017 was 72%.

The Key Performance Indicators (KPIs) used to assess performance within each KPA are
indicated in the table below (there is no change in the KPIs used within each of the KPAs
compared to the prior year).

KPIs

Financial
(60%)

Non-financial
(10%)

Individual
(30%)

• EBITDA

• Safety

• Underlying
EBIT

• Individual objectives focusing on operational
excellence, people development, sustainable
development, innovation and customer focus

• ROCE

• Leadership competencies
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Long-term incentives (LTI)
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 operates a share plan (Mpact share plan).
The Mpact share plan provides for the inclusion of a number of performance conditions, designed to align the interests of the participants
with those of shareholders, and to reward organisational and individual performance, more so than merely performance of the economy or
the sector in which the Group operates.
A description of the various LTI schemes which may be offered to Executives and selected managers within the Group (including subsidiaries)
are indicated below:
Awards

Vesting period Vesting criteria

Level

Vests in three
years of the
award, to the
extent that the
vesting criteria
133% are met.

Face
value of
award
(Max =
100%
vesting)

CEO

100%

CFO

75%

100%

PO

75%

100%

Maximum
100% vesting

Performance condition detailed below in addition to
continued employment:

Expected
value of
award
(Target
= 75%
vesting)

Stretch
62.5% vesting

Annual conditional awards
of performance shares
made to Executives.

Threshold
30% vesting

Continued employment

Weight

Level Award % of STI Award Three years
On an annual basis,
Executives and selected
CEO
56.25%
senior managers may
CFO
56.25%
receive a grant of bonus
PO
56.25%
shares, the value of which
matches the annual cash
A single cash award
incentive in a specific ratio.
equivalent to dividends
declared over three-year
Participants in the bonus
vesting period for the Bonus
share plan do not receive
Share Plan
dividends declared by
the Group. A single cash
payment is made after the
three-year vesting period
and is calculated on the
dividend payment forfeited
during the holding period
on number of bonus shares
granted.

Metric

Performance share plan (PSP)

Bonus share plan (BSP)

Plan Description

TSR

50%

Mpact
TSR
equals
80% of
TSR
average
of JSE
packaging
index

Mpact
TSR
equals
100% of
TSR
average
of JSE
packaging
index

Mpact
TSR
equals
120% of
TSR
average
of JSE
packaging
index

ROCE

50%

10%

12.3%

15%

Performance below threshold will result in 0% vesting
for that portion of the award.
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Pay mix
Using the components of total remuneration described previously the following graphs and tables illustrates the potential outcomes between
minimum and maximum for the CEO, CFO and POs. Prescribed Officer information is based on the average TGCOE of all POs.
Mpact does not operate a target philosophy for variable remuneration. STI awards are determined in relation to the maximum potential award.
LTI awards are determined based on the maximum number of units which may vest, i.e. vesting range for LTI is 0% to 100%. Hence the pay
mix indicated below only depicts minimum and maximum.
In the depiction above Performance Shares Awards (PSP) and Bonus Share Awards (BSP) are indicated separately. Dividends received on
BSP are, however, not indicated since the actual dividends received vary based on actual dividend declarations in each year.
When comparing the above pay mix range to actual remuneration outcomes in the single figure reporting under Part 3 it should be noted that
the above is based on value at award whereas the single figure reporting includes actual share price movements on Performance Shares.

CEO (%)
400
350

133

300
250
200

45

150

80

100

100

100

Min

Max

50
0
TGCOE

STI

BSP

% of TGCOE

Min

Max

1. TGCOE
2. STI
3. BSP
4. PSP

100%
0%
0%
0%

100%
80%
45%
133%

Total

100%

358%

PSP

CFO (%)
400
350
300

100

250
200

45

150

80

100
100

100

Min

Max

50
0
TGCOE

STI

BSP

% of TGCOE

Min

Max

1. TGCOE
2. STI
3. BSP
4. PSP

100%
0%
0%
0%

100%
80%
45%
100%

Total

100%

325%

PSP

Prescribed Officers (%)
400
350
100

300
250
200

45

150

80

100
50

100

100

Min

Max

0
TGCOE

80

STI

BSP
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PSP

% of TGCOE

Min

Max

1. TGCOE
2. STI
3. BSP
4. PSP

100%
0%
0%
0%

100%
80%
45%
100%

Total

100%

325%
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Payments on termination of office
Notice periods for Executive management are indicated in the table below, except in circumstances where a longer notice period is
appropriate as a transitional measure, in which case the notice period would reduce automatically within a reasonable period of time.
Role

Notice Period

CEO
CFO
PO

Twelve months
Three months
Between three – six months

Service contracts for senior Executives 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. Payments upon termination may include any of the following:
• TGCOE for the notice period.
• STI for the period of the financial year worked.
• LTI for pro rata portion of unvested units (depending on type of termination scheme rules define the treatment).

Restraint of trade
The general treatment of the different elements of pay upon termination of employment will depend on the circumstances of termination, and
whether such termination is considered to be a “fault and/or bad leaver” or “no-fault and/or good leaver” termination.
Generally, the following criteria relates to terminations:
TGCOE:

In terms of fault and/or bad leaver, the Committee has the discretion to negotiate separate payments with Executives, but none
of the senior Executives have special termination benefits or balloon payment provisions in their employment contract.

STI:

In terms of fault and /or bad leaver, no incentive will be paid if employment is terminated prior to the date of payment which is
normally in March each year.

LTI:

In terms of fault and/or bad leaver, the unvested shares are deemed to be cancelled, otherwise awards are adjusted for time
served and are settled at date of termination.

Non-executive Directors’ fees
Non-executive Directors’ fees are benchmarked against similar-sized companies listed on the Johannesburg Stock Exchange (JSE).
The fees are set exclusive of any VAT. Similarly, the level of complexity of the underlying business was also taken into consideration to make
an informed decision.
In accordance with the Company’s MOI, shareholders must approve these fees at the AGM.
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 Company’s MOI.

Fair and responsible remuneration
King IV emphasises Executive remuneration which is fair and responsible “in context of the overall employee remuneration” and part of
this responsibility is addressing the gap between the remuneration of Executives and the employees at the lower end of the pay scale.
The Committee regards this as an important objective. Steps taken include:
• Lower mandated increase for Executives compared to employees of the lower end of the pay scale.
• Ensuring total remuneration for Executives comprise a higher variable pay based on performance.
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Part 3: Implementation report
Guaranteed package increases
The following TGCOE package increases were approved by the Remuneration Committee with effect from 1 January 2018:

Executive Directors
BW Strong
BDV Clark
Prescribed Officers
RP von Veh
HM Thompson
JW Hunt
N Naidoo
J Stumpf

2018

2017

% increase
versus 2017

5,249,088
3,989,965

5,023,050
3,818,148

4.5%
4.5%

4,337,185
4,310,449
2,765,384
3,382,815
3,960,032

4,150,416
4,124,832
2,646,300
3,237,144
3,789,504

4.5%
4.5%
4.5%
4.5%
4.5%

The average increase for the above Executive management was 4.5% (2017: 6.0%) compared to the mandated average increase granted to
other employees of between 6.0% and 7.0% on average (2017: between 6.0% and 9.0% on average).

2018 Short-term incentive bonus achievements
For the year ended 31 December 2018, the following performances were achieved by the Executive Directors and prescribed office against
the key performance indicators:
KPI

Maximum possible

2018 Actual achieved

2017 Actual achieved

Financial performance
Safety
Individual

60%
10%
30%

52.5%
Between 4.2% and 6.1%
Between 23.0% and 28.4%

0%
4%
Between 22.8% and 28.4%

2018 Long-term incentives achievements (Performance share plan)
The vesting criteria for the performance shares awarded in 2016, based on a three-year financial performance is indicated in the table below:
Performance share plan
Target

Weight

Threshold
30%

Stretch
62.5%

Maximum
100%

50%

80%

100%

120%

TSR
Target

Below threshold
50%

ROCE
Overall PSP Result
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10%

12.3%
11.1%

100%

% achieved

0%
15%
45.4%
22.7%
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Remuneration of Executive Directors and Prescribed Officers
Executive Directors and Prescribed Officers
31 December 2018

R’s

Guaranteed
package
(TGCOE)1

Short-term
incentive
bonus2

Cash-based
Other3 remuneration

Grant value
of bonus
shares
awarded4

Intrinsic
value of
performance
shares
vesting in
Total
March 20195 remuneration

Executive Directors
BW Strong
BDV Clark

5,249,088
3,989,965

3,493,793
2,662,105

119,381
88,637

8,862,262
6,740,707

1,965,259
1,497,434

421,541
192,254

11,249,062
8,430,395

Total

9,239,053

6,155,898

208,018

15,602,969

3,462,692

613,796

19,679,457

4,337,185
4,310,449
2,765,384
3,382,815
3,960,032

2,827,845
2,893,173
1,831,790
2,221,833
2,753,014

131,035
104,073
59,007
74,055
60,395

7,296,065
7,307,695
4,656,181
5,678,703
6,773,441

1,590,663
1,627,410
1,030,382
1,249,781
1,548,571

208,985
173,082
110,833
135,576
159,012

9,095,713
9,108,187
5,797,396
7,064,060
8,481,024

18,755,865

12,527,655

428,565

31,712,085

7,046,807

787,488

39,546,380

Prescribed Officers
RP von Veh
HM Thompson
JW Hunt
N Naidoo
J Stumpf
Total
1

Guaranteed package (TGCOE) paid for the 12 months of the financial year.

2

Short-term incentive (STI) earned on 2018 performance, to be paid in March 2019.

3

Other cash benefits include dividend equivalent bonus based on actual bonus shares that vested in March 2018.

4

Value of the bonus shares to be granted (56.25% of STI) on 1 April 2019, based on 2018 performance and vesting in March 2022.

5

Intrinsic value is calculated by taking the number of PSP expected to vest in March 2019 based on performance over the three-year period ended
31 December 2018, multiplied by the closing Mpact share price at 31 December 2018.
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Remuneration report (continued)

Executive Directors and Prescribed Officers
31 December 2017

R’s

Short-term
incentive
bonus2

Cash-based
Other3 remuneration

Grant value
of bonus
shares
awarded4

Executive Directors
BW Strong
BDV Clark

5,023,050
3,818,148

1,092,212
846,713

164,282
124,836

6,279,544
4,789,697

682,633
529,195

738,559
333,987

7,700,736
5,652,879

Total

8,841,198

1,938,925

289,118

11,069,241

1,211,828

1,072,546

13,353,615

Prescribed Officers
RP von Veh
HM Thompson
JW Hunt
N Naidoo
J Stumpf

4,150,416
4,124,832
2,646,300
3,237,144
3,789,504

836,724
890,964
510,630
671,254
884,015

123,004
129,349
83,967
17,119
–

5,110,144
5,145,145
3,240,897
3,925,517
4,673,519

522,952
556,852
319,144
419,534
552,510

366,146
303,243
191,638
234,429
–

5,999,242
6,005,240
3,751,679
4,579,480
5,226,029

17,948,196

3,793,587

353,439

22,095,222

2,370,992

1,095,456

25,561,670

Total

84

Guaranteed
package
(TGCOE)1

Intrinsic
value of
performance
shares
vesting in
Total
March 20185 remuneration

1

Guaranteed package (TGCOE) paid for the 12 months of the financial year.

2

Short-term incentive (STI) earned on 2017 performance paid in March 2018.

3

Other cash benefit includes dividend equivalent bonus based on actual bonus shares that vested in March 2017.

4

Value of the bonus shares to be granted (62.5% of STI) on 2 April 2018, based on 2018 performance and vesting in March 2021.

5

Intrinsic value is calculated by taking the number of PSP expected to vest in March 2018 based on performance over the three-year period ended
31 December 2017, multiplied by the closing Mpact share price at 31 December 2017.
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Number and market value of share awards granted to Executive Directors and Prescribed Officers
The following tables set out the number and market value of share awards granted, exercised and lapsed to the Executive Directors and
Prescribed Officers during the year:

2018 – Executive Directors
BW Strong
Number of shares

Type of award1, 2

Date of
awards

Release date

BSP
PSP
BSP
PSP
BSP
PSP
BSP
PSP

Apr 15
Apr 15
Apr 16
Apr 16
Apr 17
Apr 17
Apr 18
Apr 18

Mar 18
Mar 18
Mar 19
Mar 19
Mar 20
Mar 20
Mar 21
Mar 21

Total number of shares

Number of
awards at
grant date

Number of
awards
granted
during year

Number of
awards
vested
during year

Number of
shares
lapsed or
expected
to lapse
at vesting

41,098
95,185
35,949
88,387
31,172
225,585
–
–

–
–
–
–
–
–
23,629
242,250

(41,098)
(30,269)
–
–
–
–
–
–

–
(64,916)
–
(68,323)
–
(135,351)
–
(145,350)

–
–
35,949
20,064
31,172
90,234
23,629
96,900

517,376

265,879

(71,367)

(413,940)

297,948

Number of
awards held
as at
31 December
2018

Market value of shares (R’s)

Type of
award1, 2

Date of
awards

Award
price
basis
(cents)

BSP
PSP
BSP
PSP
BSP
PSP
BSP
PSP

Apr 15
Apr 15
Apr 16
Apr 16
Apr 17
Apr 17
Apr 18
Apr 18

4,243
4,243
4,825
4,825
2,969
2,969
2,889
2,889

Total market value of shares

Value of
awards
vested
during
year6

Value
of shares
lapsed or
Market
expected
value at
to lapse 31 December
at vesting
20187

Market
value at
grant date3

Grant value
of awards
granted
during year4

Cumulative
effects of
share price
movement
gain/(loss)5

1,743,788
4,038,700
1,734,539
4,264,673
925,497
6,697,619
–
–

–
–
–
–
–
–
682,642
6,998,603

(577,369)
(1,337,216)
(979,251)
(2,407,662)
(270,573)
(1,958,078)
(186,197)
(1,908,930)

