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Mpact’s Integrated Report for the financial 
year ended 31 December 2014 covers 
the activities and performance of the 
Group, which includes Mpact Limited, 
its subsidiaries and associates. It aims 
to provide a balanced, comprehensible 
and complete view of the business by 
reporting on the financial and non-financial 
performance of the Group, thereby 
enabling stakeholders to make an informed 
assessment. 

The report also highlights the opportunities, 
risks and material issues faced by the 
Group in the normal course of business, 
as well as its governance, social and 
environmental responsibilities. Reporting on 
the Group’s triple bottom-line performance 
demonstrates Mpact’s commitment to 
sustainable growth and development.

The report is presented in accordance with 
IFRS, the requirements of the Companies 
Act, the JSE Listings Requirements and 
the principles of King III. The International 
Integrated Reporting <IR> Framework, 
released on 8 April 2014 by the International 
Integrated Reporting Council, has also been 
taken into consideration. This framework 
has been adopted across the world and 
focuses on companies providing relevant, 
reliable, comparable and comprehensive 
information pertaining to their business 
operations and capital employed.

The G4-Guidelines have been followed 
and the GRI Index for 2014 is available on 
the company’s website www.mpact.co.za. 
Mpact has followed the guidelines for the 
GRI Content Index for “In accordance” – 
Comprehensive. 

In terms of paragraph 8.63(a) of the JSE 
Listings Requirements, the Group has also 
published its application of the Chapter 2 
Principles on its website. 

There are no material changes to the 
content of this report compared to the 
2013 Integrated Report, other than a 
greater emphasis on providing additional 
information on the Group’s strategic 
direction, risks and sustainability initiatives 
in an ongoing effort to track best practice.

This year the Risk Management Review 
has been published on the website, and 
is not included in this report.

Scope of the Integrated Report 

DISCLAIMER

The Integrated Report may contain certain forward-looking statements concerning the 
Group’s environment, financial performance, market and other conditions, strategy and 
growth expectations. Such views involve both known and unknown risks, assumptions, 
uncertainties and important factors that could materially influence the actual performance of 
the Group. No assurance can therefore be given that these will prove to be correct and no 
representation or warranty expressed or implied is given as to the accuracy or completeness 
of such views.

This report, for the year ended 31 December 2014, is published in various media. 
An abridged version of certain sections is contained in this report, with the Audited Financial 
Statements, Risk Management Review and Sustainability Review being available on the 
company’s website, www.mpact.co.za. 

ASSURANCE

Mpact’s External Auditor, Deloitte & Touche, has assured the Audited Financial Statements 
and Summarised Consolidated Financial Statements, with a copy of their Independent Audit 
Report on the Summarised Consolidated Financial Statements contained in this report. 

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

Symphony Investor Communications, an accredited empowerment rating agency, has 
provided assurance on the Black Economic Empowerment scorecard for the prior financial 
year-end. The assurance on Mpact’s B-BBEE rating for the year ended 31 December 
2014 was Level 5 Contributor Status (2013: Level 5 Contributor Status). 

Mpact’s Internal Audit function, performed by KPMG, together with assurance provided by 
the Group’s External Auditor, Deloitte & Touche, provides the Board with comfort concerning 
the reliability of the information provided in this report. 

APPROVAL OF THIS INTEGRATED REPORT

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

The Board has accordingly authorised the release of this Integrated Report 2014.

AJ Phillips BW Strong
Chairman Chief Executive Officer
3 March 2015 3 March 2015

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

Noriah Sepuru
Company Secretary
Mpact Limited
Email: NSepuru@mpact.co.za
Tel: +27 (0)11 994 5551

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

Marlize Keyter
Investor Relations Consultant
Keyter Rech Investor Solutions CC
Email: mkeyter@kris.co.za
Tel:  +27 (0)87 351 3810
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UNDERLYING  
OPERATING PROFIT

14.8%
R751 million 

(2013: R655 million)

BASIC UNDERLYING  
EARNINGS PER SHARE

15.3%
269.2 cents 

(2013: 233.5 cents)

TOTAL GROSS CASH 
DIVIDEND PER SHARE

15.0%
92 cents 
(2013: 80 cents)

RETURN ON CAPITAL 
EMPLOYED (ROCE) OF

(2013: 17.3%)

GEARING OF

29.0%
(2013: 28.1%)

REVENUE

11.9%
R8.6 billion 

(2013: R7.7 billion)

OUR MAJOR CAPITAL PROJECTS 

•  Upgrade of the Felixton Mill, in two phases over a four-year 
period, for a total budgeted amount of R765 million 

•   New rPET plant being commissioned in the second half of 2015 
for an investment amount of about R350 million, in partnership 
with the IDC

OUR PEOPLE

•  Number of employees as at 31 December 2014 was 
4,126 people (2013: 3,998 people)

•  Board comprises 71% males and 29% females (2013: 71% 
males and 29% females) 

•  38% (2013: 38%) of Exco consists of PDIs

OUR GOVERNANCE AND RISKS

•  Compliance with King III

•  GRI 4-Index available on the company’s website 

OUR RELATIONSHIPS AND SOCIAL 
INVESTMENT

•  Procurement spent with companies with:

  •  at least 50% black ownership – R1,648 million  
    (2013: R670 million)

  •  at least 30% black women ownership – R195 million  
    (2013: R139 million)

  •   Emerging Micro Enterprises and Qualifying Small Enterprises – 
R668 million (2013: R389 million)

•  CSI expenditure for 2014 was allocated as follows:

  •  33.5% (2013: 35.9%) to Education

  •  22.8% (2013: 25.7%) to Sport

  •  33.7% (2013: 14.7%) to Health Care

  •  9.9% (2013: 23.7%) to Other (Cultural, Environmental, etc.)

•  Social and economic development spend for 2014 was 
R4.6 million (2013: R5.6 million)

OUR IMPACT ON THE ENVIRONMENT

•  Mpact is one of South Africa’s largest collectors of recovered 
paper for recycling. The Group recovered 450,277 tonnes 
(2013: 451,000 tonnes) of waste paper in 2014

•  Upgrades to plant and equipment to reduce air emissions and 
improve energy performance were progressed during the year

•  Approved investment in new rPET plant set to use 29,000 tonnes 
of PET waste per annum to produce about 21,000 tonnes of 
recycled PET per annum, scheduled for completion in 2015

•  ISO certification in place for all plants

2014 at a Glance

 18.1%
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Corporate Profile

Listed in July 2011, Mpact is one of the largest paper and plastics 
packaging businesses in southern Africa, and is listed on the JSE’s 
Main Board in the Industrial – Paper and Packaging sector.  
The Group maintains leading market positions in southern Africa in 
recovered paper collection, corrugated packaging, recycled-based 
cartonboard and containerboard, PET preforms, styrene trays as 
well as plastic jumbo bins. 

Mpact has 32 (2013: 32) operating sites in South Africa, Namibia, 
Mozambique, Botswana and Zimbabwe of which 22 (2013: 22) 
are manufacturing operations. The Group’s entry into Botswana 
follows the acquisition of Pyramid Holdings (Pyramid), effective 
31 December 2014. Pyramid produces paper bags and sacks. 

Approximately 91% (2013: 91%) of Mpact’s sales were to  
locally-based customers for the current financial year. 

As at 31 December 2014, Mpact employed 4,126 people 
(2013: 3,998 employees).

Mpact’s B-BBEE status remains unchanged at Level 5 B-BBEE 
Contributor, as determined by Symphony Investor Communications. 
Mpact is committed to improving its B-BBEE status to maintain a 
competitive rating that is in line with Government regulations and 
requirements. As such, the Group is in the process of implementing 
the Mpact Foundation Trust, the objectives of which are to pursue 
true empowerment of previously disadvantaged stakeholders with 
a focus on broad-based groupings; create a sustainable funding 
structure; and complement existing B-BBEE initiatives whilst 

preserving existing value for current shareholders and materially 
improving Mpact’s B-BBEE ownership credentials. 

The Trust beneficiaries will include Mpact employees and their 
families; emerging entrepreneurs, suppliers and customers directly or 
indirectly involved in the packaging and/or recycling sectors; primary, 
secondary and tertiary education initiatives; other individuals, groups 
of people or entities that operate within the communities in which the 
Mpact Operations Group operates or are identified by the trustees 
from time to time.

Mpact expects to conclude this transaction by the end of June 2015.

During the year Mpact Polymers (Pty) Ltd (Mpact Polymers), a new 
company, was registered. It is 79% owned by Mpact and 21% 
owned by the IDC. Mpact Polymers will operate and own a new 
PET recycling plant. It will form part of the Plastics business, but 
will use the Mpact Recycling infrastructure and network for the 
collection of used PET.

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

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

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

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

4,12632
OPERATING SITES IN 
SOUTHERN AFRICA

WORKFORCE
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Revenue – 31 December 2014

73%

27%

Plastics Paper

Underlying operating pro�t 
– 31 December 2014

84%

16%

Plastics Paper

Mpact is one of the largest paper 
recyclers in South Africa. Recovered 
paper sources include pre- and post-
consumer material sourced through a 
multitude of paper pickup programmes. 

PAPER BUSINESS

The paper manufacturing operations 
produce high-performance, recycled-
based packaging and industrial paper 
grades such as cartonboard and 
containerboard.

The Plastics business manufactures 
a range of world-class plastic 
packaging products for the food, 
beverage, personal care, homecare, 
pharmaceutical, agricultural and retail 
markets, primarily in South Africa. 

PLASTICS BUSINESS

Manufactured products include: 

• PET pre-forms, bottles and jars;

• closures for carbonated soft drinks 
and water;

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

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

• styrene and PET trays, fast food 
containers and clear plastic films. 

The corrugated and converted paper 
products business manufactures 
and sells a comprehensive range of 
premium quality printed and unprinted 
converted corrugated products, 
including board, which Mpact uses to 
manufacture corrugated packaging, 
corrugated boxes, die-cut cases, 
folded glued cases, trays and point-of-
sale displays.

Mpact stated in its Integrated Report 
for 2013 that it was investigating the 
recycling of plastic products and to 
have a solution by 2015. Since then the 
Group has established Mpact Polymers 
and will be commissioning a plastics 
recycling plant focusing on PET in the 
second half of the 2015 financial year. 

While Mpact Polymers will form part 
of the Plastics business, the existing 
recycling facilities and operations will 
be leveraged to collect used PET 
products. 

Corporate Profile (continued)

Mpact has a 51% interest in Detpak 
South Africa, a niche manufacturer 
of paper and board packaging for 
the QSR sector, purchased 51% of 
Pyramid in December 2014. 
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Springs

Paarl

Atlantis

Port Elizabeth

Walvis Bay
Windhoek

East London

Maputo

Nelspruit

Gaborone

Pinetown
Durban

Wadeville

Brits

Brakpan

Tulisa Park
Pretoria Midrand

Johannesburg

Epping
Kuils River

Harare

Felixton
Richards Bay

Parow

Piet Retief

Bloemfontein
(Sales Of�ce)

KEY

Recycling

Corrugated operating sites

Manufacturing Paper Mill

Plastics operating sites

Converted Paper Products  
operating sites

Mpact geographic footprint
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Vision and Values

VISION

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

AS ONE OF SOUTHERN AFRICA’S 
LEADING PAPER AND PACKAGING 
PRODUCERS, MPACT IS 
COMMITTED TO:

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

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

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

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

VALUES

Mpact is differentiated by 
its people who are resolute, 
trustworthy and responsible. 

For the Group’s values in full, please visit www.mpact.co.za
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Investment Proposition

HEPS 2-year CAGR cents

2012 2013 2014
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Underlying Operating Pro�t (R’million)

2011 2012 2013 2014

 2011 2012  2013  2014

HY1
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205 222 236 270

319 363 419 481

524
585

655

751

8.2%

8.6% 8.5%
8.7%

HY1 Margin

Leading paper and plastics  
packaging manufacturer in  

southern Africa an integrated  
paper packaging value chain 

Proven track record of profitable  
growth with an experienced  

management team

Strong financial position to exploit  
growth opportunities

Customer-focused operating structure,  
with the ability to identify and  

implement organic growth projects  
and acquisitions 
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Five-Year Financial Performance History 

31 December   2014 2013 2012 2011 2010

Profit performance            
Revenue R’m 8,617 7,698 6,821 6,281 6,259
Underlying operating profit R’m 751 655 585 517 485
Underlying profit before tax R’m 646 550 466 263 102
Underlying earnings R’m 440 382 313 169 40

Financial position            
Total assets R’m 7,063  6,207 5,837 5,605 5,257
Total equity R’m 3,206  2,884 2,642 2,412 181
Total liabilities R’m 3,857  3,323 3,194 3,193 5,076
Total operating assets R’m 6,299  5,571 5,224 5,005 4,773

Cash flow information            
Net cash from operations before working capital R’m 1,146 1,028 914 765 812
Working capital movements R’m (157) (221) (48) 48 (133)
Capital expenditure R’m 701 387 363 337 269

Ratio and statistics            
Underlying operating profit margin % 8.7 8.5 8.6 8.2 7.8
Basic EPS cents 259.1 232.5 188.5 54.9 –1

Underlying EPS cents 269.2 233.5 191.1 102.9 –1

Basic HEPS cents 262.7 233.3 187.5 54.3 –1

Total dividend per share cents 92.0 80.0 70.0 40.0 –1

Net asset value per share cents 1,953.7  1,762.9 1,615.4 1,470.3 –1

ROCE % 18.1 17.3 16.0 13.8 13.1
Current ratio times 1.3  1.6 1.5 1.3 1.6
Interest cover (underlying EBIT) times 6.2 5.7 4.6 1.6 1.2
Gearing % 29.0 28.1 28.6 35.3 95.7

Stock Exchange statistics2           – 
Market value per share           – 
– At year-end cents 3,675 2,690 1,989 1,499 –
– Highest (year to 31 December) cents 3,999 2,819 2,010 1,542 –
– Lowest (year to 31 December) cents 2,352 1,800 1,400 1,216 –
Closing PE ratio times 14.0 11.5 10.6 27.6 –
Market capitalisation – close R’m 6,031 4,400 3,254 2,459 –
Volume traded (year to 31 December) ’000 63,736 96,225 107,254 102,462 –
Weighted number of shares ’000 163,269 163,510 163,825 164,046 –
Issued shares at 31 December ’000 164,101 163,576 163,576 164,046 –

Note 1: Not calculated, Mpact listed on the JSE on 11 July 2011.

Note 2: The Stock Exchange statistics for the year ended 31 December 2011 contains the JSE information from 11 July 2011 the date of Mpact’s listing on the JSE.

Revenue per geography

South Africa                Rest of Africa                Rest of the world

91%

8% 1%

2014

90%

9% 1%

2013

Employees per geography

South Africa                Rest of Africa

92%

8%

2014

94%

6%

2013
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Strategy and Objectives

Below are the Group’s strategy and objectives laid out according to the three strategic pillars:

Scale Decentralised structure Financial returns

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

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

• Customer-centric
• Responsive
• Accountable 
• Flexible
• Leverage parenting advantage wherever 

possible
• Effectively execute differing strategies or 

even hybrids across business units

• ROCE and profitable growth
• Disciplined capital allocation and 

spending
• Reinvestment and capital allocation 

based on track record
• Stringent and continuous cost 

management 
• Long-term view of investments
• Effective risk management and 

governance  

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 – 
internal and external

• Use of own R&D capabilities where 
feasible

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

• Invest behind management with track 
record

• Reward performance and results and 
appreciate effort 

• Commit resources to proactive training 
and development of staff

Products and geographies
Intimate understanding of the 
value chain Smart simplicity

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

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

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

• Make partnerships work

• Simplify through intimate understanding 
of Mpact’s industry/business

• Understand underlying requirements 
and address key elements to avoid 
superflous volume and structures

• Maintain lean corporate and divisional 
structures 

Specific strategic goals have been developed for the Plastics and Paper businesses and these are set out in detail in the 
respective Operational Reviews. 

Leading market 
positions

Customer-focused 
operating structure

Focus on  
performance
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Approach to Sustainability at a Glance

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 Six Capitals, as set 
out in the International <IR> Framework. 
Mpact’s business model, together with 
the inputs and outputs of each of the Six 
Capitals, are illustrated on pages 32 and 
33 of this Integrated Report.

Mpact’s CSI strategy is aligned with the 
Group’s strategy (as discussed on  
page 11), taking into account potential 
risks (refer to pages 17 to 19) and 
considering the requirements and 
needs of its stakeholders (Mpact’s 
stakeholder engagement is set out on 
pages 14 and 15).

The Group’s endeavours to uphold the 
principles of sustainability, corporate 
governance and social responsibility have 
been recognised by the inclusion of Mpact 
on the JSE SRI Index since November 
2013. Mpact has also made efforts to 
improve sustainability reporting this year 
in line with recommendations made by 
the Integrated Reporting and Assurance 
Services (IRAS) in its Sustainability Data 
Transparency Index (SDTI): A 2014 Review 
of Environmental, Social and Governance 
Reporting in South Africa.

Mpact remains committed to sustainable 
development in each of its businesses by 
adopting leading industry health and safety 
standards; obtaining responsibly-sourced 
raw materials collected; and ensuring the 
business constantly seeks to reduce its 
environmental impact. Specific strategic 
goals have been developed for the Plastics 
and Paper businesses and these are set 
out in the respective Operational Reviews.

MPACT RECYCLING 
COLLECTED

THE SOUTH 
AFRICAN PLASTICS 

INDUSTRY EMPLOYS 
MORE THAN 

PLASTIC PRODUCTS ARE 
LIGHTWEIGHT, WHICH 

TRANSLATES INTO 
FUEL SAVINGS DURING 

TRANSPORTATION.

Their protective properties 
prevent losses due to 
damaged goods and 

their insulating properties 
save energy that would 

otherwise be required for 
heating or air conditioning. 

PEOPLE

60,000  

Recycling plays a big 
part in job creation and 

poverty alleviation – over 

to drive water 
efficiency, recycling 
and reduction of the 

water footprint of 
paper production. 

of paper were 
recovered in  
South Africa 

in 2013.

of paper for recycling  
in 2014.

TONNES

TONNES

THE PAPER 
INDUSTRY INVESTS 

HEAVILY IN R&D

of recovered paper used 
as raw material in paper 
mills, more than half of 

the country’s paper mills 
depend on recycled fibre 

and a number of them use 
it as their only fibre source.

WITH

65% 

are employed  
formally and informally in 

the sector in  
South Africa. 

100,000  
people

Source: www.prasa.co.za

Source: www.prasa.co.za

Source: www.prasa.co.za

Source: www.prasa.co.za

For the comprehensive Sustainability 
Review please refer to www.mpact.co.za

1,2 million 

450,277

Source: Plastics/SA

The South African 
Plastics recycling 
industry consists  

of:

•  210 recycling 
companies;

•   employing around 
5,000 people; and

•  recycles approximately 
242kt of plastics 
annually.

Source: Plastics/SA

Source: Plastics/SA
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How Mpact contributes to the environment, the economy and the society as a whole

4,126
NUMBER OF EMPLOYEES

as at 31 December 2014

(2013: 3,998)

UPGRADES 
TO PLANT 

AND 
EQUIPMENT 

to reduce air emissions 
and improve energy 

performance

New rPET plant set to use

per annum to produce  
about 21,000 tonnes of recycled PET per annum

29,000 
tonnes of used PET

57,112
man-hours

(2013: 64,417 man-hours)

TRAINING AND SKILLS 
DEVELOPMENT

The  

Mpact Mongoose  
Trophy for Excellence in 

Health and Safety

and the  

Mpact Scarab 
Trophy for Excellence 

in Environmental 
Management

5,235
Ml

(2013 5,316Ml)

VOLUME OF  
WATER USED

TJ

5,643
(2013 5,820 TJ)

TOTAL RECORDED  
ENERGY USED

OWNERSHIP BY  
BLACK INDIVIDUALS OF 

MPACT LIMITED

(2013: 8.6%)

9.5%
including ownership of 
2.3% by black women 

(2013: 2.3%) (2013 Level 5)

B-BBEE  
SCORECARD LEVEL

5

ISO 
CERTIFICATION

in place for all plants

SKILLS DEVELOPMENT  
PROGRAMMES OFFERED TO 

APPRENTICE AND 
LEARNERSHIP PROGRAMME

in the fields of legal compliance; safety, health and environment; 
pulp and paper technology; operational skills; leadership 

development; and computer training, among others

with significant progress at  
Felixton and Springs Mills, which 

recycled 87% (2013: 81%) and  
85% (2013: 81%), respectively of their 

residual materials in 2014

3,629
(2013: 3,033 employees)

(2013: 156)
158

individuals supported, of which 
84% (2013: 92%) were from 
previously disadvantaged 

backgrounds

RECYCLING OF  
NON-HAZARDOUS WASTE 

ACROSS MPACT

72%
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Stakeholder Engagement
INTRODUCTION

Mpact supports the ethos of transparent and open communication with its stakeholders as encouraged by King III and the Companies Act 
and views this as critical to its long-term success.

