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About this report
This Integrated Annual Report aims to provide readers with a
concise and balanced overview of the context, activities and
performance of the Mpact Group for the financial year from
1 January to 31 December 2019. It is prepared primarily to address
the information needs of long-term investors and providers of
capital, but also includes information about our environmental and
social performance, as well as our governance framework and
actions, that are of interest to our broader stakeholder groupings.
Where relevant, material happenings after financial year-end are
included in the report up to the date of approval by the Board.

Queries regarding this Integrated
Report or its contents should be
addressed to:
CorpStat Governance Services
kwaldeck@corpstat.co.za
Tel: +27 11 326 0975
Investor Relations queries should
be addressed to:
Marlize Keyter
Investor Relations Consultant
Keyter Rech Investor Solutions CC
mkeyter@kris.co.za
Tel: +27 87 351 3810
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Mpact’s operating model (page 10) provides an
overview of our main activities and the role the
Group plays in closing the loop on the circular
economy. The strategic overview section that
starts on page 16 discusses our approach to
creating sustainable value for our stakeholders
and the business model on page 12 analyses
our inputs, outputs, outcomes and the tradeoffs between the six capitals that arise from
our activities. Mpact’s key stakeholders and
significant engagements during the year are
discussed on page 41.
The information included in this report is
determined by our most material matters –
those matters that could potentially have the
biggest impact on 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 on pages 46 and 47.

The annual financial statements include financial
information for all subsidiaries, associates and
joint ventures, in line with IFRS. Non-financial
information is included for all entities over which
we have direct control.

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 the King Code of Governance
Principles for South Africa (King IVTM) and the
International Integrated Reporting Council’s
(IIRC) Integrated Reporting <IR> Framework,
as these apply to the Group. The sustainability
information in Mpact’s Sustainability Review
is disclosed in accordance with the GRI
Standards: Core option.

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. The Group’s external auditor,
Deloitte & Touche, assured Mpact’s annual financial
statements and Summarised Consolidated Financial
Statements, and a copy of their Independent
Auditor’s report on the Summarised Consolidated
Financial Statements is available on page 103.
While the Sustainability Review as a whole has not
been independently assured, 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 forwardlooking statements concerning the Group’s
environment, financial performance and conditions,
strategy, outlook 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
24 March 2020

BW Strong
Chief Executive Officer
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Key metrics

Revenue
of

R11.1bn*
(2018: R10.5 billion)

29 fully-funded
university bursaries
awarded through the
Mpact Foundation
Trust since inception.

Underlying
operating
profit of

R724m*
(2018: R752 million)

Return on
capital
employed
(ROCE) of

11.8%*

B-BBEE

Level 1
(2018: Level 4)

Serious injury
frequency rate

0.44

60c

(2018: 70 cents)
* From continuing operations
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624kt
(2018: 630kt)

Energy
consumption

6.2GJ/t

per 200 000 man
hours (2018: 0.65)

(2018: 6.5GJ/tonne)

CSI spend

Scope 1
and 2
greenhouse gas
emissions

R3m

(2018: R3.5 million)

(2018: 11.9%)

Total gross
dividend
per share of

Recovered
recyclables

Water
consumption

4.9kℓ/t
(2018: 5.5kℓ/t)

0.883tCO e/t
2

(2018: 0.963 tCO2e/t)

Training and
skill

65,207

man-hours
(2018: 63,031
man-hours)

Introduction

• Gold (Sustainability Category) and Silver
(Food Packaging Category) for our stamped
corrugated paper trays. The trays substitute
single-use plastic trays and are stamped
by an ingeniously simple, energy-efficient
process using food-safe papers derived from
sustainable fibre sources.

20
FLEXOGRAPHIC
PRINT EXCELLENCE AWARDS 1 7

Fta SA Flexographic Print Excellence Awards
• Gold (Corrugated – Coated (Process) Category) for the Rainbow Chicken Spice/Steak & Chops
Spice/Spice it All/Barbeque Spice
• Gold (Corrugated – Coated (Line/Tone) Category) for the Heart of Africa/The Grape Grinder printed pack.
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Administration

• Bronze (Transit and Secondary Packaging
Category) for the Imana 100% rPET jar. This
jar exemplifies the circular economy concept
of packaging that can be produced, recycled
and reproduced into a similar form without
adding cost to the value chain. The design
of the jar embraces the colour of the rPET to
promote the benefits of its use.

Gold Winner – Mars/Royco conversion to corrugated automation

Financial statements

• Gold (Transit and Secondary Packaging
Category) for the Mars/Royco conversion to
corrugated automation. Mpact collaborated
with the client to design retail-ready
wraparound cartons for the product that
resulted in a cost-saving conversion from
cartonboard to corrugated.

Governance

During the year, Mpact’s focus on innovative
packaging solutions was recognised with four
awards at the Gold Pack 2019 awards and two
Fta SA Flexographic Print Excellence Awards.

2019 Gold Pack Awards

Sustainability

Developing strong long-term relationships with
our customers helps us to better understand
their businesses so that we can anticipate their
needs to develop and test products tailored to
their specific requirements. Mpact’s intellectual
property and technology networks provide
us with unique capabilities in niche areas that
enable us to offer bespoke, high performing,
quick-to-market solutions.

Operational review

Two key drivers in the design process are
reducing total cost of ownership for our clients
and improving sustainability. A recent example
is the design of foldable containers for the
agricultural industry that provide protection
to exported product and then collapse to
reduce return logistics and storage costs.
The crate is reusable, saves money and reduces
environmental impact.

Strategic overview

Mpact’s customer-focused strategy is built
around premium quality products that deliver
innovative solutions to our customers.
Our company slogan challenges us to create
Smarter, Sustainable Solutions and we work
closely with our customers to understand and
define their specific requirements, and then
match these with the latest technology and
materials. This allows us to create packaging
that leapfrogs incremental improvements in
existing design to deliver game-changing
solutions and new product classes.

Company overview

Anticipating customer needs

Innovation Awards

Corporate profile
Mpact is the largest paper
and plastics packaging and
recycling business in Southern
Africa. Our integrated business
model is uniquely focused
on closing the loop in plastic
and paper packaging through
recycling and beneficiation of
recyclables. Innovation lies at
the heart of our strategy and
we use our close relationships
with customers and our
understanding of their industries
to anticipate their needs and
create structural and graphic
solutions, as well as valueadded services.

In 2019, we had 5,142 employees working
at 41 operating sites in South Africa, Namibia
and Mozambique, and generating revenue of
R11.1 billion. Our footprint, leading market
positions and proximity to customers contribute
to faster response times, reduce transport costs
and create economies of scale.
Mpact is South Africa’s largest collector of
recyclable packaging. We collected over
624,000 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.

Paper division
RECYCLING

PAPER MANUFACTURING

Collects recyclable paper, plastics and liquid
cartons to recycle these to provide feedstock
for the paper division, 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.

CUSTOMERS

PAPER CONVERTING

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

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

See page 30 for more information on our Paper business.

Plastics division
PLASTIC CONVERTING

CUSTOMERS

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.

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

See page 34 for more information on our Plastics business.
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Mpact Group

Containerboard
and cartonboard

PAPER
CONVERTING

Corrugated boxes,
other paper packaging
products

Level 1
Corrugated
boxes

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

Financial statements

PLASTIC
CONVERTING

Governance

Plastics Business

B-BBEE

Sustainability

countries

Containerboard and
cartonboard

PAPER
MANUFACTURING

Operational review

3

41

operating
sites

Recovered
paper

Strategic overview

employees

Baled recovered paper,
plastic and other
recyclable materials

RECYCLING

External Group Sales

5,142

Paper Business

Mpact’s footprint in the three Southern African
countries and proximity to its customers
contributes to faster response times and
reduced transport costs.

Company overview

Mpact’s footprint

Administration

External sales     Inter-segmental sales     Inter-divisional sales
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Our vision and values
Building a sustainable business and
contributing to society through innovation

Vision

Southern Africa’s largest recycler, paper and packaging
producer, Mpact is committed to:

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

•

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

•

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

8
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Introduction

Values

Company overview

At Mpact we are differentiated by our people who are:

Trustworthy

Strategic overview

• Ethical
• Transparent
• Honouring commitments

Operational review

Resolute

Sustainability

• Setting and achieving challenging targets
• Continuously identifying innovative ways to
do things
• Accountable, especially in the face of adversity

Governance

Responsible

Financial statements

• 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

MPACT Integrated Report 2019

Administration

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

9

Our operating model

Plastic loop

Step 1

Collect and recycle
DECENTRALISED CUSTOMERFOCUSED STRUCTURE

As the leading paper and
plastics recycler in South
Africa, Mpact gives effect to a
true circular economy and hope
for future generations. Through
state-of-the-art investments
in recycling and packaging
technologies, Mpact converts
pre-consumer and postconsumer recyclable materials
into innovative plastic and
paper packaging products.

Mpact Recycling collects over
624,000 tonnes of paper
and plastic recycling from
pre- and post-consumer
streams. We sort and bale
recyclables and put this
through our circular valuechain – which operates within
a decentralised customerfocused structure. Our Paper
and Plastics businesses
add value to the recycled
materials and other inputs
before these are sold for
customer and consumer use.

Step 2
MPACT
VALUE
CHAIN

Prepare for reuse

MPACT PAPER MILLS
This business unit produces recycled-based
packaging paper grades such as containerboard
and cartonboard.
65% of recovered
paper is used
internally

Recovered
paper as raw
material

Paper loop
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35% of recovered paper is
sold to external customers

Pre-consumer recyclables

Operational review

Step 3

Step 4

Step 5

Convert to product

Customer use

Consumer use
Sustainability

MPACT
VALUE
CHAIN

Strategic overview

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

Company overview

Post-consumer recyclables

Introduction

Plastic
packaging
products for
a range of
sectors

MPACT PAPER CONVERTING

Post-consumer recyclables

Pre-consumer recyclables

Corrugated
and other
paper products

Administration

61% of products sold
to external customers

Financial statements

Rolls and
sheets
of paper and
cartonboard

39% of products
sold internally for
conversion

Governance

This business unit manufactures premium-quality
packaging products, provides high-graphic
printing capabilities and other converted paper
products.

MPACT Integrated Report 2019
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Business model
INPUTS

CAPITAL TRADE-OFFS DURING 2019

Financial capital
Funds available to the business, including in the form of
retained earnings and debt.
Net debt – R2.3 billion.
Equity – R3.7 billion.

Manufactured capital
41 operating sites across South Africa, Mozambique
and Namibia. Manufacturing operations, paper, plastic
and recycling.

Human capital
5,142 employees.
65,207 man-hours spent training.
95% 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 customer-focused product offerings.

Social and relationship capital
Our strong relationships with our customers and other
key stakeholders, and commitment to community
development.

Natural capital
Pulp, eucalyptus logs, pine chips, water.
6.17 GJ/tonne of energy consumed.
4.9 kℓ/tonne of water used.

12
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The focus in the challenging conditions during 2019 was on maximising the benefits of the recent capital
investments in our manufacturing facilities. Weak demand for paper led to the paper mills taking commercial
downtime to prevent stock build-up (manufactured capital).
The inability to secure prices for rPET from the PET recycling plant that were above the cost of production
led to the operation being closed down. This decision represents a trade-off between preserving financial
capital and a reduction in human capital and intellectual capital built up in the process.
Mpact Recycling’s initiatives to improve wastepaper collection include the annual schools competition and a
competition that challenges the Top 100 Mrs South Africa semi-finalists 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.
Mpact’s empowerment partnership with Dalisu develops intellectual capital around converting a by-product
from the paper manufacturing business into saleable products. This can be sold to increase financial capital,
while reducing our environmental impact by improving effluent quality and supporting social and relationship
capital through the partnership’s transformation aspect.
Improved energy and water use efficiencies have been realised from the financial investments in our
manufacturing facilities. Mpact has installed 1,700kWp of rooftop Solar PV and has plans for a further
7.3MWp.

Introduction

OUTCOMES
Financial capital

433 million m2 of saleable corrugated packaging.
411,867 tonnes of paper.
87,050 tonnes of plastics converted.

R3 billion in value created for stakeholders
R125 million distributed to shareholders as dividends
R265 million distributed to providers of capital

Manufactured capital
Capital expenditure of R592 million invested to improve manufacturing equipment
R543 million depreciation as a proxy for the decrease in value of tangible and
intangible assets

Operational review

Scope 1 and Scope 2 carbon emissions of
696,258 tCO2e

Strategic overview

Manufactured capital

Natural capital

Company overview

OUTPUTS

35,048 tonnes of waste generated

Human capital
Group revenue of R11 billion*
Underlying operating profit of R724 million*
Underlying earnings per share of 192 cents
ROCE of 11.8%*

Intellectual capital
Increased skills and know-how
R28,9 million invested in research and development
Four Gold Pack awards and two Fta SA Flexographic awards

Governance

* From continuing operations

R1,830 million distributed to employees as remuneration and benefits
R15,5 million invested in skills development
SIFR improved to 0.44

Sustainability

Financial capital

Social and relationships capital

Financial statements

R3 million invested in communities through the CSI programme
R66,7 million distributed to government as taxes
Level 1 B-BBEE

Natural capital
42 000 tonnes of plastic waste diverted from landfill for recycling
516 000 tonnes of waste paper recycled

Administration
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Case study
Mpact has designed
and successfully
implemented a first-tomarket range of 100%
recyclable corrugated
paper trays that
provide a sustainable
alternative to plastic
trays traditionally used to
package and display fruit
and vegetables.

14
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Mpact’s pioneering paper-based fruit and
vegetable trays
Mpact has designed and successfully implemented
a market first range of 100% recyclable corrugated
paper trays that provide a sustainable alternative
to plastic trays traditionally used to package and
display fruit and vegetables.
Mpact’s glued punnets offer an alternative to
applications where rigid plastics like PET are
traditionally used. The lightweight, yet durable
corrugated board used in the glued trays is
produced from approximately 65% recovered
fibre. This makes them an excellent choice for
environmentally conscious retailers and consumers,
and demonstrates the benefits of the circular
economy. Fibre for the five sizes of glued trays are
food safe and originate from Forest Stewardship
Council (FSC) certified sustainable sources.
Since we first introduced this unique product to
the market in the last quarter of 2019, we have
produced close to five million trays. The success
of the rollout across one of the biggest retailers in
the country led to another leading fresh produce
company changing over their main lines to our
corrugated glued punnets.
Mpact also pioneered and perfected the art of
stamped corrugated board trays for fresh
produce, which substitute for shallow expanded
polystyrene (EPS) trays. We started manufacturing
these trays in 2018 and now produce a further
three new sizes. These stamped trays were
awarded a Gold Medal for Sustainability at the
2019 Gold Pack awards and a Silver Medal in the
highly competitive “Food Packaging” category,
proving their merit as an alternative to single use
EPS plastics.

To date Mpact has manufactured in excess of one
million stamped trays and has design protection
locally and in several foreign territories, with the
option of licensing in these jurisdictions.
Corrugated grape punnets are another market
first from Mpact that are showing excellent uptake
in the agricultural market, particularly with major
clients Southern Fruit Growers (SFG) and The
Grape Company (TGC). The current grape season
provides a large-scale validation trial with the
majority of punnets exported to German and Dutch
supermarkets where they have been very well
received. The Mpact corrugated grape punnet is
protected by design registration and is unique due
to the option of sealing by heat-shrink, flow-wrap,
or with two different heights of clip-in lids. Mpact
Versapak manufactures these lightweight lids
from 100% recycled PET using 100% food safe
materials.
We are currently developing window hinge-lid and
heat-seal options for the next grape season and
expect sales volumes to continue to rise.
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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, paperbased packaging and packaging paper in subSaharan 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.

16
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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.

Introduction

The key principles underlying each strategy pillar are expanded upon in the following table:

Customer-focused

Focus on performance

Company overview

Leading market positions

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

• Re-investment and capital allocation based on track record

• Flexible

• Stringent and continuous cost management

• Effectively execute differing strategies or even hybrids across
business units

• Long-term view of investments

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

Products and geographies

Intimate understanding of the Value Chain

Sustainable practices

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

• Engage customers and other stakeholders to improve supply
chain efficiency and anticipate changing requirements

• Responsible environmental management

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

• Rigorously pursuing the highest ethical standards in governance

Strategic overview

Scale

• Effective risk management and governance

Operational review

• Safety

Governance

• Make partnerships work

Sustainability

• Contributing to social upliftment in the areas in which we operate

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

Financial statements
Administration
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Five-year performance history
2019

2018

2017

2016

2015

R’m

11,076

10,543

10,120

10,099

9,548

R’m
R’m
R’m

724
494
328

751
571
421

457
274
283

784
617
420

909
790
603

R’m
R’m
R’m
R’m

8,425
3,747
4,678
7,658

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

R’m
R’m
R’m

1,344
(357)
(592)

1,218
(235)
(534)

1,019
6
(856)

1,275
(289)
(836)

1,322
(235)
(979)

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
%

6.5
(443.7)
191.8
185.8
60.0
2,162
11.8
2.4
3.0
38.2

7.1
224.8
247.7
235.3
70.0
2,613
11.9
1.3
3.6
27.9

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

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

1,490
2,940
1,101
8.0
2,552
66,490
171,030
173,305

2,101
2,910
1,930
8.9
3,641
59,660
170,785
173,305

2,440
3,500
1,720
14.8
4,184
83,250
169,746
171,462

2,825
5,499
2,200
11.7
4,760
84,386
166,735
168,485

4,694
5,189
3,251
12.8
7,790
61,106
164,218
165,958

Profit performance
Revenue
Underlying operating profit
Underlying profit before tax
Underlying earnings
Financial position
Total assets
Total equity
Total liabilities
Total operating assets
Cash flow information
Net cash from operations before working capital
Working capital inflows/(outflows)
Capital expenditure
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SUSTAINING
PROFITABLE GROWTH
Operating environment
Regulatory environment
Innovation
Capital funding and
allocation
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Administration

Our customer-focused business model is built on business
excellence in quality and service as well as operational,
safety and environmental performance. See page 24 for our
CEO’s report and page 90 for our CFO’s review.

Financial statements

• Communities
• Governance
• Environmental
responsibility

COST COMPETITIVENESS AND
ANTICIPATING AND MEETING
CUSTOMER NEEDS

Governance

BEING A
RESPONSIBLE
CORPORATE CITIZEN

Sustainability

We are committed to maintaining high standards of
corporate governance and demonstrating honest and
responsible conduct. See page 56 for our Corporate
Governance report, our Abridged Sustainability Review on
page 40, the report of our Social and Ethics Committee on
page 42 and our Sustainability Review on the Company’s
website.

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

Operational review

•
•
•
•

Mpact’s strategy aims to deliver profitable and sustainable
long-term growth for the benefit of all our stakeholders.
See page 24 for our CEO’s report and page 90 for our
CFO’s review.

Strategic overview

Labour relations
Health and safety
Diversity
Training and
development

SUSTAINING
PROFITABLE GROWTH

Company overview

Delivering on our strategy and our values require us to invest
in the skills, health, safety and development of our human
capital. See our Abridged Sustainability Review on page 40,
the report of our Social and Ethics Committee on page 42
and our Sustainability Review on the Company’s website.

BEING A
RESPONSIBLE
EMPLOYER
•
•
•
•

Introduction

Material matters summary

BEING A RESPONSIBLE
EMPLOYER

Chairman’s message
“Mpact’s innovative and sustainable packaging
products create circular economy solutions to
meet our customers’ packaging needs and
provide alternatives to single-use plastics.”
While trading has been tough in a very difficult
economy, Mpact managed to deliver a relatively
good result by focusing on what it can control
and taking the hard decisions to support the
profitability and sustainability of the Company.
We are particularly pleased to report a fatalityfree year and improvements in all of our safety
indicators after a year of emphasising safe
working practices.
Economic growth in South Africa remains
weak and business and consumer confidence
has been hit hard by load shedding, concerns
about the condition of state-owned enterprises
and persistent policy uncertainty in a number
of areas. This had a marked effect on Mpact’s
customers and particularly our consumer-facing
businesses.
International trade dynamics affected global
growth and fed through into a significant
decrease in demand for paper, which affected
pricing and reduced opportunities for exports.
Developments in waste legislation that started in
China are spreading to India and South East Asia,
resulting in an oversupply of waste material, a key
input in our integrated business model. This may
well increase pressure to start pricing the cost of
waste back to producers, who currently incur no
cost for excessive waste production.
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Promoting the circular
economy
Recyclable waste paper and plastic is the first
input into Mpact’s integrated business model,
providing feedstock to our paper mills, liquid
carton recycling operation and bins and crates
business. The waste we do not recycle ourselves
is sold to other recyclers. In this way we give
effect to the circular economy, reduce waste to
landfill and support the global drive to reduce
plastic waste. Our recycling operations also create
jobs for small and micro-enterprises that collect
the waste and sell it to our buy-back centres.
We continue to explore innovative and sustainable
ways to meet our customers’ packaging needs.
This year we launched stamped corrugated
trays made of food-safe paper as an alternative
to single-use plastic trays. The capital projects
completed over the last few years, particularly
at the Felixton Paper Mill and the Port Elizabeth
corrugating facility, have improved efficiencies,
reduced the use of water and electricity and
allowed production of lighter and stronger
packaging material. Dalisu, an empowerment
partner of Mpact, is successfully commercialising
products from the by-products produced at our
paper mills.

Introduction

Mpact’s fortunes are linked to the state of the general economy.
While we are positive about the medium-term outlook and believe
that the country’s leadership is moving in the right direction, we
see few signs currently of any meaningful improvement in the
South African economy. We will continue to focus on best meeting
our customers’ packaging needs while ensuring the sustainability
of the Company through cost reductions and maximising the
efficiency and profitability of our operations.

Financial statements

In closing, I would like to thank my fellow Board members for their
high levels of involvement and application, which brings the full
benefit of their diverse perspectives and experience to bear on
leading the Company. Mpact’s management team and employees
have again risen to the challenge of the current difficult trading
environment and, on behalf of the Board, I thank them for their
commitment and diligence during the year.
Tony Phillips
Chairman
Tony Phillips

Administration

24 March 2020

Governance

Acknowledgements

Sustainability

Mpact’s governance structures and processes provide a
framework that guides the Company’s activities and ensures that
these are conducted in accordance with the Group’s values and
Code of Ethics. The Board has full access to the whistleblower
facility and is constantly apprised of the issues raised through
this channel, as well as developments regarding insurable or
non-insurable incidents and regular reports from the internal
audit function. This information provides another source of insight
into the Company in addition to that provided by our regular
interactions with the executive and strengthens effective oversight
of the Company and its ongoing activities.

Outlook

Operational review

Governance and value creation

Towards the end of the year, we lost a woman of exceptional
leadership, integrity and commitment with the passing of
Mrs Noriah Sepuru, who served as the Company Secretary
of Mpact since 2011. We honour her memory and extend our
heartfelt condolences to Noriah’s family, friends and colleagues.

Mpact delivered
a relatively good
result by focusing
on what it can
control and taking
the hard decisions
to support the
profitability and
sustainability of the
Company.

Strategic overview

We also stopped kerbside pickups of recyclable waste in
Johannesburg, Ekurhuleni and Tshwane after 30 years.
This source represents less than 1% of the waste Mpact recovers.
Less than 5% of households participate and the demand for
recycled newsprint and availability of newspaper waste have both
fallen precipitously. While this service was a valuable social benefit,
Mpact still provides more than 2,000 paper banks at schools and
communities across the country where households can recycle
paper and cardboard waste.

As a Board, we recognise the value of diversity both in the
body of Directors and in the Company. The Group’s efforts to
drive transformation throughout the organisation have been
recognised by the achievement of a Level 1 B-BBEE rating for
Mpact Operations.