(1,166,419)
(859,077)
–
–
–
–
–
–

–
(1,842,407)
–
(1,435,469)
–
(2,843,725)8
–
(3,053,804)8

–
–
755,288
421,542
654,924
1,895,816
496,445
2,035,869

19,404,816

7,681,245

(9,625,276)

(2,025,496)

(9,175,405)

6,259,884
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BDV Clark
Number of shares

Type of award1, 2

Date of
awards

Release date

BSP
PSP
BSP
PSP
BSP
PSP
BSP
PSP

Apr 15
Apr 15
Apr 16
Apr 16
Apr 17
Apr 17
Apr 18
Apr 18

Mar 18
Mar 18
Mar 19
Mar 19
Mar 20
Mar 20
Mar 21
Mar 21

Total number of shares

Number of
awards at
grant date

Number of
awards
granted
during year

Number of
awards
vested
during year

Number of
shares
lapsed or
expected
to lapse
at vesting

30,674
43,044
27,600
40,311
24,186
128,605
–
–

–
–
–
–
–
–
18,318
138,109

(30,674)
(13,688)
–
–
–
–
–
–

–
(29,356)
–
(31,160)
–
(77,163)
–
(82,865)

–
–
27,600
9,151
24,186
51,442
18,318
55,244

294,420

156,427

(44,362)

(220,544)

185,941

Number of
awards held
as at
31 December
2018

Market value of shares (R’s)

Type of
award1, 2

Date of
awards

BSP
PSP
BSP
PSP
BSP
PSP
BSP
PSP

Apr 15
Apr 15
Apr 16
Apr 16
Apr 17
Apr 17
Apr 18
Apr 18

Award price
basis
(cents)

Total market value of shares
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4,243
4,243
4,825
4,825
2,969
2,969
2,889
2,889

Value of
awards
vested
during
year6

Value
of shares
lapsed or
Market
expected
value at
to lapse 31 December
at vesting
20187

Market
value at
grant date3

Grant value
of awards
granted
during year4

Cumulative
effects of
share price
movement
gain/(loss)5

1,301,498
1,826,357
1,331,700
1,945,006
718,082
3,818,282
–
–

–
–
–
–
–
–
529,207
3,989,969

(430,927)
(604,708)
(751,824)
(1,098,072)
(209,934)
(1,116,291)
(144,346)
(1,088,299)

(870,571)
(388,485)
–
–
–
–
–
–

–
(833,164)
–
(654,680)
–
(1,621,195)8
–
(1,741,002)8

–
–
579,876
192,254
508,148
1,080,796
384,861
1,160,668

10,940,925

4,519,176

(5,444,401)

(1,259,056)

(4,850,041)

3,906,603
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2018 – Prescribed Officers
RP von Veh
Number of shares

Type of award1, 2

Date of
awards

Release date

BSP
PSP
BSP
PSP
BSP
PSP
BSP

Apr 15
Apr 15
Apr 16
Apr 16
Apr 17
Apr 17
Apr 18

Mar 18
Mar 18
Mar 19
Mar 19
Mar 20
Mar 20
Mar 21

Total number of shares

Number of
awards at
grant date

Number of
awards
granted
during year

Number of
awards
vested
during year

Number of
shares
lapsed or
expected
to lapse
at vesting

33,592
47,189
30,499
43,819
26,113
139,796
–

–
–
–
–
–
–
18,102

(33,592)
(15,006)
–
–
–
–
–

–
(32,183)
–
(33,872)
–
(83,878)
–

–
–
30,499
9,947
26,113
55,918
18,102

321,008

18,102

(48,598)

(149,933)

140,579

Number of
awards held
as at
31 December
2018

Market value of shares (R’s)

Type of
award1, 2

Date of
awards

Award
price
basis
(cents)

BSP
PSP
BSP
PSP
BSP
PSP
BSP

Apr 15
Apr 15
Apr 16
Apr 16
Apr 17
Apr 17
Apr 18

4,243
4,243
4,825
4,825
2,969
2,969
2,889

Total market value of shares

Grant value
of awards
granted
during year4

Cumulative
effects of
share price
movement
gain/(loss)5

Value of
awards
vested
during
year6

Value
of shares
lapsed or
Market
expected
value at
to lapse 31 December
at vesting
20187

Market
value at
grant date3
1,425,309
2,002,229
1,471,577
2,114,267
775,295
4,150,543
–

–
–
–
–
–
–
522,967

(471,921)
(662,939)
(830,793)
(1,193,630)
(226,661)
(1,213,429)
(142,644)

(953,388)
(425,891)
–
–
–
–
–

–
(913,399)
–
(711,653)
–
(1,762,268)8
–

–
–
640,784
208,984
548,634
1,174,846
380,323

11,939,220

522,967

(4,742,017)

(1,379,279)

(3,387,320)

2,953,571
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HM Thompson
Number of shares

Type of award1, 2

Date of
awards

Release date

BSP
PSP
BSP
PSP
BSP
PSP
BSP
PSP

Apr 15
Apr 15
Apr 16
Apr 16
Apr 17
Apr 17
Apr 18
Apr 18

Mar 18
Mar 18
Mar 19
Mar 19
Mar 20
Mar 20
Mar 21
Mar 21

Total number of shares

Number of
awards
vested
during year

Number of
shares
lapsed or
expected
to lapse
at vesting

Number of
awards held
as at
31 December
2018

Number of
awards at
grant date

Number of
awards
granted
during year

33,210
39,082
29,383
36,291
25,775
138,935
–
–

–
–
–
–
–
–
19,275
149,202

(33,210)
(12,428)
–
–
–
–
–
–

–
(26,654)
–
(28,053)
–
(83,361)
–
(89,521)

–
–
29,383
8,238
25,775
55,574
19,275
59,681

302,676

168,477

(45,638)

(227,589)

197,926

Market value of shares (R’s)

Type of
award1, 2

Date of
awards

Award
price
basis
(cents)

BSP
PSP
BSP
PSP
BSP
PSP
BSP
PSP

Apr 15
Apr 15
Apr 16
Apr 16
Apr 17
Apr 17
Apr 18
Apr 18

4,243
4,243
4,825
4,825
2,969
2,969
2,889
2,889

Total market value of shares
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Value of
awards
vested
during
year6

Value
of shares
lapsed or
Market
expected
value at
to lapse 31 December
at vesting
20187

Market
value at
grant date3

Grant value
of awards
granted
during year4

Cumulative
effects of
share price
movement
gain/(loss)5

1,409,100
1,658,249
1,417,730
1,751,041
765,260
4,124,980
–
–

–
–
–
–
–
–
556,855
4,310,446

(466,554)
(549,047)
(800,393)
(988,567)
(223,727)
(1,205,956)
(151,887)
(1,175,712)

(942,546)
(352,724)
–
–
–
–
–
–

–
(756,478)
–
(589,392)
–
(1,751,415)8
–
(1,880,840)8

–
–
617,337
173,082
541,533
1,167,609
404,968
1,253,894

11,126,360

4,867,301

(5,561,843)

(1,295,270)

(4,978,125)

4,158,423
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JW Hunt
Number of shares

Type of award1, 2

Date of
awards

Release date

BSP
PSP
BSP
PSP
BSP
PSP
BSP
PSP

Apr 15
Apr 15
Apr 16
Apr 16
Apr 17
Apr 17
Apr 18
Apr 18

Mar 18
Mar 18
Mar 19
Mar 19
Mar 20
Mar 20
Mar 21
Mar 21

Total number of shares

Number of
awards at
grant date

Number of
awards
granted
during year

Number of
awards
vested
during year

Number of
shares
lapsed or
expected
to lapse
at vesting

19,483
24,696
18,678
23,239
15,410
89,134
–
–

–
–
–
–
–
–
11,047
95,271

(19,483)
(7,854)
–
–
–
–
–
–

–
(16,842)
–
(17,964)
–
(53,480)
–
(57,163)

–
–
18,678
5,275
15,410
35,654
11,047
38,108

190,640

106,318

(27,337)

(145,449)

124,172

Number of
awards held
as at
31 December
2018

Market value of shares (R’s)

Type of
award1, 2

Date of
awards

Award
price
basis
(cents)

BSP
PSP
BSP
PSP
BSP
PSP
BSP
PSP

Apr 15
Apr 15
Apr 16
Apr 16
Apr 17
Apr 17
Apr 18
Apr 18

4,243
4,243
4,825
4,825
2,969
2,969
2,889
2,889

Total market value of shares

Cumulative
effects of
share price
movement
gain/(loss)5

Value of
awards
vested
during
year6

Value
of shares
lapsed or
Market
expected
value at
to lapse 31 December
at vesting
20187

Market
value at
grant date3

Grant value
of awards
granted
during year4

826,664
1,047,851
901,214
1,121,282
457,523
2,646,388
–
–

–
–
–
–
–
–
319,148
2,752,379

(273,709)
(346,944)
(508,789)
(633,030)
(133,759)
(773,683)
(87,050)
(750,735)

(552,955)
(222,908)
–
–
–
–
–
–

–
(477,999)
–
(377,418)
–
(1,123,623)8
–
(1,200,896)8

–
–
392,425
110,834
323,764
749,082
232,098
800,658

7,000,922

3,071,527

(3,507,699)

(775,863)

(3,180,026)

2,608,861
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N Naidoo
Number of shares

Type of award1, 2

Date of
awards

Release date

BSP
PSP
BSP
PSP
BSP
PSP
BSP
PSP

Apr 15
Apr 15
Apr 16
Apr 16
Apr 17
Apr 17
Apr 18
Apr18

Mar 18
Mar 18
Mar 19
Mar 19
Mar 20
Mar 20
Mar 21
Mar 21

Total number of shares

Number of
Number of shares lapsed
awards
or expected
vested
to lapse
during year
at vesting

Number of
awards held
as at
31 December
2018

Number of
awards at
grant date

Number of
awards
granted
during year

25,576
30,213
23,273
28,427
19,867
109,035
–
–

–
–
–
–
–
–
14,522
117,093

(25,576)
(9,608)
–
–
–
–
–
–

–
(20,605)
–
(21,974)
–
(65,421)
–
(70,256)

–
–
23,273
6,453
19,867
43,614
14,522
46,837

236,391

131,615

(35,184)

(178,256)

154,566

Cumulative
effects of
share price
movement
gain/(loss)5

Value of
awards
vested
during
year6

Value
of shares
lapsed or
Market
expected
value at
to lapse 31 December
at vesting
20187

Market value of shares (R’s)

Type of
award1, 2

Date of
awards

Award
price
basis
(cents)

BSP
PSP
BSP
PSP
BSP
PSP
BSP
PSP

Apr 15
Apr 15
Apr 16
Apr 16
Apr 17
Apr 17
Apr 18
Apr18

4,243
4,243
4,825
4,825
2,969
2,969
2,889
2,889

Total market value of shares
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Market
value at
grant date3

Grant value
of awards
granted
during year4

1,085,190
1,281,938
1,122,922
1,371,603
589,851
3,237,249
–
–

–
–
–
–
–
–
419,541
3,382,817

(359,307)
(424,450)
(633,957)
(774,351)
(172,446)
(946,424)
(114,433)
(922,693)

(725,883)
(272,688)
–
–
–
–
–
–

–
(584,800)
–
(461,675)
–
(1,374,495)8
–
(1,476,074)8

–
–
488,965
135,577
417,405
916,330
305,108
984,050

8,688,753

3,802,358

(4,348,061)

(998,571)

(3,897,044)

3,247,435
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J Stumpf
Number of shares

Type of award1, 2

Date of
awards

Release date

BSP
BSP
PSP
BSP
PSP
BSP
PSP

Apr 15
Apr 16
Apr 16
Apr 17
Apr 17
Apr 18
Apr 18

Mar 18
Mar 19
Mar 19
Mar 20
Mar 20
Mar 21
Mar 21

Total number of shares

Number of
Number of shares lapsed
awards
or expected
vested
to lapse
during year
at vesting

Number of
awards held
as at
31 December
2018

Number of
awards at
grant date

Number of
awards
granted
during year

21,117
6,577
33,341
24,113
127,640
–
–

–
–
–
–
–
19,125
137,073

(21,117)
–
–
–
–
–
–

–
–
(25,773)
–
(76,584)
–
(82,244)

–
6,577
7,568
24,113
51,056
19,125
54,829

212,788

156,198

(21,117)

(184,601)

163,268

Market value of shares (R’s)

Type of
award1, 2

Date of
awards

BSP
BSP
PSP
BSP
PSP
BSP
PSP

Apr 15
Apr 16
Apr 16
Apr 17
Apr 17
Apr 18
Apr 18

Award
price
basis
(cents)
4,243
4,825
4,825
2,969
2,969
2,889
2,889

Total market value of shares

Value
of shares
lapsed or
Market
expected
value at
to lapse 31 December
at vesting
20187

Market
value at
grant date3

Grant value
of awards
granted
during year4

895,994
317,340
1,608,703
715,915
3,789,632
–
–

–
–
–
–
–
552,521
3,960,039

(296,664)
(179,157)
(908,209)
(209,301)
(1,107,915)
(150,705)
(1,080,135)

(599,330)
–
–
–
–
–
–

–
–
(541,482)
–
(1,609,030)8
–
(1,727,942)8

–
138,183
159,012
506,614
1,072,687
401,816
1,151,962

7,327,584

4,512,560

(3,932,086)

(599,330)

(3,878,454)

3,430,274

1

Bonus share plan (BSP).

2

Performance share plan (PSP).

3

Market value at grant date is the number of shares granted and/or awarded at the grant or award price.

4

During the year, share grants and awards were made at R28.89 per share.

5

Value of
awards
vested
during
year6

Cumulative
effects of
share price
movement
gain/(loss)5

 umulative effects of share price gains and losses represents the market value change between the share value at grant dates, the value of at vesting, the
C
value of shares lapsing or expected to lapse and the closing share price at year-end.

6

During the year, share awards were vested at a share price of R28.3814 per share.

7

Market value at 31 December 2018 is the closing share price which was R21.01 per share.

8

Assumed a 40% achievement of PSP targets.