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

The main stakeholders identified by Mpact are: 

EMPLOYEES

Type of engagement
• Newsletters and notices 
• Intranet 
• Staff conferences 

CUSTOMERS

Type of engagement
•  Customer calls

•  Marketing materials 

•  Website 

•  Integrated Report 

•  One-on-one meetings

•  Trade shows 

•  Access to the R&D/Innovation 
Centres 

•  Customer satisfaction surveys

Reasons for engaging 
•  Price negotiations 

•  Quality and service reviews 

•  Product development 

•  Market trends

•  General updates

SHAREHOLDERS AND 
THE INVESTMENT 
COMMUNITY

Type of engagement

•  Annual and interim results 

•  Annual General Meeting 

•  Media releases (including SENS) 

•  Website

•  Integrated Report 

•  Road shows 

•  One-on-one meetings 

•  Site visits

Reasons for engaging 

•  Communication of Group and 
segmental financial performance, 
growth prospects and other pertinent 
information

• Website 
• Results presentations 
• Mpact Tip-Offs*
•  Engagement with relevant  

trade unions 
• Imbizos 
• Meetings
• Appraisals
• Mpact Awards

Reasons for engaging 

• Skills development

• Safe working practices

• Transformation 

• Succession 

•  Business developments and 
performance 

• General updates 

•  The reporting of fraud and other 
related issues

•  Remuneration and performance 
appraisals

• Recognition of work done

INDUSTRY  
ASSOCIATIONS

Type of engagement

•  Committee meetings of various 
industry associations

Reasons for engaging 

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

• Employees

• Customers

• Shareholders and the investment community

• Financial institutions and banks

• Suppliers

*  Mpact Tip-offs is a confidential reporting line available to employees. It is managed by Deloitte & Touche and is therefore independent of the company. For more 

information, please see the 2014 Sustainability Review available on the company’s website, www.mpact.co.za.

• Government institutions and regulatory authorities

• Community organisations

• Trade unions

• Industry associations

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

Type of engagement

• Meetings 

• Site inspections 

•  Direct responses to information 
requests 

• Integrated tax audits (SARS)

• Operating licence applications

Reasons for engaging 

• Water licence applications 

•  Environmental matters such as air 
emissions, waste management, 
electricity usage, etc.

•  Additional tax information and 
reconciliation requests

•  Ensure understanding of industry 
issues

• Funding and tax incentives

COMMUNITY  
ORGANISATIONS SUPPLIERS

Type of engagement

•  Supplier review meetings 

•  Supplier audits 

•  Conferences 

•  Site visits 

•  Award functions 

•  Trade shows 

Reasons for engaging 

•  Pricing, product quality, service and 
product specifications 

•  Product development 

•  Stockholding and security of supply 

•  Safe working practices 

•  General updates

TRADE UNIONS

Type of engagement

•  Bargaining Council meetings 

•  Other regular meetings as agreed 
in recognition and operational 
agreements 

•  Consultations when required

Reasons for engaging 

• Transformation

• Wage negotiations 

•  Health and safety practices 

• Skills development

Type of engagement

• Public forums 

•  Meetings with specific community 
groups and associations

• CSI initiatives

Reasons for engaging 

•  Local community developmental 
projects 

• Education and training 

•  Other matters of concern to 
communities

• Support from the communities

FINANCIAL 
INSTITUTIONS AND 
BANKS

Type of engagement

•  Meetings and conferences on 
economic outlook and forecasts

• Annual and interim results

• Integrated Report

Reasons for engaging 

•  Economic forecasts and funding of 
improvements

•  To increase confidence and trust 
between Mpact and its key financial 
institutions 

•  To reduce the cost of funding and 
extend debt maturity profile

• Refinancing of borrowing facilities
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Value-Added Statement 

  2014 2013
R’m R’m

   

Value created
Value created by operating activities 2,485.9 2,246.9

Revenue 8,617.2 7,697.8
Expenses (6,131.3) (5,450.9)

Finance income 9.7 6.9
Share of associate profit 15.6 9.8

2,511.2 2,263.6

Value distributed (1,778.5) (1,600.3)

Employee salaries, wages and other benefits (1,351.6) (1,236.7)
Payments to providers of finance

Finance costs (130.7) (121.1)
Dividends (119.1) (117.7)

Payments to Government
Taxes  (177.1) (124.8)

(405.8)

Value reinvested (405.6) (383.4)

Depreciation, amortisation and impairment (405.8) (357.8)
Deferred tax 0.2 (25.6)

Value retained
Retained profits (327.1)  (279.9)

(2,511.2) (2,263.6)

Employees                    Financiers                    Government                    Reinvested                    Retained

54%

10%

7%

16%

13%

2014

54%

11%

6%

17%

12%

2013

Value-Added Statement

Revenue per geography

South Africa                Rest of Africa                Rest of the world

91%

8% 1%

2014

90%

9% 1%

2013

Employees per geography

South Africa                Rest of Africa

95%

5%

2014

94%

6%

2013
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Material Issues and Opportunities

MATERIAL ISSUES 

In line with the Group’s approach to improving upon and managing a sustainable business, Mpact appointed a Risk and Sustainability 
Manager, Neil Hunt. He has overall responsibility for overseeing the risk management process. The risk assessment process follows a 
“bottom-up” approach, with the input by each operation assessed by the Risk Management Committee, and then in turn by the Audit and 
Risk Committee. 

In this way, the most critical underlying material risks that the Group faces are identified, and the mitigating actions to reduce these risks are 
assessed. 

The full Risk Management Review for the year ended 31 December 2014 is set out in detail on the company’s website, www.mpact.co.za. 

At the Audit and Risk Committee meeting held on 11 November 2014, the committee approved the table below, which is an extract of the 
major risks as defined in the Group’s risk register. 

Underlying risks and their potential impacts Mitigation actions taken to limit impacts  Status

Prolonged shortages of key raw materials, such as 
containerboard, polymers and fibre, could lead to loss of 
production, alteration of product offerings, or higher costs. 

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

 

Unreliable supply and higher cost of energy and water 
could lead to loss of production and increased costs.

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

 
• Reduction in water consumption is a key performance 

indicator and investment driver, particularly in the paper 
mills. 

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

• Operations have formal planned maintenance 
programmes, which include regular equipment 
inspections, condition monitoring, statutory inspections 
and proactive maintenance programmes. Capital is 
allocated annually to proactively replace or upgrade plant 
and equipment. 

 

• The Group also has machinery breakdown insurance 
cover on critical items of plant.

Risk barometer

UNSATISFACTORY GOOD

WEAK VERY GOOD

SATISFACTORY
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Material Issues and Opportunities (continued)

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

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

 

• All businesses participate in industry collective bargaining 
forums, and have regular interactions with employees 
through formal channels such as transformation 
committees to resolve labour-related matters.

• Apprentices, production trainees and engineering 
graduates are regularly recruited and trained in the 
business to provide a sustainable supply of skilled 
personnel. Bursaries and other study opportunities are 
also offered to employees and school leavers.

• The Group has allowances and other incentives in place 
to retain scarce skills and has an established succession 
planning process. 

• Adherence to health and safety standards are supported 
by several programmes applied across the Group. 

Mpact operates in an uncertain and competitive trading 
environment in which dependence on major customers, 
excess capacity, competitively priced imports and 
subdued growth across the sector could result in reduced 
sales volumes or selling prices and lead to a loss of profits.

• Annual supply agreements are sought with volume 
incentives and competitive pricing.

 

• Mpact places an emphasis on product quality with 
manufacturing sites being certificated to the ISO 9001 
standard. 

• The Group continuously develops alternative domestic 
and export markets to maintain economies of scale.

• Continued development of a diversified product offering 
of both paper and plastic packaging to various market 
sectors.

• Investment in R&D and other innovation through the 
design centres and the Stellenbosch University research 
facility.

• Benchmarking of product performance, cost and quality 
across sectors.

More stringent and changing legislation has the 
potential to increase costs of compliance and risk of 
fines and penalties. Legislation includes, but is not 
limited to, environmental, tax, competition, labour, 
occupational health and safety, employment equity, black 
economic empowerment, land claims and industry-
specific requirements.

• Full-time legal and tax specialists are employed within 
the Group and relevant experts are engaged where 
required.

 

• A comprehensive programme has been implemented 
throughout the business to ensure vigilance and 
adherence to laws and company standards relating to 
health and safety.

• The Group has compiled a regulatory universe to 
prioritise and monitor legal compliance. This includes a 
management booklet on relevant laws and safety, health 
and environmental legal registers. Training of employees 
is also provided where required.

• Internal and external audits are conducted periodically, 
as well as statutory inspections by competent authorities 
where applicable.

• The Group engages with the authorities through the 
relevant industry bodies and other forums to provide 
meaningful inputs into development of relevant 
legislation.

• All the larger manufacturing sites are certificated to the 
ISO 14001 Environmental Management Standard which 
requires environmental legal compliance as a minimum 
standard.

Underlying risks and their potential impacts Mitigation actions taken to limit impacts  Status
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Catastrophic systems failure, fires, floods and breaches 
of ICT 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 include fire risk 
management standards that are applied at all operations 
to prevent fires and ensure quick reaction in the event 
of fire. Operations are audited against these standards. 

 

• Business Continuity Plans have been developed at 
various levels in the business to ensure business 
disruption is minimised in the event of a catastrophe. 

• The Group has a comprehensive insurance programme 
which covers catastrophic loss. 

• The ICT system is designed with redundancy to mitigate 
the risk of complete system failure; system back-ups are 
made on a scheduled basis and a disaster recovery plan 
forms part of ICT’s business continuity planning.

• Continuous improvement in own manufacturing facilities 
to optimise costs and improve product performance.

Responding to the potential Carbon Tax implementation

Government is contemplating implementation of a Carbon Tax as part of its mix of measures to drive carbon emission reductions in line 
with its international commitments. The details of how the Carbon Tax will work are still uncertain as Government is working to develop 
carbon budgets for industries that meet its “Peak”, “Plateau”and “Decline” projections and the Desired Emission Reduction Outcomes are 
being developed for each sector of the economy. The process is complex and time consuming but it is still anticipated that the first five-year 
Carbon Tax strategy may only come into effect in 2016. 

Mpact has responded to this by actively engaging with Government through industry associations to understand and give input to the 
process. Mpact is also taking a close look at its energy and carbon footprint and working to reduce these. Significant progress has been 
made already through various interventions and investments. Mpact is also looking in the longer term at cogeneration and green energy 
options to further reduce its carbon emissions. Mpact launched the Energy Centre of Excellence in 2014 that draws energy experts from 
across the business, as well as external energy specialists together to drive energy reductions and green energy generation options.

Underlying risks and their potential impacts Mitigation actions taken to limit impacts  Status

OPPORTUNITIES

The Group continuously identifies and pursues growth and 
expansion opportunities in order to unlock and create value for 
its stakeholders. 

Various opportunities were identified during the year. The 
Group acquired a 51% interest Pyramid, a paper bag and sack 
manufacturer located in Gaborone, Botswana during the year. 
Although the acquisition is relatively small, it will enhance and 
diversify the Group’s product offering as well as broaden its 
geographical footprint in Africa.

Mpact also remains open to investment opportunities in South 
Africa and further afield in Africa, provided they meet with the 
Group’s risk assessment processes. 

The R765 million-upgrade of Mpact’s Felixton Mill, situated near 
Empangeni in KwaZulu-Natal, to enhance its product offering and 
cost competitiveness in line with global trends and to increase 
capacity, is well underway. Improvements in energy efficiency and 
the mill’s environmental footprint will also be realised. The first 
phase, is expected to be completed on time and within budget 
during the first half of 2015, with the last phase to be completed 
in 2017.

Mpact established Mpact Polymers during the year, and with the 
IDC as 21% shareholder in this business, will be commissioning 
a PET recycling plant in the second half of the 2015 financial 
year. As Mpact is one of the leading waste paper collectors in 
South Africa, the same facilities and operations will be leveraged 
to collect waste PET products. Mpact will require 29,000 tonnes 
of waste PET to produce 21,000 tonnes of rPET annually, which 
will contribute to job creation in the recycling industry, reduce raw 
material costs to some degree and improve Mpact’s, its customers’ 
and the community’s waste PET impact on the environment.

Mpact’s Stellenbosch-based R&D centre ensures that innovative 
product opportunities are continuously being explored and tested 
for corrugated board and cartonboard packaging, which is 
manufactured with a particular emphasis on consumer safety.

Regular refurbishment of machinery and ongoing investment in 
the paper mills and manufacturing plants is undertaken in order to 
improve efficiencies, enhance global cost competitiveness, expand 
output capacity as well as comply with environmental legislation.

Despite the many challenges being faced in the South African 
economy as well as market place, Mpact has a strong market 
position and with the motivated Mpact team believes that there are 
many good opportunities to continue to grow the business and 
unlock stakeholder value.
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Leadership

Mpact has an experienced and representative Board that is 
committed to transformation and a well-balanced management 
team with many years of industry experience and the necessary 
strategic skills.
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Anthony John Phillips (Tony) (68)

CHAIRMAN

BSc (Eng) (University of KwaZulu-Natal)

Tony joined Mpact as an Independent 
Non-executive Director in April 2011. He 
is the Chairman of the Board, Chairman 
of the Nomination Committee and a 
member of the Remuneration Committee. 
Tony was appointed Managing Director 
of Barlows Equipment Co in 1988, and 
Managing Director 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 
PPC Limited. Tony is currently a Director 
of Austro Group Limited, Wasteman 
Holdings (Pty) Ltd (Chairman), Newman 
Lowther and Associates (Chairman), 
Eqstra Holdings Limited, Auxilium 
Africa Consulting and Investments 
(Pty) Ltd, 3 – Cities Mozambique, S.A. 
(Chairman) and Kansai Plascon Africa 
(Pty) Ltd (Vice Chairman). 

Neo Phakama Dongwana (42)

BCom, Post-graduate Diploma in 
Accounting, BCom (Hons) (University of 
Cape Town), CA(SA)

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

Nomalizo Beryl Langa-Royds 
(Ntombi) (53)

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

Ntombi joined Mpact as an Independent 
Non-executive Director in April 2011. 
She is the Chair of the Social and 
Ethics Committee and the Chair of the 
Remuneration Committee. She is also the 
Trustee of Mpact Share Incentive Scheme. 
She has more than 26 years of experience 
in human resources. Ntombi is a Director 
of African Bank Investments Limited and 
Murray and Roberts Holdings Limited.

Timothy Dacre Aird Ross (Tim) (70)

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

Tim joined Mpact as an Independent 
Non-executive Director in April 
2011. He is the Chairman of the Audit 
and Risk Committee and a member 
of the Remuneration and Nomination 
Committees. Tim is also a Trustee of 
the Mpact Share Incentive Scheme. He 
previously (for 37 years) was a Partner 
at Deloitte & Touche, and was the Head 
of Johannesburg Audit, Head of Client 
Services and a member of the Deloitte 
& Touche Executive Committee and 
Board. He is a Non-executive Director of 
Liberty Holdings Limited, Liberty Group 
Limited, Eqstra Holdings Limited, Adcorp 
Holdings Limited, CIDA Empowerment 
(Pty) Ltd and PPC Limited.

Andrew Murray Thompson (57) 

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

Andrew joined Mpact as Non-executive 
Director in October 2004. He is a member 
of the Audit and Risk Committee and of 
the Social and Ethics Committee. He was, 
until recently, a Non-executive Director 
of Adcock Ingram Holdings Limited and 
previously served as the CEO of Mondi 
Limited. He was also an Executive 
Director of Anglo American South Africa 
Limited. 
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INDEPENDENT NON-EXECUTIVE DIRECTORS   EXECUTIVE DIRECTORS 

Bruce William Strong (46)

CEO

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

Bruce joined Mpact as CEO in March 
2009. Prior to this, he was the General 
Manager of the Paper Manufacturing 
division of Mpact. He has more than 
20 years of experience in the paper and 
packaging industry, both locally and in 
Europe.

Brett David Vaughan Clark (50)

CFO

BCom, Post-graduate Diploma in 
Accounting (University of Port Elizabeth), 
CA(SA), CIMA

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

John William Hunt (51)

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 21 years’ experience 
in the paper industry.

Mohlomi Mothobi (48)

BSc (Chemistry) (National University of 
Lesotho), BSc (Chem. Eng.) (University of 
Pretoria), MBA (University of Wales)

Mohlomi is the General Manager: 
Business Development of Mpact. He 
joined the Group in February 2012 from 
Tetra Pak where he worked for 11 years 
as the Projects and Engineering Manager 
for sub-Saharan Africa. Mohlomi’s main 
focus is developing business opportunities 
for Mpact beyond the regions in which the 
Group currently operates.

Hugh Michael Thompson (49)

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

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

Ralph Peter von Veh (63)

Ralph is the Managing Director of the 
Corrugated and Paper Converting 
division. He has been in this position since 
1999, prior to which he was the Regional 
Director of Kohler Corrugated. He has 
more than 35 years’ experience in the 
paper and packaging industry. Ralph was 
elected as President of the Packaging 
Council of South Africa effective 
29 November 2012.

Neelin Naidoo (51)

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

Neelin is the Managing Director of the 
Plastics division, having joined the Group 
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 
past-President of the Packaging Council 
of South Africa.
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COMPANY SECRETARY 

Noriah Sepuru (43)

FCIBM, ACIS

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

Mpact has embarked on exciting capital 
projects to enhance its manufactured and 
natural capital.  

Introduction

Against the background of a subdued 
global and local economy, Mpact has 
maintained its position as one of the largest 
paper and plastic packaging businesses 
on the continent. The year ended 
31 December 2014 was characterised 
by strikes, a weak currency and rising 
import costs in South Africa and has, 
without a doubt, been challenging once 
again. However, there can be no doubt 
that Mpact’s ability to implement cost-
saving initiatives and enhance operational 
performance have allowed it to outperform 
the market in many instances and produce 
solid results.

Human, social and relationship 
capital 

I am pleased to report that no fatalities 
were recorded during the operational year 
and our safety and health programmes 
remain a key priority for all operations. 

The Group’s emphasis on the value of 
human, social and natural capital as an 
integral part of its financial performance 
has provided a stable platform for all its 
stakeholders. Mpact was included in the 

JSE’s SRI Index and continues to enhance 
its reporting on sustainability issues. Mpact 
endeavours to uphold the principles of 
sustainability, corporate governance and 
social responsibility. In part, this is due 
to undertaking stakeholder engagement, 
which is encouraged by King III and 
the Companies Act, while maintaining 
transparency and open communication, 
which is viewed as critical to long-term 
success.

A total of 57,112 man-hours (2013: 64,417 
man-hours) were devoted to training and 
skills development, with Mpact spending 
R4.6 million (2013: R5.6 million) during 
2014 on CSI initiatives. The Mpact B-BBEE 
scorecard currently stands at Level 5 
Contributor Status. We are proud to 
announce our intention to pursue another 
B-BBEE ownership transaction through 
the launch of the Mpact Foundation Trust, 
which we expect to conclude by the 
end of June 2015. The objectives of this 
Trust are to pursue true empowerment of 
previously disadvantaged stakeholders 
with a focus on broad-based groupings; 
create a sustainable funding structure; and 
complement existing B-BBEE initiatives 
whilst preserving existing value for current 
shareholders and materially improving 
Mpact’s B-BBEE ownership credentials. 

Further details of this can be found in the 
Chief Executive Officer’s Report.

Our industry 

The pulp and paper manufacturing industry 
remains a key contributor to the South 
African economy, with an enormous 
investment in local resources, innovation 
and people. The forestry-to-paper value-
add to the local economy in 2014 was 
R18.2 billion or 0.6% of South Africa’s 
GDP. Within this industry Mpact is one of 
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the major players, with manufacturing operations in South Africa, 
as well as in Namibia, Mozambique, Zimbabwe and Botswana.  
As South Africa’s largest collector of recovered paper for recycling, 
the Group recovered 450,277 tonnes of paper in 2014. Paper 
recovery trends in South Africa remain good with a total of 
1,169,296 tonnes, equating to 65% of total recoverable paper, 
being collected for recycling in 2014.

The inability of Eskom to provide sufficient electricity to meet 
industrial and domestic demand is one of the major risks facing 
many companies. Mpact has addressed this risk and has 
disclosed the measures the company is taking to mitigate this 
specific risk in the material issues section of this Integrated Report, 
as well as in the Operational Review.

Capital investment

Capital investment remains the lifeblood of Mpact, and this year’s 
results are testimony to the Group’s constant drive to improve 
the quality of its products, enhance production efficiencies by 
rebuilding or replacing machinery in its operations, and to employ 
experienced people who are passionate about the business. 
Mpact’s capital spend for the year ended 31 December 2014 was 
R701 million (31 December 2013: R387 million), which equates to 
177% of depreciation and amortisation.