Company overview

One of the hard decisions we took this year was to close down
our state-of-the-art PET recycling plant. While the modifications
during the year brought the facility closer to full production,
the price of recycled PET (rPET) in South Africa is not currently
reflective of either the environmental and social value of the
process, or the cash costs of production. In many other countries
rPET sells at a premium of up to 30% over virgin PET, but the
local price has fallen with virgin PET and is now at 2015 levels.
The project absorbed significant capital and management
attention over the last four years, but with no prospect of
achieving economic viability at current rPET prices, we shut the
operation down.
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Case study
Make the Switch to strong and
sustainable paper shopping bags

The Mpact retail bag
is made from 100%
recycled locally-sourced
fibre, and is recyclable
in standard recycled
pulping mill operations.
These bags are reusable,
compostable, strong and
have excellent moisture
resistant properties.
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Detpak manufactures 100% recyclable, reusable
and compostable paper shopping bags that
offer equal or better strength than their plastic
equivalents. Perfect for use in the food and retail
sector, these bags use paper made from 100%
recycled locally-sourced fibre that is certified by the
Forest Stewardship Council (FSC).
Statistics from RecyclePaperZA show that around
72% of paper in South Africa is recovered for
recycling. However, traditional virgin high-wet
strength paper used in cold chain/refrigeration
applications need specialised pulping treatment
and cannot be recycled in standard recycled
pulping mill operations. As it is impractical to
separate this paper from mainstream waste paper
collections, this high-wet strength paper is ejected
from pulping streams at recycled paper mills and
ends up as landfill.
The Mpact retail bag paper grade has been
optimised to maximise resistance to water
absorption and strength, without compromising the
recyclability of the paper, so these bags are 100%
recyclable in standard recycling facilities as well as
being compostable. The Retail Bag paper provides
enhanced strength and durability even when
exposed to cold refrigerated goods that may cause
condensation on the paper.

With increasing consumer concern about single
use plastic bags and major shopping malls
announcing bans on plastic bags, Detpak’s ‘Make
the Switch’ promotion has been very well received.
In addition to the traditional quick service restaurant
market, recent new customers added include big
telecoms, nicotine and clothing brands companies.
In 2019, Detpak installed two additional bag
formers with automatic in line handle application to
meet the increasing demand for these high quality
sustainable shopper bags.

Introduction

4

Company overview
Strategic overview
Operational review

28
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30
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34
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Chief Executive Officer’s report
“Trading over the past year across most of
our businesses has been among the most
difficult we have experienced from a demand
perspective.”
Sales volumes were under pressure across most
businesses due to low consumer demand and
climatic conditions affecting the timing of fruit
harvests. For the first time in many years, several
of our major FMCG customers took extended
production downtime in the first half of the year.

Benchmark PET prices declined to levels last
seen in 2015 and customers were unwilling to
pay more for rPET than for virgin PET. Mpact
Polymers has been deconsolidated from
the Group and its profit and loss statement
for the reporting period is disclosed as a
discontinued operation.

Global containerboard prices decreased substantially
due to weak demand, paper oversupply and low
Financial overview
OCC costs in Europe and North America. This
Benefits from recent capital investments such
affected pricing and reduced opportunities for
as the Felixton Paper Mill upgrade and the new
exports of containerboard.
corrugator in Port Elizabeth partially offset the
Notwithstanding the trading environment, we had
effects of the challenging trading environment.
some notable successes over the past year.
Group revenue from continuing operations grew
These included an improvement in our safety
5.1% to R11.1 billion while underlying operating
performance, achieving a Level 1 B-BBEE status,
profit of R724 million, decreased by 3.7%.
and our new innovative packaging once again
Underlying earnings per share were 192 cents
being recognised by enthusiastic adoption by
(2018: 248 cents).
customers and a number of industry awards.
During the year we took the difficult decision to
close down our PET recycling operation, Mpact
Polymers. The reason was that the recycled PET
selling price was significantly below its cash cost
of production and was expected to remain so for
some time.
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Return on capital employed (ROCE) was 11.8%
(2018: 11.9%). The CFO report on page 90
provides more detail on the Group’s financial
results for the year.

Driving sustainability in packaging and the
circular economy
The contribution our waste buy-back centres make to job creation
in local communities demonstrates the value that can be created
by the circular economy. It is estimated that each buyback centre
creates three direct jobs on average and provides an income
for several other people every day selling recyclable materials to
these centres. Waste that is not usable by our operations, such as
other plastics and cans, is sold to other recyclers, closing the loop
and ensuring the long-term sustainability of the buy-back centres.
During the year, Mpact supported our dealers where possible
during the worst of the price declines to ensure the sustainability
of our supply chain.

Bruce William Strong
Administration

Public perception continues to harden against single use plastic
packaging and its effect on the environment. Mpact remains one
of the few businesses that collects nearly every product category
we produce for recycling and, in many cases, we also recycle.
Our integrated business model sustains the circular economy in
plastic and paper packaging through recycling and beneficiation.

Financial statements

Detpak sales volumes increased on the prior year due to
new business including paper bags and cups. A second
shopper paper bag machine, with in-line handle capacity was
commissioned in November and volume growth continued.
Detpak worked with our Felixton Paper Mill to develop a specialty
retail bag paper for this market that is 100% recycled and
recyclable, and has good moisture resistant properties.

Underlying operating profit in Plastics declined to R83 million
(2018: R129 million) due to lower margins in trays, films and FMCG.

Governance

Paper Converting sales volumes decreased 1.6% with good
growth in Detpak offset by a decline in Corrugated with exports
down significantly. Corrugated sales to the fruit sector were in line
with the prior year thanks to higher citrus and apple box sales
offsetting steep declines in tomato and avocado boxes.

The major restructuring initiatives in trays and films have been
completed, including the relocation of some of the styrene
capacity to Johannesburg. We hope to see some of the benefits
flowing through in the coming year, although the styrene sector
remains under pressure.

Sustainability

During the year we increased our recycling footprint in KwaZuluNatal with the opening of our new recycling branch in Pinetown
and the successful expansion of our Richards Bay operation.
These specific operations are important sources of material for
the Felixton Paper Mill, which is already consuming over 200,000
tonnes of waste paper per annum, which is nearly 100,000 tonnes
more than it did four years ago.

Average prices in the Plastics business declined by 1.0% due to
sales mix and the pass through of lower polymer prices.

Some notable
successes
over the past
year include an
improved safety
performance,
achieving level 1
B-BBEE and
winning several
industry awards.

Operational review

Sales of containerboard and cartonboard decreased 7.7% as
very few local customers met their supply agreement volumes for
2019 due to low demand. Domestic sales declined 5% compared
to the prior year and it was not possible to make up the shortfall
through exports due to an oversupply globally. Consequently,
the paper mills took downtime equating to approximately 10% of
annual capacity.

Revenue in the Plastics Converting business of R2.4 billion was
3.2% higher than the prior year. Sales volumes increased 4.2%
on the back of increases in preforms, closures, bins and crates.
FMCG volumes were up marginally but trays and films declined
3.4%.

Strategic overview

Revenue in the Paper business increased by 5.4% to R8.7 billion
on the back of higher average selling prices. External sales
volumes decreased by 3.1%.

Underlying operating profit in the Paper business increased 3.1%
to R716 million due to higher gross margins and further efficiency
benefits from the Felixton Mill upgrade and PE corrugator projects,
which offset the paper mill shut downs and bad debt provisions in
Corrugated.

Company overview

Operational performance

Introduction

Deteriorating market conditions, together with Mpact’s share
price trading below its net asset value during most of the past
year has resulted in an impairment of R1.3 billion, comprising
R549 million of goodwill and R742 million of plant and equipment,
raised against the Springs and Piet Retief paper mills as well
as the trays and films business. This non-cash charge equates
to approximately 633.2 cents per share and is excluded from
headline and underlying earnings per share. Notwithstanding the
impairments these businesses remain operational.
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We believe that plastic packaging that is
recycled will prove to be a sustainable, and in
some cases the preferred, means of protecting
and promoting goods and minimising food
waste. Single-use, non-recycled packaging
of any substrate is likely to be phased out
globally over the medium-term with many major
brand owners having already made public
commitments in this regard. Mpact is well
placed to take advantage of the opportunities
this will present.

Dalisu, a black empowerment partner of Mpact,
is developing intellectual capital that converts
a by-product from the paper manufacturing
business into commercial products. Sales
of its dust suppression product are growing
and the construction of its manufacturing
facility for sodium sulphate is progressing well.
Their initiative was recognised at President
Ramaphosa’s South African Investment
Conference in November 2019 with an award for
the best greenfields project.

Innovation as a strategic
advantage

Preserving and growing our
human capital

Innovation is a key focus in the Group and
one of Mpact’s competitive advantages.
Our innovation in packaging design and
execution was again recognised with a number
of awards (page 5).
We have developed paper punnets and paper
bags for grapes and other fruit as an alternative
to PET punnets. Mpact’s lightweight folding
plastic crates for shipping fruit have been
successfully used to export avocados and are
being trialled on other fruits. The crates are
recycled after the fruit is delivered and initial
indications show significant savings in cooling
costs compared to alternatives.
Detpak is experiencing increased demand for
their paper shopper bags made from 100%
recycled fibre from the Felixton Paper Mill,
providing a strong, sustainable substitute for
plastic shopper bags.
As a member of PETCO, our trays and films
business, Versapak, contributes a voluntary
recycling fee to assist in the industry’s efforts to
increase recycling rates of PET punnets across
the country.
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At the core of our efforts in safety is the fact that
we care about each other, and the safety of our
workforce is a critical indicator of operational
performance. Our safety performance improved
this year, with the lost-time injury frequency rate
improving to 0.33 per 200 000 man hours (2018:
0.47). Hand injuries are by far the most prevalent
type of injury at our operations and our analysis
shows that these are preventable. We have rolled
out a “Hands on Safety” awareness campaign
to address hand injuries, which have shown a
pleasing improvement.
Furthermore, we contracted a specialist in
safety culture to conduct a study at a number
of our sites in 2019. The study was effective in
identifying both positive and negative influences
on the safety culture at Mpact and, in 2020,
we will continue to develop a programme to
enhance our safety culture and performance.
Central to this programme will be a revision of
the fundamental paradigms that we hold true
regarding safety. We envision activating these
paradigms through enhanced safety training at all
levels, a focus on further developing leadership
skills among managers and supervisors, and
refinement of our safety standards.

Mpact is committed to transformation and we
are extremely pleased that Mpact Operations
achieved a Level 1 B-BBEE contributor
status during the year, reflecting our efforts
in transformation, which go well beyond
compliance.
The Mpact Foundation Trust Bursary Scheme
provides support for qualifying dependants of
our employees for their tertiary studies to help
them realise their full potential and inspire those
around them. A further 6 students were offered
bursaries during the year and we have provided
bursaries to 29 students in the programme to
date of which 13 have already graduated. We
are encouraged by the success rate of our
students and the relatively low drop‑out rate of
less than 10%, demonstrating the life-changing
difference the initiative can have for deserving
candidates.
Mpact supports socioeconomic development
in the communities around our operations,
where many of our employees live. This support
includes participation in a range of corporate
social investment projects as well as employee
volunteering programmes.
During the year, an industrial theatre initiative
was presented at operations to address
diversity and inclusion in the workplace, with
the aim of providing perspective, encouraging
open conversations and positively influencing
thoughts and behaviours.
CEO Imbizos were held at thirty different
operating sites during the year, providing myself
and other senior managers with the opportunity
to engage with employees at our operations.
Topics covered at these Imbizos include safety,
employee wellness, group financial performance,
current economic conditions as well as skills and
development opportunities.

Take up of the services offered through the
employee wellness programme introduced last
year is good and we are planning to launch an
Mpact Wellbeing Mentorship programme in 2020
which focuses on improving physical health by
creating positive diet and exercise habits.

Stakeholder engagement
We hosted thirty four fund managers at the
Felixton Paper Mill in May 2019, providing current
shareholders and potential investors a first-hand
look at the capital investments made at the mill
and showcasing the environmental benefits
and production efficiencies achieved since the
start‑up in 2017.
Mpact participated in the development of
the Packaging South Africa Industry waste
management plan that was submitted to
the Department of Environmental Affairs
in September 2018. In December 2019,
the Minister of Environment, Forestry and
Fisheries announced that government had
rejected the plans submitted in the section 28
process and would be initiating a new process.
Mpact representatives will continue to engage
on the development of these plans through
the various industry bodies on which we are
represented.
Engagements with host communities at our
operations in rural areas have escalated due
to the deteriorating socioeconomic situation in
the country and community expectations for
benefits from companies is increasing. We are
ensuring that these operations are provided with
the necessary training and resources to engage
effectively and address community concerns
where possible.

• Restricting visitors to our sites.
• Implementing procedures to deal with
people who report to work sick or develop
symptoms while at work.
• Engaging with Life Employee Wellness
Services, who provide our clinic service, to
ensure we are at the forefront of efforts to
combat this pandemic.

We remain resolute in the face of this very real
threat and we will do all we possibly can to
contribute positively to winning the war against it.
Bruce William Strong
Chief Executive Officer
24 March 2020

Financial statements

• Rigorous reinforcement of existing hygiene
and food safety standards at sites
producing products intended to have food
contact.

The impact of COVID-19 on the businesses’
performance is uncertain.

Governance

Our primary concern is the wellbeing of
our employees, contractors and their
families, and safely meeting our customers’
requirements. Firstly, this is expressed in our
efforts and contribution to minimising and
delaying the spread of COVID-19, and secondly
in ensuring we do what we can to limit the impact
of the pandemic on our national economy.

• Banning of international travel and
restricting local travel.

As such, most of Mpact’s operations fall within
the categories of businesses which are required
to remain open during the lockdown to fulfil our
vital link in the essential products and services
value chain. These essential operations will
continue during the period of lockdown to meet
customer needs.

Sustainability

Mpact takes the threat of the COVID-19
extremely seriously and welcomes the
measures announced by President Ramaphosa
on 23 March 2020. We are monitoring the
progression of the disease and recommendations
from the World Health Organisation, Department
of Health and National Institute of Communicable
Diseases closely.

• Increased personal hygiene by providing
facilities for regular washing of hands with
soap and water or with alcohol based
sanitiser. Cleaning routines to disinfect
commonly used work surfaces and common
areas have also been implemented.

Certain categories of business that are critical
and necessary to support Government’s
response to the pandemic are exempted from
the lockdown. Mpact is one of the critical links
in the South African economy’s supply chain,
producing paper and packaging for food,
pharmaceuticals and other essential products.

Operational review

Mpact’s integrated business model is uniquely
focused on closing the loop in paper and plastic
packaging. Through our increased focus on
innovation and the introduction of new product
offerings, we will continue to work with our
customers to develop new markets.

• Social distancing by avoiding unnecessary
contact and reducing to a minimum the
number of people in each area at our sites,
and encouraging employees and contractors
to maintain distance between them.

A nationwide lockdown was announced by
the President on Monday, 23 March 2020.
The lockdown will endure for a period of 21 days
with effect from midnight on Thursday, 26 March
until midnight on Thursday, 16 April.

Strategic overview

The global oversupply of containerboard
and cartonboard persists, but we expect the
dynamics supporting recycled fibre availability to
continue for the remainder of the year. We will
prioritise cash preservation and mitigating the
effects of the weak economy through cost
savings, efficiency gains and product innovation.

• Education and awareness of COVID-19
and the required countermeasures is being
driven though regular updates and posting of
information posters and flyers at our sites.

Changes to these requirements, or extension
beyond the envisioned period, will be
communicated as required.

Company overview

There is still no indication of any meaningful
improvement in the South African economy,
which is aggravated by debilitating power
outages.

Our key interventions implemented until further
notice include:

Introduction

Outlook for 2020

At this stage we anticipate that these measures
will be required for the next two to three months.
However, the dynamics of how COVID-19 will
develop in South Africa and internationally are
unknown.

Administration
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Management

Bruce William Strong (51)
CEO
Executive Director
BSc (Eng) (Summa cum laude)
(University of KwaZulu-Natal), BCom
(Hons) (University of South Africa)
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 over
25 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 a past Chairman of the South
African Manufacturing Circle. He is
now a member of the Social and
Ethics Committee.
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Brett David Vaughan Clark
(55)
CFO
Executive Director
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.

John William Hunt (56)

Neelin Naidoo (56)

Johan Stumpf (52)

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

Executive Committee
MBA (Herriot Watt University, United
Kingdom), FCIS, FCMA

Executive Committee
BEng (Hons) (Industrial), (University of
Pretoria) MBA (cum laude)

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 25 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 and PETCO and
Executive Committee member of the
Polystyrene Association.

Johan joined Mpact in October 2015
as 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 in management
and Executive roles in supply chain
management and consulting.
(Resigned 31 January 2020)
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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 was 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.

Management Committee
BA LLB, LLM (Taxation), LLM
(Commercial Law) (University of
Cape Town)
Gina has held the position of
Group Legal Counsel since May 2015.
She was previously employed by
ENS Africa in its corporate commercial
department.

Penny Ntuli (41)

Ziyaad Carrim (39)

Management Committee
MComm (Tshwane University)

Management Committee

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 five years. She has
served in various organisations
including Multichoice, Tiger Brands,
Sentech and GCIS.

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.

Financial statements
Administration

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
15 years’ experience in the packaging
sector. He was previously Senior Vice
President (Corporate Finance) for
Anglo American South Africa Limited.

Company Secretary
FCIBM, ACIS (Wits)

Georgina Sarah Robinson
(36)

Governance

Executive Committee
BCompt (Hons) (University of
South Africa), CTA (University
of South Africa), CA (SA), AMP
(Harvard Business School)

Noriah Sepuru (48)

Sustainability

Hugh Michael Thompson
(54)

(Noriah passed away
25 November 2019)
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Paper business
PRE-CONSUMER
RECYCLABLES

MPACT
RECYCLING

65%

of recovered paper
is used internally

OUR RECYCLING
PARTNERS

• Collectors

35%
RECYCLING
SITES

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

of recovered paper
is sold to external
customers

39%

Leftover trim and
cuttings returned to
Mpact recycling

MPACT PAPER
CONVERTING

• Buy-back centres and
country dealers

COLLECT
SORT
BALE

ACTIVITY: Produce different types of paper and
board made from a combination of recycled paper
and virgin fibres.
OUTPUT: Rolls and sheets of paper, containerboard
and cartonboard.

• Collection domes at
schools, community
centres and offices
• Industrial and
commercial suppliers

MPACT PAPER MILLS

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.

POST-CONSUMER
RECYCLABLES
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Introduction

Operational activities

Customer
Use

Mpact Recycling

16 recycling
operations around
South Africa

Recovered recyclable materials including paper, cardboard
and plastics are sourced through pre- and post-consumer
programmes. Materials are sorted and baled, and recycled paper
and cardboard are used by Mpact’s paper mills as raw materials.
65% 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
39% (2018: 31%) of the cartonboard and containerboard
manufactured by Mpact’s paper mills is consumed internally
by Mpact’s paper converting business with the balance sold
to other converters. The top 10 external paper manufacturing
customers represented approximately 69% (2018: 78%) of paper
manufacturing external sales in 2019. Around 13% (2018: 16%)
of products produced were exported, mainly to other African
countries.

Recycle

(51% held)

Distributor

Aeroton (Gauteng)

Manufactures an extensive range of paper and board packaging
solutions including cups, lids, cartons, bags, trays and clam
shells for the QSR and retail sectors.

MPACT Integrated Report 2019

Administration

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.

Financial statements

Consumer
Use

Detpak

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

Governance

Customer
Use

Corrugated

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 nondurable 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.

Sustainability

Paper converting

Operational review

Activities

Strategic overview

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

Location

Company overview

61%

Operation
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Paper business continued
Strategy and objectives

Segment revenue (R’m)

4 000

8 727

7 425

7 060

6 000

7 745

8 000

8 261

10 000

2 000
0
2015 2016 2017 2018 2019

Underlying operating profit (R’m)

664

600

694

803

800

716

1000

400

0
2015 2016 2017 2018 2019

5 535

6 145

5 145

4 247

4 764

Operating assets (R’m)
8 000
7 000
6 000
5 000
4 000
3 000
2 000
1 000
0

2015 2016 2017 2018 2019

Group revenue contribution (R’m)

22%

78%

Paper
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Mill

Main products

Production capacity (ktpa)

Piet Retief

Linerboard and semi-chemical fluting

125

Felixton

Fully recycled linerboard and fluting

200 – 215*

Springs

Cartonboard and specialities

145

Mpact also distributes all containerboard products of Mondi Group’s Richards Bay Mill, selling mainly
into South Africa and selected markets in sub-Saharan Africa and Indian Ocean Islands
* grammage dependent

443

200

Mpact’s integrated business model is uniquely focused on closing the loop in plastic and paper packaging
through recycling and beneficiation of recyclables. Mpact Recycling aims to provide our mills and
operations with the right quantity of material to support their production goals at prices and quality to
maintain their competitiveness. Every tonne of recovered paper saves 3m3 of landfill space.

Plastic
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The three paper mills produce recovered fibre-based packaging and industrial paper grades that are sold internally
to Mpact’s paper converting businesses and to external customers. The main external markets for
our packaging and industrial paper include corrugated board producers, box producers and other
containerboard converters. Our products have Forest Stewardship Council (FSC®) certification,
emphasising the responsible management of raw materials throughout the product lifecycle.
The Paper Converting business converts the paper from the mills into a broad range of innovative
packaging solutions used by businesses and farmers to protect, transport and display their products.
High-graphic print capabilities in these facilities add customer branding and designs to the packaging that
attracts attention and supports marketing initiatives.

Operational performance
Global trade dynamics contributed to a slowdown in the Chinese economy and led to an oversupply in
the global paper market. Containerboard exports were put under pressure and the weak South African
economy saw decreased local demand for containerboard and cartonboard. In addition, sales of
converted paper decreased in line with low levels of industrial activity and challenges in the
agricultural market.
All three paper mills took commercial downtime during the year to manage inventory.

The oversupply in the global recovered
paper market created by the Chinese policy
of reducing waste imports continued, driving
prices down and limiting the opportunity to
export waste paper. Along with paper mills
taking downtime, the consequent over-supply
of recovered paper in South Africa, along with
reduced prices, placed considerable pressure
on the many small dealers in the industry.
Mpact’s recent investments in storage capacity
in Springs and Felixton allowed the Group to
continue buying from the dealers and relieve
some of the pressure. Despite this, a number of
dealers closed down during the year.
The new Port Elizabeth corrugated plant
performed well during the year. However the
grape season was difficult and citrus lower than
expected.
Load shedding had an impact on domestic
activity but had less of a direct effect on our
operations. However, the paper mills continue
to be affected by instability in the transmission
grid. Although production efficiencies were
affected by the extensive commercial downtime,
the optimisation of the Felixton Mill continued
and benefits in terms of cost efficiencies, quality,
energy and water efficiencies, and reduced
environmental impact were achieved.

Introduction

Imported product as well as
competitor expansion and
customer backward-integrated
strategies creating over-capacity in
the local market

• Proactive management and investment to drive production
efficiencies and cost containment through rationalisation,
streamlining and automation to maintain margins and retain cost
competitiveness.

• Innovation in production processes and products to deliver
exceptional value to customers.

• Provide superior product offerings.
• Ongoing development of product innovations, quality and
sustainability management, and exceptional customer relations.

Drought and water supply restrictions • Manage water consumption continuously and interact with
relevant authorities.
• Drive to decrease water consumption at all the manufacturing
plants.
• Interact with agricultural customers to understand the impact of
drought and recovery cycles on their crops.
The challenges and risks the Paper operation faces also include a number of opportunities and our
strategy aims to ensure that Mpact makes the most of these.
Opportunities identified include:
• Optimising and expanding operations with upgraded plant and equipment.
• Continuing to educate consumers and municipalities regarding the creation of value through
recycling and the concept of the “circular economy”.
• Aligning capital spend with growth industries in existing regions.
• Export opportunities into the rest of Africa and other regions.

Administration

Group key risks and opportunities are discussed
on pages 62 to 67, while the most significant
risks and opportunities that could specifically
influence the Paper business are shown in the
table on the right. These risks and opportunities
are managed on a continuous basis.

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

• Shift planning to minimise impact

Financial statements

Material risks and opportunities

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

• Implement planned load shedding arrangements.

Governance

Mpact increased its shareholding in WCPT
from 49% to 60%, effective 1 January 2019
which increased revenue by 1%. Mpact’s
commitment to social and environmental
responsibility is evident in the importance given

Capital investments were limited to stay-inbusiness capex and a few minor projects
during 2019, with the main operational focus
on realising the benefits of the upgrades and
expansions of the past few years.

• Ongoing communication with Eskom and local municipalities.

Sustainability

Despite sustained pressure on consumers and the
resultant impact on quick service restaurant (QSR)
customers, Detpak benefited from the shift to
paper bags and improved its performance.

Water use efficiency is a key consideration in
process optimisation and in the design of new
or upgraded plant, recognising that South
Africa is a water scarce country. Total water
consumption per tonne of product decreased
8% from 5.93kℓ per tonne of product in 2018 to
5.47kℓ per tonne of product in 2019.

Management of these risks

Power supply outages resulting
in lost working hours and supply
shortages

Operational review

Volumes of corrugated and converted paper
products increased by 14.1% due to the addition
of West Coast Paper Traders (WCPT) volumes
offset by subdued local demand. Saleable
production of 433 million m2 of corrugated
packaging was achieved in 2019 (2018:
438 million m2).