Non-executive Directors’ fees
2018
Fees paid as
Non-executive Director1

2017
Fees paid as
Trustee to the Mpact
Foundation Trust1

Fees paid as
Non-executive Director1

Fees paid as
Trustee to the Mpact
Foundation Trust1

AJ Philips
AM Thompson
M Makanjee
NP Dongwana
NB Langa-Royds
TDA Ross

1,002,482
450,324
474,588
473,064
652,302
621,984

–
44,430
–
134,571
67,286
–

946,593
475,655
448,253
475,655
529,812
587,254

–
63,536
–
127,071
63,536
–

Total

3,674,744

246,287

3,463,222

254,143

1

The above amounts excludes VAT.
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Chief Financial Officer’s review

The Paper business benefited from the
Felixton mill upgrade and certain macroeconomic developments, while the Plastics
business was affected by increased
competition, an industry-wide strike,
the Sugar Tax, the drought and subdued
consumer demand
Brett Clark

Group capital expenditure (R’m)1
811

Financial results
The Group’s financial results for the year
ended 31 December 2018 reflected a
strong trading performance in the Paper
business partly offset by a decline in the
Plastics business.

748

280

179
472

The Paper business benefited from the
Felixton mill upgrade, increased corrugated
sales and macro-economic factors such as
Chinese policy interventions on recovered
paper.

213

531

569

259

2016

2017

2018

Paper business

1

The Plastics business experienced
increased competition due to overcapacity
in the styrene trays sector. Sales were also
negatively affected by an industry-wide
strike, drought in the Eastern and Western
Cape, subdued consumer demand and the
impact of the Sugar Tax on preform sales.

Plastics business

Excludes capital spend in corporate

Trade working capital % of revenue
R’m
2500

19.2%

18.3%
17.0%

20
18

2 038

1 719

16

1 851

2000
1500

%

14
12
10

1000

8
6

500

4
2

0

2016
Trade working capital
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2017
% of revenue

2018

0

Mpact Polymers’ results were negatively
affected by delays in the delivery of new
washing and wet grinding equipment which
will be fully installed in the first half of 2019.
Group revenue of R10.6 billion was 4.9%
higher than the prior year, reflecting higher
average selling prices offset by the mix
of products sold. External sales volumes
remained unchanged from the prior
year with increased containerboard and
converted paper packaging sales offset by
lower sales of bins and crates, preforms
and closures and lower external sales of
recovered paper.
The Paper business reported a 7.0%
increase in segment revenue for the year
to R8.3 billion (2017: R7.7 billion) due to
higher average selling prices and mix of
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1 478

1400
1200

Revenue in the Plastics business was down
3% to R2.4 billion (2017: R2.5 billion) due
to lower sales volumes, partially offset by
higher average selling prices. Sales volumes
in the Plastics Converting business were
down 10.6% as a result of backward
integration by customers and the effects of
the Sugar Tax on preform sales. In addition,
crates and jumbo bin sales were lower than
the prior year due to subdued demand
attributable in part to the drought.

1 065

1000
800
600
400

200

213

Between
4 – 5 years

After
5 years

200
0

Between
1 – 2 years

Between
2 – 3 years

Underlying operating profit increased by
47.3% to R672 million (2017: R457 million).
ROCE increased to 10.7% (2017: 7.7%).
In the Paper business, underlying operating
profit increased by 56.7% to R694 million
as a result of the higher gross margin offset
by a non-recurring fixed cost capitalised
to the Felixton project in the prior year, as
well as costs associated with the planned
Piet Retief mill maintenance shut during
the year. The Plastics business underlying
operating profit of R50 million declined
by 29% due to due to lower volumes and
lower average prices.

Net debt (R’m)
2500

2 244
2 125
2 001
2000

1500

2016

2017

The operational reviews on pages 32 and
40 discuss the results of the Paper and
Plastics businesses in detail.

2018

Gross special items for the year ended
31 December 2018 totalled R53 million
which include impairment on property,
plant and equipment, as well as
restructuring cost in the Plastics converting
business.

Movement in net debt (Rm)
1500

1 218

1000
500

Net finance costs increased by 8.5% to
R219.9 million (December 2017:
R202.6 million) partially due to R28 million
of interest capitalised to the Felixton mill
upgrade project in the prior year.

4

0
(215)

(234)

-500

(72)

(47)

(534)

-1000
-1500
-2000
-2500

(2 125)

(2 244)
Net debt at
December
2017

Cash
Working
generated
capital
from
outflows
operations
before working
capital

Capital
expenditure

Administration

product sold. External sales volumes,
excluding recycling increased by 3.7% with
higher sales volumes of containerboard
and corrugated packaging.

Maturity profile of committed facilities (R’m)
1600

Financial statements

Interest
paid

Income tax
paid

Dividend
paid to
equity
holders

Other
items

Net debt at
December
2018

Group tax expense for the year was
R102.2 million, resulting in an effective
tax rate of 23.8% (December 2017:
-10.1%). This effective tax rate is lower
than the statutory rate mainly due to the
recognition of assessed tax losses in a
Group subsidiary and the benefit of S12I
tax incentives on qualifying assets.
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Chief Financial Officer’s review (continued)

Net finance costs increased
by 8.5% to R219.9
million (December 2017:
R202.6 million) partially due
to R28 million of interest
capitalised to the Felixton
mill upgrade project in the
prior year.
Group tax expense for the
year was R102.2 million,
resulting in an effective tax
rate of 23.8% (December
2017: -10.1%)

The decrease was partially offset by the
non-recognition of deferred tax on certain
tax losses in Mpact Polymers. In the prior
year, the Group benefitted from a S12I tax
incentive of R114 million on the Felixton
mill project.
Basic and headline earnings per share for
the year were 185.1 cents and 195.6 cents
respectively (December 2017: 162.1 cents
and 164.5 cents, respectively). Underlying
earnings per share were 208.0 cents, an
increase of 25.1% when compared to the
prior year of 166.3 cents.
A final gross cash dividend of 55 cents
per ordinary share was declared by the
Board on 12 March 2019, bringing the
total dividend for the 2018 financial year to
70 cents per ordinary share.
The table on page 20 provides historic
financial information for the Group.

Financial position
Capital assets
Non-current assets consist mainly
of property, plant and equipment.
Capital expenditure reduced in 2018 to
R534 million (2017: R856 million) on the
completion of the Felixton Mill Project.
R259 million was invested in the Paper
business and R213 million in the Plastics
business.

Working capital and cash flow
Working capital represented 19.2% of
revenue (2017: 17.0%), with the increase
attributable to higher inventory levels
of recycled and virgin containerboard.
Working capital at the end of
December 2018 was R 2,038 million
(2017: R1,719 million).
At year-end, cash and cash equivalents
totalled R695 million (2017: R343 million).

Funding
Net debt of R2.1 billion (December 2017:
R2.2 billion) decreased by 5.3% mainly
as a result of lower capital expenditure
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and tax paid during the year, offset by
working capital outflows. The gearing ratio
decreased to 32.2% (December 2017:
34.8%).
The Mpact Polymers balance sheet was
successfully restructured in July 2018
with the IDC senior loan facility converted
into an R83 million interest-bearing loan
at Prime +1% and a R146 million noninterest-bearing subordinated loan. As part
of the restructuring, the IDC increased
its shareholding in Mpact Polymers by
10% at nominal value and now holds
31%, with Mpact holding 69%. A further
cash injection was received by way of
shareholders subscribing for preference
shares of R90 million, ranking ahead of
subordinated loans.
The maturity profile of committed facilities
graph illustrated on page 95 shows the
maturity profile of Mpact’s debt facilities of
R3.0 billion at 31 December 2018.
Capital commitments for the Group as at
31 December 2018 totalled R739 million.
The Group has sufficient bank facilities
to fund approved expenditure on capital
projects and working capital requirements.

Outlook for 2018
Benefits from the capital investments of the
last few years and lower recovered paper
prices are expected to deliver growth in
the Paper business, although the difficult
trading conditions affecting the Plastics
converting business during 2018 are
expected to persist.
Mpact Polymers should achieve improved
yields and throughput on the installation
of new bottle washing and wet grinding
equipment.
Brett Clark
Chief Financial Officer
12 March 2019
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Audit and Risk Committee report
The Audit and Risk Committee
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 IV
Tim Ross

Introduction
The Audit and Risk Committee has
pleasure in submitting its report for the year
ended 31 December 2018 in compliance
with section 94(7) of the Companies Act.

The Committee members are appointed
annually by the shareholders at the Annual
General Meeting.

Meetings

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 IV.

The Audit and Risk Committee held five
meetings during the year. Tim Ross and
Neo Dongwana attended all meetings
of the Committee during the year while
Andrew Thompson attended 4 of the
5 meetings. Sibusiso Luthuli who was
appointed on 21 December 2018
attended the subsequent meeting held
on 28 February 2019.

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

Committee activities

Composition
The Audit and Risk Committee comprises
four Non-executive Directors, all of whom
are independent. Tim Ross is the
Chairman, Neo Dongwana and Andrew
Thompson are the current members
and Sibusiso Luthuli was appointed on
21 December 2018 to the Mpact Board of
Directors and Audit and Risk Committee.
The Chief Executive Officer, the Chief
Financial Officer, the Head of Information
and Communication Technology, the
Group Risk and Sustainability Manager, a
representative of KPMG, the independent
Internal Auditor, and a representative of
Deloitte & Touche, the independent External
Auditor, and other senior managers all
attend meetings by invitation.

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 SJ Nelson as the independent
individual registered auditor who undertook
the Group’s audit for the current year. The
Committee considered all information
as required by section 3.86 of the JSE
Listings Requirements in assessing Deloitte
& Touches’ independence, registration
as a Registered Auditor and the ability to
perform a quality audit of the Group.
After considering the below factors and the
auditor’s tenure, the Committee is satisfied
that Deloitte & Touche is independent of
the Group.

The Committee proposes the reappointment of Deloitte & Touche as
External Auditor and SJ Nelson as the
independent individual registered auditor.
The Group’s shareholders are requested to
vote at the Annual General Meeting.

Independence of external
auditors
This assessment was made after
considering the following:
• Confirmation from the external auditors
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 auditors also
confirmed that they have internal
monitoring procedures to ensure
their independence.
• The auditors do not, other than in
their capacity as external auditors 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 nature
of the non-audit work undertaken and
the quantum of the audit fees relative
to the total fee base.
• 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.
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Audit and Risk Committee report (continued)

• The criteria specified for independence
by the Independent Regulatory Board
for Auditors.
• Information provided by the auditors in
terms of the JSE Listing Requirements,
Paragraph 22.15(h).
• 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 2018
financial year.

External auditors’ fees
The committee:
• Approved, in consultation with
management, the audit fee and
engagement terms for the external
auditors for the 2018 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; and
• 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.
• Monitored the effectiveness of the
external auditors in terms of audit
quality and expertise.
• 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;
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• Considered the appropriateness of
accounting policies and disclosures
made; and
• In accordance with the JSE Listings
Requirements approved the Group
financial reporting procedure; and
• Completed a detailed review of the going
concern assumption, confirming that it
was appropriate in the preparation of the
financial statements.

Key audit matters
The figures disclosed in the annual financial
statements in certain circumstances are
arrived at using judgment. These are
explained in detail in the accounting
policies. The Committee has considered
the qualitative and quantitative aspects of
the information presented in the statement
of financial position and other items that
require significant judgment and noted
the following:

Valuation of the Polymer’s
plant
Mpact Polymers has incurred losses during
the year, with throughput being constrained
and targeted production volumes not
achieved. The continuation of losses is
an indicator of possible impairment of the
Mpact Polymers plant. Taking the above
into account, the Directors have performed
an impairment test on the plant as at 31
December 2018. The recoverable amount
was determined by calculating the net
present value of forecast operating cash
flows (discounted cash flows).
In determining the discounted cash flow, a
weighted average cost of capital range of
between 15.8% and 16.5% was used. The
result of the impairment testing reflects no
impairment on the Mpact Polymers plant,
however the testing was sensitive to the
following key variables:
• Growth rate used in the discounted
cash flows,
• Production volumes and
• Efficiency yields
Improvements to the front end of the
plant are planned to be completed in
the 1st half of 2019 which is expected
to significantly increase production
volumes. The operating cash flows used
in the impairment testing were based on
production volumes which represent an
achievable capacity utilisation forecast.

In determining the discounted cash flows,
the Directors assumed a production volume
range of between 13,770 tonnes and 18,000
tonnes, as well as an efficiency yield range of
between 63% and 68%. These assumptions
have resulted in the recoverable amount
exceeding the cost of PPE.
In assessing the impairment of the plant
the benefit of the unrecognised tax losses
were not taken into account. Based on
the above, the Directors are of the opinion
that it is not necessary to impair the plant
at Mpact Polymers, but will continue to
monitor performance once the capital
investments are fully implemented.

Valuation of Goodwill
Goodwill is assessed annually for
impairment. Key assumptions used are
operating cash flow projections, growth
rates and discount rates. The cash
flow projections are approved by senior
management. The discount rate is calculated
using market information, taking into account
the geographic and other risk factors relating
to the particular cash-generating unit being
assessed. The Committee considered the
impairment test noting the assumptions
used, its sensitivities and the resultant
headroom. It is the committee’s opinion that
the carrying value of the goodwill is fairly
stated. Refer to note 7 of the consolidated
annual financial statements.

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.
• 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
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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 and the audit
Executive of internal audit as the Group’s
internal auditor and is satisfied with their
independence.

Internal financial control
and compliance
The committee:
• 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.

Risk management
Management is regularly 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

Operational review

Sustainability

budgets and monitors progress against
the budget. It also considers the identified
business risks.
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.
The Committee assessed the effectiveness
of the controls and determined how well
management perceived the identified
controls. The Likelihood rating tables
and Potential Loss Impact Rating were
reviewed and approved.
The Risk Management Review is available
on the website, www.mpact.co.za.