The two major capex projects are on time and within budget. 
The R350 million PET recycling plant and the R765 million upgrade 
at the Felixton Mill provide tangible evidence of our commitment to 
exploiting growth opportunities.

Outlook 

The coming year seems likely to be marked by muted consumer 
demand, erratic power supply and a tepid economic outlook in 
South Africa, with real GDP growth expected to be between 2.1% 
and 2.5% in 2015. 

However, I am confident that the Group’s strategy, sustainability, 
risk management and business excellence policies will more than 
meet these challenges under the guidance of Mpact’s experienced 
and motivated management team.

Appreciation 

The performance of Mpact is attributable to the dedication and 
commitment of the management team and staff and I would 

therefore like to thank Bruce Strong and his team for their hard 
work during this challenging period. 

To my fellow Board members, thank you for your support during 
the year – your experience and expertise are always valued.

Tony Phillips
Chairman

3 March 2015
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Chief Executive Officer’s Report

THE YEAR IN PERSPECTIVE

I am pleased to report that Mpact was able 
to show progress on many fronts during 
2014 despite subdued markets and other 
industry-wide challenges. These included 
industrial action across certain sectors, 
escalating input costs and a highly-
competitive trading environment. 

There is no doubt that our ongoing focus 
on implementing our strategy, whilst 
specifically prioritising customer retention, 
cost control, capacity and working capital 
management, contributed to the Group’s 
good results for the year ended 31 
December 2014.

During the year we continued to commit 
capital investment to enable us to 
deliver sustainable returns and meet our 
customers’ requirements. To this end 
we approved over R1 billion for strategic 
capital projects, which progressed 
according to plan. 

The rand was 12.4% weaker versus the 
US dollar compared to 2013, improving 
the relative competitive position of our 
manufactured products compared to 
imported substitutes.

In the Paper business, low economic 
growth may have contributed to lower 
waste paper collections, the effects of 
which were exacerbated by increased 
exports from South Africa. The resulting 
imbalance in supply and demand led to the 
price of waste paper, a key raw material, 
escalating well in excess of inflation during 
the year. 

Other significant input cost increases 
included containerboard, electricity 
and wages. Apple and pear exports, a 
meaningful sector for our Paper business, 
were also severely affected by adverse 
weather early in the season, the effect of 
which was only partially offset by growth in 
other fruit exports. 

Notwithstanding these factors, the overall 
Paper business results were satisfactory.

The Plastics business realised good 
volume growth in certain sub-sectors such 
as bins, crates, preforms and closures. 
This, combined with a number of other 
successful interventions, resulted in an 
encouraging increase in operating profit for 
the period. 

In July 2014, six of our plastics converting 
operations were affected by a four-week-
long, industry-wide strike related to wage 
negotiations. Through various interventions 
during the remainder of the year the 
financial effects directly attributed to strike 
were limited to R6 million. 
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In light of operational requirements and the need to remain 
competitive, we closed the FMCG plastics factory in Robertville, 
Gauteng during November 2014. This regrettably resulted in the 
retrenchment of 62 employees. The Group explored viable and 
sustainable alternatives for the various production lines, resulting 
in the relocation of 35 employees to other Plastics operations. The 
closure is not expected to have a major impact on customers in 
the FMCG sector; however, the Group’s overall performance is 
expected to reflect the benefits of this restructure going forward. 

Polymer prices did not reflect the decrease in oil prices which 
materialised during the second half of the year but are expected to 
do so during 2015.

FINANCIAL OVERVIEW

Revenue of R8.6 billion was 11.9% higher than the comparable 
prior year, driven by higher average selling prices and the inclusion 
of Detpak, which was acquired in September 2013, in the full year 
results.

Underlying operating profit increased by 14.8% to R751 million. 
Due to productivity gains and other cost savings, the operating 
profit margin increased from 8.5% to 8.7%. ROCE, a key metric in 
our business, increased to 18.1% from 17.3% in the prior year.

For the year ended 31 December 2014, special items amounted 
to R23 million attributable to the FMCG Robertville factory closure 
costs. 

Net finance costs of R121 million were 6.0% above the 
comparable prior year due to higher average net debt during the 
year. This was mainly as a result of the funding of large capital 
projects, as well as higher interest rates. 

The effective tax rate of 28.4% was marginally higher than the 
statutory tax rate of 28.0% due to certain expenses not being 
deductible for tax purposes. Tax payments of R167 million were 
made during the year (December 2013: R122-million). As at 31 
December 2014, Mpact had recognised tax losses in Group 
subsidiaries amounting to R263 million (December 2013: R260 
million).

Basic and headline earnings per ordinary share for the year were 
259.1 cents (2013: 232.5 cents) and 262.7 cents (2013: 233.3 
cents) respectively. Underlying earnings per share improved 
by 15.3% to 269.2 cents per share as a result of the increase 
in underlying operating profit and higher profits in associated 
companies, which were partially offset by a higher effective tax 
rate. 

Net debt at 31 December 2014 was R1,303 million, an increase 
of R187 million from the prior year, after capital expenditure of 
R701 million and higher working capital.

The Board declared a final gross cash dividend of 66 cents per 
ordinary share payable on Monday, 20 April 2015. The total 
dividend for the 2014 financial year amounted to 92 cents, a 
15.0% increase from 2013’s total dividend of 80 cents per share.

DIVISIONAL REVIEW

The Paper business revenue for the year was up 12.5% to 
R6.3 billion with external sales volume growth of only 0.9%, 
which reflects lower agricultural and cartonboard sales. The total 
converting sales volumes were in line with the prior year with 
increased exports and Detpak offsetting declines in agriculture 
boxes. The decline in agriculture sales is attributable to an 
18.1% drop in exports of apples and pears. Higher average 
selling prices are attributable to increases implemented during 
the last quarter of 2013 to cover input cost escalation. Underlying 
operating profit increased by 11.9% to R711 million, while the 
operating profit margin decreased to 11.3% (2013: 11.4%) as a 
result of the under-recovery of raw material prices during the year 
under review. 

In the Plastics business revenue increased by 10.4% to 
R2.3 billion, mainly due to an increase of 8.7% in average selling 
prices, which included a product mix variance, and volume 
growth of 1.7%. Underlying operating profit was up by 24.7% 
to R132 million with the underlying operating profit margin also 
improving to 5.6%. 

The Operational Review is set out in detail on pages 34 to 38 of 
this report.

MANAGEMENT CHANGES

On 13 January 2015 Eskom announced the appointment of 
our Group Legal Counsel, Viroshini Naidoo, as a non-executive 
director of their Board with immediate effect. Given the demands 
of her role in the Group and her desire to pursue broader external 
interests, Viroshini decided to resign from Mpact with effect from 
31 March 2015. On behalf of our Executive Committee I would like 
to congratulate Viroshini on this prestigious appointment. We also 
thank Viroshini for her contribution to Mpact and wish her every 
success in her future endeavours. 

Ziyaad Carrim was appointed as Head of ICT with effect from 
1 December 2014. 
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OUR STRATEGY

The three key pillars of our business are our leading market 
positions, our customer-focused operating structure and our focus 
on performance. 

Our strategy is set out in detail on page 11 of the report. We will 
continue looking for opportunities to generate new business and 
grow our market positions in key products and geographical areas. 

We will also continue to consider acquisitions and projects where 
we are able to find value and strategic fit, and significant time and 
effort has already gone into evaluating opportunities for growth 
both locally and in the rest of Africa.

We will remain closely focused on meeting and exceeding our 
customers’ needs and on strengthening our relationships with 
them. To this end we continue to invest in our existing operations 
and our geographic footprint. 

Finally, we will strive to ensure that our interventions and 
investments deliver sustainable returns for our shareholders. In 
dealing with this latter matter, our Sustainability Policy, Code of 
Ethics and the Supplier Code of Conduct provide a blueprint for 
our employees, suppliers and partners to follow so that there is no 
ambiguity in our expectations.

We remain confident in this strategy and will continue to work 
diligently to meet our objectives in the year ahead.

OUTLOOK

The Group’s two major capital projects, the R765 million-upgrade 
of the Felixton Mill near Empangeni in KwaZulu-Natal and the 
R350 million recycled PET plant in Gauteng, are progressing 
according to schedule and within budget. Commissioning of the 
first phase of the Felixton Mill rebuild is scheduled for mid-year and 
the recycled PET project is scheduled to be commissioned during 
the second half of 2015. The final phase of the Felixton rebuild is 
scheduled for completion during 2017.

We are expecting growth to remain subdued in our markets for the 
foreseeable future. Nevertheless we do anticipate some benefits 
to flow from the lower oil price and growth in fruit exports.. The 
restructuring of the FMCG plastics business should also provide 
some benefit during 2015. 

Uncertainty exists regarding continuous electricity supply from 
Eskom and it is difficult to predict the full effect of load-shedding 
on the Group. In the recent past certain operations have 

experienced load-shedding on a number of occasions. In our 
non-continuous operations it is often possible to make up lost time 
utilising overtime and spare capacity, albeit at a higher production 
cost. However, this is not possible in the Group’s continuous 
operations such as the paper mills. The Group has interventions 
in place to reduce the effects of load-shedding and as part of our 
risk management programme, more detailed contingency plans 
are being developed for the unlikely event of prolonged outages 
countrywide. 

Mpact remains cognisant of the risks associated with its 
businesses and endeavours to mitigate these risks where possible. 
The major risks are set out on pages 17 to 19 of this report and 
the Risk Management Review can be viewed on our website, 
www.mpact.co.za.

SAFETY AND HEALTH 

The safety and health of the people working across our business 
remains a key priority. To this end the Group has a comprehensive 
safety and health management system, which includes a 
behaviour-based safety programme aimed at identifying and 
eliminating barriers to safe work behaviour.

Additionally, the Group continues to emphasise the importance 
of safety through the “Hearts and Minds” programme and other 
initiatives aimed at preventing accidents and unsafe incidents. 
Despite these efforts the Group suffered 13 lost time injuries during 
2014 (2013: 8) resulting in a Lost Time Injury Frequency Rate 
(LTIFR) of 0.21 (2013: 0.13).

8%

11.9% 24.8%

TURNOVER IN 2014

OPPORTUNITIES  
FOR GROWTH IN THE 

REST OF AFRICA

PAPER BUSINESS  
UNDERLYING  

OPERATING PROFIT

PLASTIC BUSINESS  
UNDERLYING 

OPERATING PROFIT

to R711 million
(2013: R635 million)

to R132 million
(2013: R106 million)

Over 

R1 billion 
committed to  

strategic growth  
projects during 2014
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PROPOSED B-BBEE INITIATIVE

On 4 March 2014 we announced our intention to 
implement a B-BBEE ownership transaction through 
Mpact Limited’s wholly-owned subsidiary, Mpact 
Operations Proprietary Limited, in terms of which 
it is anticipated that a B-BBEE trust (the Mpact 
Foundation Trust) will subscribe for 10% of the 
ordinary issued shares in Mpact Operations.

On 1 January 2015, Mpact Limited consolidated 
its South African operating assets under Mpact 
Operations. The consolidation of the South African 
operating assets facilitates the implementation of the 
B-BBEE transaction.

Since the exit by the our previous B-BBEE partner, 
Shanduka Packaging Proprietary Limited in October 
2012, the Board has been considering various 
options to re-introduce B-BBEE ownership into the 
Group. The resolution by the Board confirms our 
commitment to broad-based empowerment in South 
Africa, especially in the communities within which we 
operate.

The objectives of the proposed transaction 
are to pursue true empowerment of previously 
disadvantaged stakeholders with a focus on broad-
based groupings; create a sustainable funding 
structure; and complement existing B-BBEE 
initiatives whilst preserving existing value for current 
shareholders and materially improving our B-BBEE 
ownership credentials.

The trust beneficiaries will include our employees 
and their families; emerging entrepreneurs, suppliers 
and customers directly or indirectly involved in 
the packaging and/or recycling sectors; primary, 
secondary and tertiary education initiatives; other 
individuals, groups of people or entities that 
operate within the communities in which the Mpact 
Operations Group operates or are identified by the 
trustees from time to time.

We view the proposed transaction as a flagship 
empowerment initiative and look forward to not only 
continuing with our existing B-BBEE projects, but 
also pursuing new empowerment initiatives that make 
a real difference to people in need.

Mpact 
Foundation (RF) 

(Pty) Ltd
Mpact Limited

Mpact 
Operations (Pty) 

Ltd

Mpact 
Foundation  

Trust

Beneficiaries Beneficiaries

100%

10%90%

Preference 
shares and 
loan

APPRECIATION

I would like to thank the members of our Board for their invaluable 
commitment, support and guidance during the year. The loyalty 
and contribution by my fellow Exco members and all Mpact 
employees played a crucial role in the Group’s performance and 
development for which I am also most grateful. Finally, my thanks 
go to our customers, suppliers, advisers and other business 
partners for their ongoing support of Mpact. 

Bruce Strong
Chief Executive Officer

3 March 2015



PERFORMANCE REVIEW

MPACT INTEGRATED REPORT 2014 31

SUMMARY OF INTEGRATED 
PERFORMANCE AND SIX 
CAPITALS MODEL

Mpact is committed to sustainability principles, which underpin its business strategy, 
financial performance and operations. Management believes that the Group’s leading 
market positions can only be maintained with business practices that are based on 
long-term sustainable development. In order to effect this, Mpact focuses on three 
key elements of sustainability – economic, social and environmental. 

While this report primarily deals with the Group’s financial performance, the Group’s 
Sustainability Review (available on www.mpact.co.za) describes how Mpact 
practices and implements these principles where it has direct influence and impact 
on communities and environments. Mpact’s efforts to uphold the principles of 
sustainability, corporate governance and social responsibility have been recognised 
by the inclusion of Mpact on the JSE SRI Index. 

While Mpact has developed a strong corporate culture of sustainable business 
practice, the Group is not complacent regarding its current performance and 
responsibility, and is dedicated to continuous improvement in sustainability.

Mpact’s integrated business model

Mpact’s business model strives to realise its vision of being a leading business 
with the highest ethical standards and delivering exceptional value for all its 
stakeholders by incorporating the Six Capitals as defined by the International 
Integrated Reporting <IR> Framework.

SECTION HIGHLIGHTS 

Business Model 32

Operational Review 34

– Paper Business 34

– Plastics Business 37
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FINANCIAL CAPITAL
•  Debt
•  Equity including retained 

profits
•  Grants and other 

incentives

MANUFACTURED 
CAPITAL
•  Plant and equipment
•  Manufacturing facilities
•  Recycling infrastructure 

INTELLECTUAL 
CAPITAL
•  Patents
•  Institutional know-how
•  Copyrights and licences
•  Information Systems

HUMAN CAPITAL
•  Training programmes
•  Employee engagement 

initiatives – Imbizo’s; 
in-house magazines

•  Incentive schemes
•  Health and safety 

interventions
•  HIV programmes

SOCIAL AND  
RELATIONSHIP 
CAPITAL
•  Culture and values
•  Community projects and 

involvement
• Suppliers

NATURAL CAPITAL
•  Air
•  Water
•  Land
•  Energy sources

INPUTS

Pine chips

Eucalyptus 
logs

Bought in 
pulp

Bagasse By-products

Bought in 
containerboard

Plastic 
polymers

PLASTIC  
CONVERTING  
OPERATIONS

MISSION AND VALUES

PAPER MILLS

STRATEGY 
AND 

RESOURCES

Business Model

PAPER BUSINESS

PLASTICS BUSINESS

Recycled 
paper

OPPORTUNITIES 
AND RISKS
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OTHER PAPER 
CONVERTING 
OPERATIONS
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Polymers

rPET 
operations
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PET pellets 
and flakes
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OPERATIONS
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FINANCIAL CAPITAL
•  Profits for distribution 

to shareholders and 
reinvestment

•  Financial reports
• Tax payments

 MANUFACTURED 
CAPITAL
 •  Corrugated and other 

paper packaging 
 •  Containerboard, 

cartonboard and waste 
paper sales

 •  Plastic bins and crates
 •  Plastic bottles, jars and 

closures
 •  Trays and films
 •  By-products 

•  Chemicals, sodium 
sulphate and recyclable 
waste (paper and 
plastics) and biomass

 •  Distribution

INTELLECTUAL 
CAPITAL
 •  Brands
 •  Patents
 •  Goodwill
 •  Sustainable competitive 

advantage
 •  Reputation

HUMAN CAPITAL
 •  Motivated and skilled 

workforce
 •  Diversity

 SOCIAL AND  
RELATIONSHIP CAPITAL
 •  Good stakeholder 

relations
 •  Supportive communities 

where lives are enhanced 
by our presence

 •  Community projects and 
involvement

 •  Ethical leading business

NATURAL CAPITAL
•  Beneficiation of recyclable 

raw materials 
 •  Emissions
 •  Water
 •  Generated electricity

OUTPUTS

Containerboard
Cartonboard

Corrugated  
containers 

Other paper  
packaging

Plastic bins and crates 
Plastic bottles, jars and closures 
Trays and films 
Other plastic packaging

Warehousing  
and distribution

Warehousing  
and distribution Customers Consumers

Warehousing  
and distribution

Consumers

GOVERNANCE

PAPER BUSINESS

PLASTICS BUSINESS

PERFOR-
MANCE

FUTURE  
OUTLOOK
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Revenue R’million

2012 2013 2014
0
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Operational Review 

FINANCIAL HIGHLIGHTS 

ACTIVITIES

Mpact’s seven recycling operations 
around the country recovered 450,277 
(2013: 451,000) tonnes of paper in 2014. 
Recovered paper sources include pre- and 
post-consumer material sourced from a 
multitude of paper collection programmes.

Subdued economic growth, possibly 
exacerbated by increased waste paper 
exports, may have contribued to the 
decline in the Group’s collections in 2014. 
Seventy-three percent of the recovered 
paper was consumed internally for 
packaging and industrial paper, with the 
balance sold off to Mondi Shanduka 
Newsprint and other customers.

The recovery and recycling of paper in 
South Africa ensures local beneficiation 
of raw materials and the creation of jobs. 
Relevant statistics in this regard can be 
found on pages 12 and 13 of this report.

In anticipation of the commissioning of the 
new R350 million Mpact Polymers PET 
recycling facility, scheduled for completion 
during the second half of 2015, Mpact’s 
recycling operations have begun recovering 
used PET, mainly in the form of bottles.  
The collected bottles will be sorted 
and baled by Mpact Recycling and 
subsequently sold to Mpact Polymers, 
which forms part of the Plastics business.

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

Approximately 28% of the products 
manufactured by the Group are consumed 
internally by Mpact’s corrugated and 
converted paper products business in the 
production of corrugated board. 

The balance is sold to other converters. 
The Group’s main markets for packaging 
and industrial paper include corrugated 
board and box producers and other 
containerboard converters. 

Mpact also has exclusive distribution 
rights to sell the ProVantage Baywhite™, 
a premium quality white top kraftliner 
produced by Mondi, in sub-Saharan 
Africa. Cartonboard is sold to folding 
carton converters and other producers 
of industrial products, as well as for other 
uses such as the manufacture of cards and 
book covers.

PAPER BUSINESS
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The containerboard produced averages approximately 35% 
hardwood, softwood and bagasse pulp and 65% recycled fibre-
based pulp. The upgrade of the Felixton Mill, discussed in detail in 
the case study to this section, will eliminate the mill’s dependence 
on bagasse.

All three mills carry the ISO 14001 and ISO 9000 accreditation 
as well as the Forest Stewardship Council (FSC) mixed-source 
accreditation. This emphasises the responsible management of 
raw materials throughout the product lifecycle of Mpact’s products, 
ensuring the reuse of wood fibre-based raw materials and 
preventing waste paper from entering landfill sites. In line with this, 
virgin pulp used in the white-lined products is also sourced from 
FSC-accredited mills.

The top 10 external paper manufacturing customers represented 
approximately 69% (2103: 59%) of paper manufacturing external 
sales in 2014, with around 10% (2013: 7%) of the products 
produced being exported, mainly to other African countries.

The corrugated and converted paper products business 
manufactures premium quality corrugated packaging products, 
provides high-graphic printing capabilities and most recently, 
converted paper products primarily for the QSR sector. 

The business has maintained its leading market position 
through regular improvements to the products it supplies and 
by focusing on investments in modern technology, training and 
customer relationship management. It comprises 13 converting 
plants, nine in South Africa, one in Mozambique and two in 
Namibia. On 31 December 2014, Mpact acquired a 51% interest 
in Pyramid, a paper bag and sacks manufacturing plant in 
Gaborone, Botswana and this is the 13th site.

Included in this business is Detpak South Africa, which offers an 
extensive range of paper and board packaging solutions including 
cups, lids, cartons, bags, napkins, trays and clam shells for the 
QSR sector. As mentioned, Pyramid manufactures paper bags for 
maize products, sugar and flour, as well as sacks for charcoal  
and cement.

Corrugated customers include producers of agricultural, FMCG and 
other durable and non-durable goods that use packaging primarily 
for the protection of products in transit and for point-of-sale display, 
while converted paper product customers are mainly in the QSR 
industry. 