This contributed to a 5% decrease in combined
Scope 1 and Scope 2 Greenhouse Gas (CO2e)
emissions from 0.91 tonne CO2e per tonne of
product in 2018 to 0.86 tCO2e/tonne in 2019.

Material risks

Strategic overview

A total of 624,000 tonnes of recyclables (paper,
plastic, glass and cans) were recovered by
Mpact’s recycling businesses in 2019. Most of
the paper collected was internally recycled into
over 412,000 tonnes of paper products at the
three paper mills. Combined sales of recycled
containerboard and cartonboard decreased to
392 725 tonnes for the year-ended 31 December
2019 (2018: 420,486 tonnes).

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 6% to 6.34GJ per tonne of
product in 2019 from 6.76GJ per tonne of
product in 2018.

Company overview

Segment revenue increased by 5.4% to
R8.7 billion. External sales volumes, excluding
Recycling, decreased by 3.9% with lower sales
volumes of containerboard and corrugated
packaging. Underlying operating profit increased
by 3.1% to R716 million as a result of improved
gross profit. Margin benefited from lower
recovered paper cost which partially offset weak
global containerboard prices.
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Plastics business
PRE-CONSUMER
RECYCLABLES

MPACT
RECYCLING
OUR RECYCLING
PARTNERS
• Industrial and
commercial suppliers
• Collection domes at
schools, community
centres and offices
• Collectors
• Buy-back centres and
country dealers

RECYCLING
SITES

10,885
tonnes of
plastic bottles
supplied to Mpact
recyclers

ACTIVITY: Manufactures rigid plastic packaging in
Southern Africa.

COLLECT
SORT
BALE

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

POST-CONSUMER
RECYCLABLES
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MPACT PLASTICS

Introduction
Introduction

Operation

Location

Activities

Trays and Films

Paarl
(Western Cape)
Wadeville
(Gauteng)

Manufactures plastic trays and clear plastic film.

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. Recycles used or damaged crates and bins.

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)

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.

Company
CompanyOverview
overview
Operational
Operationalreview
review
Sustainability
Sustainability
Financial
Financialstatements
statements

Recycle

Governance
Governance

Consumer
Use

*FMCG – Fast-moving consumer goods

Customer
Use

Strategic
Strategicoverview
overview

Customer
Use

Operational activities

Administration
Administration
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Plastic business continued
Strategy and objectives

Segment revenue (R’m)*

2 386

1 500

2 313

2 000

2 388

2 531

2 500

2 699

3 000

1 000
500
0
2015 2016 2017 2018 2019

Underlying operating profit (R’m)*
300

Operational performance
142

150

83

100

129

200

254

250
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Operating assets (R’m)*

1000
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1 872

1 857

1 722

2000
1500

500
0
2015 2016 2017 2018 2019

Group revenue contribution (R’m)*

22%

78%

Paper

Plastic

* Plastic converting business
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Mpact Plastics focuses on growth through
innovation, the substitution of alternative packaging
materials with rigid plastics, organic expansion
through optimisation and projects. Mpact is an
active participant in plastics industry bodies such
as PETCO, POLYCO, the Polystyrene Association
and the South African Vinyls Association that
promote the responsible use and recycling of
plastic products.

MPACT Integrated Report 2019

Our products are directly linked to consumer
spend and the current weak economy led to
poor demand and reduced volumes in certain
sectors. Mpact Plastics continued to focus on
cost management and increasing competitiveness,
including through light weighting products and
restructuring operations.
Our operations started the year recovering from
last year’s national strike in the plastics industry
and production was significantly affected by load
shedding in December, which came during peak
production. Even with relatively short electricity
supply interruptions, most machines take
several hours to reheat before production can
recommence.
Competition continues to be intense, particularly
in trays and films (Versapak). A strategic decision
was taken to defend sustainable pricing and take
out costs in this business rather than pursuing
increased volumes. The restructuring of Versapak
continued during the year and the relocation of
styrene capacity from Paarl to Johannesburg is
complete.

On 14 November 2019, the Board of Mpact
approved a decision to discontinue the
PET recycling operation, Mpact Polymers,
which was previously included in the Plastics
reporting segment. In December 2019, Mpact
Polymers commenced voluntary business
rescue proceedings and was deconsolidated
from the Group. Its profit and loss statement
for the reporting period is disclosed separately
as a discontinued operation. The net effect of
deconsolidation is that the Group’s balance
sheet as at 31 December 2019 does not
reflect any assets and liabilities attributable to
Mpact Polymers. The basic and headline loss
per share attributable to Mpact Polymers as
a discontinued operation, were 37.1 cents
(2018: 39.7) and 36.7 cents (2018: 39.7),
respectively.

Underlying operating profit for the Plastics
converting business decreased to R83 million
(2018: R129 million) mainly due to overcapacity
in the styrene sector. Total tonnes of product sold
increased from 2018 by 4%.

The Plastics converting business converted
93,168 tonnes (2018: 86,928 tonnes) of plastics
into packaging products in 2019 and delivered
revenue of R2.4 billion (December 2018:
R2.4 billion), an increase of 3.2%. Sales volumes
in the Plastics converting business increased by
4.2% primarily because of increases in preforms
and closures. Sales of PET trays were up on
new capacity, styrene trays were down due to
increased competition and lower demand, while
vinyl film sales were up on market share gains.
Preform and closures performed well compared
to last year while crate and jumbo bin sales
reduced due to the challenges in the agricultural
market. This was partially offset by increases
in wheelie bin sales. FMCG sales increased
marginally.

Continued focus on energy efficiencies across the
business also contributed to the 6.6% decrease
in energy consumption per tonne of product to
4.75GJ per tonne in 2019 from 5.08GJ in 2018.
As a result, combined Scope 1 and Scope 2
Greenhouse Gas (CO2e) emissions decreased by
6.6% in 2019 to 1.32 tonnes per production tonne
(2018: 1.41 tonnes CO2e/tonne).

During 2019, Versapak achieved the British Retail
Consortium (BRC) Global Standards certification
for our Roodekop plant, providing assurance to
customers that its products conform to globally
recognised standards of quality and food safety.
The ongoing programme of upgrading plants
with new process and ancillary equipment is
also improving the efficiency in these operations,
reducing energy and water consumption. We are
particularly pleased with the performance of the
existing solar PV plants at Versapak Paarl and
Wadeville which have delivered above expectations.

Introduction

Material risks

Management of these risks

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

• Ongoing communication with Eskom and municipalities.

Wherever possible we use closed loop systems
for plastic waste to reuse scrap and also sell
waste to plastic recyclers to get it back into the
system. A recovery programme for wheelie bins
and crates has been developed at our container
plants to reduce the demand for virgin polymer.

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

• Work additional shifts to manage capacity.
• Process and product innovation to enhance competitiveness.
• Explore alternative product offerings.

Operational review

• Investigate cross-border opportunities.

Volatility of raw material prices and
lags in pricing recovery.

• Maintain strong and diverse supplier relationships.

New international and local plastic
manufacturers entering the market.

• Provide innovative products to a rapidly changing market.

• Continuous market monitoring and proactive pricing.

• A focus on exceptional customer service.
Sustainability

Group risks are discussed on pages 62 to
67 and the most significant risks that could
specifically influence the Plastics business
(which are managed on a continuous basis)
are set out on the right.

• Install generation capacity to limit the impact of load shedding
at some of the plants.

Strategic overview

Material risks and opportunities

Company overview

Water consumption per tonne of production
declined by 22.9% to 1.38 kℓ per tonne of
product from 1.79 kℓ per tonne in 2018 due
to closure of the Polymers plant and improved
water efficiency at the plastics manufacturing
plants in 2019.

Drought and water supply restrictions • Discussions with customers and water authorities to understand
the impact on agriculture and industry and how best to position
ourselves to meet customer needs.
Opportunities identified for our Plastics operation include:
• Acquisition and other expansion opportunities.

Governance

• Product innovation through advanced design technologies.
• Additional exports into the rest of Africa.
• Exporting jumbo bins into Europe.
• Offer recycling opportunities in the crates and bins business.

Financial statements
Administration
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Mpact’s integrated
business model gives
effect to the circular
economy, reduces waste
to landfill, supports the
global drive to reduce
plastic waste and creates
opportunities for small and
micro-enterprises.

Introduction

5

Company overview
Strategic overview
Operational review

42

Social and Ethics Committee report

46

Material matters

48

Mpact’s contribution to society

49

Value added statement

50

Mpact Foundation Trust report

52

Case study: Entrepreneurial development – SW Collectors

Financial statements

Abridged Sustainability Review

Governance

40

Sustainability

Sustainability

Administration
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Abridged
sustainability review
Our values and our focus on business excellence commit us
to responsible business practices in terms of environmental
responsibility, excellence in safety and social sustainability, and
the principles of good corporate governance. These concepts,
which underpin the long-term sustainability of the organisation,
are integrated into our strategy and approach to doing business.
Mpact’s slogan “Smarter, Sustainable Solutions” recognises the
importance of both innovation and sustainable business practices
to our ability to create value over the long term.
Approach to sustainability
The Board is responsible for Mpact’s performance
as a good and responsible corporate citizen,
and is assisted in this regard by the Social and
Ethics Committee, which monitors and oversees
sustainability in the Company.
Mpact’s Code of Ethics and the various policies
and procedures in place set the framework within
which Mpact manages its business and provide a
blueprint for employees, suppliers and partners to
ensure a co-operative, co-ordinated approach.
These policies and procedures address issues
such as safety, health, environment and energy,
transformation, procurement, human resources,
financial management and maintenance.
The Group Risk and Sustainability Manager
(GRSM) co-ordinates sustainable development

40
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and drives continual improvement across
the operations in industrial safety, health
and environmental (SHE) standards.
Challenging safety and environmental targets
are set for the operations in discussion with
the Executive Committee and Board. The
GRSM monitors SHE performance and
reports back to the Executive Committee
every month and to the SHE Management
Committee and the Social and Ethics
Committee every quarter.
The SHE reporting system is continually
enhanced to improve data accuracy, relevance,
ease of use and comprehensiveness of
reporting. The GRSM conducts annual
site visits to the operations to interact with
management and SHE officers on site, 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.
Business excellence programmes established
as part of the Group’s optimisation strategy
focus on efficient operational performance and
asset management, and include Centres of
Excellence for human resources, safety, energy
and environmental functions. The Centres of
Excellence hold meetings twice yearly to discuss
the latest developments in the relevant fields with
representatives from all of the operations.
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.

Safety
Mpact places a high priority on the safety of its
employees and contractors. To this end the Group
applies three levels of safety intervention:
• Primary Safety through application of physical
interventions to provide a safe working
environment;
• Secondary Safety through developing systems
that control the way people interact with work
hazards; and
• Tertiary Safety through creating an effective
safety culture.
Increasingly the focus is shifting toward tertiary
safety initiatives as the primary and secondary
safety standards are embedded. A healthy safety
culture propels an organisation beyond reliance
on systems to creating an environment where
every employee and contractor is equipped and
empowered to make decisions affecting their own
safety and the safety of those around them.
Mpact contracted a specialist in safety culture to
conduct a study at a number of our sites in 2019.
The study identified both positive and negative
influences on the safety culture at Mpact and

generated a number of suggestions on how to create
a resilient safety culture in the Company. Central to
this programme will be a revision of the fundamental
paradigms that we hold to be true that will inform the
enhancement of our safety culture into the future.
We envision entrenching these paradigms through
enhanced safety training at all levels, a focus on
further developing leadership skills among managers
and supervisors, and refining our safety standards.
Fundamental to our safety drive has been the
implementation of the Life EHS Employee Wellness
Programme which is a call centre based initiative
providing health, psychosocial, legal and financial
support to our employees and their families. The
programme is fully sponsored by Mpact and
also offers face-to-face counselling and trauma
counselling at sites where traumatic events may
occur. It was implemented on the understanding
that there are many challenges facing individuals
and families and that the stress arising from
these contribute to presenteeism (defined as
being physically present at work but mentally
distracted from being able to focus on work).
Presenteeism manifests in many ways including
absentmindedness that may lead to accidents at
work, poor productivity, and personal suffering.
The programme has been well received and usage
is growing.

People development and diversity
Mpact’s success depends on our ability to attract,
develop and retain the talent and experience
required to execute our strategy and our human
capital is a critical asset of the Company.
The Group Transformation Philosophy details
our commitment to transformation and our
transformation goals reflect our vision, core values,
culture and approach to people development
at all levels in the business. We value diversity
in our workforce, management and Board, and
our Fair Employment and Promotions Philosophy
incorporates merit-based employment equity
to foster diversity, particularly in terms of race,
gender and disabilities. The Mpact Foundation
Trust (page 50) serves both as a vehicle for
B-BBEE ownership and to channel the benefits of
empowerment to selected beneficiaries.

We focus on responsible sourcing of raw
materials and most of the fibre used in our paper
mills and the high-density polyethylene used in
the manufacture of crates and wheelie bins is
supplied by the Recycling division and recycling
practices at operations.

Employees

Industry
associations

Customers
and suppliers

Communities

Government
and regulators

Shareholders, investors and
financial institutions

Key engagements conducted during 2019 include
those discussed below.

Analysts, shareholders and
potential investors

Industry bodies
Mpact participates in industry organisations to
ensure that our stance on issues that affect our
operations are well understood and communicated
effectively to government and regulators. These
include PAMSA, the Packaging Council of South
Africa, PETCO, POLYCO, the Polystyrene Packaging
Council and the South African Vinyls Association.
Mpact has been actively involved in the development
of the Packaging South Africa Industry Waste
Management Plan and engaged with government,
the Department of Environmental Affairs and other
key stakeholders as part of the process. We have
also been active in various forums that participated
in President Ramaphosa’s growth agenda.
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Administration

In May 2019, Mpact hosted 34 fund managers
for a site visit at the Felixton Paper Mill. The
visit included a tour of the facility, including the
recovered fibre plant expansion, the high-speed
paper machine and the fully automated product
storage warehouse. A presentation (available on
our website) provided an overview of the capital

Annual CEO Imbizos are held at the operations that
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. During
2019, the CEO held 30 Imbizos and addressed
various issues including safety, employee wellness,
Group financial performance, skills and development
and the current economic conditions. These
meetings also provide an opportunity to raise
the profile of the Mpact Foundation Trust bursary
scheme with qualifying employees.

Financial statements

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

Mpact’s primary stakeholder groups are shown in
the diagram below.

Engagements with employees

Governance

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. Initiatives are
in place to reduce energy use, our environmental
footprint in terms of greenhouse gas and other
atmospheric emissions, fossil fuel use and
ash generation.

• B-BBEE Contributor Status Level 1 on the new
Codes at the operating company level.
• Greenhouse gas emissions for manufacturing
operations tCO2e 0.89 t/tonne (2018: 0.96 t/
tonne).
• Water consumption for manufacturing
operations 4.94 kℓ/tonne (2018: 5.47 kℓ/ tonne).
• Energy consumption for manufacturing
operations 6.17 GJ/tonne
(2018: 6.52 GJ/tonne).
• Recovered recyclables 624,000 tonnes
(2018: 630,311 tonnes).
• Mpact Foundation Trust awarded
17 fully-funded bursaries to dependants
of Black Mpact employees.
• CSI spend was R3 million
(2018: R3.5 million).
• Serious injury frequency rate (SIFR) improved
to 0.44 (2018: 0.65).
• Skills development programmes offered to
4,018 employees (2018: 4,497 employees).
• Supported 163 individuals (2018: 191
individuals) on apprentice and learnership
programmes, of whom 95% (2018: 92%) are
from previously disadvantaged backgrounds.
• Training and skills development 65,207 manhours (2018: 63,031 man-hours).
• Trained 50 Black unemployed disabled youth
(2018: 50).

Sustainability

South Africa is a water-scarce country and we
aim to optimise water use, particularly at our
paper mills, which are very dependent on water.
Total water consumption for 2019 decreased by
11% to 3,893 megalitres (2018: 4,378 megalitres)
compared to a 2% decrease in total production.
Specific water use for manufacturing sites
decreased by 9% from 5.47 kilolitres per tonne of
production to 4.94 kℓ/t.

Sustainability metrics

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.

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

Operational review

Responsible environmental management is both
a core value for the business and an important
element of our strategy to create value. Our
status as the largest paper and plastics
packaging and recycling company in Southern
Africa reflects our key role in closing the loop on
the circular economy.

Regular, transparent and open two-way
communication with stakeholders is critical to
the long-term success of the Company. 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.
These engagements provide input to our strategy
discussion, help to strengthen our community
programmes, identify opportunities and material
issues, and ensure compliance with the Companies
Act and King IV.

investment project as well as the benefits the project
has yielded since its start-up in July 2017. The
visit concluded with a visit to the Thuthukani Adult
Workshop in Empangeni.

Strategic overview

Mpact and the environment

Environmental legislation in South Africa continues
to evolve and become 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 Paper Manufacturers Association of South
Africa (PAMSA) Environmental Committee and
participates in interactions with government
regarding emerging legislation.

Stakeholder management

Company overview

Mpact recognises that community engagement
is a critical aspect of sustainable investment and
we are committed to embracing and creating
value for the communities in which we operate.
Our CSI strategy aims to build partnerships with
host communities by providing financial support
for social upliftment projects and encouraging
employee volunteerism.

the 2014 baseline consumption. A 715 kWp solar
PV facility was installed at our Plastics Versapak
Paarl plant during 2017 and a second 1,026 kWp
facility was installed at Wadeville in 2018. Further
solar PV installations are being negotiated for other
Mpact sites.

Introduction

Social and relationship initiatives

Social and Ethics
Committee report

The committee further reports to shareholders at
the Annual General Meeting on relevant matters.

Composition and meeting
procedures
“The Mpact Code of Ethics
translates our values into
practical action and sets the
standard of integrity and ethics
in dealing with internal and
external stakeholders.”

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
Strong. 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 58.

Integrity and ethics
Introduction

Ntombi Langa-Royds
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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. The committee operates
within its terms of reference and reports its
proceedings to the Board on a quarterly basis.

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 website. The Code
translates Mpact’s 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.

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.
The material matters are discussed on pages 46
and 47 and set out in the 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.
The committee believes that transformation and
the sustainability of the business are inextricably
linked.

Introduction

• Simplification and standardisation
of procedures
• Incident investigation training

Mpact adheres to environmental and safety
legal registers that keep it abreast of changes
in legislation.

Stakeholder management
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.

Financial statements

In 2020, the Group will roll out the learnings
and strategy derived from the Safety Culture
assessment conducted in late 2019. Focus
areas will be:

The Group’s Stakeholder Engagement Policy is
also reviewed annually. More information about
Mpact’s key stakeholders and engagements
during 2019 are available on page 41.

Governance

Transparent and open communication with
stakeholders is critical to the long-term success
of the Company.

• General safety training
Administration

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 programme aims to reduce their stress levels
and increase focus at work, thereby reducing
accidents and increasing productivity.

In pursuit of excellence, Mpact adheres 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.

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.

Sustainability

Water use for manufacturing has declined
considerably and notable savings have been
achieved at Felixton Mill, 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.

The Group continues to improve safety
using these established programmes with an
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
strategy to address social issues identified to
be contributing to safety incidents by providing
employees help with health, psychological, social
and financial advice, as well as legal support.

Notwithstanding our safety performance
in 2019, the Group is encouraged that the
interventions that have been put in place are
helping to reach the target of zero harm and
we need to ensure that this remains the case.

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.

Operational review

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
to improve energy across the Group. 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.

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.

Strategic overview

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 committee regularly reviews the safety
and health initiatives of the Group. Monitoring
safety initiatives remained a priority and quarterly
feedback was reviewed on leading indicators
to track 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.

Company Overview
overview

Environment, health and safety
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Social and Ethics
Committee report continued
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 committee is satisfied with the Group’s progress in the different areas and with its plan for the 2020
financial year.
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.
I would like to thank my fellow Social and Ethics Committee members for their efforts during the
year and their ongoing commitment to driving transformation in the Group through the committee’s
various portfolios.
On behalf of the Social and Ethics Committee
Ntombi Langa-Royds
Social and Ethics Committee Chairman

Mpact believes that
transformation and the
sustainability of the
business are inextricably
linked. Our transformation
agenda is built on the
premise of sustainability
and inclusiveness
to ensure that our
stakeholders benefit over
the long term.

24 March 2020

Ntombi Langa-Royds
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Material matters
Mpact’s material matters are defined as those issues that
have the highest potential to affect our ability to create value
for our stakeholders in the short, medium and long term.
Material matters are identified from a range of sources, including:
The main
concerns
expressed by key
stakeholders in
informal and formal
interactions during
the year

Operational
issues

Developments in
relevant legislation
and regulation

Sustaining profitable growth
Operating environment
• Macroeconomic environment

CEO report page 24

Regulatory environment

Chairman’s message page 20, Risk management page 62

Innovation

Innovation Awards page 5, Case studies pages 14 and 22,
Material Risks page 67

Capital funding and allocation

CFO review page 90

Cost competitiveness and
anticipating and meeting
customer needs

Where addressed in the report

Managing input cost and availability
• Raw material cost and availability

Sustainability and
integrated reporting
guidelines and best
practice

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 2019.
These are grouped into the four themes shown alongside.
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Where addressed in the report

CEO report page 24, Operations reports pages 30 to 37,
SR page 20

• Energy cost and availability

Operations reports pages 30 to 37, SR page 20

• Water cost, availability and quality

CEO report page 24, Operations reports pages 30 to 37,
SR page 20

• Labour cost

Value added statement page 49, SR page 20

Driving efficiencies
• Production efficiency

CEO report page 24, Operations reports pages 30 to 37,
SR page 20

• Skills

CEO report page 24, pages 30 to 37, SR page 20

Implementing capital projects

CEO report page 24, pages 30 to 37

Customer focus

Chairman’s message page 20, CEO report page 24

Introduction

Being a responsible
corporate citizen

Where addressed in the report

Labour relations

CEO report page 22, SR page 22

Communities

Chairman’s message page 20, SR report page 28

Health and safety

CEO report page 23, SR page 23

Governance

Diversity

CEO report page 26, SR page 26

• Ethics and human rights

Governance SR page 31

Training and development

CEO report page 22, SR page 22

• Compliance

Governance SR page 33

Strategic overview

Where addressed in the report

Company overview

Being a responsible
employer

Social and Ethics Committee report page 42
Corporate Governance report page 61, Risk management
page 62

Environmental responsibility
• Climate change

Environmental responsibility SR page 33

• Water

Environmental responsibility SR page 33
Environmental responsibility SR page 33
Environmental responsibility SR page 33

• Recycling

Environmental responsibility SR page 33

Sustainability

• Emissions
• Waste

Operational review

• Customer health and safety
• Security (physical and ICT)

SR – Sustainability Review
Governance
Financial statements
Administration
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Mpact’s contribution to society
Mpact creates financial and non-financial value for our stakeholders through our activities. These include initiatives that
support socio-economic upliftment in local communities, address unemployment, promote entrepreneurism, help students
with their studies and protect the environment. Examples of ways that Mpact makes a positive contribution to society include:
Promoting sustainability through recycling
Mpact is South Africa’s largest collector of recovered paper for recycling. In 2019, we collected 624,000 tonnes of recycled paper and plastic
(2018: 630,111 tonnes), recycling waste that would otherwise have ended up in landfill. 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 Mpact Recycling 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
Mpact provides jobs for 5,142 people at our operations. Over the last five years,
the number of positions in the Group has increased by 1,016.

Skills development
Developing skills in our workforce is a priority to enhance our human and
intellectual capital. During 2019, we invested R15.5 million in skills development,
providing 65,207 man-hours of training for 4,018 employees. We also encourage and
support staff to continue their further education in job-related fields. In 2019, we offered
opportunities to 163 historically disadvantaged South Africans through our apprentice
and learnership programmes to improve the industry-relevant skills pool.

Promoting diversity and representation of
historically disadvantaged South Africans
Mpact is committed to transformation, including increasing the representation of
historically disadvantaged South Africans in management. 95% of the people on
our apprenticeship and learnership programmes are from previously disadvantaged
backgrounds and 43% are black women.

Bursaries
The Mpact Foundation Trust Bursary Scheme provides fully-funded bursaries for
tertiary studies to dependants of previously disadvantaged Mpact employees.
The scheme currently supports 17 students.