Combined assurance
A combined assurance map was
developed by management in collaboration
with internal audit and external audit.
The mapping was compiled to help
understand the level of coverage
achieved by each assurance provider in
terms of the third level of defence in the
Combined Assurance Model. Although,
the Committee approved the Integrated
Risk Assurance Framework it is noted that
further improvements will be incorporated
in the combined assurance map.

Integrated report
The Committee fulfils an oversight role
regarding the 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

Governance

Financial statements

Administration

that the Integrated Report is materially
accurate, complete and reliable and
consistent with the annual financial
statements; and
• The Committee has recommended the
Integrated Report for the year ended
31 December 2018 to the Board for
approval.

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 that BDV Clark CA(SA) 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
12 March 2019
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Directors’ Responsibility Statement and Basis
of Preparation
The Directors are responsible for preparing
the summarised consolidated financial
statements in accordance with applicable
laws and regulations.
These summarised consolidated financial
statements have been prepared using
accounting policies compliant with
International Financial Reporting Standards
(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 the
Financial Reporting Standards Council
and are in compliance with the Companies
Act, 2008 of South Africa. The Directors
take full responsibility for the preparation
of the summarised consolidated financial
statements and the financial information
has been correctly extracted from the
underlying consolidated annual financial
statements.

Approval of the
summarised consolidated
financial statements
The Directors confirm, that to the best
of their knowledge, the summarised
consolidated financial statements 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 the Financial Reporting
Standards Council, and the requirements
of the Companies Act of South Africa,
fairly present the assets, liabilities, financial
position and profit of the Group and the
undertakings included in the consolidation
taken as a whole.

statements have therefore been prepared
on a going concern basis.
The summarised consolidated financial
statements and related notes, which
appear on pages 105 to 125 were
approved by the Board of Directors and
authorised for issue on 12 March 2019
and were signed on its behalf by:

AJ Phillips
Chairman

BW Strong
Chief Executive Officer

12 March 2019

The Directors believe that the Group
has adequate resources to continue in
operation for the foreseeable future and
the summarised consolidated financial

Certificate by the Company Secretary
In terms of section 88(2)(e) of the Companies Act, I certify that Mpact Limited Group has lodged with the Companies and Intellectual
Property Commission all such returns, as are required of a Company in terms of the Act and, that such returns are true, correct and
up to date.

Noriah Sepuru
Company Secretary
12 March 2019
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Report of the Directors
The Directors have pleasure in presenting
their report on the summarised consolidated
financial statements of Mpact Limited and
its subsidiaries (Group) for the year ended
31 December 2018.

Nature of business
Mpact is one of the largest paper and
plastics packaging businesses in southern
Africa, with leading market positions in
recovered paper collection, corrugated
packaging, recycled-based cartonboard
and containerboard, polyethyleneterephthalate (PET) preforms and trays,
recycled PET (rPET) and plastic jumbo bins.
The principal activities of the Group remain
unchanged from the previous year.

Dividends
Notice is hereby given that the Board has declared a final gross cash dividend of 55 cents
for the year ended 31 December 2018 (44 cents net of dividend withholding tax) per
ordinary share. The dividend has been declared from income reserve. The number of
ordinary shares in issue at date of this declaration is 173,304,517. A dividend withholding
tax of 20% will be applicable to all shareholders who are not exempt. Mpact’s income tax
reference number is 9003862175.
The Board of Directors are satisfied that the liquidity and solvency of the Company, as
well as capital remaining after payment of the dividend is sufficient to support the current
operations and to facilitate future development of the business in the year ahead.
Salient dates with regard to the ordinary dividend
Publication of dividend declaration

Wednesday, 13 March 2019

Last day to trade to receive a dividend
Shares commence trade ex-dividend

Tuesday, 2 April 2019
Wednesday, 3 April 2019

Mpact Limited is incorporated in the
Republic of South Africa and is listed
on the JSE.

Record date

Financial results

Share certificates may not be dematerialised or re-materialised between Wednesday,
3 April 2019 and Friday, 5 April 2019, both days inclusive.

The Group’s profit for the year ended
31 December 2018 was R327.0 million
(2017: R287.5 million). Full details of
the financial position and results of the
Group are set out in the accompanying
summarised consolidated financial
statements.

Segment analysis
An analysis of results by each operating
segment can be found in note 2 of
the summarised consolidated financial
statements.

Stated capital
The authorised share capital is
217,500,000 ordinary shares of no
par value.
On 31 December 2018, the issued share
capital of the Company was 173,304,517
ordinary shares of no par value. (2017:
171,461,623 ordinary shares of no
par value).

Friday, 5 April 2019

Payment date

Monday, 8 April 2019

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.

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 2018, the net investment in property, plant and equipment amounted to
R3,737.3 million (2017: R3,822.0 million), details of which are set out in note 8. Capital
commitments at year-end for the Group amounted to R738.8 million (2017: R733.3 million),
details of which are set out in note 16. 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 2018, the total borrowings less cash
resources were R2,124.6 million (2017: R2,243.7 million). At 31 December 2018, the Group
had approved committed facilities of R2,960 million (2017: R2,900 million). Refer to note 11.

Events occurring after the reporting date
There were no significant or material subsequent events which would require adjustment
to or disclosure in the summarised consolidated financial statements except for the events
disclosed in note 21.
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Report of the Directors (continued)

Directors
The following Directors have held office during the year ended 31 December 2018 and to
the date of this report:
AJ Phillips (Chairman)
NP Dongwana
NB Langa – Royds
PCS Luthuli (appointed on 21 December 2018)
M Makanjee
TDA Ross
AM Thompson
BW Strong (Chief Executive Officer)
BDV Clark (Chief Financial Officer)

Independent Non-executive
Independent Non-executive
Independent Non-executive
Independent Non-executive
Independent Non-executive
Independent Non-executive
Independent Non-executive
Executive
Executive

Company Secretary
The Company Secretary of Mpact Limited is MN Sepuru.
Registered Office
4th Floor
3 Melrose Boulevard
Melrose Arch, 2196

Postal address
Postnet Suite #179
Private Bag X1
Melrose Arch, 2076

Auditor
Deloitte & Touche is the appointed auditor to the Company, with SJ Nelson 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” and an interpretation thereof, the body of the
section also applies to financial assistance provided by the Company to any related or interrelated Company or corporation and a member of a related or inter-related corporation.
On 6 March 2018, 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 and King IV, 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.
In collaboration with the internal and external auditors, a combined assurance map
was developed.
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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 97 to 99.

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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Interest of Directors and Prescribed Officers in share capital
The aggregate beneficial holdings as 31 December 2018 and 31 December 2017 of the Directors and Prescribed Officers of the Company
in the issued ordinary shares of the Company are detailed below. There have been no changes in these shareholdings between
31 December 2018 and 12 March 2019, the date of approval.

2018
Direct
No. of
shares

2018
Indirect
No. of
shares

2017
Direct
No. of
shares

2017
Indirect
No. of
shares

547,543
–

–
133,762

497,699
–

–
77,678

8,914

1,516

8,730

1,486

61,603
361,813
217,492

–
–
–

60,329
359,488
199,219

–
–
–

1,197,365

135,278

1,125,465

79,164

2017

No. of
shares

2018
% of total
issued
share
capital

No.
of shares

2017
% of total
issued
share
capital

36,536,582
22,611,708
17,486,961
10,484,883

21.08
13.05
10.09
6.05

35,847,426
22,170,664
18,832,463
6,173,257

20.95
12.96
11.01
3.61

Executive Director
BW Strong
BDV Clark
Non-executive Director
AJ Phillips
Prescribed Officers
RP Von Veh
HM Thompson
JW Hunt
Total

There are no associate interests for the above Directors and Prescribed Officers.

Interest of major shareholders in share capital
Major shareholders
(5% and more of the shares in issue)
2018

Allan Gray
Prudential Investment Managers
Public Investment Corporation
Coronation Fund Managers
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Independent Auditor’s report

INDEPENDENT AUDITOR’S REPORT ON THE SUMMARISED FINANCIAL STATEMENTS
TO THE SHAREHOLDERS OF MPACT LIMITED
INDEPENDENT
INDEPENDENT AUDITOR’S
AUDITOR’S REPORT
REPORT ON
ON THE
THE SUMMARISED
SUMMARISED FINANCIAL
FINANCIAL STATEMENTS
STATEMENTS
TO
TO THE
THE SHAREHOLDERS
SHAREHOLDERS OF
OF MPACT
MPACT LIMITED
LIMITED

Opinion

Opinion
Opinion

The summarised consolidated financial statements of Mpact Limited, which comprise the summarised consolidated
statements
financial consolidated
position
as at
31 December
2018,
theLimited,
summarised
consolidated
statements
of profit or loss
The
summarised
financial
statements
of
which
the
consolidated
The of
summarised
consolidated
financial
statements
of Mpact
Mpact
Limited,
which comprise
comprise
the summarised
summarised
consolidated
statements
of
position
as
the
statements
profit
or
statements
of financial
financial
positionchanges
as at
at 31
31 December
December
2018,
the summarised
summarised
consolidated
statements
of
profit
or loss
lossnotes,
and other
comprehensive
income,
in equity2018,
and cash
flows for consolidated
the year then
ended,of
and
related
and
income,
in
and
flows
for
year
ended,
and
related
and other
other comprehensive
comprehensive
income, changes
changes
in equity
equity
and cash
cash of
flows
for the
the
year then
then
ended,
and
related
notes,
are derived
from
the
audited consolidated
financial
statements
Mpact
Limited
for the
year
ended
31notes,
December
are derived
derived from
from the
the audited
audited consolidated
consolidated financial
financial statements
statements of
of Mpact
Mpact Limited
Limited for
for the
the year
year ended
ended 31
31 December
December
2018. are
2018.
2018.

In our opinion,
the accompanying
summarised
consolidated
statements
consistent,
all material
In
the
summarised
consolidated
financial
are
consistent,
in
material
In our
our opinion,
opinion,
the accompanying
accompanying
summarised
consolidated financial
financial statements
statements
areare
consistent,
in all
allin
material
respects,respects,
with the
audited
consolidated
financial
statements
Limited,
accordance
IASInterim
34, Interim
with
the
consolidated
financial
statements
of
Mpact
in
accordance
with
IAS
respects,
with
the audited
audited
consolidated
financial
statementsof
of Mpact
Mpact Limited,
Limited,
in in
accordance
withwith
IAS 34,
34,
Interim
FinancialFinancial
Reporting
and the
of the
Companies
SouthAfrica
Africa
applicable
to summary
financial
Reporting
and
the
of
Companies
Act
of
as
applicable
to
financial
Financial
Reporting
andrequirements
the requirements
requirements
of the
the
CompaniesAct
Act of
of South
South
Africa
asas
applicable
to summary
summary
financial
statements.
statements.
statements.
Other
Other Matters
Matters
Other Matters
We
We have
have not
not audited
audited future
future financial
financial performance
performance and
and expectations
expectations by
by management
management included
included in
in the
the accompanying
accompanying

We havesummarised
not audited
future financial
performance
andaccordingly
expectations
byexpress
management
included
in the accompanying
consolidated
financial
statements
do
any
thereon.
summarised
consolidated
financial
statements and
and
accordingly
do not
not
express
any opinion
opinion
thereon.
summarised consolidated financial statements and accordingly do not express any opinion thereon.
Summarised
Summarised Consolidated
Consolidated Financial
Financial Statements
Statements

Summarised Consolidated Financial Statements

The
The summarised
summarised consolidated
consolidated financial
financial statements
statements do
do not
not contain
contain all
all the
the disclosures
disclosures required
required by
by the
the International
International

Financial
Standards
and
requirements
the
Companies
Act
South
as
to
Financial Reporting
Reporting
Standards
and the
the
requirements
of
thecontain
Companies
Act of
of
South Africa
Africa
as applicable
applicable
to financial
financial
The summarised
consolidated
financial
statements
do of
not
all the
disclosures
required
by the
International
statements.
statements. Reading
Reading the
the summarised
summarised consolidated
consolidated financial
financial statements
statements and
and the
the auditor’s
auditor’s report
report thereon,
thereon, therefore,
therefore,
Financialis
Reporting
Standards
and
the
requirements
of
the
Companies
Act
of
South
Africa
as
applicable
toThe
financial
is not
not aa substitute
substitute for
for reading
reading the
the audited
audited consolidated
consolidated financial
financial statements
statements and
and the
the auditor’s
auditor’s report
report thereon.
thereon. The
statements.
Readingfinancial
the summarised
financial
statements
and
the auditor’s
therefore,
summarised
statements
and
consolidated
financial
statements
do
reflect
the
of
summarised
financial
statements consolidated
and the
the audited
audited
consolidated
financial
statements
do not
notreport
reflectthereon,
the effects
effects
of
is not a events
substitute
for
reading
the audited
financial
statements
and
the auditor’s
report thereon. The
subsequent
to
date
on
consolidated
financial
statements.
events that
that occurred
occurred
subsequent
to the
theconsolidated
date of
of our
our report
report
on those
those
consolidated
financial
statements.
summarised financial statements and the audited consolidated financial statements do not reflect the effects of
The
Audited
Financial
Statements
and
our
Report
Thereon
The occurred
Audited Consolidated
Consolidated
Financial
Statements
andon
ourthose
Report
Thereon
events that
subsequent to
the date
of our report
consolidated
financial statements.
We
an
audit
on
consolidated
statements
We expressed
expressed
an unmodified
unmodified
audit opinion
opinion
on the
the audited
audited
consolidated
financial
statements in
in our
our report
report dated
dated 12
12
The Audited
Consolidated
Financial
Statements
and our
Report financial
Thereon
March
March 2019.
2019. That
That report
report also
also includes
includes the
the communication
communication of
of key
key audit
audit matters
matters as
as reported
reported in
in the
the auditor’s
auditor’s report
report
of
of the
the audited
audited financial
financial statements.
statements.