The top 10 corrugated packaging and converted paper products 
customers represented approximately 26% (2013: 29%) of the 
external corrugated packaging and converted paper products sales 
in 2014.

RESULTS FOR 2014 

The Paper business posted revenue growth of 12.5% to 
R6.3 billion, underlying operating profit growth of 11.9% to 
R711 million while the operating profit margin decreased slightly 
to 11.3% as a result of the under-recovery of raw material prices, 
most notably waste paper and purchased containerboard. Total 
converting sales volumes were in line with the prior year with 
increased exports and Detpak offsetting declines in agriculture 
boxes. The decline in agriculture sales is attributable to the 18.1% 
drop in exports of apples and pears. 

The recycling operations performed well and were able to 
maintain fibre supply to the paper mills despite the competitive 
environment. The paper mills delivered a solid performance given 
the constrained market conditions and downtime as a result of 
interruptions to power supply. Notwithstanding this, the Felixton 
Mill had a record production year with the Piet Retief and Springs 
Mills’ production meeting expectations. 

The corrugated and converted paper products business’ results 
were impacted by the decline in agricultural sector volumes, 
specifically apples and pears, as a result of poor climatic 
conditions in the Western Cape. Through cost savings and 
efficiency improvements as a result of the investment in new 
converting equipment in three plants and stringent cost control, 
the effect on profit of the loss in volumes was offset. Saleable 
production of 423 million m2 of corrugated packaging was 
achieved in 2014 (2013: 432 million m2). The combined sales 
of recycled containerboard and cartonboard for the year ended 
31 December 2014 was 416,325 tonnes (2013: 415,950 tonnes).

STRATEGY AND OBJECTIVES

The recycling business plays an essential role in the paper packaging 
value chain as it allows for input cost management and security of 
supply for the paper manufacturing business. As mentioned, Mpact 
has started to implement its strategy of expanding its recycling 
operations into plastic recycling. The paper recovery rate in South 
Africa was 62% in 2013 (2012: 59%), well ahead of global recovery 
rates of 56%. Despite a drop-off in paper collections in 2014 due 
primarily to the subdued economy and the pursuant decline in 
consumer spending, there are still growth opportunities in the 
recycling business, with parallel advantages to the environment. 

Through ongoing investment in plant and equipment by the 
corrugated and converted paper products business as well as the 
paper manufacturing business, Mpact strives to maintain its leading 
market positions through the improvement of both quality and design 
of products, systematically increasing production efficiency as well as 
improving the impact on the environment. 

UNDERLYING  
OPERATING PROFIT

11.9%
to R711 million 

(2013: R635 million)

REVENUE

12.5%
to R6.3 billion 

(2013: R5.6 billion)
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Paper Business (continued)

The Felixton Mill upgrade project

The Felixton Mill, situated near Empangeni on the KwaZulu-
Natal North Coast, was established in 1953. Since then it has 
been transformed through several phases of development and 
investment. The mill currently produces containerboard for local 
and export markets utilising waste paper and bagasse, a fibre 
residue of sugar cane, as primary raw materials.

It is currently being transformed through a R765 million 
investment aimed at producing advanced lightweight 
containerboard to cater for the increasing demand for 
packaging weight reduction. In addition to the enhanced 
product offering, this significant investment in the latest 
paper machine technology and machinery will improve the 
mill’s overall competitiveness, with significant improvements 
expected in energy and operational efficiencies.  
On completion of the project the mill will no longer utilise 
bagasse fibre in its products.

The upgrade, which is scheduled to be completed by the end 
of 2017, will also result in a 60,000 tonne increase in the mill’s 
design capacity to 215,000 tonnes.

Over the past two decades the Felixton Mill has done a 
tremendous amount of work to reduce its environmental 
footprint, with the following achieved since 1995. 

Parameter % reduction

Total energy 36
CO2 39
Total water 66
Total suspended solids (Wastewater) 81
Solid waste 76

Opportunities 

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

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

• Acquisition opportunities in converted paper products, 
such as Pyramid.

Material risks Management of these risks

Source of recovered  
paper declining 

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

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

• Investing in Mpact’s plants 
and equipment to improve 
the quality of products, 
flexibility and capabilities

Eskom power supply 
outages resulting in 
lost working hours 
and supply shortages

• Ongoing communication 
with Eskom and 
municipalities

• Working different shifts to 
manage capacity

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

• Consistently delivering 
smarter, sustainable 
solutions to customers

Awards

During the year, the corrugated and converted paper products 
business won two awards from Famous Brands, being voted both 
“Supplier of the Year” as well as “Packaging Supplier of the Year”, 
a fantastic accolade from one of South Africa’s most prestigious 
QSR brand management companies.

Sustainability

The social and environmental initiatives undertaken by the 
Paper business are set out in the Sustainability Review, which is 
available on the company’s website, www.mpact.co.za. Included 
in the review are product initiatives and accreditations of all the 
manufacturing operations.

Industry associations

• Paper Recycling Association of South Africa (PRASA)

• Paper Manufacturing Association of South Africa (PAMSA)

• Packaging Council of South Africa (PACSA)

• Printing South Africa – Statutory Council

• Institute of Packaging

RISK AND SUSTAINABILITY

Specific risks and opportunities

The overall key risks and opportunities for the Group are set out 
pages 17 to 19 of the Integrated Report. 

However, the major risks that could specifically influence the Paper 
business and which are managed on a continuous basis are set 
out in addition to the Group’s overall risks.
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During 2014, Mpact converted 89,198 
tonnes (2013: 89,912 tonnes) of plastics, 
including 1.3 billion (2013: 1.3 billion) 
preforms, jars and PET bottles. 

The Plastics business has two sites, in 
Paarl, Western Cape, and in Harare, 
Zimbabwe which produce styrene trays, 
fast food containers and clear plastic films. 
PET trays are produced at the Paarl site, 
as well as in Alberton on Gauteng’s East 
Rand. Large injection moulded plastic 
jumbo bins for the agricultural market, 
environmental wheelie bins and plastic 
pallets and crates are produced at the 
Group’s plants in Atlantis in the Western 
Cape and Brits in Gauteng.

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

As previously mentioned, the plant in 
Robertville, East Rand (Gauteng), was 
closed down in light of operational 
requirements and the need to remain 
competitive. Discussions with employees 
and their union representatives regarding 
the closure regrettably resulted in the 
retrenchment of 62 employees. The Group 
explored viable and sustainable options for 
both the blow moulding and the injection 
blow moulding departments of the factory 
and as a result 35 people were transferred 
to other Plastics operations. The closure 
is not expected to have a major impact 
on customers in the FMCG sector, but will 
contribute positively to the Group’s overall 
performance going forward.

The Plastics business continues to source 
raw materials from a number of South 
African and international suppliers. 

The top 10 plastics customers represented 
36% (2013: 36%) of the Plastics business’ 
sales in 2014.

PLASTICS BUSINESS

FINANCIAL HIGHLIGHTS 

ACTIVITIES

Mpact remains one of the leading 
producers of rigid plastic packaging in 
southern Africa. The Group’s Plastics 
business manufactures a range of 
plastic packaging products for the food, 
beverage, personal care, homecare, 
pharmaceutical, agricultural, environmental 
and retail markets primarily in South 
Africa. As previously mentioned, the 
Plastics business now also includes Mpact 
Polymers for the recycling of PET.

Manufactured products include: 

• PET preforms, bottles and jars;

• closures for carbonated soft drinks and 
water;

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

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

• styrene and PET trays, fast food 
containers and clear plastic films. 

Revenue R’million
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Mpact Polymers

The PET recycling plant in Wadeville is progressing well and is 
scheduled to be commissioned during the second half of 2015. 
The newly-formed company is owned by Mpact (79%) and the 
IDC (21%). The plant will process about 29,000 tonnes of recycled 
PET waste a year, generating 21,000 tonnes of recycled PET, and 
saving some 180,000m3 of landfill space each year.

RESULTS FOR 2014 

In the Plastics business, revenue increased by 10.4% to 
R2.3 billion, underlying operating profit was up by a satisfactory 
24.8% to R132 million with the underlying operating profit margin 
also improving to 5.6%. Sales volumes measured in tonnes 
were 1.7% higher than the prior period, with good volume 
growth in bins, crates, preforms and closures partially offset by 
a decline in the FMCG business, which was down 12.4% due 
to rationalisation. Trays and films volumes were in line with the 
prior year despite subdued market conditions. Average prices 
in plastics increased by 8.7%, only partially offsetting higher 
polymer prices, which continued to escalate during the first half of 
the year but levelled out in the second half. The industrial action 
was most felt in the Plastics business, where the direct financial 
cost of the industry-wide strike, that affected six operations, was 
reduced to approximately R6 million by year end through various 
interventions. During November 2014, the loss-making Robertville 
FMCG Plastics’ operation was closed, with certain lines relocated 
and others decommissioned. This formed part of the broader 
restructuring of the FMCG business aimed at addressing changing 
operational requirements and improving competitiveness. The total 
cost of R23 million associated with the closure has been disclosed 
as a non-recurring special item.

STRATEGY AND OBJECTIVES

The potential for growth in the Plastics business continues as 
producers continue to substitute packaging materials such as 
glass and metals with rigid plastics. 

The rationale behind the establishment of Mpact Polymers is 
to beneficiate plastic waste streams in an economically viable 
manner. It is anticipated that this will be achieved utilising Mpact 
Recycling’s extensive network to collect, sort and bale waste 
plastics which will then be processed by Mpact Polymers into 
reusable raw materials. These raw materials will then be used in 
the production of new plastic packaging products such as those 
produced by Mpact’s plastics converting operations.

Mpact continues to assess acquisition and growth opportunities in 
this sector, organically and through optimisation and new projects, 
such as the PET recycling plant project.

RISK AND SUSTAINABILITY

Specific risks and opportunities 

The overall key risks and opportunities for the Group are set out 
pages 17 to 19 of the Integrated Report. 

However, the major risks that could specifically influence the 
Plastics business and which are managed on a continuous basis 
are set out below in addition to the Group’s overall risks:

Material risks Management of these risks

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

• Strong supplier 
relationships

• Continuous market 
monitoring and proactive 
pricing

Multinational FMCG 
plastic container 
manufacturers 
entering the local 
market

• Enhance competitvness 
through optimisation 
programmes and 
investment

• Exploring alternative 
product offerings

• Investigating cross-border 
opportunities

Eskom power supply 
outages resulting 
in lost working 
hours and supply 
shortages

• Ongoing communication 
with Eskom and 
municipalities

• Working different shifts to 
manage capacity

Opportunities 

• Investment in Mpact Polymers, a plastic recycling 
process plant to produce rPET.

• Acquisition and other expansion opportunities. 

• Additional exports into the rest of Africa.

Sustainability

The social and environmental initiatives undertaken by the 
Plastics business are set out in the Sustainability Review, which is 
available on the company’s website, www.mpact.co.za. Included 
in the review are product initiatives and accreditations of all the 
manufacturing operations.

Industry associations

• PETCO

• Plastics SA

• Polystyrene Packaging Council

Plastics Business (continued)

UNDERLYING  
OPERATING PROFIT

24.8%
to R132 million 

(2013: R106 million)

REVENUE

10.4%
to R2.3 billion 

(2013: R2.1 billion)
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Corporate Governance Report 

COMMITMENT AND 
APPROACH TO CORPORATE 
GOVERNANCE

The Board endorses and accepts full 
responsibility for the application of 
corporate governance principles within the 
Group. In discharging this responsibility, 
the Board ensures that effective corporate 
governance is practised consistently 
throughout the Group by complying with 
the requirements of King III, the JSE 
Listings Requirements and the Companies 
Act, in both letter and spirit. 

The Audit and Risk Committee, the 
Remuneration and Nomination Committees 
as well as the Social and Ethics Committee 
also fulfil key roles in ensuring good 
corporate governance is practised 
throughout the Group.

The International Integrated Reporting 
<IR> Framework, released on 8 April 2014 
by the International Integrated Reporting 
Council, has been taken into consideration 
when preparing this Integrated Report. 
This framework has been adopted across 
the world and focuses on companies 
providing relevant, reliable, comparable 
and comprehensive information pertaining 
to their business operations and capital 
employed. 

INTEGRATED REPORTING

Mpact has followed integrated reporting 
standards in line with the recommendations 
of King III and the JSE Listings 
Requirements, as well as the International 
Integrated Reporting Framework as 
mentioned above. The content of this 
Integrated Report is, where relevant and 
possible, written according to the G4 
Guidelines, which is available on Mpact’s 
website, www.mpact.co.za.

KING III, COMPANIES ACT AND 
JSE LISTINGS REQUIREMENTS

In terms of paragraph 8.63(a) of the JSE 
Listings Requirements, the Group has 
published its application of King III on its 
website. There are no material changes 
to the content of this report compared 
to the 2013 Integrated Report, other 
than a greater emphasis on providing 
supplementary information on the Group’s 
strategic direction, risk and sustainability 
initiatives. This includes supplying 
additional environmental information.

Snapshot of King III application 

The snapshot of the Group’s application of 
King III reflecting the Group’s governance 
implementation and compliance status can 
be found on the following page. 

The remainder of the report provides more 
detail regarding the Group’s application of 
good governance principles in accordance 
with the JSE Listings Requirements and 
application is outlined in the Mpact King III 
Application Register, available on  
www.mpact.co.za. 
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GOVERNANCE AND SUSTAINABILITY

Summary report (current review)

ETHICAL LEADERSHIP AND CORPORATE 
CITIZENSHIP 

Ethical leadership

The Group has a set of defined values, ratified by the Board, 
which it adheres to. These values are incorporated into its Code of 
Ethics. The Code of Ethics is reviewed and endorsed by the Board 
and management on an annual basis to ensure that the company 
remains differentiated by people who are resolute, trustworthy and 
responsible. 

Mpact’s standards of integrity and ethics in dealing with suppliers, 
customers, business partners, stakeholders, Government and 
society at large is outlined in the Code of Ethics, as well as in 
the Mpact Supplier Code of Conduct, the latter being formalised 
during 2014. Every employee is expected to subscribe to the 
Code of Ethics.

Stakeholders

Mpact promotes an inclusive approach to governance and takes 
account of the impact of its operations on both internal and 
external stakeholders. Mpact’s approach to corporate governance 
strives to include all these groupings, and is based on good 
communication and is integrated into every aspect of the business. 

The details pertaining to stakeholder engagement are set out on 
pages 14 and 15 of this report. 

Environment

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 
Six Capitals, as set out in the International Framework. Mpact’s 
business model, together with the inputs and outputs of each 
of the Six Capitals, are illustrated on pages 32 and 33 of this 
Integrated Report.

Mpact’s CSI strategy is aligned with the Group’s strategy (as 
discussed on page 11), taking into account potential risks 
(refer to pages 17 to 19) and considering the requirements and 
needs of its stakeholders (Mpact’s stakeholder engagement is 
set out on pages 14 and 15).The Group’s endeavours to uphold 
the principles of sustainability, corporate governance and social 
responsibility have been recognised by the inclusion of Mpact 
on the JSE SRI Index since November 2013. Mpact has also 
made efforts to improve sustainability reporting this year in line 
with recommendations made by the Integrated Reporting and 
Assurance Services (IRAS) in its Sustainability Data Transparency 
Index (SDTI): A 2014 Review of Environmental, Social and 
Governance Reporting in South Africa.

Registration number: 2004/025229/06

Run Time: 4/3/2013 10:22

Source: Governance Assessment Instrument (GAI) – Institute of Directors

Board composition  AAA
Remuneration  AAA
Governance office bearers  AAA
Board role and duties  AAA
Accountability  AAA
Performance assessment  AAA
Board committees  AAA
Group Boards  AAA

OVERALL SCORE

APPLICATION METER

Status category SCORE

WEIGHTING GRAPHIC

AAA – Highest application
AA  – High application
BB  – Noteable application
B  – Moderate application
C  – Application to be improved
L  – Low application

AAA 100%

Board composition  

Remuneration  

Governance office bearers  

Board role and duties  

Accountability  

               Performance assessment  

Board committees  

          Group Boards    

Applied Not appliedExplained and compensated for

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

The full details are set out in the Sustainability Review which is on 
the Mpact website (www.mpact.co.za).

Fraud and illegal acts 

The Group does not tolerate fraudulent behaviour and illegal acts. 
A whistle-blowing facility is in place and incidents are reported to 
and monitored by the Audit and Risk Committee. The Code of 
Ethics, as well as the Supplier Code of Conduct, outline company 
norms and expected behaviours when dealing with fraud and 
illegal acts.

BOARD OF DIRECTORS

Board practices

The Board is ultimately responsible for the Group’s business, 
approval of the strategy and key policies and is the focal point and 
custodian of corporate governance at Mpact. It is also responsible 
for approving the Group’s 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 and 
there is an agreed procedure for this.

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 seven directors, two of whom are executive 
directors, the CEO and CFO. The remaining five directors, two of 
whom are women, are all independent non-executive directors, 
including the Board Chairman. 

The Nomination Committee reviewed the composition of the 
Board and committees of the Board in accordance with King III 
recommendations and it considered the number of directors, 
the collective knowledge, skills and experience required for 
conducting the business of the Board. The Board has confirmed 
its satisfaction with the composition of the Board and the 
committees. 

Role and function of the Board

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

Responsibilities of the Board

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

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

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

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

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

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

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, outlined in the Board Policy on Directors’ 
appointments, which includes the identification of suitable 
members and performance and background checks prior to 
nominations. Director appointments are formalised through an 
agreed contract of service between the company and the director.

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. Generally, directors have been and will 
be 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.

There were no changes to the Board during the 2014 financial year.

Succession planning

Succession for the CEO, Chairman and senior management 
is reviewed annually by the Nomination Committee. 
Recommendations are made to the Board as required.

Rotation of directors

In terms of the MOI, 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. Amongst other matters, the Board 
considers the performance of each director due for re-election 
at the Annual General Meeting and makes an appropriate 
recommendation to shareholders in this regard. 

Independent directors

The Board applies the principles contained in King III and the 
Companies Act guidelines to determine independence of 
directors. The Remuneration and Nomination Committees 
reviewed the independence of all non-executive directors 
using the guidelines recommended by King III, JSE Listing 
Requirements and the Companies Act. 

The independence of Mr AM Thompson was rigorously reviewed 
by the Board. The Board acknowledged that Mr AM Thompson’s 
initial date of appointment recorded with CIPC is 21 October 2004 
as the Director of Mondi Packaging Proprietary Limited (“Mondi 
Packaging”), a subsidiary company of Mondi Limited. His statutory 
appointment was made before Mondi Packaging was demerged 
from Mondi Limited. The entity was then converted from a private 
to a public company and the name changed to Mpact Limited.

Mpact’s initial Board, including AM Thompson, was only appointed 
with effect from 21 April 2011 in line with the non-executive 
directors’ letter of appointment signed by all directors.

The Board confirms the assessment results of Mr AM Thompson’s 
review, and also affirms that there are no relationships or 
circumstances likely to affect, or appear to affect, his judgement. 
The Board is also satisfied that AM Thompson’s independence of 
character and judgement is not in any way affected or impaired by 
the length of service.

Composition of the Board

Executive               Non-executive Female non-executive          Male non-executive Black non-executive         White non-executive

29%

71%

29%

71% 60%

40%
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Board and Committee performance evaluation

Mpact undertakes an annual Board evaluation, as recommended 
by King III. The Board adopted a policy to have an external service 
provider assess its performance after every three years for good 
practice. During the year under review, the evaluation process was 
conducted by Honey Lane Strategic Advisors. The performance 
evaluation process comprised an organisational, Board, 
committee, peer and Chairman review. 

The results of the assessments were presented to the Board as a 
whole and the performance assessment indicated that the Board 
and the Board Committees were performing their duties and 
responsibilities effectively.

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

Strategic planning

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

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

Conflict of interest

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

Directors do not vote on any matter in which they have an interest 
and they are recused from any meeting when such matters are 
discussed.

Share dealings

The Group has adopted a share dealing policy requiring all 
directors, management and the Company Secretary to obtain 
prior written clearance from either the Chairman or the Company 
Secretary to deal in the company’s shares. The Chairman of the 
Board will in turn require prior written clearance from the Chairman 

of the Audit and Risk Committee. Closed periods (as defined in 
the JSE Listings Requirements) are observed as required. During 
these periods, the directors, management and employees are 
not permitted to deal in the company’s securities. Additional 
closed periods are enforced when the Group commences with 
a corporate activity and where a cautionary announcement 
(as defined in the JSE Listings Requirements) is published.

Legal compliance

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

Company Secretary

Noriah Sepuru is the Company Secretary, duly appointed by the 
Board in accordance with the Companies Act. She 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 on 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. The Company Secretary ensures 
that, in accordance with pertinent laws, the proceedings and 
affairs of the Board and its members, the company itself and, 
where appropriate, the owners of securities in the company are 
properly administered. 

