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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.”

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.

Financial overview
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.

Group revenue from continuing operations grew 
5.1% to R11.1 billion while underlying operating 
profit of R724 million, decreased by 3.7%. 
Underlying earnings per share were 192 cents 
(2018: 248 cents).

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.

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.

Global containerboard prices decreased substantially 
due to weak demand, paper oversupply and low 
OCC costs in Europe and North America. This 
affected pricing and reduced opportunities for 
exports of containerboard.

Notwithstanding the trading environment, we had 
some notable successes over the past year. 
These included an improvement in our safety 
performance, achieving a Level 1 B-BBEE status, 
and our new innovative packaging once again 
being recognised by enthusiastic adoption by 
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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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.

Operational performance
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%.

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.

During the year we increased our recycling footprint in KwaZulu-
Natal 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.

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.

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 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.

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%.

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

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.

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

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.

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. 

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

Bruce William Strong
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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.

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.

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.

Preserving and growing our 
human capital
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.

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.

Innovation as a strategic 
advantage
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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Outlook for 2020
There is still no indication of any meaningful 
improvement in the South African economy, 
which is aggravated by debilitating power 
outages.

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.

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.

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.

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.

Our key interventions implemented until further 
notice include:

• 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.

• 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.

• 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.

• Banning of international travel and 
restricting local travel.

• 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.

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

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.  

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

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. 

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.

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.

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

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
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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. 

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

John has held the position of 
Managing Director of the Recycling 
division since May 2011. His previous 
role was as the Business Manager for 
Technology Optimisation in the Group. 
He has served as the Executive 
Director of the Paper Manufacturers 
Association of South Africa and has 
more than 25 years’ experience in the 
paper industry. 

Neelin Naidoo (56) 
Executive Committee  
MBA (Herriot Watt University, United 
Kingdom), FCIS, FCMA 

Neelin joined Mpact as the 
Managing Director of Mpact Plastics 
on 1 November 2013. Neelin was 
the CEO of MCG Industries and 
has over 30 years’ experience in 
the packaging industry. He is a 
Director of Polyco and PETCO and 
Executive Committee member of the 
Polystyrene Association. 

Johan Stumpf (52) 
Executive Committee 
BEng (Hons) (Industrial), (University of 
Pretoria) MBA (cum laude)

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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Hugh Michael Thompson 
(54) 
Executive Committee 
BCompt (Hons) (University of 
South Africa), CTA (University 
of South Africa), CA (SA), AMP 
(Harvard Business School) 

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. 

Penny Ntuli (41) 
Management Committee 
MComm (Tshwane University) 

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. 

Noriah Sepuru (48) 
Company Secretary 
FCIBM, ACIS (Wits)

Noriah was appointed Group 
Company Secretary at Mpact on 
1 December 2011. Prior to this, 
Noriah was Company Secretary at 
Jasco Electronics Holdings Limited 
and spent four years at Barloworld 
Limited in various company secretarial 
positions. Noriah 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.

(Noriah passed away 
25 November 2019)

Executive Committee

Management

Executive Director

Ziyaad Carrim (39)
Management Committee

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. 

Georgina Sarah Robinson 
(36) 
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. 
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of recovered paper  
is sold to external 
customers

65%
of recovered paper 
is used internally

Leftover trim and 
cuttings returned to 

Mpact recycling

PRE-CONSUMER  
RECYCLABLES

COLLECT
SORT
BALE

RECYCLING  
SITES

MPACT PAPER MILLS
 
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. 

MPACT PAPER 
CONVERTING
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. 

Paper business

MPACT 
RECYCLING

OUR RECYCLING  
PARTNERS 

•  Collection domes at 
schools, community  
centres and offices 

•  Industrial and 
commercial suppliers

•  Collectors 

•  Buy-back centres and  
country dealers

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

39%

POST-CONSUMER 
RECYCLABLES

35%

30 MPACT Integrated Report 2019



Operational activities

Operation Location Activities

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.

Paper converting

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

Manufacture premium quality corrugated packaging products, 
provide high-graphic printing capabilities and other converted 
paper products primarily. Corrugated customers include 
producers of agricultural, FMCG and other durable and non-
durable goods that use packaging primarily for the protection 
of goods in transit and for point-of-sale display. Around 40% 
of converted paper product customers are in the agriculture 
industry with 60% involved in the FMCG and industrial sectors.

Detpak

(51% held) 

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.

Distributor 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.

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

Strategy and objectives
Mpact’s integrated business model is uniquely focused on closing the loop in plastic and paper packaging 
through recycling and beneficiation of recyclables. Mpact 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. 

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

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. 

Segment revenue (R’m) 
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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.

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).

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).

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.

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 

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. 

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.

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. 

Capital investments were limited to stay-in-
business 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. 

Material risks and opportunities
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.

Material risks Management of these risks
Power supply outages resulting 
in lost working hours and supply 
shortages

• Ongoing communication with Eskom and local municipalities.

• Implement planned load shedding arrangements.

• Shift planning to minimise impact

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

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

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

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.

• 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.

33MPACT Integrated Report 2019

Introd
uction

C
om

p
any overview

S
trategic overview

O
p

erational review
S

ustainab
ility

G
overnance

Financial statem
ents

A
d

m
inistration



 

Plastics business
PRE-CONSUMER  

RECYCLABLES

RECYCLING  
SITES

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

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

MPACT 
RECYCLING

OUR RECYCLING  
PARTNERS 

•  Industrial and 
commercial suppliers

•  Collection domes at 
schools, community  
centres and offices 

•  Collectors 

•  Buy-back centres and  
country dealers

POST-CONSUMER 
RECYCLABLES

10,885
plastic bottles 
supplied to Mpact 
recyclers

tonnes of

COLLECT
SORT
BALE
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Operational activities

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.

*FMCG – Fast-moving consumer goods
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Plastic business continued

Strategy and objectives
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.

Operational performance 
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.

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.

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%. 

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.

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). 

Segment revenue (R’m)* 
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Group revenue contribution (R’m)*

Paper Plastic

22%

78%

* Plastic converting business
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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. 

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.

Material risks and opportunities 
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.

Material risks Management of these risks

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

• Ongoing communication with Eskom and municipalities.

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

• Work additional shifts to manage capacity.

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

• Process and product innovation to enhance competitiveness.

• Explore alternative product offerings.

• Investigate cross-border opportunities.

Volatility of raw material prices and 
lags in pricing recovery.

• Maintain strong and diverse supplier relationships.

• Continuous market monitoring and proactive pricing.

New international and local plastic 
manufacturers entering the market.

• Provide innovative products to a rapidly changing market.

• A focus on exceptional customer service.

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.

• 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.
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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.