We expressed an unmodified audit opinion on the audited consolidated financial statements in our report dated 12
March 2019.
That Responsibility
report
also includes
communication
of key audit
matters
as reported in the auditor’s report
Directors’
for
Summarised
Consolidated
Financial
Statements
Directors’
Responsibility
for the
thethe
Summarised
Consolidated
Financial
Statements
of the audited financial statements.
The
The directors
directors are
are responsible
responsible for
for the
the preparation
preparation of
of the
the summarised
summarised consolidated
consolidated financial
financial statements
statements in
in

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

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
Auditor’s
Responsibility
Auditor’s
Responsibility
and for such internal control as the directors determine is necessary to enable the preparation of the summarised
consolidated
financial statements
thatan
are
free from
material
whether due
to fraud
or error.
Our
is
opinion
on
the
summarised
financial
statements
are
Our responsibility
responsibility
is to
to express
express
an
opinion
on whether
whether
themisstatement,
summarised consolidated
consolidated
financial
statements
are
consistent,
consistent, in
in all
all material
material respects,
respects, with
with the
the audited
audited consolidated
consolidated financial
financial statements
statements based
based on
on our
our procedures,
procedures,

which
were
which
were conducted
conducted in
in accordance
accordance with
with International
International Standard
Standard on
on Auditing
Auditing 810
810 (Revised),
(Revised), Engagements
Engagements to
to
Auditor’s
Responsibility
Report
Report on
on Summary
Summary Financial
Financial Statements.
Statements.

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
Deloitte
&
Deloitte
& Touche
Touche
Report on
Summary
Financial Statements.
Registered
Registered Auditor
Auditor
Per:
Per: SJ
SJ Nelson,
Nelson, Partner
Partner
28
28 March
March 2019
2019

Deloitte & Touche
Registered Auditor
Per: SJ Nelson, Partner
28 March 2019
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Summarised consolidated statement of profit or
loss and other comprehensive income
for the year ended 31 December 2018
2018
R’m

2017
R’m

10,612.3
(6,576.8)

10,119.7
(6,473.8)

4,035.5
(2,820.7)
(595.7)

3,645.9
(2,646.7)
(555.5)

15

619.1
23.3
6.7

443.7
20.0
–

4

649.1
(219.9)

463.7
(202.6)

12.2
(232.1)

11.4
(214.0)

429.2
(102.2)

261.1
26.4

327.0

287.5

10.7
(3.0)
(20.5)

4.9
(1.4)
–

5.6
(1.6)
(1.2)

(5.1)
1.4
1.8

Other comprehensive (loss)/income

(10.0)

1.6

Note
Revenue from contracts with customers
Cost of sales

2a

Gross profit
Administration and other operating expenses1
Depreciation, amortisation and impairments
Operating profit
Share of profit from equity accounted investees
Net profit on sale of joint arrangements and subsidiaries
Profit from operations and equity accounted investees
Net finance costs

3

Investment income
Finance costs
Profit before tax
Tax (expense)/income

5

Profit for the year
Other comprehensive (loss)/income
Items that will not be reclassified subsequently to profit or loss
Actuarial gains on post-retirement benefit scheme
Tax effect
Fair value adjustment of investment in equity instrument
Items that may be reclassified subsequently to profit or loss
Effects of cash flow hedge
Tax effect
Exchange differences on translation of foreign operations
Total comprehensive income for the year

317.0

289.1

Profit attributable to:
Equity holders of Mpact
Non-controlling interests

316.2
10.8

275.2
12.3

Profit for the year

327.0

287.5

Total comprehensive income attributable to:
Equity holders of Mpact
Non-controlling interests

306.2
10.8

276.6
12.5

Total comprehensive income for the year

317.0

289.1

185.1
184.9

162.1
162.0

Earnings per share (EPS) for profit attributable to equity holders of Mpact:
Basic EPS (cps)
Diluted EPS (cps)
1

6
6

Administrative and other operating expenses includes an expected credit loss on trade receivables of R24.5 million (2017: R28.7 million) and an impairment loss on foreign cash
balances of R4.8 million (2017: R4.8 million).
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Summarised consolidated statement of
financial position
as at 31 December 2018
2018
R’m

2017
R’m

1,102.0
3,737.3
108.1
94.8
8.6

1,110.2
3,822.0
102.0
50.0
6.9

Non-current assets

5,050.8

5,091.1

Inventories
Trade and other receivables
Cash and cash equivalents
Derivative financial instruments
Current tax receivables

1,748.1
2,352.9
705.9
0.9
20.5

1,431.2
2,266.2
350.6
2.1
40.4

Current assets

4,828.3

4,090.5

Total assets

9,879.1

9,181.6

2,669.2
1,722.3
26.6

2,621.4
1,470.7
41.3

Total attributable to equity holders of Mpact
Non-controlling interests in subsidiaries

4,418.1
110.8

4,133.4
109.5

Total equity

4,528.9

4,242.9

1,400.8
40.2
227.3
18.0
3.9

1,387.6
48.9
212.2
23.5
9.5

1,690.2

1,681.7

1,429.7
2,213.6
6.2
5.5
0.7
4.3

1,206.7
2,021.7
4.6
5.5
17.1
1.4

Current liabilities

3,660.0

3,257.0

Total liabilities

5,350.2

4,938.7

Total equity and liabilities

9,879.1

9,181.6

Note
ASSETS
Goodwill and other intangible assets
Property, plant and equipment
Investments in equity accounted investees
Financial assets
Deferred tax assets

EQUITY AND LIABILITIES
Capital and reserves
Stated capital
Retained earnings
Other reserves

Interest and non-interest bearing borrowings
Retirement benefits obligation
Deferred tax liabilities
Deferred income
Derivative financial instruments

7
8

9

10

11
9

Non-current liabilities
Short-term portion of borrowings
Trade and other payables
Provisions
Deferred income
Derivative financial instruments
Current tax liabilities
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Summarised consolidated statement of
cash flows
for the year ended 31 December 2018
2018
R’m

2017
R’m

1,217.6
(234.8)

1,019.4
5.6

Cash generated from operations
Dividends from equity accounted investees
Taxation paid

982.8
14.2
(72.2)

1,025.0
20.1
(113.6)

Net cash inflows from operating activities

924.8

931.5

(534.1)
3.7
4.0
29.4
(6.4)
(29.4)
0.9
13.5

(856.4)
16.7
–
–
–
–
(3.5)
11.4

Net cash outflows from investing activities

(518.4)

(831.8)

Cash flows from financing activities
Net borrowings raised
Finance costs paid
Acquisition of non-controlling interest
Dividends paid to non-controlling interests
Dividends paid to equity holders of Mpact Limited
Subscription of preference shares by non-controlling interest
Purchase of treasury shares

230.9
(229.0)
–
(6.5)
(46.7)
18.9
(22.1)

196.3
(232.0)
(18.1)
(6.5)
(46.5)
–
(50.1)

Net cash outflows from financing activities

(54.5)

(156.9)

Net increase/(decrease) in cash and cash equivalents
Net cash and cash equivalents at beginning of year

351.9
342.8

(57.2)
400.0

Net cash and cash equivalents at end of year

694.7

342.8

Note
Cash flows from operating activities
Operating cash flows before movements in working capital
Net (increase)/decrease in working capital

Cash flows from investing activities
Additions to property, plant and equipment and other intangibles
Proceeds from the disposal of property, plant and equipment
Proceeds from disposal of joint arrangement
Proceeds from disposal of subsidiary
Cash disposed of on disposal of joint arrangement
Loan advances to associates
Loan repayments/(advances) from external parties
Interest received

7/8
15b
15c
15a/c
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Summarised consolidated statement of
changes in equity
for the year ended 31 December 2018

Cash
flow
hedge
reserve
R’m

Postretirement
benefit
reserve
R’m

37.4

(3.2)

15.3

8.7

(29.9)

1,346.3

3,907.3

113.3

4,020.6

–
–
–
27.5

(3.7)
–
–
–

3.5
–
–
–

1.6
–
–
–

–
(0.6)
(50.1)
–

275.2
(134.6)
–
–

276.6
(46.5)
(50.1)
27.5

12.5
–
–
–

289.1
(46.5)
(50.1)
27.5

–

–

–

–

–

–

–

(6.5)

(6.5)

(17.2)

–

–

–

30.3

(9.4)

3.7

–

3.7

–

–

–

–

–

–

–

8.6

8.6

–

–

–

21.7

–

(7.1)

14.6

–

14.6

–

–

–

–

–

0.3

0.3

(18.4)

(18.1)

2,621.4

47.7

(6.9)

18.8

32.0

(50.3) 1,470.7

4,133.4

109.5

4,242.9

–
47.8
–
–

–
–
–
28.2

4.0
–
–
–

7.7
–
–
–

(21.7)
–
–
–

–
(1.0)
(22.1)
–

316.2
(93.5)
–
–

306.2
(46.7)
(22.1)
28.2

10.8
–
–
–

317.0
(46.7)
(22.1)
28.2

–

–

–

–

–

–

–

–

(6.5)

(6.5)

–

(25.0)

–

–

–

15.2

7.0

(2.8)

–

(2.8)

–

–

–

–

–

–

–

–

18.9

18.9

–

–

–

–

–

–

21.9

21.9

(21.9)

–

2,669.2

50.9

(2.9)

26.5

10.3

(58.2) 1,722.3

4,418.1

110.8

4,528.9

Sharebased
Stated payment
capital reserve
R’m
R’m

Balance at 31 December 2016 2,532.7
Total comprehensive income
for the year
–
88.7
Dividends paid2
–
Purchase of treasury shares3
Share plan charges for the year
–
Dividends paid to non-controlling
interests
–
Issue/exercise of shares under
employee share scheme
–
Increase in shareholding by
–
non-controlling interest4
Put option held by non-controlling
–
shareholder of subsidiary5
Purchase of non-controlling
–
interest6
Balance at 31 December 2017
Total comprehensive income
for the year
Dividends paid2
Purchase of treasury shares3
Share plan charges for the year
Dividends paid to non-controlling
interests
Issue/exercise of shares under
employee share scheme
Purchase of preference shares
by non-controlling interest7
Increase in shareholding by
non-controlling interest4
Balance at 31 December 2018
1

2

3

4
5
6
7
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Total
attributable to
equity
Nonholders controllOther Treasury Retained of Mpact
ing
reserves1 shares earnings
Ltd interest
R’m
R’m
R’m
R’m
R’m

Total
equity
R’m

Other reserves consist of foreign currency translation reserve and fair value adjustments to equity investments. In the prior financial year it also included the put option held by noncontrolling shareholders.
Dividends declared amounted to R93.5 million (2017: R134.6 million) of which R47.8 million (2017: R88.7 million) related to a capitalisation issue (refer to note 10). The dividend per
share for the year was 55c per share (2017: 80c per share).
Treasury shares purchased represent the cost of shares in Mpact Limited purchased in the market and held by the Mpact Incentive Scheme Trust to satisfy share awards under the
Group’s share incentive scheme. As at 31 December 2018, there are 2,403,309 (2017: 1,914,874) treasury shares on hand.
A subsidiary company had a capitalisation issue, whereby the minority shareholder subscribed for additional shares in the subsidiary.
Derecognition of put option reserve as the option had expired.
During the prior financial year, the Group acquired the remaining interest in Pyramid Holdings (Pty) Limited as well as Mpact Recycling (Pty) Limited. Refer to note 14.
The non-controlling shareholder of Mpact Polymers subscribed for the subsidiary’s preference shares on 1 August 2018.
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Notes to the summarised consolidated
financial statements
for the year ended 31 December 2018

1.

Accounting policies
Basis of preparation
These summarised consolidated financial statements have been prepared and presented in accordance with International Financial
Reporting Standards (IFRS) (IAS 34: Interim Financial Reporting), the SAICA Financial Reporting Guides as issued by the Accounting
Practices Committee and the Financial Reporting Pronouncements as issued by the Financial Reporting Standards Council and the
requirements of the Companies Act, 2008 of South Africa.
The Group’s consolidated annual financial statements, from which these summarised consolidated financial statements have been
derived, have been audited by the Company’s auditors, Deloitte & Touche, 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 consolidated annual financial
statements, from which they have been derived. The Group’s consolidated annual financial statements is available on the Group’s
website and the Company’s registered office.

Accounting policies
The accounting policies and methods of computation used are consistent with the prior year, except for new and revised standards
adopted to the consolidated annual financial statements.
The Group has adopted the following standards and amendments to published standards during the current year, which had no
significant impact on the Group’s results:

IFRIC 22 – Foreign currency transactions and advance considerations
The amendment clarifies the exchange rate to use in transactions that involve advance consideration paid or received in foreign
currency.

IFRS 2 – Share-based payment
The amendment addresses the classification and measurement of share-based payment transactions.

IFRS 9 – Financial Instruments
The Group applied the standard retrospectively, however, has used the exemption not to restate comparative information for prior
periods, therefore the comparative information continues to be reported under IAS 39. The Group has made use of the practical
expedients in the standard, in particular the use of the provision matrix, which helps in measuring the loss allowance for short-term
trade receivables.
On adoption date, the ECL model did not result in a change in the IAS 39 allowances for trade receivables because of their shortterm nature. The ECL model also did not result in an impairment for other financial assets. Therefore, there was no need to adjust
the retained earnings, financial assets and liabilities on 1 January 2018.
The Group has also adopted the consequential amendments to IFRS 7 Financial Instruments: Disclosures and IAS 1 Presentation of
Financial Statements.
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IFRS 15 – Revenue from contracts with customers
Sale of goods
For contracts with customers the sale of products is generally expected to be the only performance obligation. The Group’s
revenue recognition occurs at a point in time when control of the product is transferred to the customer, generally on delivery of the
products. The adoption of IFRS 15 did not have any impact on the Group’s revenue and profit or loss.
Variable consideration
Some contracts with customers provide for trade discounts or volume rebates. Currently, the Group recognises revenue from the
sale of goods measured at the fair value of the consideration received or receivable, net of allowances, trade discounts and volume
rebates. Such provisions give rise to variable consideration under IFRS 15, and will be estimated at contract inception and updated
thereafter.
There was no impact to revenue on the application of the variable consideration requirements.