During the year under review, the Board conducted an evaluation 
of the Company Secretary’s effectiveness, qualification and 
experience. Noriah has held a position of Company Secretary 
for ten years (three of which have been at Mpact) and has the 
requisite knowledge and experience to fulfil her duties and 
responsibilities. Details of her qualification are set out on page 23 
of this Integrated Report. Noriah maintains an arms-length 
relationship with the Board as she acts independently from it. 
The appointment and removal of the Company Secretary is a 
matter for the Board as a whole. 

The Company Secretary’s Certificate is set out on page 64 of the 
Integrated Report.
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Meeting attendance register

The table below indicates the attendance of Board members at scheduled meetings during the period March 2014 to March 2015.

      Remuneration  Social and 
    Audit and Risk and Nomination  Ethics
Director Board Committee Committees Committee

AJ Phillips* 4/4# 4/4 (invitee) 4/4# 4/4 (invitee)
BW Strong 4/4 4/4 (invitee) 4/4 (invitee) 4/4 (invitee)
BDV Clark 4/4 4/4 (invitee) N/A N/A
NP Dongwana* 3/4A 4/4 N/A 4/4
NB Langa-Royds* 4/4 N/A 4/4# 4/4#

TDA Ross* 4/4 4/4# 4/4 N/A
AM Thompson* 4/4 4/4 N/A 4/4

* Independent Non-executive Directors
# Chairperson
N/A Not a member of the committee
A Apologies

Delegation of authority

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. The committees assist the Board 
in discharging its responsibilities. This assistance is rendered in 
the form of recommendations and reports submitted to the Board 
meetings, ensuring transparency and full disclosure of committees’ 
activities. Each committee operates within the ambit of its 
defined terms of reference, which set out the composition, roles, 
responsibilities and delegated authority. 

BOARD COMMITTEES

The Board has several committees in which non-executive 
directors play a pivotal role. The responsibilities delegated to the 
committees of the Board are formally documented in the terms 
of reference for each committee, which have been approved by 
the Board and are updated from time-to-time to keep abreast of 
developments in law and best practice in governance.  
There is transparency and full disclosure from Board committees 
to the Board. The committees’ Chairs provide the Board with a 
verbal report on recent committee activities and the minutes of 
committee meetings are available to the Board. The committees 
meet at least four times a year.

BOARD

SOCIAL AND  
ETHICS COMMITTEE

REMUNERATION  
AND NOMINATION  

COMMITTEES

AUDIT AND  
RISK COMMITTEE

EXCO
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AUDIT AND RISK COMMITTEE 

Composition

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

Role and function of the Audit and Risk Committee 

The Audit and Risk Committee provides the Board with additional 
assurance regarding the quality and reliability of financial 
information used by the Board and the financial statements for the 
Group. In addition, it considers and confirms to the shareholders 
of the appropriateness of the expertise and experience of the CFO. 
Furthermore, the committee reviews the composition, experience 
and resources of the finance function. In addition, the Audit and 
Risk Committee reviews the internal control systems, the financial 
control systems, the accounting systems, reporting on the Internal 
Audit function and sets the Group’s policy on non-audit services 
provided by the Internal and External Auditors. It also liaises with 
the External Auditor, monitors compliance with legal requirements, 
ensures management addresses any identified internal control 
weakness, assesses the performance of financial management, 
approves internal and external audit fees, budgets, plans and 
performance, and conducts an annual review and assessment of 
the business risks the Group faces. 

The approval of the Integrated Report is also the responsibility 
of the Audit and Risk Committee. The committee members are 
appointed annually by the shareholders at the Annual General 
Meeting. 

Responsibilities of the Audit and Risk Committee

The committee’s role and responsibilities include its statutory 
duties and further responsibilities assigned to it by the Board. The 
responsibilities of the Audit and Risk Committee are to:

• assist the Board with discharging its duties relating to the 
safeguarding of assets, the operation of adequate systems and 
controls, overseeing integrated reporting, reviewing of financial 
information and the preparation of interim and Annual Financial 
Statements in compliance with all applicable legal requirements 
and accounting standards.

• facilitate and promote communication and liaison between the 
Board and the Group’s management in respect of the matters 
referred to above.

• recommend the introduction of measures which the committee 
believes may enhance the credibility and objectivity of financial 
statements and reports concerning the affairs of the Group.

• perform its statutory functions under section 4(7) of the 
Companies Act; and

• advise on any matter referred to the committee by the Board.

Assurance

The Audit and Risk Committee confirmed that they were prudent 
in exercising their duties of care and skill and they have taken 
reasonable steps to ensure that they performed their duties in 
accordance with the mandate. The Audit and Risk Committee 
Report can be found on pages 50 to 52 of the Integrated Report.

SOCIAL AND ETHICS COMMITTEE

Composition

The Social and Ethics Committee comprises Ntombi Langa-
Royds (Chairperson), Neo Dongwana and Andrew Thompson as 
the members. All the members are independent non-executive 
directors. 

Role and function of the Social and Ethics Committee 

This committee monitors Mpact’s activities in respect of 
sustainability issues and ethical conduct. It considers relevant 
legislation and best practices in terms of social and economic 
development (including B-BBEE), good corporate citizenship, 
the environment, safety and health, labour and employment. 
The committee is also responsible for the Group’s stakeholder 
engagement. Further detail is available on pages 14 and 15. 

Assurance 

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

The Social and Ethics Committee Report can be found on 
pages 53 and 54. The social involvement of the Group is set out in 
the Sustainability Review, available on Mpact’s website,  
www.mpact.co.za.
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REMUNERATION AND NOMINATION 
COMMITTEES

Composition

Ntombi Langa-Royds is the Chairperson of the Remuneration 
Committee and Tony Phillips is the Chairman of the Nomination 
Committee in accordance with King III and the JSE Listings 
Requirements. The third member of both the Remuneration 
and Nomination Committees is Tim Ross. All of the committee 
members are independent non-executive directors. 

Role and function of the Remuneration Committee

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

Responsibilities of the Remuneration Committee

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

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

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

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

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

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

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

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

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

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

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

Role and function of the Nomination Committee

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

Responsibilities of the Nomination Committee 

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

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

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

• Giving full consideration to succession planning and 
management development for the Board and Exco, taking into 
account the challenges and opportunities facing Mpact and the 
skills and expertise needed by Mpact in the future.
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• Recommending to the Board the re-appointment of any non-
executive directors at the conclusion of their specified term 
of office, having given due regard to their performance and 
ability to continue to contribute to the Board in the light of the 
knowledge, skills and experience required,

Assurance 

The Remuneration and Nomination Committees 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 committee’s mandate. 
The Remuneration Report can be found on pages 55 to 62 of 
the Integrated Report.

EXECUTIVE COMMITTEE (EXCO)

Composition

The Exco comprises Bruce Strong (Chairman), Brett Clark 
(CFO), Ralph von Veh, Hugh Thompson, John Hunt and Neelin 
Naidoo as the members. Other senior managers attend meetings 
by invitation. 

Role and function of the Exco

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

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

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

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

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

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

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

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

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

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

INTERNAL CONTROL SYSTEMS

To meet Mpact’s responsibility to provide reliable financial 
information, the Group maintains financial and operational 
systems of internal control. These controls are designed to 
provide reasonable assurance that transactions are concluded 
in accordance with management’s authority, that the assets 
are adequately protected against material losses, unauthorised 
acquisitions, use or disposals, and that all transactions are 
properly recorded.

The systems include a documented organisational structure and 
division of responsibilities, established policies and procedures 
which are communicated throughout the Group, and the careful 
selection, training and development of people.

The Internal Audit function is set out in the Audit and Risk 
Committee Report, on pages 51 and 52 of this Integrated Report.

There are inherent limitations on the effectiveness of any system 
of internal control, including the possibility of human error and 
the circumvention or overriding of controls. Accordingly, only 
an effective internal control system can provide reasonable 
assurance with respect to financial statement preparation and the 
safeguarding of assets.

IT governance

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

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

Board statement of effectiveness of controls

Based on the formal review and the report on Internal Audit 
covering the Group’s system of internal controls and risk 
management and considering the information responses and 
explanations given by management, together with discussions 
with the External Auditor on the results of their audit, 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 financial controls do not form a 
sound basis for the preparation of reliable financial statements. 
The Board’s opinion is supported by the Audit and Risk 
Committee.

ANNUAL GENERAL MEETING

All the necessary information and facilities are made available 
to shareholders to enable them to attend the Annual General 
Meeting, submit Forms of Proxy and receive announcements 
and circulars in accordance with the JSE Listings Requirements. 
The Chairman of the Board, Chairs of the committees and the 
External Auditor are available to answer questions at the Annual 
General Meeting.
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Audit and Risk Committee Report  

INTRODUCTION

The Audit and Risk Committee has 
pleasure in submitting its report for the year 
ended 31 December 2014 in compliance 
with section 4(7) of the Companies Act. 

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

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

COMPOSITION

The composition of the Audit and Risk 
Committee is set out on page 46. 
Biographical details of the committee 
members are provided on page 21 and the 
fees paid to the committee members are 
outlined on page 59.

COMMITTEE MEETINGS

The committee held four meetings during 
the year under review. Attendance has 
been set out on page 45 of the Corporate 
Governance Report.

COMMITTEE ACTIVITIES

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

External Auditors

The committee reviewed the independence 
of Deloitte & Touche as the Group’s 
External Auditor with Mark Holme as the 
independent individual registered auditor 
who will undertake the Group’s audit for the 
ensuing year. Before recommending to the 
Board the re-election of Deloitte & Touche 
and being proposed to shareholders, 
the committee is satisfied that Deloitte & 
Touche is independent.

Ordinary resolution number 4, as set out in 
the Notice of Annual General Meeting on 
page 94, proposes the re-appointment of 
Deloitte & Touche as External Auditor and 
Mark Holme as the independent individual 
registered auditor and shareholders of the 
company are requested to vote. 

Independence of External Auditors

This assessment was made after 
considering the following: 

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

• The auditors do not, other than in 
their capacity as External Auditors or 
rendering permitted non-audit services, 
receive any remuneration or other 
benefits from Mpact.
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• The auditor’s independence was not impaired by the non-audit 
work performed having regard to the quantum of audit fees 
relative to the total fee based and the nature of the non-audit 
work undertaken.

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

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

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

The committee confirms that the External Auditor has functioned in 
accordance with its terms of reference for the 2014 financial year.

External Auditors’ fees

The committee:

• Approved, in consultation with management, the audit fee 
and engagement terms for the External Auditors for the 2014 
financial year. 

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

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

External Auditor’s performance

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

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

Financial statements

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

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

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

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

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

Internal Audit

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

• Satisfied itself of the credibility, independence and objectivity of 
the Internal Audit function. 

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

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

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

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

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

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

Internal financial control and compliance

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

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

• Reviewed the quarterly report on taxation. 

• Reviewed IT reports. 

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

• Monitored the outsourced Internal Audit service provided by 
KPMG Internal Audit, Risk and Compliance Services.
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KPMG performed the Internal Audit for the year ended 
31 December 2014 and provided a written assessment of the 
effectiveness of Mpact’s system of internal controls. A combined 
assurance model and risk management processes are a work 
in progress; risk management will be assessed as the function 
matures. The Audit and Risk Committee considered the comments 
in the audit reports issued by KPMG on the audits conducted, 
and together with other information available from management 
and the year-end External Audit reports, and determined that 
there were no material weaknesses in internal control and risk 
management. On this basis, the Audit and Risk Committee has 
made a recommendation to the Board on the effectiveness 
of the system of internal controls for inclusion in the directors’ 
responsibility statement.

Risk management

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

Risk management is addressed in the areas of physical and 
operational risks, human resource risks, technology risks, business 
continuity and disaster recovery risks, credit and market risks and 
compliance risks.

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

• reliability and integrity of financial and operational information;

• effectiveness and efficiency of operations;

• safeguarding of assets; and

• compliance with laws, regulations and contracts. 

Risks are periodically reviewed and updated on a regular basis. 
The risks are outlined in detail on pages 17 to 19 of this Integrated 
Report. The Risk Management Review is available on the website, 
www.mpact.co.za. 

Integrated Report

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

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

• The committee has, at its meeting held on 27 February 2015, 
recommended the Integrated Report for the year ended 
31 December 2014 for approval by the Board.

Governance

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

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

The committee is satisfied:

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

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

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

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

On behalf of the Audit and Risk Committee:

 
Tim Ross
Audit and Risk Committee Chairman

3 March 2015
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Social and Ethics Committee Report  

INTRODUCTION

The Social and Ethics Committee 
regularly reviews and updates the terms 
of reference, where necessary. The terms 
of reference are set out in the committee 
charter and ensure that the committee 
performs its duties in terms of the 
Companies Act. The committee executes 
its duties in accordance with these terms.

A summary of Mpact’s approach to 
sustainability is set out on page 12 of 
this Integrated Report. For the detailed 
Sustainability Review, please visit Mpact’s 
website, www.mpact.co.za.

COMPOSITION

The composition of the Social and 
Ethics Committee is set out on page 46. 
Biographical details of the committee 
members are provided on page 21.

MEETINGS

The Social and Ethics Committee held 
four meetings during the year. Members 
attended all meetings of the committee 
during the year, as per page 45 of this 
report.

POLICY REVIEW

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

MATERIAL SUSTAINABILITY 
ISSUES

The committee is responsible for annually 
revising or determining, in conjunction with 
senior management, the Group’s material 
sustainability issues. The material issues 
have been reported on and are set out in 
the Sustainability Review available on the 
company’s website, www.mpact.co.za.

STATUTORY DUTIES

This committee has a broad mandate in 
terms of the Companies Act. It is tasked 
with monitoring the Group’s activities in 
respect of sustainability issues. It considers 
relevant legislation and best practices in 
terms of social and economic development 
(including B-BBEE), good corporate 
citizenship, the environment, safety and 
health, labour and employment.

The committee is also responsible for the 
Group’s stakeholder engagement and 
further detail is available on pages 14 and 
15 of this Integrated Report. 

In execution of its statutory duties, the Social 
and Ethics Committee endeavours to:

• execute its statutory duties in terms of 
the requirements of the Companies Act;

• monitor the company’s activities 
around good corporate citizenship, 
including the promotion of equality, 
prevention of unfair discrimination, 
reduction of corruption, contribution to 
the development of the communities 
in which its activities are predominantly 
conducted or in which its products or 
services are predominantly marketed 
and record its sponsorship, donations 
and charitable giving;
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• create a reporting structure for the Group’s businesses in 
respect of the committee’s requirements;

• monitor the Group’s compliance with the United Nations Global 
Compact 10 Principles on Human Rights, Environment, Labour 
and Anti-Corruption;

• monitor the Group’s CSI; and

• monitor the Group’s achievements against its EE plan. 

The committee is satisfied with the Group’s progress in the 
different areas and with the social and ethics plan for the 
2015 financial year. The Mpact Foundation Trust is part of this 
plan. The committee is aware its function will continue to evolve as 
it addresses all the responsibilities within its mandate. 

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

On behalf of the Social and Ethics Committee:

 
Ntombi Langa-Royds 
Social and Ethics Committee Chairperson 

3 March 2015
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Remuneration Report  

 REMUNERATION POLICY

Objective

The objective of the remuneration policy is 
to enable the business to:

• retain competent employees who 
enhance business performance; 

• reward, recognise and confer 
appreciation for superior performance;

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

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

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

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

Key principles

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

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

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

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

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

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

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

PAY MIX

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

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

• variable pay for performance comprising: 

• short-term incentives; and

• long-term incentives. 

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

Guaranteed pay

Mpact aims to establish and maintain 
a logical pay scale with pay levels that 
ensure that the company is able to remain 
competitive, while managing costs.
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Salaries are reviewed annually, normally with effect from 1 January. 
Mpact undertakes annual market pricing exercises against 
top management reward surveys conducted by reputable 
consultancies. The benchmark used is the median TGCOE for 
similar positions in South African listed companies which are of a 
similar size, complexity and scope to the Group.

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

Variable pay

Short-term incentives

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

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

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

Long-term incentives

Mpact share plan

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

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

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

• awards of performance shares;

• grants of bonus shares; 

• allocations of share appreciation rights; and

• deferred cash bonus.

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

Performance share method

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

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

For the 2014 awards, the performance criteria are as follows:

• TSR (50% of award)

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

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

• ROCE (50% of award)

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

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

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

Bonus share method

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

The 2014 grant of bonus shares will vest after three years 
conditional only on continued employment.

Participants on the bonus share method do not receive dividends 
declared by the company, however a single cash payment is 
made after the three years vesting period referred to as Dividend 
Equivalent Bonus. The Dividend Equivalent Bonus is calculated on 
the dividend payment forfeited during the holding period based on 
the number of bonus shares granted.
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The bonus share method provides for share-based retention to 
those executives who through their previous loyalty and/or their 
performance on an annual basis have demonstrated their value to 
the organisation.

Share appreciation right method

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

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

The Board will dictate the performance targets for each allocation.

No share appreciation rights were allocated in 2014

Mpact cash plan (deferred cash bonus)

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

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

POLICY ON EMPLOYMENT CONTRACTS 

Executive directors and Prescribed Officers

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

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

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

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

Non-executive directors 

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

The appointment of a non-executive director may be terminated 
without compensation if that director is not re-elected by 
shareholders or otherwise in accordance with the MOI.

INCENTIVE BONUS PARAMETERS AND 
ACHIEVEMENT FOR THE YEAR UNDER REVIEW

For the year under review, the maximum potential incentive 
bonus for executive directors and prescribed officers was 117% 
(2013: 117%) of TGCOE as reflected in the table below.

The annual incentive bonus is paid against the achievement of 
financial, safety and individual performance targets.

For the year under review, financial performance had a weighting 
of 60% (2013: 60%), safety 10% (2013: 10%) and individual 
performance 30% (2013: 30%) for all executive directors and 
prescribed officers. The financial targets were based on EBITDA, 
underlying EBIT and ROCE.

For the year under review, the executive directors and prescribed 
officers achieved 100% (2013: 100%) for financial performance, 
50% (2013: between 0% and 50%) for safety and differing levels 
for individual performance.

Maximum potential annual incentive bonus for the year under 
review

 
CEO 

BW Strong
CFO 

BV Clark

Other 
prescribed 

officers 

Annual cash bonus – 
maximum potential as % 
of TGCOE (A) 72% 72% 72%
Conditional bonus 
shares – as % of annual 
cash bonus earned (B) 62.5% 62.5% 62.5%
Maximum potential 
incentive bonus as % of 
TGCOE (C) where C = A 
+ (AxB) 117% 117% 117%

EXECUTIVE DIRECTORS’ AND PRESCRIBED 
OFFICERS’ REMUNERATION

Prescribed officers are defined as having general executive control 
over and management of a significant portion of the company 
or regularly participate therein to a material degree, and are not 
directors of the company. Prescribed officers include the highest 
paid non-directors.
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The remuneration of the executive directors and prescribed officers, all of whom are paid by Mpact, who served during the year under review 
was as follows:

Rands Year Salary
Incentive 

bonus1

Retirement 
funding 

contribution2

Other cash 
benefits3

Total 
remuneration 

EXECUTIVE DIRECTORS
BW Strong 2014 3,224,349 2,432,756 825,518 258,697 6,741,320

  2013 3,023,191 2,353,824 778,790 155,829 6,311,634
             
BDV Clark 2014 2,726,239 1,848,601 214,943 219,738 5,009,521

  2013 2,561,532 1,093,680 202,776 217,692 4,075,680
             
Total 2014 5,950,588 4,281,357 1,040,461 478,435 11,750,841

  2013 5,584,723 3,447,504 981,566 373,521 10,387,314

             
PRESCRIBED OFFICERS

PO1 2014 2,933,486 1,821,477 263,024 385,293 5,403,280 

  2013 2,525,873 1,864,836 241,692 541,552 5,173,953
             
PO2 2014 3,054,877 1,915,449 253,309 258,625 5,482,260

  2013 2,880,851 1,975,086 238,971 144,406 5,239,314
             
PO3 2014 1,524,171 1,243,385 442,251 257,673 3,467,480

  2013 1,418,712 1,278,936 417,218 210,157 3,325,023
             
PO4 2014 – – – – –

  20135 715,932 10,971,081 – 435,875 12,122,888
             
PO6 2014 2,254,100 253,500 180,200 215,700 2,903,500

  20134 352,773 – 28,333 35,560 416,666
             
Total 2014 9,766,634 5,233,811 1,138,784 1,117,291 17,256,520

  2013 7,894,141 16,089,939 926,214 1,367,550 26,277,844

Notes
1. Paid in March each year based on prior year performance. 
2. Employer contribution towards a defined contribution retirement fund. 
3. Other cash benefits include car allowances, employer contribution to medical aid schemes, dividend equivalent bonus and other benefits.
4. Employed at Mpact effective 1 November 2013.
5. A special bonus was paid in the prior year which was in terms of a consultancy agreement entered into with effect from 2009. The agreement terminated on  

31 March 2013.
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Non-executive director’s remuneration

The fees paid to the non-executive directors for the years ended 31 December 2014 and 2013, were as follows:

Rands Fees
  2014 2013

AJ Phillips 764,260 721,000
AM Thompson 372,304 351,230
NP Dongwana 348,427 351,230
NB Langa-Royds 489,126 445,440
TDA Ross 465,106 438,780

Total 2,439,223 2,307,980

Share awards and vestings

The grant value of bonus shares awarded and vesting of 2011 shares awards to the executive directors and prescribed officers, who served 
during the year under review was as follows:

Rands Year

Grant value 
of bonus 
shares 
awarded1

Value of 2011 
performance shares 

vested

Value of 2011 share 
appreciation rights 

exercised

Value of 2011 
transitional shares 

vested

     
Value at 

grant date2

Share price 
gain on 
vesting3

Value at 
grant date2

Share price 
gain on 
vesting4

Value at 
grant date2

Share price 
gain on 
vesting5

EXECUTIVE DIRECTORS

BW Strong 2014 1,520,473 2,677,494 2,735,481 797,640 844,0365 – –

  2013 1,471,140 – – – – 809,803 621,393
                 
BDV Clark 2014 1,155,376 – – – – – –

  2013 683,550 – – – – – –
                 
Total 2014 2,675,849 2,677,494 2,735,481 797,640 844,036 – –

  2013 2,154,690 – – – – 809,803 621,393

                 
PRESCRIBED OFFICERS

PO1 2014 1,138,423 1,203,494 1,229,544 597,550 610,477 – –

  2013 1,165,522 – – – – – –
                 
PO2 2014 1,197,156 883,746 902,889 438,789 448,290 – –

  2013 1,234,429 – – – – 589,142 452,071
                 
PO3 2014 777,116 550,802 562,722 – – – –

  2013 799,335 – – – – – –
                 
PO6 2014 158,438 – – – – – –

  2013 – – – – – – –
                 
Total 2014 3,271,133 2,638,042 2,695,155 1,036,339 1,058,767 – –

  2013 3,199,286 – – – – 589,142 452,071

Notes
1. Value of grant date of conditional awards based on prior year performance vesting in three (3) years
2. Value of the award made at grant date, based on the number of shares vested.
3. Value of the share price gain between date of grant and date of vesting. The value of Mpact share price increased from R13.41 to R27.11 during the share award 

holding period.
4. Share price gains on the share appreciation rights plan, where the value of the Mpact share price increased from R13.41 to R27.60 during the share award holding 

period. Vesting was subject to the compound annual growth rate in EBITDA over the vesting period being greater than or equal to the growth in CPI plus two 
percentage points over the same period.