Socio-economic development
We invest substantially in local communities through our Corporate Social Investment (CSI) programme and during 2019 we invested R3.0 million (2018: R3.5 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
Mpact created R3.2 billion in value in 2019. R1.8 billion was distributed to staff through salaries, wages and benefits, R390 million to providers of finance as interest and dividends
and R66.7 million was paid to government as taxes to support the provision of services.
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Introduction

Value added statement

Finance income
Shares of associate profit

3,195.8

2,972.6

11,076.3
(7 880.5)

10,612.3
(7,639.7)
12.2
23.3

3,232.3

3,008.1

Value distributed

(2,286.4)

(2,124.5)

Staff costs
Payments to providers of finance

(1,829.8)

(1,749.8)

(264.7)
(125.2)

(232.1)
(45.7)

(66.7)

(96.9)

Value reinvested

(1,791.4)

(602.3)

Depreciation, amortisation and impairment
Deferred tax

(1,942.0)
150.6

(597.0)
(5.3)

–– Finance costs
–– Dividends

Operational review

19.4
17.1

Strategic overview

–– Revenue
–– Expenses

2018

Company overview

Value created
Value created by operating activities

2019

–– Taxes

Retained profits

845.5

(281.3)

(3,232.3)

(3,008.1)

Governance

Value retained

Sustainability

Payments to Government

Financial statements
Administration
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Mpact Foundation Trust report
The Mpact Foundation Trust was established in 2015 as a vehicle
for B-BBEE ownership and a means to channel the benefits of
empowerment to selected beneficiaries.
Chairman’s report
Foundation Trustees
• Neo Dongwana* (Chair)
• Ntombi Langa-Royds*
• Maya Makanjee* (Appointed)
• Brett Clark (Mpact CFO)
• Busi Mlotshwa (Mpact Paper Divisional
HR Manager)
* Independent Non-executive Directors of Mpact

We believe that education is empowerment and
that offering young students the opportunity to
maximise their potential transforms not only their
own lives, but creates hope for a better future in
the young lives around them.
The Trust offers bursaries for tertiary studies to
talented dependants of Mpact’s employees who
demonstrate the ability to succeed academically.
These bursaries are available for students
from historically disadvantaged groups with an
emphasis on women. Students are free to study
in any field and there is no expectation that they
will have to work back or repay the bursary after
qualification.
The bursary covers full tuition and boarding fees,
an allowance per semester as well as stationery
and prescribed books.

Key objectives of the Mpact
Foundation Trust
• Pursue empowerment of previously
disadvantaged stakeholders with a focus
on broad-based groupings.
• Create a sustainable funding structure.
• Complement existing B-BBEE initiatives.
Neo Phakama Dongwana
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• Materially improve Mpact’s B-BBEE
ownership credentials.

Progress during 2019
A total of 16 students passed their courses in
the 2019 academic year and eight students
graduated.
A further eight bursaries were awarded
(six women and two men) for the
2020 academic year.
As children of our employees, bursars are part
of the Mpact family, and we look to develop
this connection by providing them with work
experience at our operations during student
vacations.

Bursars
25
20

7

6

15

6

5

10

15
10

5

13

11

2019

2020

0
2017

2018

Male

Female

2019 Bursaries
1

1

1

1

3

1
1
1

4

1
1

1

2

B Com Accounting
B Sc Biological Science
MBChB
BEd
B Social sciences
BSc Mathematics
BA Languages
N D Industrial engineering
ND Logistics
ND IT
BA Social & Eco development
BH Environmental health
BA Social Dynamics

Introduction
Company overview
Strategic overview
Operational review
Sustainability

The operational HR departments play an
important role in promoting the scheme with
employees and assisting applicants.

Looking ahead
In the year ahead we aim to identify ways to
increase applications to the scheme through
the ongoing awareness initiatives and exploring
career days to promote the scheme directly
to high school learners who could apply for
bursaries in future.

The scheme aims to create inspirational role
models in families and communities, to play a
part in breaking the cycle of poverty and to build
a better future.

Representatives from the Mpact Foundation
Trust interact with bursars and their parents to
understand the challenges they face and identify
ways to improve the programme.

On behalf of the Mpact Foundation Trust:
Neo Phakama Dongwana
Mpact Foundation Trust Chairman
24 March 2020

Administration

The Mpact Foundation Trust bursaries help
to remove the financial constraints that could
prevent young members of the Mpact family
from reaching their full potential.

Financial statements

Mpact employed one of the recent graduates
with relevant qualifications during 2019, but the
lack of job opportunities in the broader market
for graduates remains a concern.

Governance

The bursary scheme is regularly communicated
to staff, and bursars and graduates are featured
in Pack-Age, the Company newsletter. Students
serve as ambassadors in the operations on their
vacation jobs and the CEO Imbizos also raise
awareness regarding the scheme.
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Case study
The contribution
our waste buyback centres make
to job creation in
local communities
demonstrates the
value that can be
created by the
circular economy.

Entrepreneurial development –
Sebastian Waste (SW) Collectors
Recycling’s social entrepreneurship empowerment
model partners with small business entrepreneurs
in the recycling value chain who help to collect
recycled material. These buy-back centres not only
create direct jobs within their own business, but also
provide informal employment for reclaimers in local
communities who collect and sell recyclable waste
to the buy-back centres.
Over the years, this programme has grown to be
an important part of Mpact’s overall procurement
to meet the requirements for recycled fibre for
the Group’s paper mills. Many of the buy-back
centres and cage operators are from previously
disadvantaged groups and there are a significant
number of these businesses that are run by women.
In 2017, 18-year old Sebastian Munilall from
Isipingo, near Durban, contacted Mpact Recycling
to find out more about building a sustainable future
for himself by starting a business in recycling.
We helped Sebastian to get started by providing
information and training about the different grades
of recyclable paper and plastic, good recycling
practices and management skills.
When Sebastian secured a piece of municipal
land, Mpact Recycling assisted with signage for his
business, a platform scale, a container office and the
tools to operate his business in a professional and
structured way.
The barriers to entry into recycling are low but
creating a successful business requires a great
deal of hard work. SW Collectors started with
one employee from the local community and with
Sebastian’s perseverance and determination,
support from the surrounding community and
regular interactions with Mpact Recycling, the
business grew and now employs six people.
As the business grew, Mpact Recycling provided
additional training on how to approach companies
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in the local community to grow volumes and build
relationships with businesses.
Sebastian’s customer base consists of more than
50 informal collectors/hawkers and 15 to 20
vehicles who deliver to him.
In August 2019, Sebastian opened a second buyback centre in the Umbogintwini Industrial Complex
as part of its CSI programme.
Sebastian and SW Collecting have been featured
in a number of newspaper articles and radio
interviews as well as an insert on eNCA.
He has also been recognised with a number of
awards in the Durban area.
Recycling has over 30 buy-back centres in
Gauteng and KwaZulu-Natal that provide Mpact
Recycling with recyclable material, keep local
communities clean, reduce waste to landfill and
provide an income to waste collectors.
Awards
• KZN Youth Environmentalist of the year 2018
(Durban Solid Waste)
• KZN Young Entrepreneur of the year 2019
(KZN Young Achievers Awards)
• Clean Communities Awards 2018
(Durban Sold Waste)
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Board of Directors

Member of the Nomination Committee
Member of the Remuneration Committee
Member of the Audit and Risk Committee
Member of the Social and Ethics Committee

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

Brett David Vaughan Clark 55

Anthony John Phillips (Tony) 73

C

C
Bruce William Strong 51

C

Non-executive Directors

C

Executive Directors

Member of the Mpact Foundation Trust
C Indicates Chairman

Nomalizo Beryl Langa-Royds (Ntombi) 58

Timothy Dacre Aird Ross (Tim) 75

CEO

CFO

Chairman

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)

BSc (Eng) (University of KwaZulu-Natal)

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

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

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 over 25 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 a past Chairman of
the South African Manufacturing Circle.

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.

Tony joined Mpact as an Independent
Non-executive Director in April 2011. He
is the Chairman of the Board, Chairman of
the Nomination Committee and 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.

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

Tim joined Mpact as an Independent
Non‑executive Director in April 2011. He is the
Chairman of the Audit and Risk Committee and
a member of the Remuneration and Nomination
Committee. He previously (for 37 years) was a
Partner at Deloitte & Touche, and was the Head
of Johannesburg Audit, Head of Client Services
and a member of the Deloitte & Touche
Executive Committee and Board. Tim served on
the boards of listed companies Liberty, Eqstra,
PPC and Adcorp as an independent Nonexecutive Director serving mostly as Chairman
of the Audit Committees.
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Neo Phakama Dongwana 48

Maya Makanjee 58

Sibusiso Luthuli 46

Andrew Murray Thompson 62

Noriah Sepuru 48

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

Company Secretary FCIBM, ACIS (Wits)

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,
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. She is
Chairman of the Mpact Foundation Trust and
Chairman of Barloworld Limited

Maya joined Mpact as an Independent
Non-executive Director in September 2016.
She is a member of the Social and Ethics
Committee and the Remuneration and
Nomination Committees, 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 Limited,
and a trustee on the Board of the Nelson
Mandela Foundation.

Sibusiso joined Mpact as Non-executive Director
in December 2018. He is also a member of the
Audit and Risk Committee. He is the founder
and Chief Executive Officer of Mpande Property
Fund Manager, a fund that invests in the
unlisted property sector. He is the former Chief
Executive and Principal Officer of the Eskom
Pension and Provident Fund and one of the
founding members and former Deputy Chairman
of Batseta, a pension fund industry body. 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 is also a former Non-Executive
Director and Chairman of the Finance, Risk and
Compliance Committee of BCX Limited.

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.

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.
(Noriah passed away 25 November 2019).
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BCom (University of Zululand), Post Graduate
Diploma in Accountancy (University of Durban
Westville), CA(SA)

Financial statements

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

Governance

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

Corporate governance report
Board Governance Structure

Shareholders and other Stakeholders

Mpact Board

Board Committees

Remuneration and Nomination Committee

Audit and Risk Committee

Social and Ethics Committee

Group Chief Executive Officer

Mpact Executive Committee

Management Committees

Risk Management
Committee
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SHE Management
Committee

ICT Steering
Committee

HR Steering
Committee

Introduction

Commitment and approach to corporate governance

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 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.

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 2019 to apply material
aspects of King IV.

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

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

• developing, implementing and monitoring policies and procedures, internal controls, governance,
risk management, ethics and authority levels;
• monitoring and enforcing good corporate governance practices and the application of the Code of
Ethics, as defined and adopted by the Board;
• guiding and controlling the overall direction and control of Mpact, and acts as a medium of
communication between business units, subsidiaries and the Board;
• ensuring appropriate co-ordination between Mpact, its subsidiaries and the various business units;
and
• ensuring the adequacy of the Group’s reporting arrangements.
The Exco has specific key performance areas and targets which are set in line with the approved
strategy and monitored by the Board with the assistance of the Remuneration and Nomination
Committee.

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

Responsibilities of the Board
The Board charter is in line with King 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.

Administration

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.

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

• Appreciates that strategy, risk, performance and sustainability are inseparable.
• Acts as the focal point for, and custodian of, corporate governance.
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Financial statements

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.

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

Governance

Governance framework

Other responsibilities include:

Sustainability

King IV application

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.

Operational review

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.

Role and function of the Executive Committee

Strategic overview

Ethical leadership and corporate citizenship

The committees meet at least four times a year. The composition, role, functions and responsibilities for
each Board Committee are further elaborated on in the Report.

Company overview

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.
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Meeting attendance register
• 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.

Director

Board*

AJ Phillips1
BW Strong
BDV Clark
NP Dongwana1
NB Langa-Royds1
PCS Luthuli1
M Makanjee1
TDA Ross1
AM Thompson1

05/052
05/05
05/05
05/05
05/05
05/05
05/05
05/05
04/05

1

Independent Non-executive Directors

2

Chairman

Audit
and Risk
Committee

Remuneration
and
Nomination
Committee

05/05 (invitee)
04/042
05/05 (invitee) 04/04 (invitee)
05/05 (invitee) 01/01 (invitee)
05/05
N/A
N/A
04/042
05/05
N/A
N/A
04/04
05/052
04/04
04/05
N/A

Social and
Ethics
Committee
04/04 (invitee)
04/04
N/A
04/04
04/042
N/A
04/04
N/A
04/04

* One of the five Board meetings 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 maintained its objective of one third women on the Board
by 2020 and maintained 44.4% race representation of black people on the Board against our target
of 45% by 2020.
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Introduction

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.

The Board further reviews the status of the Board succession plan to ensure that it considers the
challenges of a constantly changing business environment.

• Performance of Committees and the Company Secretary.

Rotation of Directors

Independent Directors

The Board has confirmed that it is satisfied with the status of its Independent Non-executive Directors
and that they continue to perform their duties impartially and with the highest integrity.

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.

The key components of the Board effectiveness review covered the impact and value-add on critical
issues and drivers of Board effectiveness:

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.
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• 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.

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.

Financial statements

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.

Conflict of interest

Governance

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

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.

Sustainability

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

Operational review

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.

Strategic planning

Strategic overview

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

The results of the assessments were presented to the Board during a Board 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 will 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.

Company overview

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.

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
During the year under review, following the sad passing of the Group Company Secretary, Noriah
Sepuru, CorpStat Governance Services Pty Ltd, represented by Karen Waldeck, to perform this
function. The Nominations Committee was able to report to the Board that both Noriah and Karen
had the necessary competence, experience and independence to fulfil the role of Group 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. The Company Secretary
ensures that, in accordance with pertinent laws, the proceedings and affairs of the Board and the
Company are properly administered.
• The Company Secretary is not a Director of the Company and maintains an arm’s- length
relationship with the Board as she acts independently from it. The appointment and removal of the
Company Secretary is a matter for the Board as a whole.

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,
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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
2019. This assessment was based on the internal audit work performed in terms of the approved
2019 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
2019 came to their attention that would suggest that internal controls and risk management at Mpact
were not satisfactory.

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 41 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, are illustrated on page 12 of 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.

Introduction

Fraud and illegal acts

Company overview

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.

IT Governance

Strategic overview

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.

Operational review

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 consultant 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.

Sustainability

Annual general meeting

Governance

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.

Financial statements
Administration
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Risk management
Risk management is an essential aspect of Mpact’s governance framework and support’s
the continued ability of the Company to create superior value and sustainable benefits
for all stakeholders.

Enterprise risk management
policy and framework

Risk management
The Board considers the material business risks
when approving strategies and budgets, and
monitors progress against the budget.

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

Mpact aims to create superior value and benefits
on a sustainable basis across commodity cycles
for all stakeholders.

The Risk Management Committee identifies and
evaluates strategic and operational risks against
our 10 value drivers of:

• reliability, security and integrity of financial
and operational information;

The achievement of these objectives is
dependent on the diligent management of risk.

• effectiveness and efficiency of operations;

• safe and healthy operating conditions;

• safeguarding of people and assets;

• environmentally responsible operations;

• reducing of our environmental footprint; and

• reputation (ethics, environment, customer
safety), CSI;

• compliance with laws, regulations and
contracts.

In this process, it is particularly important
to determine how much uncertainty to
tolerate, as uncertainty presents both risk
and opportunity with the potential to erode
or enhance value.

• motivated workforce;

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.

• 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.
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Risks are reviewed and updated on a regular
basis. Mpact’s top risks are shown in the table
on pages 64 to 67.

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 aligns 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 own
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.

Introduction

Material risks

Company overview

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 64 to 67. These risks were approved by the Audit and Risk Committee on 27 February 2020.

High

Strategic overview

Residual Risk Heat Map

2

8

5

7

4

3

Trading environment

3

Legislation

4

Social polarity

5

Public resistance to plastic

6

Labour-related matters

7

Water supply

8

System failures and risks

9

Raw materials

Governance

2

Sustainability

Probability

6

Electricity supply
Operational review

1

1

10

11

Critical plant equipment

Low

Relative Impact

Administration

Low

9

Safety in the workplace

Financial statements

11

10

High
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Material risks continued
2018

2019

Underlying risk and its potential impact

Mitigation actions taken to limit impacts

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

• The Group Energy Manager leads energy management strategies to improve energy
efficiency and implement alternative energy supply such as solar PV and waste-to-energy
solutions. Mpact has installed 1 700kWp of rooftop solar PV and has plans for a further
7.3MWp.
• Operations are reviewing production schedules and inventory levels to mitigate the effects of
load shedding, where possible.
• Ongoing communication with Eskom and municipalities to keep abreast of electricity
distribution issues.

2. Trading environment
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.

• Maintaining our leading market position by supplying quality products and service through:
• Innovative research, product design, product diversification, vertical integration and
market development.
• Long-term agreements with key customers and suppliers supported by active customer
service.
• Proactive management of costs.
• Product assurance with respect to quality, environment and food safety.
• Continuous improvement of, and investment in, equipment and processes.

3. Legislation
Evolving legislation has the potential to increase costs of compliance and
risk of fines and penalties. Of particular concern are:
• National Environmental Management Act and the affiliated Water and
Waste Acts
• Carbon Tax
• Competition compliance
• B-BBEE and EE regulations
• Tax regulations
• Labour Act
• Sugar Tax

64

MPACT Integrated Report 2019

• Retaining experts in, and legal registers of, relevant disciplines supported by rigorous audits.
• The Group contributes to the development of legislation by engaging with government via
industry bodies.
• Mpact Operations has achieved Level 1 B-BBEE certification.
• Management is engaging with the Competition Commission regarding an investigation
initiated in 2016 that implicated Mpact.
• The impact of Sugar Tax and Carbon tax are understood and mitigations have been put in
place.

Introduction

2019

Company overview

2018

Mitigation actions taken to limit impacts

4. 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 the Group Transformation Policy, Group
Code of Ethics, Fair Employment Policy and Promotions Philosophy to ensure equitable
employment practices.
• Other activities include community engagement, corporate social investment programmes,
small business and entrepreneurship development.
• Mpact actively engages with unions and communities.

• Mpact is well structured to demonstrate circular economy principles by recycling both paper
and plastics materials.
• Cooperation between the Paper and Plastics businesses enhances vertical and cross
integration to find the best packaging solutions for customers and consumers.
• Mpact is generating customer and public awareness of our circular economy capabilities.
• Mpact is also investigating end-of-life solutions for plastics, such as waste-to-energy and pyrolysis.

7. Water supply
Unreliable supply and deteriorating quality of water could lead to a loss
of production and disease outbreaks among workers. This has been
exacerbated by the severe drought conditions that have plagued various
regions since 2015.

• Reduction in water consumption is a key performance indicator and investment driver at
manufacturing sites.
• Operations subject to water restrictions during the droughts in various regions were able to
respond with water savings that exceeded requirements.
• Mpact has exceeded the target of reducing water consumption by 20% by 2020 against the
baseline year of 2012.

Financial statements

• Mpact upholds fair labour practices with respect to recruitment, labour interactions, training,
bursaries for employees and their children, skills retention and succession planning, as well
as adherence to excellent health and safety standards.

Governance

6. Labour-related matters
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.

Sustainability

5. Public resistance to use of plastics
Public concern related 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 trays, films and
beverage bottle businesses.

Operational review

• Proactive security measures are taken.

Strategic overview

Underlying risk and its potential impact

Administration
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Material risks continued
2018

2019

Underlying risk and its potential impact

Mitigation actions taken to limit impacts

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 provide guidelines to all operations on fire protection,
security, emergency preparedness and environmental management.
• Mpact adopts the best appropriate ICT security standards guided by a cyber-security
consultant.
• Business continuity plans are in place at various levels across the Group.
• Debtors and bad debt provisions are managed and reviewed proactively

9. 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.
• Engage with national and local government to influence policy and secure access to
recyclable paper and plastic.

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

• Senior management demonstrate a primary focus on safety through the CEO’s Safety
Philosophy and SHE Policy.
• Operational management reinforce this by ensuring effective safety standards and
procedures are in place.
• The Group drives safety through various physical, procedural and behavioural interventions
and programmes.
• Mpact has engaged Life EHS to provide a 24/7 call centre and counselling service to assist
employees with stress factors in their lives.

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

Very Good
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Satisfactory

Weak

• Operations have formal planned maintenance programmes.
• The Group also has machinery breakdown insurance cover on critical items of plant.
• A programme of plant and equipment upgrades has improved overall reliability of equipment.

Unsatisfactory

Increasing Risk

Stable Risk

Decreasing Risk

Introduction

Opportunities

Despite the challenging economic environment,
Mpact has maintained a strong market position
and believes the investments made in our
business position us to realise opportunities
to continue to grow the business and unlock
stakeholder value.

Emerging risks

• Social distancing
• Increased personal hygiene and housekeeping
• Allowing only essential visitors to sites
• Limiting travel to essential travel only
• Requiring sick employees to quarantine
Mpact employs the services of Life Employee
Health Solutions (EHS), who supply our clinic
and wellness call centre services, to ensure we
have the latest possible medical information
and support to protect our employees and
contractors.

Financial statements

The emergence of COVID-19 in late 2019 and
the impact it has had on humanity and business
since is undoubtedly the greatest risk Mpact
currently faces and it is the highest ranked risk in
our 2020 risk register.

• Education

Governance

Mpact’s comprehensive product innovation
capabilities including the Stellenbosch R&D
team, Plastics innovation hub, Plastic Containers
design team and the paper converting
(Corrugated and Detpak) design teams, has
enabled the Group to routinely develop award
winning products and services. In combination
these design centres have created the flexibility
to produce food safe paper products substitutes
for single use plastics (such as shopping bags
and single use cups) as well as packaging and
logistic solutions that are redefining the way fruit,
and other products, are packaged, shipped and
displayed nationally and internationally.

Mpact’s interventions to protect the workforce are
founded on the following principles:

Sustainability

Product innovations

Dalisu is a B-BBEE business that was
established out of Mpact to market by-products
from the Piet Retief Mill. Their purpose is to
convert products that were difficult to dispose
of into value added commodities. One of their
products is already well received in the mining
industry and a processing plant to produce
a second product is under construction and
will be commissioned in 2020 to produce an
additive primarily for the detergent industry. This
initiative will also enhance the Piet Retief mill’s
pulp production capacity.

Our primary concern is the wellbeing of our
employees, contractors and their families, and
safely meeting our customers’ requirements. This
is expressed firstly in our efforts and contribution
to minimising the spread of COVID-19 and
secondly in ensuring we do what we can to
limit the impact of the pandemic on our national
economy.

Operational review

Major rebuilds of our Felixton Mill and Port
Elizabeth corrugating plant as well as an
extensive programme of investing in new
equipment and equipment refurbishments
across our Paper and Plastics businesses over
the past few years, have resulted in improved
performance as well as lower energy use and
environmental footprints, particularly with regard
to greenhouse gas emissions, water use and
wastewater disposal.

With these production and sustainability
enhancements, Mpact is well placed to offer
smarter, sustainable, solutions to customers.

Mpact takes the threat of COVID-19 extremely
seriously and welcomes the measures announced
by President Ramaphosa on 23 March 2020.
We are monitoring the progression of the disease
and recommendations from the World Health
Organisation, Department of Health and National
Institute of Communicable Diseases closely.

Strategic overview

Process innovations

Incorporation of circular economy principles
to continually improve recyclability, recycling
collection and recycled content in our products
also keeps our customers on the forefront with
sustainable packaging.

Company overview

The Group continuously identifies and pursues
growth and expansion opportunities to unlock
and create value for its stakeholders. We remain
open to investment opportunities in Southern
Africa and further afield, provided they meet the
Group’s risk assessment requirements.

Administration
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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 (“committee”) appointed annually by the Mpact Board of Directors. The committee has a dual role chaired by two
chairmen as defined below:
Remuneration Committee

Nomination Committee

Chairman

Ntombi Langa-Royds

Tony Phillips

Members

Tim Ross, Maya Makanjee and Tony Phillips

Tim Ross, Maya Makanjee and Ntombi Langa-Royds

Invitees

Bruce Strong and Brett Clark

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 prescribed officers 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.
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Introduction

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

• 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.

• 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.

Governance

Assurance

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

Sustainability

• 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.

• 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.

Operational review

• 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.

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

Strategic overview

Nomination Committee

Company overview

Responsibilities

Remuneration Committee

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

Financial statements
Administration
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Remuneration report continued
Part 1: Background statement continued
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
kwaldeck@corpstat.co.za. If 25% or more of the shareholders vote against either resolution at the
AGM, the Board will invite dessenting shareholders to engage with the committee on their concerns.
The Mpact Remuneration Policy received support from the shareholders who voted in favour of the
policy at the most recent and prior AGMs and the results are indicated in the table below:
Percentage of “Yes” votes
Non-binding advisory vote on remuneration policy
Binding vote on implementation of remuneration policy

6 June 2019

5 June 2018

99.36%
99.94%

99.85%
85.21%

Activities undertaken by the committee during the year
During the year under review, recommended to the Board the mandate for wage negotiations.
The committee oversaw the activities of Mpact Incentive Scheme Trust on behalf of the Board.
The committee reviewed the financials aspects of the Trust Financials to ensure Mpact governance
standards were adhered to. The committee reviewed and recommended the FY2019 share awards
and vesting shares for the share awarded in FY2016 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 2016
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.
Board succession planning was the main 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.
The recommendations from shareholders received by the Board subsequent to the Annual General
Meeting were made part of the committee agenda. Those recommendations were reviewed and
addressed accordingly by the Board at the recommendation of the committee.
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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 the 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.