IFRS 16 – Leases
The Group will adopt IFRS 16 once it is effective on 1 January 2019.
Land and buildings are the most significant lease agreements that will affect the Group. Based on the Group’s current assessment,
the impact on adoption is expected to be between the range of R374 million to R485 million of additional liabilities that will be
recognised in the statement of financial position with a corresponding property, plant and equipment. Profit before tax is expected
to decrease between the range of R21 million to R51 million. The incremental borrowing rate ranges from 8.80% to 10.50%. The
Group intends to apply the simplified transition approach and will not restate comparative amounts for the year prior to adoption.

Special items to determine underlying operating profit
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. These items include impairment charges on tangible and intangible assets, impairment related to
equity accounted investees, impairment to financial asset investments and impairment of foreign cash balances or reversals of any such
items. Restructure costs associated with the closure of a plant where such cost would typically be included in earnings before interest, tax,
depreciation and amortisation (EBITDA) will also be included in special items.
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Operating segments
Identification of the Group’s externally reportable operating segments
The Executive Committee is the Group’s chief operating decision-maker. The Group’s externally reportable segments reflect the
internal reporting structure of the Group, which is the basis on which resource allocation decisions are made by management in the
attainment of strategic objectives.

2(a) Operating segment revenue
2018

2017

Segment
revenue
R’m

Intersegment
revenue2
R’m

Revenue from
contracts
with
customers
R’m

8,285.7
2,381.9

(55.1)
(0.2)

8,230.6
2,381.7

7,744.9
2,454.7

(79.9)
–

7,665.0
2,454.7

10,667.6

(55.3)

10,612.3

10,199.6

(79.9)

10,119.7

2018
R’m

2017
R’m

4,041.5
4,189.1
2,381.7

3,662.0
4,003.0
2,454.7

10,612.3

10,119.7

9,269.9
1,103.6
238.8

9,012.0
958.7
149.0

10,612.3

10,119.7

2018
R’m

2017
R’m

Paper
Plastics
Corporate

694.4
49.5
(71.5)

443.0
69.7
(56.1)

Segments total before special items
Special items3
Share of profit from equity accounted investees
Net finance costs (refer to note 4)
Net profit on sale of joint arrangements and subsidiaries

672.4
(53.3)
23.3
(219.9)
6.7

456.6
(12.9)
20.0
(202.6)
–

Profit before tax

429.2

261.1

Significant components of operating profit
Depreciation, amortisation and impairment
Paper
Plastics
Corporate

331.5
232.9
31.3

312.6
215.2
27.7

Segments total

595.7

555.5

Paper
Plastics

2

Segment Inter- segment
revenue
revenue2
R’m
R’m

Revenue from
contracts
with
customers
R’m

Inter-segment transactions are conducted on an arm’s length basis.

External revenue by product type
Recycled containerboard, cartonboard and other materials
Corrugated packaging, bags and sacks
Plastic packaging solutions
Total
External revenue by location of customer
South Africa (country of domicile)
Rest of Africa
Rest of World
Total
There are no external customers which account for more than 10% of the Group’s total external revenue.

2(b) Operating segment underlying operating profit/(loss)

3

Special items include impairment on property, plant and equipment of R29.6 million (2017: R4.9 million), impairment on foreign cash balance of R4.8 million (2017: R4.8 million),
impairment on goodwill and intangible assets of Rnil million (2017: R3.2 million), impairment on an associate loan of R1.2 million (2017: Rnil million) and restructure costs of
R17.7 million (2017: Rnil million).
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2.

Operating segments (continued)

2(c) Operating segment assets
2018
R’m
Segment assets4
Paper
Plastics
Corporate5
Inter-segment elimination

2017
R’m

5,475.3
1,951.9
1,364.5
(21.4)

5,144.5
1,954.7
1,329.5
(8.4)

Segment total
Unallocated:
Investments in equity accounted investees
Deferred tax assets
Other non-operating assets6

8,770.3

8,420.3

108.1
8.6
191.4

102.0
6.9
251.8

Trading assets
Financial assets
Cash and cash equivalents

9 078.4
94.8
705.9

8,781.0
50.0
350.6

Total assets

9,879.1

9,181.6

Non-current non-financial assets7
South Africa (country of domicile)
Rest of Africa

4,816.5
22.8

4,879.3
52.9

4,839.3

4,932.2

Additions to non-current non-financial assets
Paper
Plastics
Corporate

258.6
212.9
62.6

569.3
178.9
108.2

Segments total

534.1

856.4

Total
8

4

5
6

7

8
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Segment assets are operating assets and as at 31 December 2018 consist of property, plant and equipment of R3 737.3 million (2017: R3 822.0 million), goodwill and other
intangible assets of R1 102.0 million (2017: R1 110.2 million) inventories of R1 748.1 million (2017: R1 431.2 million) and operating receivables of R2 182.9 million (2017:
R2 056.9 million).
Goodwill of R1 019.8 million (2017: R1 019.8 million) is allocated to Corporate’s assets.
Other non-operating assets consist of derivative assets of R0.9 million (2017: R2.1 million), other non-operating receivables of R170.0 million (2017: R209.3 million) and current tax
receivable of R20.5 million (2017: R40.4 million).
Non-current non-financial assets consist of property, plant and equipment and goodwill and other intangible assets, but excludes deferred tax assets and non-current
financial assets.
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 exclude additions to deferred tax assets and non-current financial assets.

MPACT Integrated Report 2018

Introduction

3.

Company Overview

Strategic overview

Operational review

Sustainability

Governance

Administration

2018
R’m

2017
R’m

–
29.6
4.8
11.9
554.2
134.2
33.0
24.5
(24.3)
(0.1)
10.6
0.4
1,740.1

3.2
4.9
4.8
13.3
534.1
110.5
29.3
28.7
19.3
(3.3)
10.2
0.3
1,613.5

45.9

31.7

1.4

1.5

10.0
2.2

9.7
1.7

Operating profit
Operating profit for the year has been arrived at after charging/(crediting):
Impairment charge on goodwill and intangible assets (refer to note 7)
Impairment charge on property, plant and equipment (refer to note 8)
Impairment charge on foreign cash balances
Amortisation of intangibles (refer to note 7)
Depreciation of property, plant and equipment (refer to note 8)
Rentals under operating leases
Research and development
Bad debts provision movement
Net foreign currency (gains)/losses
Profit on disposal of tangible assets
Audit fees
Non-audit fees
Staff costs (excluding Directors’ emoluments)
Executive Directors and Prescribed Officers’ short-term benefits (excluding value of deferred
bonus shares awarded)
Executive Directors and Prescribed Officers post-employment benefits (excluding value of
deferred bonus shares awarded)

4.

Financial statements

Net finance costs
Investment income
Bank deposits and loan receivables
Other
Total investment income
Finance costs
Interest on bank overdrafts and loans2
Interest on defined benefit arrangements
Interest capitalised to qualifying assets3 (refer to note 8)

12.2

11.4

(227.2)
(4.9)
–

(236.4)
(5.1)
27.5

Total interest expense

(232.1)

(214.0)

Net finance costs

(219.9)

(202.6)

2
3

Includes interest expense on minority shareholder loans of R9.7 million (2017: R25.2 million).
The prior year weighted average capitalisation rate on funds borrowed was 8.17% per annum.
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5.

2018
R’m

2017
R’m

Analysis of tax charge for the year
South African corporate tax
– current tax
– prior year
Securities Transfer Tax

(94.0)
1.1
(4.0)

(104.5)
0.1
(0.2)

Current tax
Deferred tax in respect of the current year
Deferred tax in respect of prior year

(96.9)
(21.2)
15.9

(104.6)
128.6
2.4

Total tax (expense)/income

(102.2)

26.4

Factors affecting tax charge for the year
The Group has an effective tax rate of 23.8% for the current financial year (2017: negative
effective tax rate of 10.1%). The negative tax rate in the prior financial year was mainly due to
the recognition of the S12I tax incentive relating to the Felixton mill project.
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% (2017: 28%) as follows:
Profit before tax
Less share of profit of equity accounted investees2

429.2
(23.3)

261.1
(20.0)

Profit before tax, adjusted for equity accounted profit investees

405.9

241.1

Tax on profit before tax calculated at the South African corporation tax rate
Tax effects of:
Expenses not deductible for tax purposes
Subscription and donations
Other non-deductible expenses
Legal and professional costs
Non-deductible interest
Non-deductible foreign exchange differences
Non-taxable income
Non-taxable foreign exchange differences
S12I additional investment allowances1
Other non-taxable income
Temporary difference adjustments
Recognised and unrecognised tax losses and other temporary differences
Effect of difference between South African corporate tax rate and other country tax rate
Prior year adjustment current tax
Prior year adjustment deferred tax
Withholding tax
Other adjustments

(113.7)

(67.5)

(0.3)
(0.1)
(1.0)
–
–

(0.2)
(0.1)
(1.5)
(0.2)
(0.8)

0.5
19.4
0.3

–
122.8
0.6

(19.9)
(0.4)
1.1
15.9
(4.0)
–

(28.0)
(0.8)
0.1
2.4
(0.2)
(0.2)

Tax charge for the year

(102.2)

26.4

Tax (expense)/income

1

2
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The current year S12I investment allowances related to capital investments in the Group. The prior year S12I additional investment allowances related to the Felixton mill
upgrade project, the tax benefit of which amounted to R114.2 million. The balance of R8.6 million related to other capital investments in the Group.
Income from equity accounted investees is presented net of tax on the summarised consolidated statement of profit or loss and other 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 is R11.6 million (2017: R7.7 million).
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2018
Cents
per share

2017
Cents
per share

185.1
184.9

162.1
162.0

195.6
195.3

164.5
164.4

208.0
207.7

166.3
166.2

2018
Earnings
R’m

2017
Earnings
R’m

Profit for the financial year attributable to equity holders of Mpact
Impairment of property, plant and equipment (refer to note 3)
Impairment of goodwill and other intangible assets (refer to note 3)
Profit on sale of joint arrangements and subsidiaries
Profit on disposal of tangible assets (refer to note 3)
Related tax

316.2
29.6
–
(6.7)
(0.1)
(4.9)

275.2
4.9
3.2
–
(3.3)
(0.8)

Headline earnings for the financial year

334.1

279.2

Profit for the financial year attributable to equity holders of Mpact
Impairment of property, plant and equipment (refer to note 3)
Impairment of goodwill and other intangible assets (refer to note 3)
Impairment of foreign cash balances
Impairment of loan to associate
Restructure costs
Related tax

316.2
29.6
–
4.8
1.2
17.7
(14.3)

275.2
4.9
3.2
4.8
–
–
(5.8)

Underlying earnings for the financial year

355.2

282.3

2018
Weighted
number of
shares

2017
Weighted
number of
shares

Weighted average number of ordinary shares in issue2
Effect of dilutive potential ordinary shares3

170,784,638
253,484

169,746,140
78,066

Weighted average number of ordinary shares adjusted for the effect of dilution

171,038,122

169,824,206

Earnings per share
Earnings per share (EPS)
Basic EPS
Diluted EPS
Headline earnings per share for the financial year
Basic headline EPS
Diluted headline EPS
Underlying earnings per share for the financial year1
Basic underlying EPS
Diluted underlying EPS
1

Underlying earnings is arrived at after adjusting profit attributable to equity holders of Mpact for special items, net of tax.

The calculation of basic and diluted EPS and basic and diluted headline EPS is based on the following data:

2
3

The weighted average number of shares takes into account the weighted average effect of changes in treasury shares and the capitalisation issue of shares during the year.
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.
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7.

Goodwill
R’m

Other
intangibles1
R’m

Total
R’m

2018
Cost
At 1 January 2018
Additions
Transfer to property, plant and equipment

1,045.0
–
–

302.3
4.0
(0.3)

1,347.3
4.0
(0.3)

At 31 December 2018

1,045.0

306.0

1,351.0

Accumulated amortisation and impairment
At 1 January 2018
Amortisation

–
–

237.1
11.9

237.1
11.9

At 31 December 2018

–

249.0

249.0

Net book value at 31 December 2018

1,045.0

57.0

1,102.0

2017
Cost
At 1 January 2017
Additions
Disposal
Impairment

1,046.9
–
–
(1.9)

303.7
0.6
(0.3)
(1.7)

1,350.6
0.6
(0.3)
(3.6)

At 31 December 2017

1,045.0

302.3

1,347.3

Accumulated amortisation and impairment
At 1 January 2017
Amortisation
Disposal
Impairment

–
–
–
–

224.5
13.3
(0.3)
(0.4)

224.5
13.3
(0.3)
(0.4)

At 31 December 2017

–

237.1

237.1

1,045.0

65.2

1,110.2

Goodwill and other intangible assets

Net book value at 31 December 2017
1

116

Other intangibles mainly relate to software development costs; customer relationships and contractual arrangements capitalised as a result of business combinations.
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Other
R’m

Total
R’m

Property, plant and equipment
2018
Cost
At 1 January 2018
Additions
Disposals
Disposal of joint arrangement and subsidiaries
Currency movement
Transfer from inventory
Transfer from intangible asset
Reclassification

603.5
37.7
–
(37.3)
2.2
–
–
–

6,100.9
245.9
(35.0)
(8.9)
–
3.2
0.3
142.1

240.6
177.8
–
–
–
–
–
(144.8)

243.6
68.7
(10.5)
(1.3)
0.1
–
–
2.7

7,188.6
530.1
(45.5)
(47.5)
2.3
3.2
0.3
–

At 31 December 2018

606.1

6,448.5

273.6

303.3

7,631.5

Accumulated depreciation and impairment
At 1 January 2018
Depreciation
Disposals
Disposal of joint arrangement and subsidiaries
Currency movement
Impairments

134.1
30.6
–
(7.5)
0.4
4.1

3,072.8
488.5
(32.2)
(6.7)
–
25.5

–
–
–
–
–
–

159.7
35.1
(9.7)
(0.6)
0.1
–

3,366.6
554.2
(41.9)
(14.8)
0.5
29.6

At 31 December 2018

161.7

3,547.9

–

184.6

3,894.2

Net book value at 31 December 2018

444.4

2,900.6

273.6

118.7

3,737.3

2017
Cost
At 1 January 2017
Additions
Disposals
Currency movement
Transfer from inventory
Reclassification
Interest capitalised to qualified assets (refer to note 4)

506.1
94.6
(0.6)
(0.7)
–
4.1
–

5,325.8
562.7
(193.0)
0.1
2.6
375.2
27.5

443.0
177.4
–
–
–
(379.8)
–

242.2
21.1
(20.3)
0.1
–
0.5
–

6,517.1
855.8
(213.9)
(0.5)
2.6
–
27.5

At 31 December 2017

603.5

6,100.9

240.6

243.6

7,188.6

Accumulated depreciation and impairment
At 1 January 2017
Depreciation
Disposals
Impairments

109.2
25.5
(0.6)
–

2,771.4
476.8
(180.3)
4.9

–
–
–
–

147.5
31.8
(19.6)
–

3,028.1
534.1
(200.5)
4.9

At 31 December 2017

134.1

3,072.8

–

159.7

3,366.6

Net book value at 31 December 2017

469.4

3,028.1

240.6

83.9

3,822.0

In the current year cumulative amounts included in Assets in the Course of Construction addition were reclassified between additions and reclassifications as well as between
the Assets in the Course of Construction and Plant and Equipment category totalling R325 million. Previously, these classifications were disclosed net of additions.
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9.