5. Transitional share awards vested in March 2013, where the value of Mpact share price increased from R13.41 to R23.70 during the share award holding period.



Remuneration Report (continued)

MPACT INTEGRATED REPORT 201460

Share awards granted to executive directors and prescribed officers

The following tables set out the share awards granted to the executive directors and prescribed officers:

Mpact 2014

 
Type of 

award1¸2¸3

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

Awards 
granted 

during year

Awards 
exercised 

during year
Shares 
lapsed

Awards held 
as at  31 

December 
2014

Award price 
basis (ZAR 

cents)
Date of 
award

Release 
date

Executive director
BW Strong BSP 85,817 – (85,817) – – 1,341 Sep 11 Mar 14
  PSP 234,899 – (199,664) (35,235) – 1,341 Sep 11 Mar 14
  SARP 352,349 – (59,481) (57,969) 234,899 1,341 Sep 11 Mar 14 

Mar 15 
Mar 16

  BSP 83,527 – – – 83,527 1,579 Apr 12 Mar 15
  PSP 127,073 – – – 127,073 1,579 Apr 12 Mar 15
  BSP 66,230 – – – 66,230 2,221 Apr 13 Mar 16
  PSP 96,184 – – – 96,184 2,221 Apr 13 Mar 16
  BSP – 56,649 – – 56,649 2,684 Jun 14 Mar 17
  PSP – 84,377 – – 84,377 2,684 Jun 14 Mar 17

                   

BDV Clark PSP 37,246 – – – 37,246 1,579 Apr 12 Mar 15
  BSP 30,773 – – – 30,773 2,221 Apr 13 Mar 16
  PSP 72,494 – – – 72,494 2,221 Apr 13 Mar 16
  BSP – 43,047 – – 43,047 2,684 Jun 14 Mar 17
  PSP – 63,595 – – 63,595 2,684 Jun 14 Mar 17

Prescribed officers
PO1 BSP 70,039 – (70,039) – – 1,341 Sep 11 Mar 14
  PSP 105,583 – (89,746) (15,837) – 1,341 Sep 11 Mar 14
  SARP 263,957 – (44,560) (43,426) 175,971 1,341 Sep 11 Mar 14 

Mar 15 
Mar 16

  BSP 69,432 – – – 69,432 1,579 Apr 12 Mar 15
  PSP 95,262 – – – 95,262 1,579 Apr 12 Mar 15
  BSP 52,471  – – – 52,471 2,221 Apr 13 Mar 16
  PSP 72,783  – – – 72,783 2,221 Apr 13 Mar 16
  BSP – 42,415 – – 42,415 2,684 Jun 14 Mar 17
  PSP – 68,926 – – 68,926 2,684 Jun 14 Mar 17

                   

PO2 BSP 80,855 – (80,855) – – 1,341 Sep 11 Mar 14
  PSP 77,532 – (65,902) (11,630) – 1,341 Sep 11 Mar 14
  SARP 193,829 – (32,721) (31,889) 129,219 1,341 Sep 11 Mar 14 

Mar 15 
Mar 16

  BSP 70,715 – – – 70,715 1,579 Apr 12 Mar 15
  PSP 69,893 – – – 69,893 1,579 Apr 12 Mar 15
  BSP 55,573   – – 55,573 2,221 Apr 13 Mar 16
  PSP 52,903    –  – 52,903 2,221 Apr 13 Mar 16
  BSP – 44,603  –  – 44,603 2,684 Jun 14 Mar 17
  PSP – 58,012  –  – 58,012 2,684 Jun 14 Mar 17
                   

PO3 BSP 39,316 – (39,316) – – 1,341 Sep 11 Mar 14
  PSP 48,322 – (41,074) (7,248) – 1,341 Sep 11 Mar 14
  SARP 120,805 – – (19,874) 100,931 1,341 Sep 11 Mar 14 

Mar 15 
Mar 16

  BSP 44,487 – – – 44,487 1,579 Apr 12 Mar 15
  PSP 43,555 – – – 43,555 1,579 Apr 12 Mar 15
  BSP 35,986   – – 35,986 2,221 Apr 13 Mar 16
  PSP 33,122   – – 33,122 2,221 Apr 13 Mar 16

BSP – 28,954 – – 29,954 2,684 Jun 14 Mar 17
PSP – 36,321 – – 36,321 2,684 Jun 14 Mar 17

PO6 BSP – 5,903 – – 5,903 2,684 Jun 14 Mar 17
PSP – 44,430 – – 44,430 2,684 Jun 14 Mar 17

Notes
1. Bonus share plan (BSP)
2. Performance share plan (PSP)
3. Share appreciation right plan (SARP)
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Mpact 2013 

 
Type of
award

Awards held
at beginning

of year or 
on 

appointment

Awards
granted

during

Awards
exercised

during Shares

Awards
held as 

of 31 
December

Award 
price
basis Date of Release 

  1,2,3,4 to the Board year year lapsed 2013 (ZAR cents) award date 

Executive director

BW Strong BSP 85,817 – – – 85,817 1,341 Sep 11 Mar 14

  PSP 234,899 – – – 234,899 1,341 Sep 11 Mar 14

  TSP5 76,286 – (60,388) (15,898) – 1,341 Sep 11 Mar 13

  SARP 352,349 – – – 352,349 1,341 Sep 11 Mar 14

                  Mar 15

                  Mar 16

  BSP 83,527 – – – 83,527 1,579 Apr 12 Mar 15

  PSP 127,073 – – – 127,073 1,579 Apr 12 Mar 15

  BSP – 66,230  –  – 66,230 2,221 Apr 13 Mar 16

  PSP –  96,184  –  – 96,184 2,221 Apr 13 Mar 16

BDV Clark PSP 37,246 – – – 37,246 1,579 Apr 12 Mar 15

  BSP – 30,773 – – 30,773 2,221 Apr 13 Mar 16

  PSP – 72,494 – – 72,494 2,221 Apr 13 Mar 16

Prescribed officers 

PO 1 BSP 70,039 – – – 70,039 1,341  Sep 11 Mar 14

  PSP 105,583 – – – 105,583 1,341  Sep 11 Mar 14

  SARP 263,957 – – – 263,957 1,341 Sep 11 Mar 14 
Mar 15 
Mar 16

  BSP 69,432 – – – 69,432 1,579 Apr 12 Mar 15

  PSP 95,262 – – – 95,262 1,579 Apr 12 Mar 15

  BSP – 52,471 – – 52,471 2,221 Apr 13 Mar 16

  PSP – 72,783 – – 72,783 2,221 Apr 13 Mar 16

PO 2 BSP 80,855 – – – 80,855 1,341 Sep 11 Mar 14

  PSP 77,532 – – – 77,532 1,341 Sep 11 Mar 14

  TSP5 55,499 – (43,933) (11,566) – 1,341 Sep 11 Mar 13

  SARP 193,829 – – – 193,829 1,341 Sep 11 Mar 14  
Mar 15  
Mar 16

  BSP 70,715 – – – 70,715 1,579 Apr 12 Mar 15

  PSP 69,893 – – – 69,893 1,579 Apr 12 Mar 15

  BSP – 55,573 – – 55,573 2,221 Apr 13 Mar 16

  PSP – 52,903 – – 52,903 2,221 Apr 13 Mar 16

PO 3 BSP 39,316 – – – 39,316 1,341 Sep 11 Mar 14

  PSP 48,322 – – – 48,322 1,341 Sep 11 Mar 14

  SARP 120,805 – – – 120,805 1,341 Sep 11 Mar 14 
Mar 15 
Mar 16

  BSP 44,487 – – – 44,487 1,579 Apr 12 Mar 15

  PSP 43,555 – – – 43,555 1,579 Apr 12 Mar 15

  BSP – 35,986 – – 35,986 2,221 Apr 13 Mar 16

  PSP – 33,122 – – 33,122 2,221 Apr 13 Mar 16

Notes
1. Bonus share plan (BSP) 
2. Performance share plan (PSP)
3. Transitional share plan (TSP)
4. Share appreciation right plan (SARP)
5. In addition to the PSP, BSP and SARP, BW Strong and PO2 have been granted a once-off transitional award of conditional performance shares in compensation for 

value lost under the 2010 Mondi Limited LTIP as a result of the time-based pro rating of awards. These share awards vested during the current year.
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Interests of directors and prescribed officers in Mpact’s share capital

The aggregate beneficial holdings as at 31 December 2014 and 2013 of the directors and prescribed officers of the company and their 
immediate families in the issued ordinary shares of the company are detailed below. There have been no material changes in these 
shareholdings between 31 December 2014 and 3 March 2015, the date of approval.

Directors and prescribed officers
Number of shares held

31 December 2014 31 December 2013
  Direct Indirect Direct Indirect

Executive director        
BW Strong 250,143 – 40,394 –
Non-executive director        
AM Thompson – – 4,208 –
Prescribed officers        
PO 1 111,122 – 14,819 –
PO 2 135,025 – 26,776 –
PO 3 52,814 – 4,387 –

Total 549,104 – 90,584 –

There are no associate interests for the above directors and prescribed officers.
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Directors’ Responsibility Statement 
and Basis of Preparation
FOR THE YEAR ENDED 31 DECEMBER 2014

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 in accordance with the framework concepts and measurement 
and recognition requirements of IFRS as issued by the Accounting Standards Board (in particular IAS 34: Interim Financial Reporting), the 
SAICA Financial Reporting Guides as issued by the Accounting Practices Committee, the Financial Reporting Pronouncements as issued by 
the Financial Reporting Standards Council and the Companies Act.

The preparation of these Summarised Consolidated Financial Statements for the year ended 31 December 2014 was supervised by the 
CFO, Mr BDV Clark CA(SA).

The Group’s Audited Financial Statements, from which these Summarised Consolidated Financial Statements have been derived, have been 
audited by the company’s auditors, Deloitte & Touche, whose unmodified report is available for inspection at the registered company office.

These Summarised Consolidated Financial Statements should be read in conjunction with the Group’s Audited Financial Statements, from 
which they have been derived.

Included in this Integrated Report is a summary of the financial statements while the full Audited Financial Statements are available on the 
Group’s website, www.mpact.co.za.

Company Secretary’s Certificate
In terms of section 88(2) (e) of the Companies Act, I certify that Mpact has lodged with CIPC all such returns, as required of a company in 
terms of the Companies Act and that such returns are true, correct and up to date.

Noriah Sepuru
Company Secretary

3 March 2015

Approval of the Summarised  
Consolidated Financial Statements
The Summarised Consolidated Financial Statements and related notes, which appear on pages 71 to 89, were approved by the Board and 
authorised for issue on 3 March 2015 and were signed on its behalf by:

AJ Phillips BW Strong
Chairman Chief Executive Officer
Johannesburg Johannesburg
3 March 2015 3 March 2015
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Report of the Directors

The directors have pleasure in presenting their report on the Summarised Consolidated 
Financial Statements of the Group and Mpact for the year ended 31 December 2014.

NATURE OF BUSINESS

Mpact is one of the largest paper and plastics packaging businesses in southern Africa, 
with leading market positions in recovered paper collection, corrugated packaging, 
recycled-based cartonboard and containerboard, PET preforms, styrene trays and plastic 
jumbo bins.

The principal activities of the company and its subsidiaries and associates remain 
unchanged from the previous year.

REVIEW OF OPERATIONS

An analysis of results by each operating segment can be found on pages 34 to 38.

STATED CAPITAL

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

On 31 December 2014 the issued share capital of the company was 164,100,797 ordinary 
shares of no par value (2013: 163,575,656 ordinary shares of no par value).

REGISTER OF SHAREHOLDERS

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

DIRECTORS INTEREST IN SHARE CAPITAL

Details of the beneficial holdings of directors of the company and their families in ordinary 
shares are given on page 62.

CASH DIVIDEND AND CAPITALISATION SHARE ALTERNATIVE

The Board has declared a final gross cash dividend of 66 cents per ordinary share (“Cash 
Dividend”) payable on Monday, 20 April 2015. In terms of the Income Tax Act, the dividend 
has been declared from income reserves and the Dividend Withholding Tax (“DWT”) rate 
is 15%. Mpact has no STC credits. The net dividend amount is 56.1 cents per share for 
shareholders liable to pay Dividends Tax and 66 cents per share for shareholders exempt 
from paying Dividends Tax. The number of issued shares at the date of declaration is 
164,100,797 ordinary shares of no par value.
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The dividend has been declared as a cash distribution but shareholders will be entitled to elect to receive ordinary shares in the company as 
Capitalisation Shares in lieu of the Cash Dividend (“Capitalisation Shares”). The number of Capitalisation Shares will be determined by the 
ratio of 66 cents over the volume weighted average price of Mpact’s ordinary shares traded on the JSE during the 10-day trading period 
ending Tuesday, 31 March 2015.

The Cash Dividend will be paid out of the company’s distributed profits while the issue price of the Capitalisation Shares will be settled by 
way of capitalisation of the company’s distributable profits. The Capitalisation Shares upon their issue will rank pari passu in all respects with 
the other ordinary shares then in issue.

Details of the ratio will be released on the SENS of the JSE by no later than 11:00 on Wednesday, 1 April 2015 and published in the 
South African press the following business day. Trading in the STRATE environment does not permit fractions and fractional entitlement. 
Accordingly, where a shareholder’s entitlement to new ordinary shares calculated in accordance with the above formula gives rise to a 
fraction of a new ordinary share, such fraction of a new ordinary share will be rounded up to the nearest whole number where the fraction is 
greater than or equal to 0,5 and rounded down to the nearest whole number where the fraction is less than 0,5.

A circular relating to the Cash Dividend and Capitalisation Share alternative will be posted to shareholders on or about Monday,  
23 March 2015.

The salient dates for the Cash Dividend and Capitalisation Share alternative are as follows:

Event 2015

Circular and Form of Election posted to shareholders Monday, 23 March
Finalisation announcement released on SENS Wednesday, 1 April
Finalisation announcement published in the press Thursday, 2 April
Last day to trade to receive a dividend Friday, 10 April
Shares commence trading ’ex’ dividend Monday, 13 April
Listing of maximum possible number of ordinary shares Monday, 13 April
Last day to elect to receive the Capitalisation Issue instead of the Cash Dividend, Forms of Election to reach the 
transfer secretaries by 12:00 midday on Friday, 17 April
Record date in respect of Cash Dividend/Capitalisation Shares Friday, 17 April
Dividend payment date Monday, 20 April
Result of Capitalisation Issue released on SENS Monday, 20 April
Result of Capitalisation Issue published in the press Tuesday, 21 April
Listing of ordinary shares adjusted Wednesday, 22 April

Share certificates may not be dematerialised or re-materialised between Monday, 13 April 2015 and Friday, 17 April 2015, both days 
inclusive.

TAX IMPLICATIONS

The Cash Dividend and the Capitalisation Issue are likely to have tax implications for both resident and non-resident shareholders. 
Shareholders are therefore encouraged to consult their professional tax advisers, should they be in any doubt as to the appropriate action  
to take.

In terms of the Income Tax Act No 58 of 1962 (“Income Tax Act”), the Cash Dividend will, unless exempt, be subject to DWT that was 
introduced with effect from 1 April 2012. South African resident shareholders that are liable for DWT will be subject to DWT at a rate of 15% 
of the Cash Dividend and this amount will be withheld from The Cash Dividend with the result that they will receive a net amount of 56.10 
cents per share. Non-resident shareholders may be subject to DWT at a rate of less than 15%, depending on their country of residence and 
the applicability of any Double Tax Agreement between South Africa and their country of residence.

The Capitalisation Issue is not subject to DWT in terms of the Income Tax Act, but the subsequent disposal of shares obtained as a result 
of the Capitalisation Issue is likely to have Income Tax or Capital Gains Tax (“CGT”) implications. Where any future disposals of shares 
obtained as a result of the Capitalisation Issue falls within the CGT regime, the base cost of such shares will be deemed to be zero in 
terms of the Income Tax Act (or the value at which such shares will be included in the determination of the weighted average base cost 
method will be zero).

Report of the Directors (continued)
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PROPERTY, PLANT AND EQUIPMENT

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

At 31 December 2014 the net investment in property, plant and equipment amounted to R2,423 million (2013: R2,076 million), details 
of which are set out in note 8 to the Summarised Consolidated Financial Statements. Capital commitments at year end for the Group 
amounted to R1,352 million (2013: R178 million). There has been no change in the nature of the property, plant and equipment or to the 
policy relating to the use thereof during the year.

BORROWINGS

In terms of the MOI, 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 2014, the total borrowings less cash resources was R1,303 million 
(2013: R1,116 million). At 31 December 2014, the Group had approved general banking facilities of R2 billion (2013: R2 billion).

EVENTS OCCURRING AFTER THE REPORTING DATE

In January 2015, the Group restructured part of its business. Mpact Limited sold certain of its operating assets and liabilities to Mpact 
Operations Proprietary Limited (Mpact Operations). This has no impact on Mpact at a reported Group level.

On 3 March 2015 it was resolved by the Board to pursue a B-BBEE ownership transaction through its wholly owned subsidiary 
Mpact Operations in terms of which it is anticipated that a B-BBEE partner will subscribe for 10% of the ordinary issued shares in 
Mpact Operations.

DIRECTORS

The following directors have held office during the year ended 31 December 2014 and to the date of this report:

AJ Phillips (Chairman) Independent Non-Executive
NP Dongwana Independent Non-Executive
NB Langa-Royds Independent Non-Executive
TDA Ross Independent Non-Executive
AM Thompson Independent Non-Executive
BW Strong (CEO) Executive
BDV Clark (CFO) Executive

COMPANY SECRETARY

The Group Company Secretary of Mpact is Noriah Sepuru.

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

AUDITORS

Deloitte & Touche are the appointed auditors to the company, with MH Holme the designated auditor. 
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 SPECIAL RESOLUTIONS PASSED BY SUBSIDIARY COMPANIES

Notwithstanding the title of section 45 of the Companies Act being “Loans or Other Financial Assistance to Directors” on an interpretation 
thereof, the body of the section also applies to financial assistance provided by the company to any related or inter-related company or 
corporation and a member of a related or inter-related corporation.

On 24 April 2014, 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.

Details of subsidiaries are included in the schedule of investments, pages 88 and 89.

BOARD STATEMENT OF EFFECTIVENESS OF CONTROLS

Based on the recommendation of the Audit and Risk Committee on pages 50 to 52, nothing has come to the attention of the Board that 
caused it to believe that the Group’s system of internal control and risk management is not effective, or that the internal controls do not form 
a sound basis for the preparation of reliable financial statements.