Key areas of focus for the coming year
The committee has identified the following areas as a key focus for the coming year:
• Identify, develop and retain a skilled and knowledgeable work force.
• 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.

Introduction

Total remuneration of executive management

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

Mpact operates a model of total remuneration being offered to executive management, where the
components of total remuneration are the following:

• retain competent employees who enhance business performance;
• reward, recognise and confer appreciation for superior performance;
• direct employees’ energies and activities towards key business goals;
• recruit high-performing, skilled individuals from a shrinking pool of talent; and
• achieve the most effective returns (employee productivity) for total employee spend.

• Guaranteed package (salary and benefits, where benefits include retirement funding and medical
scheme contributions) (“TGCOE”).
• Short-term incentives (“STI”).
• Long-term incentives (“LTI”).

Operational review

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.

Strategic overview

Objectives of the policy

Company overview

Part 2: Remuneration policy

Key principles

Sustainability

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.

Governance

• The structure of remuneration packages and, in particular, the design of performance-based
remuneration schemes, should be aligned with shareholders’ interests and should support the
achievement of our business strategy and the management of risk. A significant proportion of the
remuneration of Executive Directors and other senior executives should be performance-based.

Financial statements

• 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.

Administration
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Remuneration report continued
The chart depicts a summary of the remuneration flow for
Executive Directors and prescribed officers

o

o
o

o
o
o
o
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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.

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 and the individual’s performance and experience in
the role.

Group
Group
financial non-financial

Individual

Total

CEO

80%

60%

10%

30%

100%

CFO

80%

60%

10%

30%

100%

Prescribed officers

80%

60%

10%

30%

100%

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 from the prior
financial year).
Financial (60%)
KPIs • Underlying EBITDA
• Underlying EBIT
• ROCE

Non-financial (10%)

Individual (30%)

• Safety

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

Governance

Retirement fund
Retirement and risk benefits are provided through the Mondi Mpact Group Fund (MMGF), the Fund
which 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.

Weighting of key performance areas (KPAs)

Sustainability

Medical aid
Medical aid benefits are offered through Anglo Medical Scheme (AMS), administered by Discovery.
AMS is 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 cover for hospitalisation and most non-discretionary healthcare services. Standard
Care Plan is 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.

Maximum
potential %
of TGCOE

Operational review

Benefits
Remuneration benefits which are available to the Executive Directors and prescribed officers include
medical aid and retirement fund.

The maximum potential % of TGCOE and weightings of each key performance areas (KPAs) are
indicated in the table below.

Strategic overview

Guaranteed package (TGCOE)

Company overview

Part 2: Remuneration policy continued

Financial statements
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Remuneration report continued
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) is indicated below:
Plan

Description

Bonus share plan (BSP)

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

Awards
Award %
of STI award

Level
CEO

56.25

CFO

56.25

Vesting period

Vesting criteria

Three years

Continued employment

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

Performance condition detailed below in addition to
continued employment:

Participants in the bonus share plan do not
PO
56.25
receive dividends declared by the Group. A
single cash payment is made after the three-year
A single cash award equivalent
vesting period and is calculated on the dividend
to dividends declared over
payment forfeited during the holding period on
three-year vesting period for
the number of bonus shares granted.
the Bonus Share Plan
Performance share plan (PSP) Annual conditional awards of performance
shares made to executives.

Expected
value of award
(Target = 75%
Level
vesting

Face value of
award (Max =
100% vesting

Threshold
30%
vesting

Stretch
62.5%
vesting

Maximum
100%
vesting

CEO

100%

133%

Metric

CFO

75%

100%

TSR

PO

75%

100%

50% Mpact TSR Mpact TSR Mpact TSR
equals
equals
equals
80% of
100% of
120% of
TSR average TSR average TSR average
of JSE
of JSE
of JSE
packaging packaging packaging
index
index
index

ROCE

50%

Weight

10%

12.3%

15%

Performance below threshold will result in 0% vesting for
that portion of the award.
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% of TGCOE

50
Min

Target

1. TGCOE

2. STI

Max
3. BSP

Target

Max

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

100
0
0
0

100
60
34
100

100
80
45
133

Total

100

294

358

% of TGCOE

Min

Target

Max

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

100
0
0
0

100
60
34
75

100
80
45
100

Total

100

269

325

% of TGCOE

Min

Target

Max

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

100
0
0
0

100
60
34
75

100
80
45
100

Total

100

269

325

4. PSP

% of TGCOE

CFO
350
300
250
200
150
100
50
0
Min
100%

Target
2. STI

Max
3. BSP

4. PSP

Prescribed officers
350
300
250
200
150
100
50
0
Min
1.TGCOE

Target
2. STI

Max
3. BSP

4. PSP

Financial statements

When comparing the pay mix range to actual
remuneration outcomes in the single figure
reporting under Part 3 it should be noted that
these calculations are based on value at award
whereas the single figure reporting includes actual
share price movements on Performance Shares.

100
0

% of TGCOE

In the graphs, awards in terms of the
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.

150

Min

Operational review

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 on
this page only depicts minimum and maximum.

200

% of TGCOE

Strategic overview

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 prescribed officers. Prescribed officer
information is based on the average TGCOE of
all prescribed officers.

250

Governance

Pay mix

350
300

Sustainability

continued

CEO

Company overview

Part 2: Remuneration policy
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Remuneration report continued
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

Twelve months

CFO

Three months

PO

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 the 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 relate 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.
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Malus and clawback
The Group is in the process of finalising a pre-vesting forfeiture (malus) and post vesting recovery
(clawback) policy which will apply to all vested and unvested STI and LTI amount relating to Executive
Directors, prescribed officers and senior managers.
The implementation of the Malus and Clawback policy will apply to all awards made from
1 January 2021 onwards.

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 Memorandum of Incorporation (MOI), shareholders must approve
these fees at the AGM.

Introduction

• Lower mandated increase for executives compared to employees at the lower end of the pay
scale.
• Ensuring total remuneration for executives comprises a higher variable pay component based
on performance.

For the year ended 31 December 2019, the following performances were achieved by the Executive
Directors and prescribed office against the key performance indicators:
Maximum possible

Actual achieved
in 2019

Actual achieved
in 2018

Financial performance

60%

41.3%

52.5%

KPI

10%

8.9%

Between
4.2% and 6.1%

Individual

30%

Between
22.8% and 26.7%

Between
23.0% and 28.4%

Part 3: Implementation report

2019 Long-term incentives achievements (Performance share plan)

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 Memorandum of
Incorporation (MOI).

The vesting criteria for the performance shares awarded in 2017, based on a three-year financial
performance is indicated in the table below:

Guaranteed package increases

Performance share plan

The following TGCOE package increases were approved by the Remuneration Committee with effect
from 1 January 2019:

Target

R’s

2019

2018

% increase
versus 2018

5,537,788
4,209,413

5,249,088
3,989,965

5.5%
5.5%

Prescribed officers
HM Thompson
JW Hunt
N Naidoo
J Stumpf2

4,547,525
3,136,291
3,568,870
4,177,834

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

5.5%
13.4%1
5.5%
5.5%

Includes an annual salary increase of 5.5% and an increase of 7.9% for additional business responsibilities.

2

J Stumpf resigned from Mpact on 31 January 2020

80%
Below
threshold

100%

120%

50%

10%

12.3%
11.6%

15%

%
achieved

0%

100%

52.3%
26.1%

Administration

1

Overall PSP result

Stretch Maximum
62.5%
100%

50%

– TSR
Target
– ROCE

Threshold
30%

Financial statements

Executive Directors
BW Strong
BDV Clark

Weight

Governance

Safety

Sustainability

This remuneration policy is subject to an advisory vote by shareholders at the AGM on 4 June 2020.
Shareholders are requested to cast a non-binding advisory vote on Part 2 of this remuneration report,
as it appears above.

Operational review

Voting statements (non-binding advisory vote on the remuneration policy)

2019 Short-term incentive bonus achievements

Strategic overview

King IV emphasizes 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:

The average increase for the above executive management was 5.5 % (2018: 4.5%) compared to the
mandated average increase granted to other employees of between 5.5% and 6.5% on average (2018:
between 6.0% and 7.0% on average).

Company overview

Fair and responsible remuneration

MPACT Integrated Report 2019
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Remuneration report continued
Remuneration of Executive Directors and prescribed officers
Executive Directors and prescribed officers
31 December 2019

Guaranteed
package
(TGCOE)1

R’s

Short-term
incentive
bonus2

Other 3

Cash-based
remuneration

Grant value
of bonus
shares
awarded 4

Intrinsic
value of
performance
shares vesting
in March 2020 5

Total
remuneration

Executive Directors
BW Strong
BDV Clark

5,537,788
4,209,413

3,340,394
2,589,631

90,033
67,620

8,968,215
6,866,664

1,878,971
1,456,667

878,286
500,707

11,725,472
8,824,038

Total

9,747,201

5,930,025

157,653

15,834,879

3,335,638

1,378,993

20,549,510

Prescribed officers
RP von Veh6
HM Thompson
JW Hunt
N Naidoo
J Stumpf7

1,525,243
4,547,525
3,136,291
3,568,870
4,177,834

–
2,772,171
1,891,811
2,084,220
–

1,018,918
71,988
56,523
57,019
16,114

2,544,161
7,391,684
5,084,625
5,710,109
4,193,948

–
1,559,346
1,064,144
1,172,374
–

544,278
540,925
347,032
424,514
–

3,088,439
9,491,955
6,495,801
7,306,997
4,193,948

16,955,763

6,748,202

1,220,562

24,924,527

3,795,864

1,856,749

30,577,140

Total
1

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

2

Short-term incentive (STI) earned on 2019 performance, to be paid in March 2020.

3

Other cash benefits include dividend equivalent bonus based on actual bonus shares that vested in March 2019 and other cash benefits.

4

Value of the bonus shares to be granted (56.25% of STI) on 5 April 2020 based on 2019 performance and vesting in March 2023.

5

Intrinsic value is calculated by taking the number of PSP expected to vest in March 2020 based on performance over the three-year period ended 31 December 2019, multiplied by the closing Mpact share price at 31 December 2019.

6

RP von Veh retired from Mpact on 20 April 2019

7

J Stumpf resigned from Mpact on 31 January 2020
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Part 3: Implementation report continued
Executive Directors and prescribed officers
31 December 2018
Intrinsic
value of
performance
shares vesting
in March 20195

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

3,462,693

613,795

19,679,457

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

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

R’s

Total

Other3

Cash-based
remuneration

Total
remuneration

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 (62.5% of STI) on 2 April 2018 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.

Governance

1

Sustainability

Short-term
incentive
bonus2

Operational review

Guaranteed
package
(TGCOE)1

Strategic overview

Grant value
of bonus
shares
awarded4

Financial statements
Administration
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Remuneration report continued

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:
2019 – Executive Directors
BW Strong
Number of shares
Date of
awards

Type of awards1,2
BSP
PSP
BSP
PSP
BSP
PSP
BSP
PSP

Apr
Apr
Apr
Apr
Apr
Apr
Apr
Apr

16
16
17
17
18
18
19
19

Release
date

Number of awards
at grant date

Number awards
granted during
the year

Mar 19
Mar 19
Mar 20
Mar 20
Mar 21
Mar 21
Mar 22
Mar 22

35,959
88,387
31,172
225,585
23,629
242,250
–
–

–
–
–
–
–
–
83,806
314,862

(35,949)
(20,064)
–
–
–
–
–
–

–
(68,323)
–
(166,640)
–
(145,350)
–
(188,917)

–
–
31,172
58,945
23,629
96,900
83,806
125,945

646,972

398,668

(56,013)

(569,230)

420,397

Total number of shares

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

Number of awards
held as at
31 December 2019

Market value of shares (R’s)

Type of awards1,2

Date of
awards

BSP
PSP
BSP
PSP
BSP
PSP
BSP
PSP

Apr
Apr
Apr
Apr
Apr
Apr
Apr
Apr

Award price
basis (cents)

16
16
17
17
18
18
19
19

Market value at
grant date3

4,825
4,825
2,969
2,969
2,889
2,889
2,345
2,345

Total market value of shares

Grant value of
awards granted
during year4

Cumulative effects
Value of shares
of share price
Value of awards lapsed or expected
movement gain/(loss)5 vested during year 6 to lapse at vesting

1,734,539
4,264,673
925,497
6,697,619
682,642
6,998,603
–
–

–
–
–
–
–
–
1,965,251
7,383,514

(903,668)
(2,65,478)
(461,034)
(3,336,402)
(330,570)
(3,389,708)
(716,541)
(2,692,070)

(830,671)
(463,726)
–
–
–
–
–
–

21,303,573

9,348,765

(14,194,841)

(1,294,597)

Market value at
31 December 20197

–
(1,435,469)
–
(2,482,931)
–
(2,165,715)8
–
(2,814,866)8

–
–
464,463
878,286
352,072
1,443,810
1,248,710
1,876,578

(8,898,981)

6,263,919

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 R23.45 per share.

5

Cumulative effects of share price gains and losses represents the market value change between the share value at grant dates, the value at vesting, the 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 R23.11 per share.

7

Market value at 31 December 2019 is the closing share price which was R14.90 per share.

8

Assumed a 40% achievement of PSP targets.
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2019 – Executive Directors continued
BDV Clark

Release
date

BSP
PSP
BSP
PSP
BSP
PSP
BSP
PSP

Apr
Apr
Apr
Apr
Apr
Apr
Apr
Apr

Mar
Mar
Mar
Mar
Mar
Mar
Mar
Mar

16
16
17
17
18
18
19
19

Number of awards
at grant date

Number awards
granted during
the year

Number of awards
vested during
the year

Number of shares
lapsed or expected
to lapse at vesting

Number of awards
held as at
31 December 2019

27,600
40,311
24,186
128,605
18,318
138,109
–
–

–
–
–
–
–
–
63,856
179,505

(27, 600)
(9,151)
–
–
–
–
–
–

–
(31,160)
–
(95,001)
–
(82,865)
–
(107,703)

–
–
24,186
33,604
18,318
55,244
63,856
71,802

377,129

243,361

(36,751)

(316,729)

267,010

19
19
20
20
21
21
22
22

Total number of shares

Apr
Apr
Apr
Apr
Apr
Apr
Apr
Apr

16
16
17
17
18
18
19
19

Market value at
grant date3

4,825
4,825
2,969
2,969
2,889
2,889
2,345
2,345

Total market value of shares

Grant value of
awards granted
during year4

Cumulative effects of
Value of shares
share price movement
Value of awards lapsed or expected
gain/(loss)5 vested during year 6 to lapse at vesting

Market value at
31 December 20197

1,331,700
1,945,006
718,082
3,818,282
529,707
3,989,969
–
–

–
–
–
–
–
–
1,497,423
4,209,392

(693,795)
(1,078,833)
(357,711)
(1,902,068)
(256,269)
(1,932,145)
(545,969)
(1,534,768)

(637,905)
(211,493)
–
–
–
–
–
–

–
(654,680)
–
(1,415,508)
–
(1,234,694)8
–
(1,604,775)8

–
–
360,371
500,706
272,938
823,130
951,454
1,069,849

12,332,246

5,706,815

(8,301,558)

(849,398)

(4,909,657)

3,978,448

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 R23.45 per share.

5

Cumulative 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 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 R23.11 per share.

7

Market value at 31 December 2019 is the closing share price which was R14.90 per share.

8

Assumed a 40% achievement of PSP targets.

MPACT Integrated Report 2019

81

Administration

1

Financial statements

BSP
PSP
BSP
PSP
BSP
PSP
BSP
PSP

Award price
basis (cents)

Governance

Type of awards1,2

Date of
awards

Sustainability

Market value of shares (R’s)

Operational review

Type of awards1,2

Date of
awards

Strategic overview

Number of shares

Remuneration report continued
2019 – Prescribed officers
RP von Veh
(Resigned from Mpact on 30 April 2019)
Number of shares

Type of awards1,2

Date of awards

Release date

BSP
PSP
BSP
PSP
BSP
BSP

Apr
Apr
Apr
Apr
Apr
Apr

Mar
Mar
Mar
Mar
Mar
Mar

16
16
17
17
18
19

Number of awards
at grant date

19
19
20
20
21
22

Total number of shares

Number awards
granted during
Number of awards
the year vested during the year

Number of shares
lapsed or expected
to lapse at vesting

Number of awards
held as at
31 December 2019

30,499
43,819
26,113
139,796
18,102
–

–
–
–
–
–
67,915

(30,499)
(9,947)
–
–
–
–

–
(33,872)
–
(103,267)
–
–

–
–
26,113
36,529
18,102
67,915

258,329

67,915

(40,446)

(137,139)

148,659

Value of awards
vested during year6

Value of shares
lapsed or expected
to lapse at vesting

Market value of shares (R’s)

Type of awards1,2

Date of
awards

BSP
PSP
BSP
PSP
BSP
BSP

Apr
Apr
Apr
Apr
Apr
Apr

16
16
17
17
18
19

Award price
basis (cents)

Market value at Grant value of awards
grant date3
granted during year4

4,825
4,825
2,969
2,969
2,889
2,345

Total market value of shares

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

Market value at
31 December 20197

1,471,577
2,114,267
775,295
4,150,543
522,967
–

–
–
–
–
–
1,592,607

(766,669)
(1,172,716)
(386,211)
(2,067,583)
(253,247)
(580,673)

(704,908)
(229,898)
–
–
–
–

–
(711,653)
–
(1,538,683)
–
–

–
–
389,084
544,277
269,720
1,011,934

9,034,649

1,592,607

(5,227,099)

(934,806

(2,250,336)

2,215,015

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 R23.45 per share.

5

Cumulative 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 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 R23.11 per share.

7

Market value at 31 December 2019 is the closing share price which was R14.90 per share.

8

Assumed a 40% achievement of PSP targets.
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2019 – Prescribed officers continued
HM Thompson

Date of awards

Release date

BSP
PSP
BSP
PSP
BSP
PSP
BSP
PSP

Apr
Apr
Apr
Apr
Apr
Apr
Apr
Apr

Mar
Mar
Mar
Mar
Mar
Mar
Mar
Mar

16
16
17
17
18
18
19
19

19
19
20
20
21
21
22
19

Total number of shares

Number awards
granted during
Number of awards
the year vested during the year

Number of shares
lapsed or expected
to lapse at vesting

Number of awards
held as at
31 December 2019

–
–
–
–
–
–
69,399
193,924

(29,383)
(8,238)
–
–
–
–
–
–

–
(28,053)
–
(102,631)
–
(89,521)
–
(116,354)

–
–
25,775
36,304
19,275
59,681
69,399
77,570

398,861

263,323

(37,621)

(336,559)

288,004

Value of awards
vested during year6

Value of shares
lapsed or expected
to lapse at vesting

Market value of shares (R’s)

Apr
Apr
Apr
Apr
Apr
Apr
Apr
Apr

16
16
17
17
18
18
19
19

Market value at Grant value of awards
grant date3
granted during year4

4,825
4,825
2,969
2,969
2,889
2,889
2,345
2,345

Total market value of shares

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

Market value at
31 December 20197

1,417,730
1,751,041
765,260
4124,980
556,855
4,310,446
–
–

–
–
–
–
–
–
1,627,407
4,547,518

(738,615)
(912,264)
(381,212)
(2,504,849)
(269,657)
(2,087,336)
(593,361)
(1,658,050)

(679,115)
(190,402)
–
–
–
–
–
–

–
(648,375)
–
(1,529,206)
–
(1,333,866)8
–
(1,733,681)8

–
–
384,048
540,925
287,198
889,244
1,034,045
1,155,787

12,926,312

6,174,925

(8,695,344)

(869,517)

(5,245,128)

4,291,248

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 R23.45 per share.

5

Cumulative 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 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 R23.11 per share.

7

Market value at 31 December 2019 is the closing share price which was R14.90 per share.

8

Assumed a 40% achievement of PSP targets.
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BSP
PSP
BSP
PSP
BSP
PSP
BSP
PSP

Award price
basis (cents)

Governance

Type of awards1,2

Date of
awards

Sustainability

29,383
36,291
25,775
138,935
19,275
149,202
–
–

Operational review

Type of awards1,2

Number of awards
at grant date

Strategic overview

Number of shares

Remuneration report continued
JW Hunt
Number of shares

Type of awards1,2

Date of awards

Release date

BSP
PSP
BSP
PSP
BSP
PSP
BSP
PSP

Apr
Apr
Apr
Apr
Apr
Apr
Apr
Apr

Mar
Mar
Mar
Mar
Mar
Mar
Mar
Mar

16
16
17
17
18
18
19
19

Number of awards
at grant date

19
19
20
20
21
21
22
22

Total number of shares

Number awards
granted during
Number of awards
the year vested during the year

Number of shares
lapsed or expected
to lapse at vesting

Number of awards
held as at
31 December 2019

18,678
23,239
15,410
89,134
11,047
95,271
–
–

–
–
–
–
–
–
43,992
124,412

(18,678)
(5,275)
–
–
–
–
–
–

–
(17,964)
–
(65,843)
–
(57,163)
–
(74,647)

–
–
15,410
23,291
11,047
38,108
43,992
49,765

252,779

168,404

(23,953)

(215,617)

181,613

Value of awards
vested during year6

Value of shares
lapsed or expected
to lapse at vesting

Market value of shares (R’s)

Type of awards1,2

Date of awards

BSP
PSP
BSP
PSP
BSP
PSP
BSP
PSP

Apr
Apr
Apr
Apr
Apr
Apr
Apr
Apr

16
16
17
17
18
18
19
19

Award price
basis (cents)

Market value at Grant value of awards
grant date3
granted during year4

4,825
4,825
2,969
2,969
2,889
2,889
2,345
2,345

Total market value of shares

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

Market value at
31 December 20197

901,214
1,121,282
457,523
2,646,388
319,148
2,752,379
–
–

–
–
–
–
–
–
1,031,612
2,917,461

(469,519)
(621,940)
(227,914)
(1,318,292)
(154,548)
(1,332,841)
(376,132)
(1,063,723)

(431,695)
(121,924)
–
–
–
–
–
–

–
(377,418)
–
(981,065)
–
(851,723)8
–
(1,112,243)8

–
–
229,609
347,031
164,600
567,815
655,480
741,495

8,197,934

3,949,073

(5,564,909)

(553,619)

(3,322,449)

2,705,030

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 R23.45 per share.

5

Cumulative 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 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 R23.11 per share.

7

Market value at 31 December 2019 is the closing share price which was R14.90 per share.

8

Assumed a 40% achievement of PSP targets.
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2019 – Prescribed officers continued
N Naidoo

Date of awards

Release date

BSP
PSP
BSP
PSP
BSP
PSP
BSP
PSP

Apr
Apr
Apr
Apr
Apr
Apr
Apr
Apr

Mar
Mar
Mar
Mar
Mar
Mar
Mar
Mar

16
16
17
17
18
18
19
19

19
19
20
20
21
21
22
22

Total number of shares

Number awards
granted during
Number of awards
the year vested during the year

Number of shares
lapsed or expected
to lapse at vesting

Number of awards
held as at
31 December 2019

–
–
–
–
–
–
53,360
152,190

(23,273)
(6,453)
–
–
–
–
–
–

–
(21,974)
–
(80,544)
–
(70,256)
–
(91,314)

–
–
19,867
28,491
14,522
46,837
53,360
60,876

312,217

205,550

(29,726)

(264,088

223,953

Value of awards
vested during year6

Value of shares
lapsed or expected
to lapse at vesting

Market value of shares (R’s)

BSP
PSP
BSP
PSP
BSP
PSP
BSP
PSP

Apr 16
Apr 16
Apr 17
Apr 17
Apr 18
Apr18
Apr 19
Apr 19

4,825
4,825
2,969
2,969
2,889
2,889
2,345
2,345

Total market value of shares

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

Market value at
31 December 20197

1,122,922
1,371,603
589,851
3,237,249
419,541
3,382,817
–
–

–
–
–
–
–
–
1,251,292
3,568,656

(585,025)
(760,785)
(293,833)
(1,612,628)
(203,163)
(1,638,131)
(456,228)
(1,301,225)

(537,897)
(149,143)
–
–
–
–
–
–

–
(461,675)
–
(1,200,108)
–
(1,046,811)8
–
(1,360,579)8

–
–
296,018
424,513
216,378
697,875
795,064
907,052

10,123,983

4,820,148

(6,851,018)

(687,040)

(4,069,173)

3,336,900

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 R23.45 per share.