2018
R’m

2017
R’m

Deferred tax asset
At 1 January
Credited to statement of profit or loss
Charged to equity

6.9
3.6
(1.9)

4.9
3.1
(1.1)

At 31 December

8.6

6.9

Deferred tax liability
At 1 January
(Charged)/credited to statement of profit or loss
Charged to statement of other comprehensive income
(Charged)/credited to equity

(212.2)
(8.9)
(4.6)
(1.6)

(342.5)
127.9
–
2.4

At 31 December

(227.3)

(212.2)

51.7
(36.1)
(7.0)

45.5
(36.1)
(2.5)

8.6

6.9

Deferred tax liabilities
Tax losses1
Capital allowances
Fair value adjustments
Provisions and other temporary differences

190.1
(512.1)
(4.6)
99.3

168.0
(475.3)
(4.6)
99.7

Total deferred tax liabilities

(227.3)

(212.2)

453.0

381.4

Deferred tax

The amount of deferred taxation provided in the accounts is presented as follows:
Deferred tax assets
Tax losses1
Capital allowances
Provisions and other temporary differences
Total deferred tax assets

The Group has the following assessable losses in respect of which no deferred tax has been
recognised due to the unpredictability of future taxable profit streams or gains against which
these could be utilised:
Unutilised tax losses
All unrecognised tax losses have no expiry date, where trading is ongoing.
1
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Based on the future taxable income projections, the Group believes that there will be sufficient future taxable profits available to utilise these tax losses.
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2018
R’m

2017
R’m

–

–

2,621.4
47.8

2,532.7
88.7

2,669.2

2,621.4

Number
of shares

Number
of shares

Shares in issue at beginning of year
Issued in terms of the scrip distribution made during the financial year

171,461,623
1,842,894

168,485,360
2,976,263

Shares in issue at end of year

173,304,517

171,461,623

10. Stated capital
Authorised share capital
217,500,000 shares of no par value
Issued share capital
Issue of shares of no par value
Capitalisation issue

The following table illustrates the movement within the number of shares issued:

The Directors have been given the authority by the shareholders to buy back Mpact’s own shares up to a limit of 20% of the current
issued share capital, although the Directors will limit any purchase to a maximum of 5% of the issued share capital.
Included in other reserves are amounts paid by Mpact Limited to Mpact Limited Incentive Scheme Trust for the acquisition of
Mpact shares to be utilised in terms of the Share Plans. Refer to note 12. As at 31 December 2018, The Trust held 2 403 309
shares (2017: 1 914 874).
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2018
R’m

2017
R’m

Secured
Standard Bank and Rand Merchant Bank:
– Facility A1
– Facility B2
– Facility C13
– Facility D14
Industrial Development Corporation interest bearing loan5
KZN Growth Fund6
Standard Bank facility

900.0
550.0
550.0
300.0
83.0
200.0
–

900.0
550.0
550.0
–
256.1
200.0
52.5

Obligations under finance leases
Instalment loan facilities
Industrial Development Corporation non-interest bearing loan5

5.0
3.4
212.5

9.2
20.1
–

2,803.9

2,537.9

15.4
–

18.6
30.0

Total borrowings

2,819.3

2,586.5

Less: Current portion

(1,418.5)

(1,198.9)

Standard Bank and Rand Merchant Bank loans
Industrial Development Corporation loan
Obligations under finance leases
Minority shareholder loans
Standard Bank facility
Instalment loan facilities

(1,400.0)
–
(2.1)
(15.4)
–
(1.0)

(1,100.0)
(58.1)
(4.3)
(18.6)
(15.0)
(2.9)

Non-current borrowings

1,400.8

1,387.6

11. Interest and non-interest-bearing borrowings

Unsecured
Minority shareholder loans in subsidiary7
Industrial Development Corporation shareholder loan7

1
2
3
4
5

6
7

Facility A is repayable in full on its 5th anniversary, 31 January 2020, and bears interest at a three-month JIBAR plus 1.65%.
Facility B is a revolving credit facility and is repayable as agreed when utilised. The facility bears interest at JIBAR plus 1.65%, and expires on 31 January 2020.
Facility C1 is a revolving credit facility and is repayable as agreed when utilised. The facility bears interest at JIBAR plus 2.05% and expires on 1 December 2021.
Facility D1 is a revolving credit facility and is repayable as agreed when utilised. The facility bears interest at JIBAR plus 2.05% and expires on 1 December 2021.
The Industrial Development Corporation loan was restructured in the current financial year. The loan bears interest at prime plus 1%. The loan is repayable over 36 months
beginning from 1 January 2020. The non-interest bearing loan is repayable after the interest bearing loan and preference shares are repaid.
The KZN Growth Fund loan is payable in full on 2 March 2023 and bears interest at fixed rate of 9.15%.
The loans were granted as shareholder loans which are non-interest bearing with no fixed date of repayment.

The Group sources its borrowings in South African Rands. The fair values of the Group borrowings approximate the carrying
values 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 within note 17.
Facilities totalling R370 million remain committed and undrawn as at 31 December 2018 (2017: R617 million).
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12. Share-based payments
The Group has a share-based payment arrangement for Executives and senior employees of Mpact Limited and its subsidiaries.
The Group intends to operate two plans on a continuing basis, namely; Bonus Share Plan (BSP) and Performance Share Plan (PSP).
The total fair value charge in respect of all the Mpact share awards granted are as follows:
2018
R’m

2017
R’m

Bonus Share Plan (BSP)
Performance Share Plan (PSP)

12.3
15.9

14.6
12.8

Total share-based payment expense

28.2

27.4

The fair values of the share awards granted under the Mpact share plans are calculated using the Black-Scholes-Merton Model with
reference to the facts and assumptions presented below:
2018

2017

2016

2015

3 April 2018
36
–
36.66%
7.10%
28.59

3 April 2017
36
–
33.71%
7.92%
27.48

1 April 2016
36
–
28.50%
7.20%
48.53

1 April 2015
36
5
22.48%
7.20%
39.06

3 April 2018
36
–
36.66%
7.10%

3 April 2017
36
–
33.71%
7.92%

1 April 2016
36
–
28.50%
7.20%

1 April 2015
36
5
22.48%
7.20%

73.4

100

100

100

24.14
17.59

27.48
18.99

48.53
31.13

39.06
24.49

BSP
Number of
shares

PSP
Number of
shares

2018
1 January 2018
Shares conditionally awarded in the year
Shares vested in the year
Shares lapsed in the year

1,150,910
336,439
(446,214)
–

1,531,954
879,446
(88,853)
(190,559)

31 December 2018

1,041,135

2,131,988

1 January 2017
Shares conditionally awarded in the year
Shares vested in the year

1,285,959
353,853
(488,902)

928,884
958,730
(355,660)

31 December 2017

1,150,910

1,531,954

Bonus Share Plan (BSP)
Date of grant
Vesting period (months)
Expected leavers per annum (%)
Share price volatility
Future risk free interest rate
Grant date fair value per instrument (R)
Performance Share Plan (PSP)
Date of grant
Vesting period (months)
Expected leavers per annum (%)
Share price volatility
Future risk free interest rate
Expected outcome of meeting performance criteria (%)
– Return on capital employed (ROCE) component
–T
 otal shareholder return (TSR) component determined inside the
valuation model and incorporated in the fair value per option
Grant date fair value per instrument (R)
– ROCE component
– TSR component

A reconciliation of share award movements for the Group is shown below:

2017
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Notes to the summarised consolidated
financial statements (continued)
for the year ended 31 December 2018

2018
R’m

2017
R’m

Standard Bank and Rand Merchant Bank
Industrial Development Corporation loan
Standard Bank facility
Minority shareholder loans
Current portion of finance lease obligations
Bank overdrafts
Instalment loan facilities

1,400.0
–
–
15.4
2.1
11.2
1.0

1,100.0
58.1
15.0
18.6
4.3
7.8
2.9

Total short-term borrowings

1,429.7

1,206.7

13. Short-term borrowings

The current portion of borrowings is expected to be repaid from operational cash flow and other existing facilities.

14. Acquisition of non-controlling interests
2018
There were no acquisitions in the current financial year.
2017
Acquisition of additional interest in Pyramid Holdings Proprietary Limited
On 1 July 2017, the Group acquired the remaining 49% interest in the voting shares of Pyramid Holdings Proprietary Limited. The
cash consideration was R1. The negative carrying value of the non-controlling interest was R1.1 million on the date of acquisition.
A deficit of R1.1 million was recognised in retained earnings. The Group elected to recognise the difference of the consideration paid
and the carrying value of the non-controlling interest in retained earnings.
Acquisition of additional interest in Mpact Recycling Proprietary Limited
On 1 July 2017, the Group increased its interest in a subsidiary by 1.5%, resulting in the dilution of the non-controlling shareholder.
On 1 November 2017, the Group acquired the remaining 9% interest of Mpact Recycling Proprietary Limited. The cash
consideration was R18.1 million. The carrying value of the non-controlling interest was R19.5 million on the date of acquisition.
A surplus of R1.4 million was recognised in retained earnings. The Group elected to recognise the difference of the consideration
paid and the carrying value of the non-controlling interest in retained earnings.

15. Disposal of equity accounted investees and subsidiaries
2018
(a) Pretoria Box Manufacturers
During the current financial year, the Group disposed of its entire interest in the joint arrangement for proceeds of R15.0 million
and a carrying value of R8.8 million. The net asset value comprised of property, plant and equipment of R3.3 million, inventory
of R3.4 million, trade and other receivables of R16.0 million, cash and cash equivalents of R5.9 million and trade and other
payables of R19.8 million. A profit of R6.2 million has been recognised in the statement of profit or loss. At 31 December 2018,
the proceeds had not yet been received and will be settled through a loan account with the purchaser.
(b) Rusmar Packaging (Pty) Limited
During the current financial year, the Group disposed of its entire interest in the joint arrangement for proceeds of R4.0 million
and a carrying value of R3.0 million. A profit of R1.0 million has been recognised in the statement of profit or loss.
(c) Shoebill (Pty) Limited
During the current financial year, the Group disposed of its entire interest in the subsidiary for proceeds of R29.4 million and a net
asset value of R29.4 million. The net asset value comprised solely of property, plant and equipment. The sale is in line with the
Group’s business strategy.
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15. Disposal of equity accounted investees and subsidiaries (continued)
(d) Pyramid Holdings (Pty) Limited
During the current financial year, the Group disposed of its entire interest in the subsidiary for proceeds of Rnil million and a
net asset value of R0.5 million. The net asset value comprised of other receivables of R0.1 million, cash and cash equivalents
of R0.5 million other payables of R0.1 million. A loss of R0.5 million has been recognised in the statement of profit or loss.
The sale is in line with the Group’s business strategy.
There were no disposals in the prior financial year.
2018
R’m

2017
R’m

Capital expenditure contracted for at the reporting date in respect of plant and equipment,
but not yet incurred is as follows:
Contracted for
Approved, not yet contracted for

142.3
596.5

142.4
590.9

Total capital commitments

738.8

733.3

16. Capital commitments

The capital commitments will be financed from existing cash resources and unutilised borrowing facilities.

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 where
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 assets
2018
Trade and other receivables1
Loans receivable
Equity investment
Derivative financial instruments
Cash and cash equivalents1

Fair value
hierarchy

Level 2
Level 3
Level 2

Total

Fair value
hierarchy
R’m
2017
Trade and other receivables1
Loans receivable
Equity investment
Derivative financial instruments
Cash and cash equivalents1
Total

Level 2
Level 3
Level 2

At amortised
cost
R’m

At fair value
through
profit or loss
R’m

At fair value
through OCI
R’m

Total
R’m

2,336.1
94.8
–
–
705.9

–
–
–
0.9
–

–
–
–
–
–

2,336.1
94.8
–
0.9
705.9

3,136.8

0.9

–

3,137.7

At fair
Loans and value through
receivables profit or loss
R’m
R’m

Availablefor-sale
R’m

Total
R’m

2,266.2
29.5
–
–
350.6

–
–
–
2.1
–

–
–
20.5
–
–

2,266.2
29.5
20.5
2.1
350.6

2,646.3

2.1

20.5

2,668.9
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Notes to the summarised consolidated
financial statements (continued)
for the year ended 31 December 2018

Financial liabilities
2018
Borrowings
Trade and other payables1
Derivative financial instrument

At fair
Fair value value through
hierarchy profit or loss
R’m
R’m
Level 2
Level 2

Total
2017
Borrowings
Trade and other payables1
Derivative financial instrument
Total
1

Level 2
Level 2

At
amortised
cost
R’m

Total
R’m

–
–
(4.6)

(2,830.5)
(2,213.6)
–

(2,830.5)
(2,213.6)
(4.6)

(4.6)

(5,044.1)

(5,048.7)

–
–
(26.6)

(2,594.3)
(2,021.7)
–

(2,594.3)
(2,021.7)
(26.6)

(26.6)

(4,616.0)

(4,642.6)

The carrying value reasonably approximates the fair value.