GOING CONCERN

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

Report of the Directors (continued)
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Independent Auditor’s Report on the 
Summarised Consolidated  
Financial Statements
TO THE SHAREHOLDERS OF MPACT LIMITED

The summary consolidated financial statements of Mpact Limited, contained in the accompanying integrated report, which comprise the 
summary consolidated statement of financial position as at 31 December 2014, the summary consolidated statements of comprehensive 
income, changes in equity and cash flows for the year then ended, and related notes, are derived from the audited consolidated financial 
statements of Mpact Limited for the year ended 31 December 2014.  We expressed an unmodified audit opinion on those consolidated 
financial statements in our report dated 3 March 2015.  Our auditor’s report on the audited consolidated financial statements contained an 
Other Matter paragraph “Other reports required by the Companies Act” (included below)

The summary 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 consolidated financial statements.  Reading the summary 
consolidated financial statements, therefore, is not a substitute for reading the audited consolidated financial statements of Mpact Limited.

DIRECTORS’ RESPONSIBILITY FOR THE SUMMARISED CONSOLIDATED FINANCIAL STATEMENTS

The directors are responsible for the preparation of the summarised consolidated financial statements in accordance with framework 
concepts and measurement and recognition criteria of International Financial Reporting Standards, the SAICA Financial Reporitng Guide 
as issued by the Accounting Practices Committee and the Financial Reporting Pronouncements as issued by the Financial Reporting 
Standards Council, set out in note 1 to the summarised consolidated financial statements, and the requirements of the Companies Act of 
South Africa as applicable to summary financial statements, and for such internal control as the directors determine is necessary to enable 
the preparation of the summarised consolidated financial statements that are free from material misstatement, whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on the summarised consolidated financial statements based on our procedures, which were 
conducted in accordance with International Standard on Auditing (ISA) 810, Engagements to Report on Summary Financial Statements.

OPINION

In our opinion, the summarised consolidated financial statements derived from the audited consolidated financial statements of Mpact 
Limited for the year ended 31 December 2014 are consistent, in all material respects, with those consolidated financial statements, 
in accordance with the requirements of the framework concepts and measurement and recognition criteria of International Financial 
Reporting Standards, the SAICA Financial Reporitng Guide as issued by the Accounting Practices Committee and the Financial Reporting 
Pronouncements as issued by the Financial Reporting Standards Council, set out in note 1 to the summarised consolidated financial 
statements, and the requirements of the Companies Act of South Africa as applicable to summary financial statements.
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OTHER REPORTS REQUIRED BY THE COMPANIES ACT

The “other reports required by the Companies Act” paragraph in our audit report dated 3 March 2015 states that as part of our audit of the 
consolidated financial statements for the year ended 31 December 2014, we have read the Directors’ report, the audit committee report 
and certificate of the company secretary for the purpose of identifying whether there are material inconsistencies between these reports and 
the audited consolidated financial statements. These reports are the responsibility of the respective preparers. The paragraph also states 
that, based on reading these reports, we have not identified material inconsistencies between these reports and the audited consolidated 
financial statements. The paragraph furthermore states that we have not audited these reports and accordingly do not express an opinion 
on these reports. The paragraph does not have an effect on the summarised consolidated financial statements or our opinion thereon.

Deloitte & Touche 
Registered Auditor

Per: MH Holme
Partner 

3 March 2015

Independent Auditor’s Report (continued)
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Summarised Statement  
of Comprehensive Income
FOR THE YEAR ENDED 31 DECEMBER 2014

2014 2013
Notes R’m R’m

Revenue 8,617.2 7,697.8
Cost of sales (5,332.3) (4,746.7)

Gross margin 3,284.9 2,951.1
Administration and other operating expenses (2,150.6) (1,940.9)
Depreciation, amortisation and impairments (405.8) (357.8)

Operating profit 3 728.5 652.4
Share of profit from equity accounted investees 15.6 9.8

Total profit from operations and equity accounted investees 744.1 662.2
Net finance costs 4 (121.0) (114.2)

Investment income 9.7 6.9
Finance costs (130.7) (121.1)

Profit before taxation 623.1 548.0
Tax charge 5 (176.9) (150.4)

Profit for the year 446.2 397.6
Other comprehensive income:
Items that will not be reclassified subsequently to profit or loss
Actuarial (losses)/gains on post-retirement benefit scheme (0.6) 12.0
Tax effect  0.2 (3.4)
Items that may be reclassified subsequently to profit or loss
Effects of cash flow hedges 0.2 10.4
Tax effect (0.1) (2.9)
Exchange differences on translation of foreign operations 2.4 6.4

Other comprehensive income (loss) for the financial year net of tax 2.1 22.5

Total comprehensive income for the year 448.3 420.1

Attributable to:
Non-controlling interests in subsidiaries 23.2 17.7
Equity holders of Mpact 425.1 402.4

448.3 420.1

Profit for the year 446.2 397.6

Attributable to:
Non-controlling interests in subsidiaries 23.2 17.5
Equity holders of Mpact 423.0 380.1

Earnings per share (EPS) for profit attributable to equity holders of Mpact
Basic EPS (cents) 6 259.1 232.5
Diluted EPS (cents) 6 256.9 230.5
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Summarised Statement  
of Financial Position
AS AT 31 DECEMBER 2014

2014 2013
Notes R’m R’m

Goodwill and other intangible assets 7 1,076.4 1,083.8
Property, plant and equipment 8 2,422.9 2,076.0
Investments in equity accounted investees 90.2 80.0
Financial asset investments 19.8 24.9
Deferred tax assets 18.5 11.1
Derivative financial instruments 5.0 4.6

Non-current assets 3,632.8 3,280.4

Inventories 1,125.8 944.1
Trade and other receivables 1,765.3 1,571.6
Cash and cash equivalents 535.1 402.3
Derivative financial instruments 1.0 3.6
Current tax receivable 2.8 4.5

Current assets 3,430.0 2,926.1

Total assets 7,062.8 6,206.5

Short-term borrowings 887.7 397.3
Trade and other payables 1,697.4 1,464.8
Current tax liabilities 6.5 7.6
Provisions 2.4 1.3
Other current liabilities 4.6 2.7
Derivative financial instruments 0.2 0.8
Deferred income 1.9 1.9

Current liabilities 2,600.7 1,876.4

Non-current borrowings 9 950.3 1,120.8
Retirement benefits obligation 57.4 54.0
Deferred tax liabilities 214.0 202.5
Other non-current liabilities 21.7 54.7
Deferred income 12.6 14.5

Non-current liabilities 1,256.0 1,446.5

Total liabilities 3,856.7 3,322.9

Stated capital 10 2,344.1 2,326.0
Retained earnings 738.0 478.8
Other reserves 9.2 (19.3)

Total attributable to equity holders of Mpact 3,091.3 2,785.5
Non-controlling interests in subsidiaries 114.8 98.1

Total equity 3,206.1 2,883.6

Total equity and liabilities 7,062.8 6,206.5
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Summarised Statement  
of Cash Flows
FOR THE YEAR ENDED 31 DECEMBER 2014

2014 2013
Notes R’m R’m

Operating cash flows before movements in working capital 1,146.5 1,027.9
Net increase in working capital (156.6) (220.6)

Cash generated from operations 989.9 807.3
Dividends from equity accounted investees and subsidiaries 5.4 3.1
Taxation paid (167.2) (121.8)

Net cash inflows from operating activities 828.1 688.6

Cash flows from investing activities
Acquisition of subsidiaries, net of cash 12 (1.9) (51.7)
Additions to property, plant and equipment 8 (700.7) (387.4)
Government grant received – 18.9
Proceeds from the disposal of property, plant and equipment 4.1 2.6
Loan repayment from/(advances) to external parties 5.1 (14.3)
Interest received 9.7 6.9
Acquisition of non-controlling interest in a subsidiary – (4.3)

Net cash outflows from investing activities (683.7) (429.3)

Cash flows from financing activities
Borrowings raised 274.6 47.4
Finance costs paid (127.6) (112.6)
Dividends paid to non-controlling interests (4.6) (7.1)
Dividends paid to equity holders of Mpact Limited (119.1) (117.7)
Purchase of treasury shares (49.4) (30.3)
Repayment of other non-current liabilities – (27.7)

Net cash outflows from financing activities (26.1) (248.0)

Net increase in cash and cash equivalents 118.3 11.3
Cash and cash equivalents at beginning of year1 392.4 381.1

Cash and cash equivalents at end of year1 510.7 392.4

1 Cash and cash equivalents net of overdrafts.
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Summarised Statement of  
Changes in Equity
FOR THE YEAR ENDED 31 DECEMBER 2014

Total
Share- Cash Post- Retained attributable
based flow retirement earnings/ to equity Non-

Stated payment hedge benefit Other Treasury (accumu- holders of controlling Total
capital reserves reserves reserves reserves1 shares lated loss) Mpact Ltd interests equity

R’m R’m R’m R’m R’m R’m R’m R’m R’m R’m

Balance at 31 December 2012 2,326.0 10.3 (3.4) (0.3) 4.6 – 215.6 2,552.8 89.6 2,642.4
Total comprehensive income for the year – – 7.5 8.6 6.2 – 380.1 402.4 17.7 420.1
Dividends paid – – – – – – (117.7) (117.7) – (117.7)
Purchase of treasury shares2 – – – – – (30.3) – (30.3) – (30.3)
Share plan charges for the year – 21.1 – – – – – 21.1 – 21.1
Dividends paid to non-controlling interests – – – – – – – – (7.1) (7.1)
Reclassification – – – – (0.7) – 0.1 (0.6) 0.6 –
Decrease in non-controlling interest and put option exercised3 – – – – 13.2 – (0.6) 12.6 (11.7) 0.9
Issue of shares under employee share scheme – (1.3) – – – – 1.3 – – –
Put option held by non-controlling shareholder of subsidiary4 – – – – (54.8) – – (54.8) 12.1 (42.7)
Increase in shareholding in a subsidiary6 – – – – – – – – (3.1) (3.1)

Balance at 31 December 2013 2,326.0 30.1 4.1 8.3 (31.5) (30.3) 478.8 2,785.5 98.1 2,883.6

Total comprehensive income for the year – – 0.1 (0.4) 2.4 – 423.0 425.1 23.2 448.3
Dividends paid7 18.1 – – – – – (137.2) (119.1) – (119.1)
Purchase of treasury shares2 – – – – – (49.4) – (49.4) – (49.4)
Share plan charges for the year – 15.4 – – – – – 15.4 – 15.4
Dividends paid to non-controlling interests – – – – – – – – (4.6) (4.6)
Reclassification – – – – 2.7 – (2.7) – – –
Deferred settlement charge – – – – – – (4.6) (4.6) – (4.6)
Issue/exercise of shares under employee share scheme – (16.1) – – – 40.7 (19.3) 5.3 – 5.3
Put option held by non-controlling shareholder of subsidiary5 – – – – 33.1 – – 33.1 – 33.1
Acquisition of subsidiary – – – – – – – – (1.9) (1.9)

Balance at 31 December 2014 2,344.1 29.4 4.2 7.9 6.7 (39.0) 738.0 3,091.3 114.8 3,206.1

1 Other reserves consist of the option to equity holder reserve and currency translation adjustment reserve. 
2 Treasury shares purchased represent the cost of shares in Mpact Ltd purchased in the market and held by the Mpact Incentive Share Trust to satisfy share awards under 

the Group’s share schemes. As at 31 December 2014, there are 1 063 281 (2013: 1 010 000) treasury shares on hand.
3 Minority shareholders of a group subsidiary exercised their put option which resulted in a decrease in their shareholding.
4 During the prior year the Mpact Group acquired a subsidiary. The minority shareholders of the subsidiary had a put option to sell the remainder of their interest to the 

Mpact Group at a future date. 
5 During the current year, a minority shareholder ceded their rights to the put option raised in the prior year. On 31 December 2014, Mpact Group acquired a further 

subsidiary where the minority shareholders have a put option to sell the remainder of their interest to Mpact at a future date.
6 The Group increased its shareholding in a subsidiary by 3% for a consideration of R4.3 million. 
7 Dividends declared amounted to R137.2 million of which R18.1 million related to a capitalisation issue (see note 10).
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Summarised Statement of  
Changes in Equity
FOR THE YEAR ENDED 31 DECEMBER 2014

Total
Share- Cash Post- Retained attributable
based flow retirement earnings/ to equity Non-

Stated payment hedge benefit Other Treasury (accumu- holders of controlling Total
capital reserves reserves reserves reserves1 shares lated loss) Mpact Ltd interests equity

R’m R’m R’m R’m R’m R’m R’m R’m R’m R’m

Balance at 31 December 2012 2,326.0 10.3 (3.4) (0.3) 4.6 – 215.6 2,552.8 89.6 2,642.4
Total comprehensive income for the year – – 7.5 8.6 6.2 – 380.1 402.4 17.7 420.1
Dividends paid – – – – – – (117.7) (117.7) – (117.7)
Purchase of treasury shares2 – – – – – (30.3) – (30.3) – (30.3)
Share plan charges for the year – 21.1 – – – – – 21.1 – 21.1
Dividends paid to non-controlling interests – – – – – – – – (7.1) (7.1)
Reclassification – – – – (0.7) – 0.1 (0.6) 0.6 –
Decrease in non-controlling interest and put option exercised3 – – – – 13.2 – (0.6) 12.6 (11.7) 0.9
Issue of shares under employee share scheme – (1.3) – – – – 1.3 – – –
Put option held by non-controlling shareholder of subsidiary4 – – – – (54.8) – – (54.8) 12.1 (42.7)
Increase in shareholding in a subsidiary6 – – – – – – – – (3.1) (3.1)

Balance at 31 December 2013 2,326.0 30.1 4.1 8.3 (31.5) (30.3) 478.8 2,785.5 98.1 2,883.6

Total comprehensive income for the year – – 0.1 (0.4) 2.4 – 423.0 425.1 23.2 448.3
Dividends paid7 18.1 – – – – – (137.2) (119.1) – (119.1)
Purchase of treasury shares2 – – – – – (49.4) – (49.4) – (49.4)
Share plan charges for the year – 15.4 – – – – – 15.4 – 15.4
Dividends paid to non-controlling interests – – – – – – – – (4.6) (4.6)
Reclassification – – – – 2.7 – (2.7) – – –
Deferred settlement charge – – – – – – (4.6) (4.6) – (4.6)
Issue/exercise of shares under employee share scheme – (16.1) – – – 40.7 (19.3) 5.3 – 5.3
Put option held by non-controlling shareholder of subsidiary5 – – – – 33.1 – – 33.1 – 33.1
Acquisition of subsidiary – – – – – – – – (1.9) (1.9)

Balance at 31 December 2014 2,344.1 29.4 4.2 7.9 6.7 (39.0) 738.0 3,091.3 114.8 3,206.1

1 Other reserves consist of the option to equity holder reserve and currency translation adjustment reserve. 
2 Treasury shares purchased represent the cost of shares in Mpact Ltd purchased in the market and held by the Mpact Incentive Share Trust to satisfy share awards under 

the Group’s share schemes. As at 31 December 2014, there are 1 063 281 (2013: 1 010 000) treasury shares on hand.
3 Minority shareholders of a group subsidiary exercised their put option which resulted in a decrease in their shareholding.
4 During the prior year the Mpact Group acquired a subsidiary. The minority shareholders of the subsidiary had a put option to sell the remainder of their interest to the 

Mpact Group at a future date. 
5 During the current year, a minority shareholder ceded their rights to the put option raised in the prior year. On 31 December 2014, Mpact Group acquired a further 

subsidiary where the minority shareholders have a put option to sell the remainder of their interest to Mpact at a future date.
6 The Group increased its shareholding in a subsidiary by 3% for a consideration of R4.3 million. 
7 Dividends declared amounted to R137.2 million of which R18.1 million related to a capitalisation issue (see note 10).
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Notes to the Summarised Consolidated 
Financial Statements
FOR THE YEAR ENDED 31 DECEMBER 2014

1. ACCOUNTING POLICIES

Basis of preparation

These Summarised Consolidated Financial Statements have been prepared in accordance with the framework concepts and 
measurement and recognition requirements of IFRS as issued by the International Accounting Standards Board (IASB) (in particular 
IAS 34: Interim Financial Reporting), the SAICA Financial Reporting Guides as issued by the Accounting Practices Committee and 
Financial Reporting Pronouncements as issued by Financial Reporting Standards Council, and the Companies Act. 

The Group’s financial statements, from which these Summarised Consolidated Financial Statements have been derived,  
have been audited by the company’s auditors, Deloitte & Touche, whose unmodified report is available for inspection at the registered  
company office.

The preparation of these Summarised Consolidated Financial Statements was supervised by the CFO, BDV Clark CA(SA).

These Summarised Consolidated Financial Statements should be read in conjunction with the Group’s Financial Statements,  
from which they have been derived. Included in this report is a summary of the consolidated financial statements while the full 
Financial Statements are available on the Group’s website, www.mpact.co.za.

Accounting policies

The accounting policies and methods of computation used are consistent with those applied in the preparation of the Audited 
Financial Statements. 

The Group has adopted the following standards, amendments to published standards and interpretations during the current year, all of 
which had no significant impact on the Group’s results:

• IFRS 10 – Consolidated Financial Statements
• IAS 19 – Employee Benefits
• IAS 27 – Consolidated and Separate Financial Statements 
• IAS 32 – Financial Instruments: Presentation
• IAS 36 – Impairments of Assets 
• IAS 39 – Financial Instruments: Recognition and Measurement
• IFRIC 21 – Levies 

2. OPERATING SEGMENTS

2014 2013

Segment Internal External Segment Internal External
revenue revenue1 revenue revenue revenue1 revenue

Operating segment revenue R’m R’m R’m R’m R’m R’m

Paper 6,294.0 (21.2) 6,272.8 5,593.8 (19.8) 5,574.0
Plastics 2,344.4 – 2,344.4 2,123.8 – 2,123.8

Segments total 8,638.4 (21.2) 8,617.2 7,717.6 (19.8) 7,697.8

1 Inter-segment transactions are conducted on an arm’s length basis.
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2014 2013
R’m R’m

2. OPERATING SEGMENTS (continued)
External revenue by product type
Products 
Corrugated and paper board products 6,272.8 5,574.0
Plastic packaging products 2,344.4 2,123.8

Total 8,617.2 7,697.8

External revenue by location of customer
Revenue
South Africa (country of domicile) 7,805.8 6,995.7
Rest of Africa 740.9 626.1
Rest of world 70.5 76.0

Total 8,617.2 7,697.8

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

Operating segment underlying operating profit/(loss) 
Paper 710.6 635.3
Plastics 132.0 105.8
Corporate (91.1) (86.3)

Segments total before special items 751.5 654.8
Special items1 (23.0) (2.4)
Share of equity accounted investees’ profit 15.6 9.8
Net finance costs (see note 4) (121.0) (114.2)

Profit before tax 623.1 548.0

Significant components of operating profit 
Depreciation, amortisation and impairment
Paper 239.8 199.3
Plastics 138.7 134.1
Corporate 27.3 24.4

Segments total 405.8 357.8

Operating segment assets
Segment assets2

Paper 3,720.6 3,112.5
Plastics 1,500.6 1,360.5
Corporate 1,081.3 1,101.2
Inter-segment elimination (3.6) (2.8)

Segments total 6,298.9 5,571.4
Unallocated:
Investments in equity accounted investees 90.2 80.0
Deferred tax assets 18.5 11.1
Other non-operating assets3 100.3 116.8

Trading assets 6,507.9 5,779.3
Financial asset investments 19.8 24.9
Cash and cash equivalents 535.1 402.3

Total assets 7,062.8 6,206.5

1 Special items include impairment charged on property, plant and equipment of R9.3 million (2013: R2.4 million), and restructure costs of R13.7 million (2013: Nil).
2 Segment assets are operating assets and as at 31 December 2014 consist of property, plant and equipment of R2,422.9 million (2013: R2,076.0 million), goodwill 

and other intangible assets of R1,076.4 million (2013: R1,083.8 million), inventories of R1,125.8 million (2013: R944.1 million) and operating receivables of 
R1,673.8 million (2013: R1,467.5  million).

3 Other non-operating assets consist of derivative assets of R6.0 million (2013: R8.2 million), other non-operating receivables of R91.5 million (2013: R104.1 million) 
and current tax receivable of R2.8 million (2013: R4.5 million).
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2014 2013
R’m R’m

2. OPERATING SEGMENTS (continued)
Non-current non-financial assets4

South Africa (country of domicile) 3,461.0 3,122.1
Rest of Africa 38.3 37.7

Total 3,499.3 3,159.8

Additions to non-current non-financial assets5

Paper 439.1 307.0
Plastics 256.6 151.2
Corporate and other businesses 5.0 2.7

Segments total 700.7 460.9

4 Non-current non-financial assets consist of property, plant and equipment and goodwill and other intangible assets, but excludes retirement benefits surplus, 
deferred tax assets and non-current financial assets.