5

Cumulative 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 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 R23.11 per share.

7

Market value at 31 December 2019 is the closing share price which was R14.90 per share.

8

Assumed a 40% achievement of PSP targets.
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Date of awards

Market value at Grant value of awards
grant date3
granted during year4

Governance

Type of awards1,2

Award price
basis (cents)

Sustainability

23,273
28,427
19,867
109,035
14,522
117,093
–
–

Operational review

Type of awards1,2

Number of awards
at grant date

Strategic overview

Number of shares

Remuneration report continued
J Stumpf
(Resigned from Mpact on 31 January 2020)
Number of shares

Type of awards1,2

Date of awards

Release date

BSP
PSP
BSP
PSP
BSP
PSP
BSP
PSP

Apr
Apr
Apr
Apr
Apr
Apr
Apr
Apr

Mar
Mar
Mar
Mar
Mar
Mar
Mar
Mar

16
16
17
17
18
18
19
19

Number of awards
at grant date

19
19
20
20
21
21
22
22

Total number of shares

Number awards
granted during
Number of awards
the year vested during the year

Number of shares
lapsed or
forfeited

Number of awards
held as at
31 December 2019

6,577
33,341
24,113
127,640
19,125
137,073
–
–

–
–
–
–
–
–
66,113
178,159

(6,577)
(7,568)
–
–
–
–
–
–

–
(25,773)
(24,113)
(127,640)
(19,125)
(137,073)
(66,113)
(178,159)

–
–
–
–
–
–
–
–

347,869

244,272

(14,145)

(577,996)

–

Value of awards
vested during year6

Value of shares
lapsed or
forfeited

Market value of shares (R’s)

Type of awards1,2

Date of awards

BSP
PSP
BSP
PSP
BSP
PSP
BSP
PSP

Apr
Apr
Apr
Apr
Apr
Apr
Apr
Apr

16
16
17
17
18
18
19
19

Award price
basis (cents)

Market value at Grant value of awards
grant date3
granted during year4

4,825
4,825
2,969
2,969
2,889
2,889
2,345
2,345

Total market value of shares

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

Market value at
31 December 20197

317,340
1,608,703
715,915
3,789,632
552,521
3,960,039
–
–

–
–
–
–
–
–
1,550,350
4,177,829

(165,329)
(838,109)
(158,603)
(1,887,796)
(267,559)
(1,917,651)
(565,266)
(1,523,259)

(152,011)
(174,925)
–
–
–
–
–
–

–
(595,669)
(557,312)
(1,901,836)
(284,963)
(2,042,388)
(985,084)
(2,654,569)

–
–
–
–
–
–
–
–

10,944,150

5,728,179

(7,323,572)

(326,936)

(9,021,821)

–

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 R23.45 per share.

5

Cumulative 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 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 R23.11 per share.

7

Market value at 31 December 2019 is the closing share price which was R14.90 per share.

8

Assumed a 40% achievement of PSP targets.
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Non-executive Directors’ fees1
2019

2018
Fees paid as
Non-executive Director

Fees paid as
Trustee to the
Mpact Foundation Trust

1,027,452
533,444
501,660
563,801
689,537
469,861
721,881

–
–
48,227
142,166
71,084
–
–

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

–
44,430
–
134,571
67,286
–
–

Total

4,507,636

261,477

3,674,744

246,287

1

Operational review

AJ Phillips
AM Thompson
M Makanjee
NP Dongwana
NB Langa-Royds
S Luthuli
TDA Ross

Strategic overview

Fees paid as
Fees paid as
Non-executive
Trustee to the
Director Mpact Foundation Trust

Excludes VAT.
Sustainability
Governance
Financial statements
Administration
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The new recycling branch in
Pinetown and the successful
expansion of our Richards
Bay recycling operation
are important sources of
material for our Felixton Mill,
which is already consuming
nearly double the amount
of waste paper it used four
years ago.
88
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Chief Financial Officer’s review
“The Group’s financial results for the year ended 31 December 2019
reflect very tough trading conditions, with reduced local and export
demand coupled with lower profit margins. Benefits from recent
capital investments such as the Felixton Paper Mill upgrade and the
new corrugator in Port Elizabeth partially offset the effects of the
challenging trading environment.”

900
800
700
600
500
400
300
200
100
0

Maturity profile of committed facilities
1 000

741
172

800

569

600

2017

456
197

439
175

259

264

2018

2019

Paper business

R’m

R’m

Capital expenditure

850

200
0
Between
2-3 years

Between
3-4 years

2 500
2 292

2 000
1 500

17.1%

19.1%

21.7%

R’m

R’m

2 500

2 409

0

2 016

500

1 719

1 000

2017

2018

2019

2 000

1 960

1 972
1 830

1 500
2017

2018

Net debt as reported

MPACT Integrated Report 2019

After
4 years

Net debt
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Introduction
Company overview

Movement in net debt from continuing operations
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Strategic overview
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Operational review

-2 000

Net debt at
December
2019

Sustainability

Financial Results
The Paper business delivered a satisfactory
performance offset by a decline in the Plastics
business.

Revenue in the Plastics converting business
was up 3.2% to R2.4 billion (December 2018:
R2.3 billion) due to higher sales volumes in
preforms and closures, offset by increased
competition in the trays and films market.

Financial statements

Group revenue from continuing operations
of R11.1 billion was 5.1% higher than the
prior year, despite subdued demand. Higher
average selling prices were offset by the mix of
products sold.

Governance

The competitive environment in which the
Plastics business operates has experienced
negative market sentiment and lacklustre
consumer spend which put pressure on plastic
product margins.

The Paper business reported a 5.4% increase
in segment revenue for the year to R8.7 billion
(December 2018: R8.3 billion) due to higher
average selling prices and mix of product
sold. External sales volumes decreased due
to lower export and local demand, particularly
for containerboard and cartonboard where
commercial downtime was taken approximating
10% of paper mill capacity.

Administration
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Chief Financial Officer’s review continued
Underlying operating profit from continuing
operations decreased by 3.7% to R724 million
(December 2018: R752 million) with ROCE at
11.8% (December 2018: 11.9%). In the Paper
business, underlying operating profit increased
by 3.1% to R716 million due to the benefits from
lower recovered paper prices and the acquisition
of West Coast Paper Traders which were
offset by lower sales volumes and the higher
purchase cost of virgin paper. The Plastics
converting business underlying operating profit
of R83 million declined by 35.9% due to low
margins realised in the FMCG as well as trays
and films businesses.
The operational reviews on pages 30 and 34
discuss the results of the Paper and Plastics
businesses in detail.
On 14 November 2019, the Board of Mpact
approved a decision to discontinue the
PET recycling operation, Mpact Polymers,
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which was previously included in the Plastics
reporting segment.
In December 2019, Mpact Polymers
commenced voluntary business rescue
proceedings and was deconsolidated from
the Group. Its profit and loss statement for the
reporting period is disclosed separately as a
discontinued operation.
The net effect of deconsolidation is that the
Group’s balance sheet as at 31 December
2019 does not reflect any assets and liabilities
attributable to Mpact Polymers. The basic
and headline loss per share attributable to
Mpact Polymers as a discontinued operation,
were 37.1 cents (2018: 39.7) and 36.7 cents
(2018: 39.7), respectively.
As a result of deteriorating market conditions
and Mpact’s share price trading below its net
asset value during the year, an impairment

of R1.3 billion was raised. The impairment
comprised R549 million of goodwill and
R742 million of plant and equipment raised
against the Springs and Piet Retief paper
mills as well as the trays and films business.
Despite the impairment of these assets, these
businesses remain operational. The impairment
equates to approximately 633.2 cents per share
and is a non-cash charge that is excluded from
headline and underlying earnings per share.
Net finance costs from continuing operations
increased by 16.3% to R245 million (December
2018: R209 million) mainly due to interest
charged on lease liabilities on the back of
adopting IFRS 16.
The tax charge from continuing operations and
before special items of R128 million increased
by 9.8% (December 2018: R116 million).
Underlying and headline earnings per share
from continuing operations for the year were

191.8 cents and 185.8 cents, respectively
(December 2018: 247.7 cents and 235.3 cents,
respectively).
A final gross cash dividend of 42 cents per
ordinary share was declared by the Board
on 3 March 2020, bringing the total dividend
for the 2019 financial year to 60 cents per
ordinary share.
The table on page 18 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 2019 to R439 million (December
2018: R456 million) on the completion of the
Felixton Mill Project. R264 million was invested
in the Paper business and R175 million in the
Plastics converting business.

Introduction

Funding

The South African economy remains subdued
with little chance of a strong recovery in the
short term. The global dynamics driving the
oversupply of containerboard, cartonboard
and recycled fibre look set to persist. In this
context, our focus remains on preserving cash
while driving cost savings, efficiency gains and
product innovation.
Brett Clark
Chief Financial Officer

Sustainability

During the period, Mpact successfully concluded
the refinancing of its committed bank facilities of
R2.6 billion at more favourable interest rates with
Standard Bank, RMB and Nedbank. In addition,
Mpact swapped R800 million of its floating rate
debt to a three- and four-year fixed rate. The
terms of the refinanced facilities comprised
three-year (R900 million), four-year (R850 million)
and five-year (R850 million) funding.

Outlook for 2020

During the period, Mpact
successfully concluded the
refinancing of its committed
bank facilities of R2.6 billion
at more favourable interest
rates with Standard Bank,
RMB and Nedbank.

Operational review

At year-end, cash and cash equivalents totalled
R447 million (December 2018: R706 million).

Net debt at the end of the year from continuing
operations was R2.3 billion (2018: R1.8 billion).
The increase in net debt is primarily due to
the adoption of IFRS 16 lease liabilities of
R321 million. This has resulted in a gearing
ratio of 38.2% (2018: 27.9%). The gearing ratio
excluding IFRS 16 is 32.8%.

Strategic overview

Working capital represented 21.7% of revenue
(December 2018: 19.1%), with the increase
attributable to lower trade payables at the end of
the year due to sales not meeting expectations.
Working capital at the end of December 2019
was R2,409 million (December 2018:
R2,016 million).

Company overview

Working capital and cash flow

24 March 2020
Governance
Financial statements

Brett Clark
Administration
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Audit and Risk Committee report
Introduction
The Audit and Risk Committee (committee) has
pleasure in submitting its report for the year
ended 31 December 2019 in compliance with
section 94(7) of the Companies Act.
The committee acts for the Company and all
its subsidiaries, and is an independent body
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 committee’s terms of reference were
approved by the Board during the current
financial year and are reviewed annually.

Composition

Tim Ross

The committee comprises four Non-executive
Directors, all of whom are independent.
Tim Ross is the Chairman, Neo Dongwana,
Andrew Thompson and Sibusiso Luthuli.
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 committee members are appointed annually
by the shareholders at the Annual General
Meeting.
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Meetings

Independence Of External Auditors

The committee held five meetings during the
year. The four members attended all meetings of
the committee during the year.

This assessment was made after considering
the following:

Committee activities
The 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 & Touche’s
independence, registration as a Registered
Auditor and the ability to perform a quality audit
of the Group.
Deloitte & Touche has been the auditor of Mpact
Limited for 15 years.
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 re-appointment
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.

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

Introduction

The committee:
• Approved, in consultation with management,
the audit fee and engagement terms for the
external auditors for the 2019 financial year;

External auditors’ performance
The committee:

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

• Considered and approved accounting policy
changes resulting from the application of new
standards commencing 1 January 2019;
• Completed a detailed review of the going
concern assumption, confirming that it was
appropriate in the preparation of the financial
statements;
• Engaged with the JSE on the pro-active
monitoring of financial statements; and
• Ensured that appropriate financial reporting
procedures are established and operating for
all entities included in the consolidated Group
financial statements.
Key audit matters

• Assessed the accuracy of the impairment
charge recognised on plant and equipment
on the date of closure of the plant;
• Enquired with management as to the
reasonableness of concluding a sale
transaction within 12 months;
• Enquired about the rights and duties of the
business rescue practitioner in respect of
control over the Polymers business; and

The trading environment in which the Group
operates has further deteriorated over the past
year due to subdued growth, overcapacity in
certain sectors and unreliable electricity supply.
This, together with Mpact’s share price trading
below its net asset value during most of the
past year, necessitated the test for possible
impairment for each cash generating unit in the
Group.
The impairment assessments are based on
recoverable amounts that are supported by
estimations of future cash flows, discount rates,
growth rates, margins and market share.
A special committee meeting was held to
discuss and understand the significant estimates
and judgements applied in management’s
valuation and impairment assessments and
challenged these where necessary.
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Administration

The figures disclosed in the annual financial
statements in certain circumstances are arrived
at using judgment.

In assessing the accounting and disclosure
requirements for Mpact Polymers (Pty) Ltd, the
committee considered the following:

2. Impairment of goodwill and plant and
equipment

Financial statements

• Monitored the effectiveness of the external
auditors in terms of audit quality and
expertise; and

• In accordance with the JSE Listing
Requirements approved Group financial
reporting procedure;

On 14 November 2019, the Board of Mpact
approved a decision to discontinue the
Mpact Polymers operation. Subsequently, on
10 December 2019, Mpact Polymers (Pty)
Ltd commenced voluntary business rescue
proceedings. In December 2019, the Mpact
Polymers statement of financial position was
deconsolidated from the Group’s and its profit
and loss statement for the reporting period has
been separately presented as a discontinued
operation.

The committee considered the impairment
charge to the statement of profit or loss
reasonable.

Governance

• Reviewed and approved the external audit
plan, ensuring that material risk areas were
included and that coverage of the significant
business processes was acceptable;

• Considered the appropriateness of
accounting policies and disclosures made;

Based on the above, the committee was
satisfied with the correct classification of Mpact
Polymers as a discontinued operation and the
subsequent deconsolidation from the Group as
a result of Mpact losing control of the operation.

Sustainability

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

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

1. The accounting and disclosure for the
impairment, the discontinued operation
and the loss of control of Mpact Polymers
(Pty) Ltd

• The adequacy of the disclosures made in
the financial statements in respect of the
classification as a discontinued operation
and deconsolidation from the Group.

Operational review

• 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

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:

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:

Strategic overview

External Auditors’ Fees

Financial statements

Company overview

The committee confirms that the external auditor
has functioned in accordance with its terms of
reference for the 2019 financial year.

Audit and Risk Committee report continued
The committee assessed management’s valuein-use calculations by considering, amongst
others, the following:
• The reasonableness of management’s
assumptions used in determining future cash
flows;
• The terminal value and discount rates applied
in management’s value-in-use calculations
and the sensitivity of these assumptions to
reasonably possible changes;
• Obtain an understanding of the cash
generating units and how these were
derived;
• The sensitivity analysis performed by
management over the value-in-use
calculation; and
• The adequacy of the disclosures made in
notes to the financial statements.
On this basis the committee supported
management in charging the profit and loss
statement with an impairment amount of R1.3
billion made up of goodwill totalling R549 million
and plant and equipment of R742 million. The
committee noted that the impairment was raised
against the Springs and Piet Retief paper mills
and the trays and films cash generating units.
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
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authority within the organisation to enable it
to discharge its duties;
• Satisfied itself of the credibility, independence
and objectivity of the internal audit function;

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.

• Ensured that internal audit had direct access
to the committee, primarily through the
committee’s Chairman;

Internal financial control and compliance

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

• Reviewed the quarterly internal audit
reports, covering the effectiveness of internal
control, material fraud incidents and material
non-compliance with Mpact’s policies and
procedures. The committee is advised of all
internal control developments and advised of
any material losses, with none being reported
during the year;
• Considered and reviewed with management
and internal auditors, any significant findings
and management responses thereto in
relation to reliable financial reporting,
corporate governance and effective internal
control to ensure appropriate action is taken;
and
• 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:

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

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 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
risk controls and determined how management
perceived the identified controls. The Risk
Likelihood rating tables and Potential Loss
Impact Ratings 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.

Introduction

Governance

The committee is satisfied:

On behalf of the Audit and Risk Committee
Tim Ross
Audit and Risk Committee Chairman
3 March 2020

Financial statements

In line with the terms of the JSE Listings
Requirements, the committee is satisfied that
Mr 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 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.

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.

Assurance

Sustainability

• The committee has recommended the
Integrated Report for the year ended
31 December 2019 to the Board for approval.

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

Operational review

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

In making these assessments, the committee
has obtained feedback from the external and
internal auditors.

Strategic overview

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

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

Company overview

Integrated report

Effective risk management is
integral to the Group’s objective
of consistently adding value
to the business and the Board
has assigned oversight of the
risk management function to
the Audit and Risk Committee.
Management continues to
develop and enhance the
Group’s risk and control
procedures to improve the
mechanisms for identifying,
assessing and monitory risks.

Tim Ross
Administration

• That the resources within the finance function
are adequate to provide the necessary support
to the CFO; and
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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.
The Directors believe that the Group has
adequate resources to continue in operation
for the foreseeable future and the summarised
consolidated financial statements have therefore
been prepared on a going concern basis.
The summarised consolidated financial
statements and related notes, which appear on
pages 104 to 117 were approved by the Board
of Directors and authorised for issue on 3 March
2020 and were signed on its behalf by:

AJ Phillips
Chairman 		
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BW Strong
Chief Executive Officer

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.

K Waldeck
CorpStat Governance Services (Pty) Ltd
Company Secretary
3 March 2020

Introduction

Report of the Directors

Financial results

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

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

Notice is hereby given that the Board has
declared a final gross cash dividend of 42
cents for the year ended 31 December 2019
(33.6 cents net of dividend withholding tax) per
ordinary share. The dividend has been declared
from income reserves. A dividend withholding
tax of 20% will be applicable to all shareholders
who are not exempt.

Share certificates may not be dematerialised or re-materialised between Wednesday, 1 April 2020 and
Friday, 3 April 2020, both days inclusive.

The Company’s total number of issued ordinary
shares as at dividend declaration date is
173,304,517. Mpact’s income tax reference
number is 9003862175.

Property, plant and equipment

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.

At 31 December 2019, the net investment in property, plant and equipment amounted to
R2,828.6 million (2018: R3,737.3 million). Plant and equipment amounting to R742.4 million was
impaired in the current financial year, details of which are set out in note 6 to the summarised
consolidated financial statements. Capital commitments at year-end for the Group amounted to
R753.2 million (2018: R738.8 million), details of which are set out in note 11 to the summarised
consolidated financial statements. 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.

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 (Pty) Ltd.

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.

Financial statements

Segment analysis

*	Per the SENS released on 24 March 2020, the payment date changed from Monday, 6 April 2020 to Monday, 7 September 2020.

Governance

The Group’s loss for the year ended
31 December 2019 was R884.5 million (2018:
profit of R327.0 million). Full details of the
financial position and results of the Group
are set out in the accompanying summarised
consolidated financial statements.

Dividends

Wednesday, 4 March 2020
Tuesday, 31 March 2020
Wednesday, 1 April 2020
Friday, 3 April 2020
Monday, 7 September 2020

Sustainability

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

On 31 December 2019, the issued share capital
of the Company was 173,304,517 ordinary
shares of no par value. (2018: 173,304,517
ordinary shares of no par value).

Publication of dividend declaration
Last date of trade to receive a dividend
Shares commence trade ex-dividend
Record date
Payment date

Operational review

Mpact is one of the largest paper and plastics
packaging businesses in Southern Africa, with
leading market positions in recovered paper
collection, corrugated packaging, recycledbased cartonboard and containerboard,
polyethylene-terephthalate (“PET”) preforms
and trays and plastic jumbo bins. The principal
activities of the Group remain unchanged from
the previous year except for the closure for
Mpact Polymers (Pty) Ltd.

The authorised share capital is 217,500,000
ordinary shares of no par value.

Salient dates with regard to the ordinary dividend

Strategic overview

Nature of business

Stated capital

Company overview

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 2019.

Administration
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Report of the Directors continued
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 2019, the total borrowings (including lease liabilities) less cash resources
were R2,291.8 million (2018: R2,124.6 million includes Mpact Polymers). At 31 December 2019, the
Group had approved facilities of R2,960 billion (2018: R2,960.0 billion). In the current financial year, the
Group had re-financed its borrowings with Standard Bank, Rand Merchant Bank and repaid the KZN
Growth Fund borrowings. Nedbank agreed to become an additional party to the lending arrangement.
Refer to note 8.

Events occurring after the reporting date
There were no significant or material subsequent events which would require adjustment to or
disclosure in the consolidated annual financial statements.

Directors
The following Directors have held office during the year ended 31 December 2019 and to the date of
this report:
AJ Phillips (Chairman)
NP Dongwana
NB Langa-Royds
PCS Luthuli
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
K Waldeck
CorpStat Governance Services (Pty) Ltd
CorpStat Governance Services (Pty) Ltd was appointed on 26 November 2019 following the passing
of Mrs MN Sepuru.
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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 Mrs 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 inter-related
company or corporation and a member of a
related or inter-related corporation.
On 12 March 2019, all the subsidiaries of
the Company passed special resolutions to
authorise the companies to provide any direct
or indirect financial assistance, including by way
of lending money, guaranteeing a loan, or other
obligations as it may be required or otherwise to
any of its present or future related or inter-related
companies or corporations for such amounts
and such terms and conditions as the Board/s
may determine.

Audit and Risk Committee
The Audit and Risk Committee (“the committee”)
operates on a Group-wide basis. The committee,
in terms of the Companies Act of South Africa,
and King 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.
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 94 to 97.

Introduction

–
153,883

547,543
–

–
133,762

8,914

1,516

8,914

1,516

382,408
231,604

–
–

361,813
217,492

–
–

1,201,134

155,399

1,135,762

135,278

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)
2019
2019
% of
Number of
total issued
shares share capital
Allan Gray
Prudential Investment Managers
Public Investment Corporation
Coronation Fund Managers
Bateleur Capital

41,722,125
23,612,360
17,486,961
10,280,042
10,280,505

24.07
13.62
10.09
5.93
5.93

2018
Number of
shares

2018
% 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
–

Financial statements

Bataleur Capital held less than 5% of the shares in issue in the prior year.

Administration

The aggregate beneficial holdings as at
31 December 2019 and 31 December 2018
of the Directors and prescribed officers of the
Company in the issued ordinary shares of the
Company are detailed below. There have been
no material changes in these shareholdings
between 31 December 2019 and 3 March 2020,
the date of approval.

578,208
–

Governance

Interest of Directors and
prescribed officers in
share capital

Total

2018
Indirect
number
of shares

Sustainability

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.

2018
Direct
number
of shares

Operational review

Going concern

Executive Director
BW Strong
BDV Clark
Non-executive Director
AJ Phillips
Prescribed officers
HM Thompson
JW Hunt

2019
Indirect
number
of shares

Strategic overview

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.

2019
Direct
number
of shares

Company overview

Board of Directors’ statement
of effectiveness of controls
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Report of the Directors continued
2019 Shareholder Type

Number of
% of total
shareholdings shareholdings

Non-Public Shareholders

Number
% of
of shares issued capital

9

0.20

3,806,237

2.19

4
4
1

0.09
0.09
0.02

1,201,134
155,399
2,449,704

0.69
0.09
1.41

Public Shareholders

4,211

99.80

169,498,280

97.81

Total

4,220

100.00

173,304,517

100.00

Director: Direct Shareholdings
Director: Indirect Shareholdings
Share Schemes
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Introduction
Company overview

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

Strategic overview

The summarised consolidated financial statements of Mpact Limited, which comprise the summarised consolidated
statement of financial position as at 31 December 2019, the summarised consolidated statements of profit or loss
and other comprehensive income, changes in equity and cash flows for the year then ended, and related notes,
are derived from the audited consolidated financial statements of Mpact Limited for the year ended 31 December
2019.
In our opinion, the accompanying summarised consolidated financial statements are consistent, in all material
respects, with the audited consolidated financial statements of Mpact Limited, in accordance with IAS 34, Interim
Financial Reporting and the requirements of the Companies Act of South Africa as applicable to summary financial
statements.
Other Matters

Operational review

We have not audited future financial performance and expectations by management included in the accompanying
summarised consolidated financial statements and accordingly do not express any opinion thereon.
Summarised Consolidated Financial Statements
The summarised consolidated financial statements do not contain all the disclosures required by the International
Financial Reporting Standards and the requirements of the Companies Act of South Africa as applicable to financial
statements. Reading the summarised consolidated financial statements and the auditor’s report thereon, therefore,
is not a substitute for reading the audited consolidated financial statements and the auditor’s report thereon. The
summarised financial statements and the audited consolidated financial statements do not reflect the effects of
events that occurred subsequent to the date of our report on those consolidated financial statements.