18. Related party transactions
The Group has a related party relationship with its subsidiaries, its associates, its associates, joint ventures and Directors.
The Group, in the ordinary course of business, enters 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:

Sales to joint arrangements
Sales to associates
Purchases from associates
Loans to associates
Receivables due from joint arrangements
Receivables due from associates
Payables due to joint arrangements
Payables due to associates

2018
R’m

2017
R’m

–
613.4
–
33.5
–
161.2
–
21.2

122.5
702.4
0.4
6.8
40.9
173.0
1.6
16.3

19. Contingent liabilities and contingent assets
(a) Contingent liabilities for the Group comprise aggregate amounts at 31 December 2018 of R10.6 million (2017: R10.0 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) There were no significant contingent assets for the Group at 31 December 2018 and 31 December 2017.
(d) As advised to the shareholders on 26 May 2016, the Company is subject to a Competition Commission investigation. The
Directors are unable to determine the outcome of the investigation.
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20. Interest in subsidiaries, associates and joint arrangements
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%.
Country of
Incorporation
Subsidiary Direct Holding
Mpact Operations (Pty) Limited1
Shoebill (Pty) Limited
Pyramid Holdings (Pty) Limited
Sunko Mauritius
Embalagens Mpact Limitada
Mpact Corrugated (Pty) Limited
Subsidiaries-Indirect holding
Mpact Versapak (Pty) Limited
Mpact Recycling (Pty) Limited
Mpact Plastics Containers (Pty) Limited
Mpact Polymers (Pty) Limited
Magic Attitude (Pty) Limited
Detpak South Africa (Pty) Limited
Rebel Packaging (Pty) Limited
Remade Recycling (Pty) Limited
Lenco Corporate Finance (Pty) Limited2
Lion Packaging Trading 57 (Pty) Limited3
Versapak Holdings (Pvt) Limited3
Associates-Indirect holding
Recyquip Engineering & Manufacturing (Pty)
Limited
West Coast Paper Traders (Pty) Limited
Box Boyz (Pty) Limited
Lomina Vyf (Pty) Limited
Right Corrugated Containers (Pty) Limited
Seyfert Corrugated Western Cape (Pty) Limited
Dalisu Holdings (Pty) Limited
Joint arrangement-Indirect holding
Rusmar Packaging (Pty) Limited
Pretoria Box Manufacturers
1
2
3

RSA
Botswana
Botswana
Mauritius
Mozambique
Namibia
RSA
RSA
RSA
RSA
RSA
RSA
RSA
RSA
RSA
RSA
Zimbabwe

Share capital

Share holding

2018

2017

2018

2017

R20,000
R 100
M1,213,000
N$100

R20,000
P100
P30,592,785
R 100
M1,213,000
N$100

%
90
100
90
74

%
90
100
100
100
90
74

R 100
R 100
R231,741,655 R231,741 ,655
R 100
R 100
R 100
R 100
R 100
R 100
R7,143
R7,143
R4,000
R4,000
R1,000
R1,000
R35,651
R35,651
R100
R100
US$1
US$1

100
100
66
69
100
51
100
100
100
100
100

100
100
66
79
100
51
100
100
100
100
100

RSA
RSA
RSA
RSA
RSA
RSA
RSA

R100
R400
R100
R100
R1,000
R15,500,201
R100

R100
R400
R100
R100
R1,000
R15,500,201
R100

30
49
44
49
49
49
49

30
49
44
49
49
49
49

RSA
RSA

-

R200
-

-

50
50

The remaining 10% is held by Mpact Foundation Trust. The trust is controlled by Mpact Limited and consolidated.
In the process of deregistration.
Ceased trading and in the process of being wound up.

The Mpact Group does not have any significant restrictions on its ability to access/use assets, or settle liabilities in any of its subsidiaries.
The above associates and joint ventures are not considered material to the Group.

21. Events occurring after the reporting date
In terms of an agreement, on 1 January 2019, the Group increased its shareholding in West Coast Papers (Pty) Limited from 49%
to 60% for R8 million following the fulfilment of all the conditions precedent. The increase in shareholding has resulted in West Coast
Papers (Pty) Limited being classified as a subsidiary. The Group is finalising the acquisition date fair value calculations and will provide
the relevant disclosure in the 2019 interim results.
The Board declared a final ordinary dividend of 55 cents per share on 13 March 2019 payable on 8 April 2019 to shareholders
registered on 5 April 2019.
There were no other significant or material subsequent events which would require adjustment to or disclosure in the consolidated
financial statements.
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Shareholders’ diary
Financial year-end
Annual General Meeting
Reports
– Interim results for the six months to 30 June 2018
– Audited results for the year ended 31 December 2018
Dividends
– Interim dividend
– Final dividend
Details of final dividend declared
Last date of trade to receive a dividend
Shares commence trade ex-dividend
Record date
Payment date

31 December
6 June 2019
Published 8 August 2018
Published 13 March 2019
15 cents
55 cents
Tuesday, 2 April 2019
Wednesday, 3 April 2019
Friday, 5 April 2019
Monday, 8 April 2019

Share certificates may not be dematerialised or re-materialised between Wednesday, 3 April 2019 and Friday, 5 April 2019, both days inclusive.
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Shareholders’ analysis
Analysis of Ordinary Shareholders as
at 31 December 2018
Shareholder spread

Number of
shares

% of issued
capital

1 – 1,000
1,001 – 10,000
10,001 – 100,000
100,001 – 1,000,000
Over 1,000,000

2,827
913
378
192
32

65.11
21.03
8.71
4.42
0.74

894,391
2,692,031
13,694,895
53,437,854
102,585,346

0.52
1.55
7.90
30.83
59.19

Total

4,342

100.00

173,304,517

100.00

Number of
% of total
shareholdings shareholdings

Number of
shares

% of issued
capital

Distribution of Shareholders

128

Number of
% of total
shareholdings shareholdings

Assurance companies
Close corporations
Collective investment schemes
Control accounts
Custodians
Foundations and charitable funds
Hedge funds
Insurance companies
Investment partnerships
Managed funds
Medical aid funds
Organs of state
Private companies
Public companies
Public entities
Retail shareholders
Retirement benefit funds
Scrip lending
Share schemes
Stockbrokers and nominees
Trusts
Unclaimed scrip

39
30
170
5
106
42
10
8
20
14
14
10
126
14
4
3,117
239
8
1
34
318
13

0.90
0.69
3.92
0.12
2.44
0.97
0.23
0.18
0.46
0.32
0.32
0.23
2.90
0.32
0.09
71.79
5.50
0.18
0.02
0.78
7.32
0.30

4,357,684
205,293
74,774,811
737
21,490,450
1,008,306
2,659,209
1,092,248
181,523
322,889
1,311,727
24,869,417
1,009,108
2,200,260
93,515
4,630,215
27,830,386
274,645
2,403,309
1,339,541
1,241,573
7,671

2.51
0.12
43.15
0.00
12.40
0.58
1.53
0.63
0.10
0.19
0.76
14.35
0.58
1.27
0.05
2.67
16.06
0.16
1.39
0.77
0.72
0.00

Total

4,342

100.00

173,304,517

100.00
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Number of
shares

% of issued
capital

15

0.35

27,328,124

15.77

8
6
1

0.18
0.14
0.02

1,332,643
23,592,172
2,403,309

0.77
13.61
1.39

Public shareholders

4,327

99.65

145,976,393

84.23

Total

4,342

100.00

173,304,517

100.00

Fund managers with a holding greater than 3% of the
issued shares

Number of
shares

% of issued
capital

Allan Gray
Prudential Investment Managers
Public Investment Corporation
Coronation Fund Managers
Investec Asset Management
Bateleur Capital
Aeon Investment Management
Visio Capital Management

36,536,582
22,611,708
17,486,961
10,484,883
8,319,592
8,015,126
7,486,475
5,910,476

21.08
13.05
10.09
6.05
4.80
4.62
4.32
3.41

116,851,803

67.43

Beneficial shareholders with a holding greater than 3% of the
issued shares

Number of
shares

% of issued
capital

Government Employees Pension Fund
Old Mutual Group
Alexander Forbes Investments
Prudential

23,592,172
11,790,809
5,915,900
9,045,673

13.61
6.80
6.80
6.80

JP Morgan (Custodian)
Allan Gray
CitiGroup (Custodian)
Coronation Fund Managers

6,220,571
25,868,851
8,601,660
6,502,680

6.80
6.80
6.80
3.75

Total

97,538,316

58.19

Directors
Government Employees Pension Fund
Share schemes

Total

Total number of shareholdings
Total number of shares in issue
Share price performance
Opening price 3 January 2018
Closing price 31 December 2018
Closing high for period
Closing low for period
Number of shares in issue
Volume traded during period
Ratio of volume traded to shares issued (%)
Rand value traded during the period
Price/earnings ratio as at 31 December 2018
Earnings yield as at 31 December 2018
Dividend yield as at 31 December 2018
Market capitalisation at 31, December 2018

4 342
173,304,517
R24.80
R21.01
R29.10
R19.30
173,304,517
59,659,930
34.42
R1,426,832,899
13.04
7.67
2.09
R3,641,127,902
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Shareholder’s analysis (continued)
at 31 December 2018

Non-public breakdown

31 December 2018

173 304 517

– Directors of the Company or any of its subsidiaries
Beneficial holders > 10%
Government Employees Pension Fund
Government Employees Pension Fund Public
Investment Corporation
Government Employees Pension Fund Aeon
Investment Management Proprietary Limited
Government Employees Pension Fund Argon Asset
Management Proprietary Limited
Government Employees Pension Fund Sentio Capital
Management Proprietary Limited
Government Employees Pension Fund Afena Equity
Government Employees Pension Fund Mianzo
Investment Management

Share Schemes
Mpact Limited Incentive Schemes Trust

Directors
Bruce Strong (Strong Bruce William Mr)
Brett Clark (Brett Clark Family Trust and Monika
Luise Clark )
Hugh Thompson (Thompson Hugh Michael Mr)
Ralph von Veh (Von Veh Ralph Peter Mr)
John Hunt (Hunt John William Mr)
AJ Phillips (Phillips Anthony John Mr and
A Phillips Family Trust)
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Count

Holding

%

1

16,302,659

9.41

1

5,276,909

3.04

1

1,337,056

0.77

1
1

501,475
117,647

0.29
0.07

1

56,426

0.03

6

23,592,172

13.61

Count

Holding

%

1

2,403,309

1.39

1

2,403,309

1.39

Count

Direct

Indirect

Total

%

1

547,543

–

547,543

0.32

2
1
1
1

–
361,813
61,603
217,492

133,762
–
–
–

133,762
361,813
61,603
217,492

0.08
0.21
0.04
0.13

2

8,914

1,516

10,430

0.01

8

1,197,365

135,278

1,332,643

0.77
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Glossary of terms
The terms listed below have been used throughout this integrated report.
AGM

Annual General Meeting

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-BEE

Broad-Based Black Economic Empowerment

BEE

Black Economic Empowerment

BSP

Bonus Share Plan

CEO

Chief Executive Officer

CFO

Chief Financial Officer

Closing PE ratio

Market value per share at 31 December divided by HEPS

Companies Act

Companies Act, No. 71 of 2008

CSDP

Central Securities Depositary Participants

CSI

Corporate Social Investment

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

EBITDA

Earnings before interest, tax, depreciation and amortisation

EE

Employment Equity

EPS

Earnings per share

Exco

The Executive Committee

FMCG

Fast Moving Consumer Goods

GDP

Gross Domestic Product

GRI

Global Reporting Initiative

GRSM

Group Risk and Sustainability Manager

HDPE

High-density polyethylene

HEPS

Headline earnings divided by the weighted average number of ordinary shares in issue during the year

HR

Human resources

IDC

Industrial Development Corporation

IFRS

International Financial Reporting Standards

IPSA

The Institute of Packaging South Africa

IIRC

International Integrated Reporting Council

IT/ICT

Information Technology/Information Communication and Technology

JSE

JSE Limited

King IV

King Report on Corporate Governance for South Africa 2016

KPI

Key Performance Indicators

Listings Requirements

Listings Requirements of the JSE

LTI

Lost Time Injury

LTIFR

Lost Time Injury Frequency Rate

LTIP

Long-Term Incentive Plan

MD

Managing Director

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
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Glossary of terms (continued)
at 31 December 2018

OECD

The Organisation for Economic Co-operation and Development

OHS

Occupational Health and Safety

Operating profit margin

EBIT as a percentage of revenue

PAMSA

Paper Manufacturing Association of South Africa

PDIs

Previously Disadvantaged Individuals

PE

Price earnings, market value per share divided by HEPS

PET

Polyethylene terephthalate

PETCO

The PET Recycling Company

PO

Public Officer

POPI Act

Protection of Personal Information Act

PRASA

The Paper Recycling Association of South Africa

PSP

Performance Share Plan

PV

Photovoltaic

QSR

Quick Services Restaurant

ROCE

Return on Capital Employed

rPET

Recycled PET

SARP

Scheme Appreciation Rights Plan

SENS

Stock Exchange News Service

SHE

Safety, Health and Environmental

SIFR

Serious Injury Frequency Rate

TSR

Total Shareholder Return

the Board

The Board of Directors of Mpact

the Company

Mpact Limited

the current year

The financial year ended 31 December 2018

the next year

The financial year ending 31 December 2019

the previous year

The financial year ended 31 December 2017

underlying earnings

Net profit after tax and before special items attributable to equity holders of the Company
underlying EBIT

underlying operating profit margin 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 VWAP
VWAP
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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)
19 Ameshoff Street, Braamfontein, 2001
(PO Box 4844, Johannesburg, 2000)

Investor relations

Keyter Rech Investor Solutions CC
(Registration number 2008/156985/23)
Fountain Grove, 52nd 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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