Sustainability

The Audited Consolidated Financial Statements and our Report Thereon
We expressed an unmodified audit opinion on the audited consolidated financial statements in our report dated 03
March 2020. That report also includes the communication of key audit matters as reported in the auditor’s report
of the audited financial statements.
Directors’ Responsibility for the Summarised Consolidated Financial Statements

Governance

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

Financial 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 Report on Summary Financial Statements.
Deloitte & Touche
Registered Auditor
Per: SJ Nelson
Partner
3 March 2020

Administration

MPACT Integrated Report 2019

103

Summarised consolidated statement of
profit or loss and other comprehensive income
for the year ended 31 December 2019
2019
R’m

Restated1
2018
R’m

11,076.3
(6,007.5)
(869.3)
(2,833.5)
(1,942.0)

10,543.2
(5,646.3)
(878.6)
(2,757.6)
(561.9)

13

(576.0)
17.1
1.3

698.8
23.3
–

15

Note
CONTINUING OPERATIONS
Revenue from contracts with customers
Material, energy and fixed overhead recovery
Variable selling expenses
Administration and other operating expenses
Depreciation, amortisation and impairment
Operating (loss)/profit
Share of profit from equity accounted investees
Gain on acquisition of subsidiary
Net (loss)/profit on sale of associates, joint arrangements
and subsidiaries

2a

3

(3.0)

6.7

(Loss)/profit from operations and equity-accounted
investees
Net finance costs

(560.6)
(245.3)

728.8
(209.2)

Investment income
Finance costs

19.4
(264.7)

11.8
(221.0)

(805.9)
83.9

519.6
(102.2)

(722.0)

(Loss)/profit before tax
Tax income/(expense)

2b
4

(Loss)/profit for the year from continuing operations
DISCONTINUED OPERATION
Loss for the year from discontinued operation
(Loss)/profit for the year

14

Note
Other comprehensive income/(loss)
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
Reclassification of cash flow hedge reserve to profit and
loss
Tax effect
Exchange differences on translation of foreign operations

1.3
(0.4)
–

10.7
(3.0)
(20.5)

2.1
(0.6)

5.6
(1.6)

2.3
(0.6)
–

–
–
(1.2)

4.1

(10.0)

(880.4)

317.0

(Loss)/profit attributable to:
Equity holders of Mpact
Non-controlling interests

(822.3)
(62.2)

316.2
10.8

417.4

(Loss)/profit for the year

(884.5)

327.0

(162.5)

(90.4)

(884.5)

327.0

Total comprehensive (loss)/income attributable to:
Equity holders of Mpact
Non-controlling interests

(818.2)
(62.2)

306.2
10.8

Total comprehensive (loss)/income for the year

(880.4)

317.0

(443.7)
(443.2)
(37.1)
(37.0)

224.8
224.5
(39.7)
(39.6)

1
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Restated1
2018
R’m

Total comprehensive (loss)/income for the year

Other comprehensive income/(loss)

(Loss)/earnings per share (EPS) for profit attributable
to equity holders of Mpact:
Basic EPS (cps) from continuing operations
Diluted EPS (cps) from continuing operations
Basic EPS (cps) from discontinued operation
Diluted EPS (cps) from discontinued operation
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2019
R’m

Details of the restatement are contained in note 1 to the financial statements.

5
5
5
5

Summarised consolidated statement
of cash flows

as at 31 December 2019

for the year ended 31 December 2019

568.6
2,828.6
270.7
41.4
97.0
0.5
10.8

1,102.0
3,737.3
–
108.1
94.8
–
8.6

Non-current assets

3,817.6

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

Cash generated from operations
Dividends received from equity accounted investees
Taxation paid

986.4
9.3
(64.7)

982.8
14.2
(72.2)

5,050.8

Net cash inflows from operating activities

931.0

924.8

1,885.3
2,236.3
17.3
447.1
2.7
18.9

1,748.1
2,352.9
–
705.9
0.9
20.5

13

0.2

–

2c

(592.4)

(534.1)

Current assets

4,607.6

4,828.3

Total assets

8,425.2

9,879.1

Cash flows from investing activities
Net cash inflow from acquisition of subsidiary
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 loss of control in subsidiary
Cash disposed of on disposal of joint arrangement
Loan advances to associates
Loan repayments from external parties
Loan advances to external parties
Interest received

3.8
–
–
(12.5)
–
(28.5)
35.4
(3.0)
24.8

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

(572.2)

(518.4)

(2,706.1)
2,585.0
(77.9)
(295.8)
(10.6)
(125.2)
15.5
(7.8)

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

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

2,669.2
788.0
33.5

2,669.2
1,722.3
26.6

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

3,490.7
256.1

4,418.1
110.8

Total equity

3,746.8

4,528.9

2,382.3
249.1
39.9
95.7
12.5
–

1,400.8
–
40.2
227.3
18.0
3.9

2,779.5

1,690.2

35.5
72.0
1,766.7
9.5
5.5
4.1
5.6

1,429.7
–
2,213.6
6.2
5.5
0.7
4.3

1,898.9

3,660.0

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

7

8
9

Non-current liabilities
Short-term portion of borrowings
Lease liabilities
Trade and other payables
Provisions
Deferred income
Derivative financial instruments
Current tax liabilities
Current liabilities

8
10

4,678.4

5,350.2

Total equity and liabilities

8,425.2

9,879.1

Cash flows from financing activities
Repayment of borrowings
Proceeds from borrowings raised
Repayments of lease liabilities1
Finance costs paid
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
Net cash outflows from financing activities

(622.9)

(54.5)

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

(264.1)
694.7

351.9
342.8

Net cash and cash equivalents at end of year

430.6

694.7

1

The total cash outflow for leases recognised under IFRS 16 is R115.6 million.

Administration

Total liabilities

Net cash outflows from investing activities

14

Financial statements

1,217.6
(234.8)

Governance

1,343.6
(357.2)

Cash flows from operating activities
Operating cash flows before movements in working capital
Net increase in working capital

Sustainability

2018
R’m

Operational review

ASSETS
Goodwill and other intangible assets
Property, plant and equipment
Right of use assets
Investments in equity accounted investees
Financial assets
Derivative financial instruments
Deferred tax assets

2019
R’m

Note

Strategic overview

2018
R’m

Note

Company overview

2019
R’m

Introduction

Summarised consolidated statement
of financial position
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Summarised consolidated statement of
changes in equity
for the year ended 31 December 2019

Retained
earnings
R’m

Total
attributable
to equity
holders of
Mpact Ltd
R’m

Noncontrolling
interest
R’m

Total
equity
R’m

Stated
capital
R’m

Share-based
payment
reserve
R’m

Cash flow
hedge
reserve
R’m

Postretirement
benefit
reserve
R’m

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 interest4
Increase in shareholding by non-controlling
interest

2,621.4
–
47.8
–
–
–

47.7
–
–
–
28.2
–

(6.9)
4.0
–
–
–
–

18.8
7.7
–
–
–
–

32.0
(21.7)
–
–
–
–

(50.3)
–
(1.0)
(22.1)
–
–

1,470.7
316.2
(93.5)
–
–
–

4,133.4
306.2
(46.7)
(22.1)
28.2
–

109.5
10.8
–
–
–
(6.5)

4,242.9
317.0
(46.7)
(22.1)
28.2
(6.5)

–

(25.0)

–

–

–

15.2

7.0

(2.8)

–

(2.8)

–

–

–

–

–

–

–

–

18.9

18.9

–

–

–

–

–

–

21.9

21.9

(21.9)

–

Balance at 31 December 2018

2,669.2

50.9

(2.9)

26.5

10.3

(58.2)

1,722.3

4,418.1

110.8

4,528.9

–
–
–
–

–
–
–
28.6

3.2
–
–
–

0.9
–
–
–

–
–
–
–

–
–
(7.8)
–

(822.3)
(125.2)
–
–

(818.2)
(125.2)
(7.8)
28.6

(62.2)
–
–
–

(880.4)
(125.2)
(7.8)
28.6

–

–

–

–

–

–

–

–

15.5

15.5

–
–

–
–

–
–

–
–

–
–

–
–

–
–

–
–

38.2
(10.6)

38.2
(10.6)

–
–

(28.7)
–

–
–

–
–

–
–

10.7
–

13.2
–

(4.8)
–

–
164.4

(4.8)
164.4

2,669.2

50.8

0.3

27.4

10.3

(55.3)

788.0

3,490.7

256.1

3,746.8

Total comprehensive loss for the year
Dividends paid2
Purchase of treasury shares3
Share plan charges for the year
Purchase of preference shares by noncontrolling interest4
Acquisition of subsidiaries with
non-controlling interest
Dividends paid to non-controlling interests
Issue/exercise of shares under employee
share scheme
De-consolidation of subsidiary5
Balance at 31 December 2019
1
2
3

4
5

Other
reserves1
R’m

Treasury
shares
R’m

Other reserves consist of foreign currency translation reserve and fair value adjustments to equity investments.
Dividends declared amounted to R125.2 million (2018: R93.5 million) of which Rnil million (2018: R47.8 million) related to a capitalisation issue (refer to note 7). The dividend paid per share for the year was 73c per share (2018: 55c 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 2019, there are 2,449,704 (2018: 2,403,309)
treasury shares on hand.
The non-controlling shareholder of Mpact Polymers subscribed for the preference shares.
As a result of the Group losing control of Mpact Polymers (Pty) Ltd, R164.4 million was de-recognised from non-controlling interest. Refer to note 14.
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Introduction

Notes to the summarised
consolidated financial statements
for the year ended 31 December 2019

1.

ACCOUNTING POLICIES

Shareholders are advised that in order to obtain a full understanding of the nature of
the auditor’s engagement, they should obtain a copy of that report together with the
accompanying financial information from the registered office of the Company. Any reference
to future financial performance included in this announcement has not been reviewed or
reported by the Company’s auditors.

On adoption, the Group applied the following practical expedients:
• Not to reassess whether an existing lease contract is or contains a lease. Accordingly,
the definition of a lease in accordance with IAS 17 and IFRIC 4 continued to be applied to
these leases entered into before 1 January 2019.
• Used the recognition exemptions for lease contracts that, at the commencement date, have
a lease term of 12 months or less and do not contain a purchase option (‘short-term leases’),
and lease contracts for which the underlying asset is of low value (‘low-value assets’).
• Used a single discount rate to a portfolio of leases with reasonably similar characteristics.
• Excluded the initial direct costs from the measurement of the right-of-use asset.
• Used hindsight in determining the lease term where the contract contains options to
extend or terminate the lease.
The Group did not change the initial carrying amounts of recognised assets and liabilities at
the date of initial application for leases previously classified as finance leases.
The right-of-use assets were recognised based on the amount equal to the lease liabilities,
adjusted for any related prepaid and accrued lease payments previously recognised. Lease
liabilities were recognised based on the present value of the remaining lease payments,
discounted using the incremental borrowing rate of the Group and each subsidiary of the
Group. The incremental borrowing rate ranges from 8.80% to 10.50%.

Financial statements

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.

The Group adopted IFRS 16 using the modified retrospective method with the effective date of
1 January 2019. Under this method, the standard is applied retrospectively with the cumulative
effect recognised in retained earnings. The Group did not have a cumulative effect in retained
earnings on adoption.

Governance

The preparation of these summarised consolidated financial statements was supervised by the
Chief Financial Officer, BDV Clark CA(SA).

IFRS 16

Sustainability

The auditor’s report (with Key Audit Matters) issued on the Consolidated Annual Financial
Statements (“AFS”) and the actual Consolidated Annual Financial Statements can be accessed
at https://www.mpact.co.za/investor-relations/financial-results/2020/AFSFY2019.pdf

The Group has adopted the following Standards and amendments to published Standards
during the current year:

Operational review

These summarised consolidated financial statements for the year ended 31 December 2019
have been audited by Deloitte & Touche, who expressed an unmodified opinion thereon.
The auditor also expressed an unmodified opinion on the consolidated financial statements
from which these summarised consolidated financial statements were derived. A copy of the
auditor’s report on the summarised consolidated financial statements is available for inspection
at the Company’s registered office. The auditor’s report does not necessarily report on all of
the information contained in this announcement.

The accounting policies and methods of computation used are consistent with the prior year,
except for new and revised standards adopted.

Strategic overview

These summarised consolidated financial statements have been prepared in accordance
with the framework concepts and measurement and recognition requirements of International
Financial Reporting Standards (IFRS), the SAICA Financial Reporting Guides as issued by
the Accounting Practices Committee and Financial Reporting Pronouncements as issued
by Financial Reporting Standards Council, the JSE Limited’s Listings Requirements and the
Companies Act of South Africa and contains at a minimum the information required by IAS 34:
Interim Financial Reporting.

Company overview

Basis of preparation

Accounting policies

Administration
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Notes to the summarised
consolidated financial statement continued
for the year ended 31 December 2019

1.

ACCOUNTING POLICIES continued
Refer to the statement of financial position for the effect of IFRS 16 as at 31 December 2019.
The effect of adopting IFRS 16 as at 1 January 2019 was as follows:
2019
R’m
Increase/
(decrease)
Assets
Right-of-use assets

427.4

Liabilities
Non-current portion of interest-bearing borrowings
Current portion of interest-bearing borrowings

390.0
77.2

Total lease liability
Non-current provision
Trade and other payables

467.2
(1.2)
(38.6)

Total liabilities

427.4

External operating lease commitments as at 31 December 2018
Commitments relating to short-term leases
Commitments relating to leases of low-value assets
Payments in optional extension periods not recognised as at
31 December 2018
Discount effect using the incremental borrowing rate

368.7
(4.5)
(0.4)
224.5
(121.1)

Lease liabilities as at 1 January 2019

467.2

Amendments to IAS 19: Plan Amendment, Curtailment or Settlement
The amendments require the Group to use the updated assumptions from the remeasurement of a net defined benefit liability or asset resulting from a plan amendment,
curtailment or settlement to determine current service cost and net interest for the remainder
of the reporting period after the change to the plan. The amendment is effective from 1
January 2019. These amendments had no impact on the Group as it did not have any plan
amendments, curtailments or settlements during the period.

IFRIC 23 – Uncertainty over income tax treatments
The interpretation specifies how the Group should reflect the effects of uncertainties in
accounting for income taxes. The amendment is effective from 1 January 2019 and did not
have an impact on the consolidated financial statements of the Group as it is probable that the
Group’s tax treatments will be accepted by the tax authorities.
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Restatement to the Consolidated Statement of Profit or Loss and Other
Comprehensive Income for the year ended 31 December 2018
1. Classification of Mpact Polymers (Pty) Limited (Polymers) as a discontinued
operation
In the current financial year Polymers was presented as a discontinued operation. Refer to
note 14 to evaluate the financial effects of the reclassification.
2. Change in presentation (Reclassification error of items on the statement of profit or
loss and other comprehensive income)
Following the resolution of the Group’s 2019 JSE proactive monitoring process, the Group
changed its presentation of expenses from a hybrid basis to a nature basis. The change in the
presentation has had no impact to operating profit, profit for the year or any other earnings
measures.
The change in presentation has resulted in a decrease in cost of sales, which was previously
reported as an aggregated amount of R6,576.8 million, offset by an increase in material,
energy and fixed overhead recovery of R5,646.3 million and an increase in variable selling
expenses of R878.6 million which are now separately presented on the face of the statement
of profit or loss. A further R51.9 million was reclassified due to the classification of Polymers as
a discontinued operation.

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.

Earnings per share (EPS)
Headline EPS
The presentation of headline EPS is mandated under the JSE Listings Requirements and is
calculated in accordance with Circular 1/2019, “Headline Earnings”, as issued by the South
African Institute of Chartered Accountants.
Underlying EPS
Underlying earnings is arrived at after adjusting profit attributable to equity holders of Mpact
for special items, net of tax and is a non-IFRS measure. It is included to provide an additional
basis on which to measure the Group’s earnings performance from continuing operations.

Introduction

2.

OPERATING SEGMENTS
2018 Restated

2019

(29.9)
(0.2)

8,230.6
2,312.6

11,076.3

10,573.3

(30.1)

10,543.2

2019
R’m

Restated
2018
R’m

3,640.5
5,050.2
2,385.6

4,041.5
4,189.1
2,312.6

11,076.3

10,543.2

9,931.0
1,057.5
87.8

9,200.8
1,103.6
238.8

11,076.3

10,543.2

(36.2)
(0.2)

11,112.7

(36.4)

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

694.4
129.2
(71.5)

723.7
(1,299.7)
17.1
1.3
(245.3)

752.1
(53.3)
23.3
–
(209.2)

(3.0)

6.7

(805.9)

519.6

Significant components of operating profit
Depreciation and amortisation
Paper
Plastics
Corporate

409.0
198.7
42.6

327.4
173.6
31.3

Total

650.3

532.3

Impairment of plant and equipment, goodwill and intangible asset
Paper
Plastics

846.6
445.1

4.1
25.5

1,291.7

29.6

(Loss)/profit before tax

Total
1

Special items include impairment on property, plant and equipment of R742.4 million (2018: R29.6 million), impairment
on foreign cash balance of Rnil (2018: R4.8 million), impairment of goodwill and intangible assets of R549.3 million
(2018: Rnil), impairment on an associate loan of Rnil (2018: R1.2 million) and restructure costs of R8.0 million
(2018: R17.7 million).

Governance

There are no external customers which account for more than 10% of the Group’s total
external revenue.

Segments total before special items
Special items1
Share of profit from equity accounted investees
Gain on acquisition of subsidiary
Net finance costs
Net (loss)/profit on sale of associates, joint arrangements and
subsidiaries

716.2
82.8
(75.3)

Sustainability

8,260.5
2,312.8

8,726.9
2,385.8

Paper
Plastics
Corporate

Operational review

8,690.7
2,385.6

Segment
revenue
R’m

Intersegment
revenue
R’m

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

Restated
2018
R’m

Strategic overview

Paper
Plastics

Segment
revenue
R’m

Intersegment
revenue
R’m

Revenue
from
contracts
with
customers
R’m

Revenue
from
contracts
with
customers
R’m

2019
R’m

Company overview

2(a) Reportable segment revenue

Financial statements
Administration
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2.

OPERATING SEGMENTS continued

3.
2019
R’m

2(c)

2018
R’m
Operating (loss)/profit for the year has been arrived at
after charging:
Depreciation, amortisation and impairments

Reportable segment assets
Segment assets2
Paper
Plastics
Corporate
Inter-segment elimination

5,535.2
1,638.3
491.0
(6.4)

6,144.6
2,302.4
344.7
(21.4)

Segment total3
Unallocated:
Investments in equity accounted investees
Deferred tax assets
Other non-operating assets4

7,658.1

8,770.3

41.4
10.8
153.5

108.1
8.6
191.4

Trading assets
Financial assets
Cash and cash equivalents

7,863.8
114.3
447.1

9,078.4
94.8
705.9

Total assets

8,425.2

9,879.1

Non-current non-financial assets5
South Africa (country of domicile)
Rest of Africa

3,377.1
20.0

4,816.5
22.8

Total

3,397.1

4,839.3

Additions to non-current non-financial assets6
Paper
Plastics
Corporate

264.4
197.7
130.3

258.6
212.9
62.6

Segments total

592.4

534.1

2

3

4

5

6

OPERATING (LOSS)/PROFIT

Segment assets are operating assets as at 31 December 2019 which consist of property, plant and equipment of
R2,828.6 million (2018: R3,737.3 million), goodwill and other intangible assets of R568.6 million (2018: R1,102.0 million),
right of use assets of R270.7 million (2018: Rnil), inventories of R1,885.3 million (2018: R1,748.1 million) and operating
receivables of R2,104.9 million (2018: R2,182.9 million).
Goodwill has been disclosed in the appropriate reportable segment in which it was acquired. This has resulted in goodwill
being reclassified from Corporate to Paper and Plastics amounting to R669.3 million and R350.5 million respectively, in the
prior year.
Other non-operating assets consist of derivative assets of R2.7 million (2018: R0.9 million), other non-operating receivables
of R131.4 million (2018: R170.0 million) and current tax receivable of R18.9 million (2018: R20.5 million).
Non-current non-financial assets consist of property, plant and equipment and goodwill and other intangible assets, but
excludes deferred tax assets, non-current financial assets and right of use 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, however, exclude additions to
deferred tax assets and non-current financial assets and right of use assets.

Amortisation of intangibles
Depreciation of property, plant and equipment
Depreciation of right of use assets
Impairment of goodwill (refer to note 6)
Impairment of intangible assets
Impairment of property, plant and equipment (refer to note 6)
Impairment charge on foreign cash balances

4.

TAX INCOME/(EXPENSE)

Current tax
Deferred tax
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Restated
2018
R’m

1,942.0

561.9

13.8
543.1
93.4
548.7
0.6
742.4

11.9
520.4
–
–
–
29.6

–

4.8

(66.7)
150.6

(96.9)
(5.3)

83.9

(102.2)

The significant move in deferred tax is mainly due to the impairment of plant and equipment in
the current financial year.

5.

EARNINGS PER SHARE
Continuing operations (loss)/earnings per share (EPS)
Basic EPS
Diluted EPS
Basic headline EPS
Diluted headline EPS
Basic underlying EPS1
Diluted underlying EPS1
Discontinued operations loss per share (EPS)
Basic EPS
Diluted EPS
Basic headline EPS
Diluted headline EPS
Total operations (loss)/earnings per share (EPS)
Basic
Diluted EPS
Basic headline EPS
Diluted headline EPS
1

110

2019
R’m

Cents
per share

Cents
per share

(443.7)
(443.2)
185.8
185.6
191.8
191.6

224.8
224.5
235.3
234.9
247.7
247.3

(37.1)
(37.0)
(36.7)
(36.7)

(39.7)
(39.6)
(39.7)
(39.6)

(480.8)
(480.2)
149.1
148.9

185.1
184.9
195.6
195.3

Underlying earnings is arrived at after adjusting profit attributable to equity holders of Mpact for special items, net of tax.
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5.

EARNINGS PER SHARE continued
Restated
2018
R’m

Restated
2018
R’m

(758.9)
742.4

384.0
29.6

549.3
–
–
8.0

–
4.8
1.2
17.7

417.4
(33.4)

(Loss)/profit for the year attributable to equity holders of Mpact

(758.9)

384.0

Discontinued operation
Loss for the year
Less loss attributable to non-controlling interest

(162.5)
99.1

(90.4)
22.6

(3.8)

–

(67.8)

Related tax

(209.0)

(14.3)

Underlying earnings for the financial year

328.0

423.0

(63.4)
13.8
218.1

(67.8)
–
–

(160.1)

–

(71.2)

–

Loss for the year attributable to equity holders of Mpact

Headline earnings for the financial year

(758.9)
742.4

384.0
29.6

549.3
(1.3)

–
–

3.0

(6.7)

(6.0)
(0.2)

–
(0.1)

(3.8)
(206.8)

–
(4.9)

317.7

401.9

DISCONTINUED OPERATION
Loss for the financial year attributable to equity
holders of Mpact
Impairment of right of use asset
Impairment of plant and equipment
Gain on the de-consolidation of the discontinued
operation
Non-controlling interest portion of impairment of plant and
equipment

(67.8)
Weighted
number
of shares

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

171,030,378
187,040

170,784,638
253,484

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

171,217,418

171,038,122

2. 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.
3. 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. Refer to the Earnings per Share accounting policy regarding the
calculation of the underlying EPS.

Financial statements

(62.8)
Weighted
number
of shares

Headline loss for the financial year

Governance

Continuing operations
(Loss)/profit for the financial year attributable to
equity holders of Mpact
Impairment of plant and equipment (refer to note 3)
Impairment of goodwill and other intangible assets
(refer to note 3)
Gain on acquisition of subsidiary
Loss/(profit) on sale of associate, joint arrangements and
subsidiaries
Gain on de-recognition of right of use assets and lease
liabilities
Profit on disposal of tangible assets
Non-controlling interest portion of impairment of plant and
equipment
Related tax

(63.4)

Sustainability

(722.0)
(36.9)

(Loss)/profit for the financial year attributable to
equity holders of Mpact
Impairment of plant and equipment (refer to note 3)
Impairment of goodwill and other intangible assets (refer
to note 3)
Impairment of foreign cash balances (refer to note 3)
Impairment of loan to associate
Restructure costs
Non-controlling interest portion of impairment of plant and
equipment

Operational review

The calculation of basic and diluted EPS and basic and
diluted headline EPS is based on the following data:
CONTINUING OPERATIONS
(Loss)/profit for the year
Less profit attributable to non-controlling interest

Strategic overview

2019
R’m

Company overview

2019
R’m

Administration
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6.

IMPAIRMENT OF GOODWILL AND PLANT AND EQUIPMENT
The trading environment in which the Group operates has deteriorated over the past year due to
subdued growth, overcapacity in certain sectors and unreliable electricity supply. This, together
with the Group’s share price trading below its net asset value during most of the past year,
necessitated the test for possible impairment for each cash generating unit (CGU) in the Group.
As a consequence of these conditions, the Group impaired its goodwill, plant and equipment
allocated to certain CGU’s. Details of these impairments are presented below.

Impairment testing and key assumptions
For the purpose of impairment testing, goodwill is tested at a CGU level as it was allocated to a
CGU at initial recognition as well as property, plant and equipment is done at a CGU level.
The recoverable amount of the CGUs was determined based on a value-in-use calculation,
discounting the future cash flows expected to be generated. The discount rate used in
discounted cash flow models are calculated using the principles of the capital asset pricing
model, taking into account current market conditions. A pre-tax weighted-average cost of
capital rate was used in discounting the projected cash flows depending on the nature of
business and operating markets. The cash flow projections were based on the 2020 to 2022
budgeted results and a reasonable growth rate, 5.1%, applied for a further two years based
on market conditions and historic trends. A perpetuity growth rate was applied based on
historical market trends and operating markets.
The key inputs used in the impairment testing calculation was a pre-tax discount rate of
between 15.0% to 20.0% (2018: 13.2% to 15.9%) and a post-tax discount rate of 12.9%
(2018: 11.0% to 12.2%). A terminal value growth rate of 5.1% (2018: 5.3%) was used. A nil
terminal value was used in the calculation for the Springs Mill in the current financial year.

Impairment recognised
Based on the above key inputs and projected cash flows the following impairments were
recognised in the different CGU’s
Impairment of goodwill in continuing operations
Piet Retief Mill
Springs Mill
Trays and films

R’m
159.8
196.9
192.0
548.7

Impairment of plant and equipment in continuing operations
Piet Retief Mill
Springs Mill
Trays and films
Equipment within paper converting

276.8
202.5
252.5
10.6
742.4
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The impairment losses were included in depreciation, amortisation and impairment on the
statement of profit or loss. The recoverable amount calculated in respect of the above
impairment for Springs mill was R366.9 million, Piet Retief mill was R257.8 million and Trays
and films R145.2 million.
Expected future cash flows are inherently uncertain and could materially change over time.
They are significantly affected by a number of factors, including market and production
estimates, together with economic factors such as prices, discount rates, currency exchange
rates, estimates of production costs and future capital expenditure.

Sensitivity analysis on CGU’s impaired
The goodwill and plant and equipment of these CGU’s were impaired in full and therefore
no further impairment would arise from an increase in the discount rate or decrease in the
terminal growth rate.

Sensitivity analysis on CGU’s that include goodwill not impaired
In performing the impairment test for goodwill in respect of the other CGUs, the Group
considered the sensitivity of changes in assumptions around key value drivers. The key value
drivers are discount rates and terminal value growth assumptions. A sensitivity analysis was
performed to determine the discount rate and terminal value growth rate which will result in an
impairment of each CGU.

CGU’s
Recycling
Felixton Mill
Corrugated operations
FMCG
Preforms and closures

Break even
pre-tax
discount rate
%

Break even
terminal
growth rate
%

26
24
32
28
16

<0
<0
<0
<0
1.5

Introduction

7.

STATED CAPITAL

–

–

2,669.2
–

2,621.4
47.8

2,669.2

2,669.2

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

173,304,517

171,461,623

–

1,842,894

Shares in issue at end of year

173,304,517

173,304,517

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:

Unsecured
Minority shareholder loans in subsidiary
Total borrowings
Less: Current portion
Standard Bank, Rand Merchant Bank and Nedbank loans
Obligations under finance leases
Minority shareholder loans
Instalment loan facilities

2018
R’m

2,375.0
–
–
–
10.9

2,300.0
83.0
200.0
5.0
3.4

–

212.5

2,385.9

2,803.9

15.4

15.4

2,401.3
(19.0)

2,819.3
(1,418.5)

–
–
(15.4)
(3.6)

(1,400.0)
(2.1)
(15.4)
(1.0)

2,382.3

1,400.8

Current portion of borrowings
Bank overdrafts

19.0
16.5

1,418.5
11.2

Short-term portion of borrowings

35.5

1,429.7

Non-current borrowings

2
3

In the current financial year the Group concluded the refinancing of its bank facilities.
The loan was de-recognised due to the de-consolidation of Mpact Polymers (Pty) Ltd.
The KZN Growth Fund loan was paid in full in the current financial year as a result of the refinancing of the bank facilities.

The Group has pledged certain assets as collateral against certain borrowings. The value of
the security pledged in relation to the assets is limited to R2.6 billion.

The Group is entitled to receive all cash flows from these pledged assets.

Financial statements

Certain inter-company loans within Mpact Operations (Pty) Ltd, Mpact Limited, Mpact
Versapak (Pty) Ltd and Recycling Consolidated Holdings (Pty) Ltd have been subordinated in
favour of the debt holders.

Governance

1

Sustainability

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. As at 31 December 2019, The Trust held 2,449,704 (2018: 2,403,309) shares.
During the year the Trust bought 450,000 shares at an average price of R17.20.

Secured
Standard Bank, Rand Merchant Bank and Nedbank facilities1
Industrial Development Corporation interest bearing loan2
KZN Growth Fund3
Obligations under finance leases
Instalment loan facilities
Industrial Development Corporation non-interest
bearing loan 2

2019
R’m

Operational review

2018
R’m

Strategic overview

2019
R’m

INTEREST AND NON-INTEREST-BEARING BORROWINGS

Company overview

8.

Administration
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9.

2019
R’m

2018
R’m

(130.6)
336.8
13.7
(124.2)

(190.1)
512.1
4.6
(99.3)

95.7

227.3

1,196.5
8.2
166.6
168.7
226.7

1,369.0
21.2
236.8
269.5
317.1

1,766.7

2,213.6

12. CONTINGENT LIABILITIES AND CONTINGENT ASSETS
(a)

Contingent liabilities for the Group comprise aggregate amounts at 31 December 2019
of R 1.7 million (2018: R 10.6 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 2019 and 31
December 2018.

(d)

As advised to the shareholders on 26 May 2016, the Company is subject to a
Competition Commission investigation. On 15 April 2019 the Competition Commission
referred a complaint against the Company to the Competition Tribunal which will be
adjudicated in due course. The Commission is not seeking the imposition of a penalty
against Mpact.

DEFERRED TAX LIABILITIES

Comprises of:
Tax losses
Capital allowances
Fair value adjustments
Provisions and other temporary differences
The significant move in capital allowances is mainly due to
the impairment of plant and equipment in the current
financial year.

10. TRADE AND OTHER PAYABLES

Trade payables
Amounts owed to related parties (refer to note 18)
Refund liabilities-rebates to customers
Accruals
Other payables
The fair values of trade and other payables are not
materially different to the carrying values presented. Other
payables consist mainly of staff costs.

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

148.9
604.3

142.3
596.5

Total capital commitments

753.2

738.8

In terms of an agreement, on 1 January 2019 (acquisition date), the Group increased its
shareholding in West Coast Paper Traders (Pty) Ltd from 49% to 60% for R8 million following
the fulfilment of all the conditions precedent. Following the increase in shareholding, West
Coast Paper Traders (Pty) Ltd was consolidated as a subsidiary in the Group’s financial
statements.

The acquisition has been accounted for using the acquisition method in terms of IFRS 3.

The capital commitments will be financed from existing cash resources and unutilised
borrowing facilities.
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2019

The Company’s main business activity is in retail and wholesale of paper (paper merchants)
and operates in South Africa. This complements the Group’s paper manufacturing business.

11. CAPITAL COMMITMENTS
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13. BUSINESS COMBINATION

Introduction

13. BUSINESS COMBINATION continued

14. DISCONTINUED OPERATION AND LOSS OF CONTROL
2019
R’m

96.0
(38.2)
(48.5)
(1.3)
0.6
(1.9)

Purchase consideration transferred
Cash acquired

8.0
(8.2)

Net cash inflow from acquisition of subsidiary

(0.2)

77.6
(155.9)
(13.8)
(218.1)

69.1
(148.8)
–
–

Operating loss
Net finance costs
Gain on the de-consolidation of the discontinued operation

(310.2)
(12.4)
160.1

(79.7)
(10.7)
–

Loss for the year from discontinued operation

(162.5)

(90.4)

The major classes of assets and liabilities of Polymers that
were de-recognised are as follows:
Assets
Inventories
Trade and other receivables
Cash and cash equivalents

(0.8)
(2.7)
(12.5)

Assets de-recognised
Liabilities
External borrowings
Lease liabilities
Trade and other payables

(16.0)
306.3
15.4
18.8

Liabilities de-recognised
Non-controlling interest de-recognised

340.5
(164.4)

Gain on the de-consolidation of the discontinued
operation

160.1

The net cash flows incurred by Polymers are as follows:
Operating activities
Investing activities
Financing activities

(10.6)
(34.5)
44.1

(66.1)
(14.9)
19.9

(1.0)

(61.1)

Net cash outflow

Administration

From acquisition date, West Coast Paper Traders (Pty) Ltd has contributed R409.7 million of
revenue and R23.2 million profit before tax to the continuing operations of the Group.

Revenue from contracts with customers
Expenses
Impairment of right of use asset
Impairment of plant and equipment

Financial statements

Trade receivables had a gross contractual value of R76.8 million and a provision for credit
losses of R0.4 million. Transaction costs of R0.2 million have been expensed since the
inception of the acquisition. These expenses were recognised in administration and other
operating expenditure. The bargain purchase gain arose mainly due to the recognition of the
IFRS 3 intangible assets.

2018
R’m

Governance

Fair value loss on re-measurement of investment in equity
accounted investee
Bargain purchase on acquisition

2019
R’m

Sustainability

Total identifiable net assets at fair value
Non-controlling interest based on their proportionate interest in the
recognised amounts of the assets and liabilities of West Coast Papers
(Pty) Ltd
Carrying value of equity interest
Gain on acquisition of subsidiary

On 10 December 2019, Polymers was placed into business rescue. Based on the powers and
duties of the Business Rescue Practitioner, the Group lost control of the Polymers business and
de-consolidated the assets, liabilities and the non-controlling interest at this date.

Operational review

29.7
26.7
4.8
0.6
0.6
28.0
76.6
8.2
(5.8)
(9.9)
(2.1)
(1.4)
(58.4)
(1.6)

Strategic overview

Intangible assets
Property, plant and equipment
Loans receivable
Investment
Deferred tax asset
Inventories
Trade and other receivables
Cash and cash equivalents
Non-current interest bearing borrowings
Deferred tax liability
Current interest bearing borrowings
Current lease liability
Trade and other payables
Current tax liability

On 14 November 2019, the Board of Directors Group approved a decision to discontinue
operations in Mpact Polymers (Pty) Ltd (Polymers). The reason is that the current recycled PET
selling price is below Polymers’ cash cost of production and is expected to remain so for the
foreseeable future. Polymers was classified as held for sale at this date.

Company overview

The fair values of the identifiable assets and liabilities as at the date of acquisition were

2018
There were no acquisitions in the financial year.
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15. DISPOSAL OF EQUITY ACCOUNTED INVESTEES AND
SUBSIDIARIES
2019
(a)

Right Corrugated (Pty) Ltd
During the current financial year, the Group disposed of its entire interest in the
associate for proceeds of R15.0 million, which had a carrying value of R14.3 million.
A profit of R0.7 million has been recognised in the statement of profit or loss.
At 31 December 2019, the proceeds had not yet been received and will be settled
through a loan account with the purchaser.

(b)

Box Boyz (Pty) Ltd
During the current financial year, the Group disposed of its entire interest in the
associate for proceeds of R8.0 million, which had a carrying value of R11.7 million.
A loss of R3.7 million has been recognised in the statement of profit or loss.
At 31 December 2019, the proceeds had not yet been received and will be settled
through a loan account with the purchaser.

2018
(a)

(b)

116

Pretoria Box Manufacturers
During the prior 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.
Rusmar Packaging (Pty) Ltd
During the prior 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.
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(c)

Shoebill (Pty) Ltd
During the prior 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 Groups’
business strategy.

(d) Pyramid Holdings (Pty) Ltd
During the prior 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 R.0.1 million. A loss of R0.5 million has been recognised
in the statement of profit or loss. The sale is in line with the Groups’ business strategy.

16. 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 that was 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.

Introduction

16. FAIR VALUE ESTIMATION continued

–
–
–

–
–
0.6

2,196.7
113.7
0.6

–
447.1

2.7
–

–
–

2.7
447.1

2,757.5

2.7

0.6

2,760.8

2,336.1
94.8
–

–
–
–

–
–
–

2,336.1
94.8
–

–
705.9

0.9
–

–
–

0.9
705.9

3,136.8

0.9

–

3,137.7

At fair
value
through
At
profit or amortised
loss
cost
R’m
R’m

Total
R’m

Level 2
Level 3
Level 2

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

Fair value
hierarchy
R’m
Level 2
Level 2

Total

Total
1

Level 2
Level 2

(2,417.8)
(1,766.7)
–

(2,417.8)
(1,766.7)
(4.1)

(4.1)

(4,184.5)

(4,188.6)

–
–
(4.6)

(2,830.5)
(2,213.6)
–

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

(4.6)

(5,044.1)

(5,048.7)

Details of transactions and balances between the Group and related parties are disclosed
below:

Sales to associates
Loans to associates
Receivables due from associates
Payables due to associates

2019
R’m

2018
R’m

205.2
57.0
24.6
8.2

613.4
33.5
161.2
21.2

Administration

2018
Borrowings1
Trade and other payables1
Derivative financial instrument

–
–
(4.1)

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.

Financial statements

2019
Borrowings1
Trade and other payables1
Derivative financial instrument

Level 2

The Group has a related party relationship with its subsidiaries, its associates, joint ventures
and Directors.

Governance

Financial liabilities

Level 2
Level 3

18. RELATED PARTY TRANSACTIONS

Sustainability

2,196.7
113.7
–

2019
Trade and other receivables1
Loans receivable
Equity investment
Derivative financial
instruments
Cash and cash equivalents1

There were no other significant or material subsequent events which would require adjustment
to or disclosure in the consolidated financial statements.

Operational review

Total
R’m

The Board declared an ordinary dividend of 42 cents per share on 3 March 2020 payable on
7 September 2020 to shareholders registered on 3 April 2020.

Strategic overview

At
Fair value amortised
hierarchy
cost
R’m

At fair
value
through
OCI
R’m

Company overview

Financial assets

17. EVENTS OCCURRING AFTER THE REPORTING DATE
At fair
value
through
profit or
loss
R’m

The carrying value reasonably approximates the fair value. Trade and other receivables excludes prepayments and
accrued income.
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Shareholders’ diary
Financial year-end
Annual General Meeting

Shareholders’ analysis
Analysis of Ordinary Shareholders as at 31 December 2019

31 December
4 June 2020

Final dividend declared of 42 cents
Details of final dividend declared
Last date of trade to receive a dividend

Tuesday, 31 March 2020

Shares commence trade ex-dividend

Wednesday, 1 April 2020

Record date
Payment date

Friday, 3 April 2020

MPACT Integrated Report 2019

% of total
shareholdings

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

2 757
880
362
192
29

65,33%
20,85%
8,58%
4,55%
0,69%

609 983
2 635 430
13 681 260
54 936 764
101 441 080

0,35%
1,52%
7,89%
31,70%
58,53%

Total

4 220

100,00%

173 304 517

100,00%

Number of
Shareholdings

% of total
shareholdings

Number of
Shares

% of issued
Capital

Assurance Companies
Close Corporations
Collective Investment Schemes
Control Accounts
Custodians
Foundations & 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 & Nominees
Trusts
Unclaimed Scrip

39
32
168
5
104
43
6
9
21
11
18
8
122
11
2
3 054
226
8
1
29
290
13

0,92%
0,76%
3,98%
0,12%
2,46%
1,02%
0,14%
0,21%
0,50%
0,26%
0,43%
0,19%
2,89%
0,26%
0,05%
72,37%
5,36%
0,19%
0,02%
0,69%
6,87%
0,31%

4 314 033
238 995
81 097 506
737
14 932 612
1 108 137
2 025 927
1 101 792
199 919
180 872
1 805 952
24 150 324
986 907
1 871 434
138 758
5 782 544
28 129 294
372 341
2 449 704
1 269 111
1 139 951
7 667

2,49%
0,14%
46,79%
0,00%
8,62%
0,64%
1,17%
0,64%
0,12%
0,10%
1,04%
13,94%
0,57%
1,08%
0,08%
3,34%
16,23%
0,21%
1,41%
0,73%
0,66%
0,00%

Total

4 220

100,00%

173 304 517

100,00%

Shareholder Spread

Monday, 7 September 2020

Share certificates may not be dematerialised or re-materialised between Wednesday, 1 April 2020 and
Friday, 3 April 2020, both days inclusive.
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Number of
Shareholdings

Distribution of Shareholders

0,24%

3 867 840

2,23%

5
4
1

0,12%
0,09%
0,02%

1 262 737
155 399
2 449 704

0,73%
0,09%
1,41%

Public Shareholders

4 210

99,76%

169 436 677

97,77%

Total

4 220

100,00%

173 304 517

100,00%

Fund Managers With A Holding Greater Than 5%
of The Issued Shares

Number of
Shares

% of issued
Capital

Allan Gray
Prudential Investment Managers
Public Investment Corporation
Bateleur Capital
Coronation Fund Managers

41 722 125
23 612 360
17 486 961
10 280 505
10 280 042

24,07%
13,62%
10,09%
5,93%
5,93%

103 381 993

59,65%

Beneficial Shareholders With A Holding Greater Than 5% Of
The Issued Shares

Number of
Shares

% of issued
Capital

Allan Gray
Government Employees Pension Fund
Old Mutual Group

28 276 152
22 966 022
17 319 976

16,32%
13,25%
9,99%

Total

68 562 150

39,56%

Non-Public Shareholders
Director – Direct Shareholdings
Director – Indirect Shareholdings
Share Schemes

Total

Opening Price 2 January 2019
Closing Price 31 December 2019
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 2019
Earnings yield as at 31 December 2019
Dividend yield as at 31 December 2019
Market capitalisation at 31 December 2019

173 304 517

31 December
2019

– Directors of the Company or any of its
subsidiaries

173 304 517

Beneficial Holders > 10%

Count
–

–

–

Share Schemes

Count

Holding

%

1

2 449 704

1,41

1

2 449 704

1,41

Mpact Ltd Incentive Schemes Trust

%

Count

Direct
Holding

Indirect
Holding

Total

%

1

578 208

–

578 208

0,33

1
1

382 408
231 604

–
–

382 408
231 604

0,22
0,13

3

–

153 883

153 883

0,09

1

61 603

–

61 603

0,04

2

8 914

1 516

10 430

0,01

155 399 1 418 136

0,82

9 1 262 737

Financial statements

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

Holding

Governance

Total number of shares in issue

4 220

173 304 517
66 489 646
38,37%
R1 347 993 933
7,30
13,70
3,92
R2 582 237 303

Non-Public Breakdown

Directors
Total number of shareholdings

R21,01
R14,90
R25,90
R14,20

Sustainability

10

Shareholder Type

Share Price Performance

Operational review

% of issued
capital

Strategic overview

Number of
shares

Company overview

% of total
shareholdings

Introduction

Number of
shareholdings

Administration
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Glossary of terms
The following acronyms and terms are used throughout the Integrated Report.
AGM
Basic EPS
B-BBEE
BEE
BSP
CEO
CFO
CGU
Closing PE ratio
Companies Act
CSI
EBIT
EBITDA
EE
EPS
ESG
Exco
FMCG
FSC
GHG
GJ
GRI
GRSM
HEPS
HR
IAS
IFC
IFRIC
IFRS
IIRC
IPSA
IT/ICT
JSE
King IV
KPA
KPI
KZN
Listings Requirements

120

Annual General Meeting
Earnings for the year attributable to equity holders of Mpact divided by
the weighted average number of ordinary shares in issue during the year
Broad-Based Black Economic Empowerment
Black Economic Empowerment
Bonus Share Plan
Chief Executive Officer
Chief Financial Officer
Cash-generating unit
Market value per share at 31 December divided by HEPS
Companies Act No 71 of 2008
Corporate Social Investment
Earnings before interest and taxation
Earnings before interest, tax, depreciation and amortisation
Employment Equity
Earnings per share
Environmental, social and governance
The Executive Committee
Fast Moving Consumer Goods
Forest Stewardship Council
Greenhouse gas
Gigajoules
Global Reporting Initiative
Group Risk and Sustainability Manager
Headline earnings per share – headline earnings divided by the weighted
average number of ordinary shares in issue during the year
Human resources
International Accounting Standards
Inside front cover
International Financial Reporting Interpretations Committee
International Financial Reporting Standards
International Integrated Reporting Council
Intellectual property
Information Technology/Information Communication and Technology
Johannesburg Stock Exchange Limited
King Report on Corporate Governance for South Africa 2016
Key Performance Area
Key Performance Indicators
KwaZulu-Natal
Listings Requirements of the JSE

MPACT Integrated Report 2019

LTI
LTIP
MD
MOI
Mpact or the Group
Net asset value per share
OCC
Operating profit margin
PAMSA
PDIs
PE
PET
PETCO
PO
POLYCO
PSP
PV
QSR
ROCE
rPET
SABS
SAICA
SHE
SIFR
SR
STI
TGCOE
the Board
the Company
the current year
the next year
the previous year
TSR
underlying earnings
underlying EBIT
underlying operating
profit margin
WCPT

Lost Time Injury
Long-Term Incentive Plan
Managing Director
Memorandum of Incorporation
Mpact Limited and its subsidiaries
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
Old corrugated containers
EBIT as a percentage of revenue
Paper Manufacturing Association of South Africa
Previously Disadvantaged Individuals
Price earnings, market value per share divided by HEPS
Polyethylene terephthalate
The PET Recycling Company
Public Officer
Polyolefin Responsibility Organisation
Performance Share Plan
Photovoltaic
Quick Services Restaurant
Return on Capital Employed
Recycled PET
South African Bureau of Standards
South African Institute of Chartered Accountants
Safety, Health and Environmental
Serious Injury Frequency Rate
Sustainability Review
Short-term incentives
Total Guaranteed Cost of Employment
The Board of Directors of Mpact
Mpact Limited
The financial year ended 31 December 2019
The financial year ending 31 December 2020
The financial year ended 31 December 2018
Total Shareholder Return
Net profit after tax and before special items attributable to equity holders
of the Company
Earnings before interest and taxes and before special items
Operating profit including subsidiaries and joint ventures before special
items as a percentage of revenue
West Coast Paper Traders – a subsidiary company

Introduction

Corporate information

Registered office
4th Floor, 3 Melrose Arch Boulevard, Melrose Arch, Johannesburg, 2196

Auditors
Deloitte & Touche Inc
Deloitte Place, The Woodlands, Woodlands Drive, Woodmead Sandton 2196
Private Bag X6, Gallo Manor, 2051

Transfer secretary
Link Market Services South Africa (Pty) Ltd
19 Ameshoff Street, Braamfontein, 2001
PO Box 4844, Johannesburg, 2000

Commercial bankers
The Standard Bank of South Africa Limited
3 Simmonds Street, Johannesburg, 2001
PO Box 4844, Johannesburg, 2000
Investor relations
Keyter Rech Investor Solutions CC
Fountain Grove, 52nd Street, Hyde Park, 2195
PO Box 653078, Benmore, 2010
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Contacts
Telephone: +27 (0)11 994 5500
Facsimile: +27 (0)11 994 5300
Web: www.mpact.co.za
Group Company Secretary: CorpStat Governance Services Pty Ltd represented by Karen Waldeck
(kwaldeck@corpstat.co.za)

Operational review

Postal address
Postnet Suit #179, Private Bag X1, Melrose Arch, Johannesburg, 2196

Strategic overview

Sponsor
RAND MERCHANT BANK (A division of FirstRand Bank Limited)
1 Merchant Place, Corner Fredman and Rivonia Road, Sandton, 2196
PO Box 786273, Sandton, 2196

Company overview

Mpact Limited
(Incorporated in the Republic of South Africa) Registration number: 2004/025229/06
Share code: MPT
ISIN: ZAE000156501
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Financial statements
Administration
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