5 Additions to non-current non-financial assets reflect cash payments and accruals in respect of additions to property, plant and equipment and intangible assets as 
well as additions resulting from acquisitions through business combinations. Additions to non-current non-financial assets, however, exclude additions to deferred 
tax assets, retirement benefits surplus and non-current financial assets.

2014 2013
R’m R’m

3. OPERATING PROFIT
Operating profit for the year has been arrived at after charging/(crediting):
Impairment charge of property, plant and equipment (see note 8) 9.3 2.4
Depreciation of property, plant and equipment (see note 8) 385.5 346.8
Amortisation of intangibles (see note 7) 11.0 8.6
Rentals under operating leases 105.2 97.5
Net foreign currency losses/(gains) 3.1 (1.1)
Profit on disposal of tangible assets (1.0) (0.7)
Auditors’ remuneration 9.2 8.1
Audit fees
– current 8.5 7.3
– prior 0.4 0.3
Non-audit fees 0.3 0.5

Staff costs (excluding directors emoluments) 1,335.3 1,226.3
Executive directors emoluments (excluding value of deferred bonus shares awarded)1 11.8 10.4

Total revenue, as defined under IAS 18, ‘Revenue’, consisting of revenue, interest income and dividend income was R8,626.9 million. 
(2013: R7,704.7 million). 
1 The details of the directors’ emoluments are disclosed in the Remuneration Report, see page 58.
2 The details of the non-executive directors fees are disclosed in the Remuneration Report, see page 59.

Notes to the Summarised Consolidated Financial Statements (continued)
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2014 2013
R’m R’m

4. NET FINANCE COSTS
Investment income
Bank deposits and loan receivables 7.4 4.6
Other 2.3 2.3

Total investment income 9.7 6.9

Finance costs
Interest on bank overdrafts and loans (130.0) (114.8)
Interest on defined benefit arrangements (5.0) (5.1)
Interest capitalised to qualifying assets1 (see note 8) 4.3 –

Total interest expense (130.7) (119.9)
Fair value losses – (1.2)

Total finance costs (130.7) (121.1)

Net finance costs (121.0) (114.2)

1 The weighted average capitalisation rate on funds borrowed generally is 7.4% per annum.

5. TAX CHARGE
Analysis of tax charge for the year from continuing operations
South African corporate tax in respect of current period 168.6 123.6
South African corporate tax in respect of prior period 8.4 –
Other country tax 0.1 1.2

Current tax 177.1 124.8
Deferred tax in respect of the current period 1.7 24.4
Deferred tax in respect of prior period (1.9) 1.2

Total tax charge 176.9 150.4

Factors affecting tax charge for the year

The Group’s effective rate of tax for the year ended 31 December 2014, calculated on profit before tax and including net income from 
investees is 28.4% (2013: 27.4%). 

The Group has estimated tax losses of R262.5 million (2013: R259.8 million) on which a deferred tax asset of R73.5 million 
(2013: R72.2 million) has been raised.
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5. TAX CHARGE (continued)

The Group’s total tax charge for the year can be reconciled to the tax on the Group’s profit before tax at the South African corporate 
tax rate of 28% as follows:

2014 2013
R’m R’m

Profit before tax 623.1 548.0
Less: Share of profit of investees (15.6) (9.8)

Profit before tax, adjusted for equity accounted profit 607.5 538.2

Tax on profit before tax calculated at the South African corporation tax rate of 28% 170.1 150.7
Tax effects of:
Expenses not deductible for tax purposes
Non-qualifying depreciation 0.5 –
Subscription and donations 0.6 0.9
Other non-deductible expenses 0.4 0.6
Legal and professional costs 4.0 2.7
Non-taxable income
Other non-taxable income (2.8) (3.1)
Non-taxable foreign exchange differences (0.3) –
Temporary difference adjustments
Prior period tax losses and other temporary differences not previously recognised (1.4) 1.1
Effect of difference between South African corporate tax rate and other country tax rate 0.7 (1.1)
Prior year adjustment current tax 8.4 –
Other adjustments (3.3) (1.4)

Tax charge for the year 176.9 150.4

IAS 1 requires income from investee’s to be presented net of tax on the face of the statement of comprehensive income. The Group’s 
share of its investees’ tax is therefore not presented within the Group’s total tax charge. The investees tax charge included within 
‘Share of investees’ profit for the year ended 31 December 2014 is R4,7 (2013: Rnil).

Cents per share 

2014 2013

6. EARNINGS PER SHARE
Earnings per share (EPS)
Basic EPS 259.1 232.5
Diluted EPS 256.9 230.5

Headline earnings per share for the financial year1

Basic headline EPS 262.7 233.3
Diluted headline EPS 260.5 231.3

Underlying earnings per share for the financial year2

Basic underlying EPS3 269.2 233.5
Diluted underlying EPS3 267.0 231.5

1 The presentation of Headline EPS is mandated under the JSE Listings Requirements. Headline earnings has been calculated in accordance with Circular 2/2013, 
‘Headline Earnings’, as issued by the South African Institute of Chartered Accountants.

2 Underlying EPS excludes the impact of special items.
3 Underlying earnings is arrived at after adjusting profit attributable to equity holders of Mpact for special items, net of tax. (See note 2, segment operating profit.)

Notes to the Summarised Consolidated Financial Statements (continued)
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6. EARNINGS PER SHARE (continued)

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

Earnings 

2014 2013
R’m R’m

Profit for the financial year attributable to equity holders of Mpact 423.0 380.1

Impairment of tangible assets (see note 3) 9.3 2.4
Profit on disposal of tangible assets (see note 3) (1.0) (0.7)
Related tax (2.4) (0.4)

Headline earnings for the financial year 428.9 381.4

Weighted number of shares 

2014 2013

Weighted average number of ordinary shares in issue 163,268,866 163,510,495
Effect of dilutive potential ordinary shares1 1,362,284 1,404,161

Diluted number of ordinary shares in issue 164,631,150 164,914,656

1 Diluted EPS is calculated by adjusting the weighted average number of ordinary shares in issue, on the assumption of conversion of all potentially dilutive ordinary 
shares.

 Other 
Goodwill intangibles1 Total

R’m R’m R’m

7. GOODWILL AND OTHER INTANGIBLE ASSETS
2014
Cost
At 1 January 1,021.4 255.3 1,276.7
Acquisition of business (see note 12) 1.9 1.7 3.6

At 31 December 2014 1,023.3 257.0 1,280.3

Accumulated amortisation and impairment
At 1 January 0.3 192.6 192.9
Charge for the year – 11.0 11.0

At 31 December 2014 0.3 203.6 203.9

Net book value at 31 December 2014 1,023.0 53.4 1,076.4

2013
Cost
At 1 January 1,021.4 220.0 1,241.4
Acquisition of business – 35.3 35.3

At 31 December 2013 1,021.4 255.3 1,276.7

Accumulated amortisation and impairment
At 1 January 0.3 184.0 184.3
Charge for the year – 8.6 8.6

At 31 December 2013 0.3 192.6 192.9

Net book value at 31 December 2013 1,021.1 62.7 1,083.8

1 Other intangibles mainly relate to software development costs; customer relationships and contractual arrangements capitalised as a result of business 
combinations.
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Assets in the
Land and Plant and course of
buildings equipment construction Other Total

R’m R’m R’m R’m R’m

8. PROPERTY, PLANT AND EQUIPMENT
2014
Cost 
At 1 January 277.4 3,501.1 131.9 154.7 4,065.1
Acquisition of business (see note 12) 0.1 36.1 – 0.5 36.7
Additions 53.6 316.2 302.5 28.4 700.7
Disposals (9.6) (65.8) – (7.6) (83.0)
Currency movement 0.2 1.1 0.1 0.2 1.6
Transfer from inventory – 1.9 – – 1.9
Reclassification 3.0 44.7 (47.7) – –
Reorganisation of cost and accumulated 
depreciation – (0.3) – (4.5) (4.8)
Interest capitalised to qualifying assets (see note 4) – – 4.3 – 4.3

At 31 December 2014 324.7 3,835.0 391.1 171.7 4,722.5

Accumulated depreciation and impairments 
At 1 January 72.6 1,801.2 – 115.3 1,989.1
Depreciation 12.1 352.2 – 21.2 385.5
Disposals (9.6) (63.5) – (6.8) (79.9)
Impairment 1.1 8.2 – – 9.3
Reclassification – – – – –
Currency movement – 0.3 – 0.1 0.4
Reorganisation of cost and accumulated 
depreciation – 3.8 – (8.6) (4.8)

At 31 December 2014 76.2 2,102.2 – 121.2 2,299.6

Net book value at 31 December 2014 248.5 1,732.8 391.1 50.5 2,422.9

Notes to the Summarised Consolidated Financial Statements (continued)



SUMMARISED CONSOLIDATED FINANCIAL STATEMENTS

MPACT INTEGRATED REPORT 2014 83

Assets in the
Land and Plant and course of
buildings equipment construction Other Total

R’m R’m R’m R’m R’m

8. PROPERTY, PLANT AND EQUIPMENT (continued)
2013
Cost 
At 1 January 278.2 3,096.9 144.7 139.0 3,658.8
Acquisition of business (see note 12) – 34.0 2.8 1.4 38.2
Additions 4.9 356.2 9.8 16.5 387.4
Disposals (0.6) (15.6) (0.3) (3.7) (20.2)
Currency movement 0.1 2.2 0.2 0.7 3.2
Transfer from inventory – 1.7 – – 1.7
Reclassification (4.9) 28.7 (25.3) 1.5 –
Reorganisation (0.3) (3.0) – (0.7) (4.0)

At 31 December 2013 277.4 3,501.1 131.9 154.7 4,065.1

Accumulated depreciation and impairments 
At 1 January 63.4 1,502.2 – 94.0 1,659.6
Depreciation 9.6 313.5 – 23.7 346.8
Disposals (0.3) (14.6) – (3.4) (18.3)
Impairment – 2.4 – – 2.4
Reclassification – (1.0) – 1.0 –
Currency movement – 0.7 – 0.4 1.1
Reorganisation (0.1) (2.0) – (0.4) (2.5)

At 31 December 2013 72.6 1,801.2 – 115.3 1,989.1

Net book value at 31 December 2013 204.8 1,699.9 131.9 39.4 2,076.0

The Group has pledged certain of its property, plant and equipment, other than assets under finance leases, as security in respect of 
the bank loans.

The net book value and depreciation charges relating to assets under finance leases amounts to R37.1 million (2013:  R28.8 million) 
and R12.3 million (2013: 14.1 million) respectively, and has been pledged as security for these long-term borrowings.
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2014 2013
R’m R’m

9. LONG-TERM BORROWINGS
Secured
Standard Bank and Rand Merchant Bank: 
– Facility A 1 900.0 1,100.0
– Facility B 2 400.0 150.0
– Facility C 3 380.0 200.0

Standard Bank and Rand Merchant Bank loans 1,680.0 1,450.0
Obligations under finance leases 39.1 30.8
Instalment loan facilities 27.0 –

1,746.1 1,480.8
Unsecured
Minority shareholder loans in subsidiary4 67.5 27.4

Total borrowings 1,813.6 1,508.2
Less: Current portion 
Standard Bank and Rand Merchant Bank loans (780.0) (350.0)
Obligations under finance leases (13.6) (11.0)
Minority shareholder loans (67.5) (26.4)
Instalment loan facilities (2.2) –

Non-current borrowings 950.3 1,120.8

1 Facility A is repayable in full on its 5th anniversary, 22 December 2019, and bears interest at a three-month Jibar plus 1.65%.
2 Facility B is a revolving credit facility and is repayable as agreed when utilised. The facility bears interest at three-month Jibar plus 1.65%, and expires on 

22 December 2019.
3 Facility C is a revolving credit facility and is repayable as agreed when utilised. The facility currently bears interest at 3 month Jibar plus 1.35% and expires on 

22 December 2017.
4 Includes unsecured loans of R1.1 million (2013: R3.8 million) bearing interest at prime less 1%. The balance of R66.4 million (2013: R23.6 million) is a non-interest-

bearing loan.

The Group mainly sources its borrowings in South African Rands. The fair values of the Group’s borrowings approximate the carrying 
value presented.

Facilities totalling R320.0 million remain committed and undrawn as at 31 December 2014 (2013 R467.0 million). 

2014 2013
R’m R’m

10. STATED CAPITAL
Authorised share capital
217,500,000 shares of no par value – –

Issued share capital
Issue of 163,575,656 shares of no par value 2,326.0 2,326.0
Capitalisation issue 18.1 –

2,344.1 2,326.0

On 12 September 2014, 525,141 new ordinary shares were issued to shareholders who elected to receive capitalisation shares in 
terms of the capitalisation issue. As at 31 December 2014, 164,100,797 shares were in issue.

Notes to the Summarised Consolidated Financial Statements (continued)
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11. SHARE-BASED PAYMENTS

The Group has a share-based payment arrangement for executives and senior employees of the company and its subsidiaries. The 
Group intends to operate two plans on a continuing basis, namely; Bonus Share Plan (“BSP”), and Performance Share Plan (“PSP”). 
A Share Appreciation Right Plan (“SARP”) was a once-off allocation in 2011. In addition to these plans, two executives were granted 
once-off share awards under a Transitional Share Plan (“TSP”).

The total fair value charge in respect of all the Mpact share awards granted are as follows:

2014 2013
R’m R’m

Bonus Share Plan (BSP) 8.0 7.9
Performance Share Plan (PSP) 5.6 4.9
Transitional Share Plan (TSP) – 0.2
Share Appreciation Rights (SARS) 1.8 8.1

Total share-based payment expense 15.4 21.1

The fair values of the share awards granted under the Mpact share plans are calculated with reference to the facts and assumptions 
presented below:

2014 2013 2012

Bonus Share Plan (BSP)
Date of grant 5 June 2014 1 April 2013 1 April 2012
Vesting period (months) 34 36 36
Expected leavers per annum (%) 5 5 5
Grant date fair value per instrument (R) 23.43 20.48 15.45

Performance Share Plan (PSP)
Date of grant 5 June 2014 1 April 2013 1 April 2012
Vesting period (months) 34 36 36
Expected leavers per annum (%) 5 5 5
Expected outcome of meeting performance criteria (%)
– Return on capital employed (“ROCE”) component 100 100 100
–  Total shareholder return (“TSR”) component determined inside the valuation model 

and incorporated in the fair value per option 
Grant date fair value per instrument (R):
– ROCE component 23.43 20.48 15.45
– TSR component 13.75 23.39 9.69

Share Appreciation Right Plan (SARP)1

Date of grant 1 September 2011
Vesting period Equal third on 31 March

2014/2015/2016
Expected leavers per annum (%) 5
Expected outcome of meeting performance criteria (%)
– EBITDA component 100.0
Strike price (R) 13.41

1 No share appreciation right options were granted during the current year.
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11. SHARE-BASED PAYMENTS (continued)

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

2014
1 January 

2014

Shares 
conditionally 

awarded in year
Shares vested 

in year
Shares lapsed/ 

forfeited in year
31 December 

2014

BSP 1,622,402 488,902 (570,947) (92,685) 1,447,672
PSP 1,166,853 355,660 (396 386) (69,952) 1,056,175
SARP 2,455,937 – (402 853) (670,276) 1,382,808

2013
1 January 

2013

Shares 
conditionally 

awarded in year
Shares vested 

in year
Shares lapsed/ 

forfeited in year
31 December 

2013

BSP 1,125,957 496,445 – – 1,622,402
PSP 839,367 327,486 – – 1,166,853
TSP 131,786 – (104,321) (27,465) –
SARP 2,455,937 – – – 2,455,937

12. BUSINESS COMBINATIONS

2014

(a) On 31 December 2014, the Group acquired a 51% interest in Pyramid Holdings (Pty) Ltd for a purchase consideration of R1. 
Details of the fair value of the net assets acquired are as follows:

2014
R’m

Intangible assets 1.7
Property, plant and equipment 36.7
Inventories 13.6
Trade debtors 19.6
Trade and other payables (42.5)
Current portion of long-term borrowing (4.6)
Bank overdraft (1.9)
Deferred tax liability (0.5)
Long-term borrowings (25.9)

Net assets acquired (3.8)
Non-controlling interest 1.9

Mpact share of net assets acquired (1.9)
Purchase consideration –

Goodwill 1.9

Net overdraft acquired (1.9)

Notes to the Summarised Consolidated Financial Statements (continued)
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12. BUSINESS COMBINATIONS (continued)

2013

(b) On 6 February 2013 the Group acquired a PET business at fair value for R15 million. Profit for the period arising on this 
acquisition was not material for the Group. Assets acquired relates to Property, plant and equipment.

(c) On 25 September 2013, the Group acquired a 51% interest in Detpak South Africa (Pty) Ltd, for a purchase consideration of 
R37.1 million. Profit for the year arising on this acquisition was not material for the Group. 

Details of the fair value of Detpak net assets acquired are as follows: 

2013
R’m

Total non-current assets 64.2
Total current assets 64.8
Total current liabilities (43.6)
Total non-current liabilities (60.8)

Net assets acquired 24.6
Non-controlling interest (12.1)

Mpact share of net assets acquired 12.5
Cash acquired, net of overdrafts 1.4
Shareholder loans 24.6
Deferred consideration (1.8)

Net cash paid 36.7

2014
R’m

2013
R’m

13. CAPITAL COMMITMENTS
Contracted for 503.8 111.1
Approved, not yet contracted for 848.4 66.9

Total commitments 1,352.2 178.0

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

14. CONTINGENT LIABILITIES AND CONTINGENT ASSETS

(a) Contingent liabilities for the Group comprise aggregate amounts at 31 December 2014 of R7.8 million (2013: R7.4 million) in 
respect of loans and guarantees given to banks and other third parties.

(b) A Group mill is the subject of a land claim, which should not have a material impact on the financial position of the Group.

(c) In 2013 a settlement was reached in respect of a dispute relating to the valuation of put options in a group subsidiary. The 
settlement agreement provides for a deferred payment contingent upon the achievement of certain EBITDA and ROCE levels for 
the years 2015 to 2018, subject to a maximum amount of R11.1 million (2013: R15.7 million).

(d) There were no significant contingent assets for the Group at 31 December 2014 and 31 December 2013. 
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15. RELATED PARTY TRANSACTIONS

The Group has a related party relationship with its associates and directors. 

The Group and its subsidiaries, in the ordinary course of business, enter into various sales, purchase and services transactions with 
joint ventures and associates and others in which the Group has a material interest. These transactions are under terms that are no 
less favourable than those arranged with third parties. These transactions in total are not significant.

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

2014 2013
R’m R’m

Sales to related parties 666.4 537.6
Purchases from related parties 0.9 0.7
Management fees received – –
Loans from related parties 67.5 27.4
Minority shareholder loans 0.6 2.7
Receivables due from related parties 244.1 175.3
Payables due to related parties 16.5 16.2
Interest income 0.1 0.1
Management fees paid – 0.1
Management salaries paid to non-controlling shareholders of a subsidiary 2.3 3.5

Details of executive directors and prescribed officer remuneration is included in Remuneration Report on page 55.

16. INTEREST IN SUBSIDIARIES

Share capital Shareholding Cost of investment Loans

2014 2013 2014 2013 2014 2013 2014 2013
% % R’m R’m R’m R’m

Subsidiary – direct 
Holding
Mpact Namibia  
(Pty) Ltd N$100 N$100 69 69 21.2 21.2 – 2.5
Embalagens Mpact 
Limitada M1,213,000 M1,213,000 90 90 0.9 0.9 – –
Rebel Packaging  
(Pty) Ltd R4,000 R4,000 100 100 – – 11.3 20.8
Mpact Plastic 
Containers (Pty) Ltd R100 R100 57 57 8.0 8.0 – –
Mpact Operations  
(Pty) Ltd3 R10,000 – 100 100 612.0 – 475.4 –
Mpact Recycling  
(Pty) Ltd R100 R100 75 75 70.6 70.6 – –
Detpak South Africa 
(Pty) Ltd R7,143 R7,143 51 51 12.6 12.6 22.6 24.5
Mpact Polymers  
(Pty) Ltd R100 – 79 – – – 110.0
Shoebill (Pty) Ltd BWP100 – 100 – – – 10.9
Pyramid Holdings  
(Pty) Ltd

BWP
3,100,200 – 51 – – – –

Mpact Lenco Holdings 
(Pty) Ltd3 – see page 91  – R100 – 100 – 646.7 –
Mpact Atlantis Plastic 
Containers (Pty) Ltd R100 R100 – –

725.3 760.0 630.2 47.8

Notes to the Summarised Consolidated Financial Statements (continued)
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Share capital Shareholding Cost of investment Loans

2014 2013 2014 2013 2014 2013 2014 2013
% % R’m R’m R’m R’m

Subsidiaries – indirect 
holding
Linpac Mouldings South 
Africa (Pty) Ltd4 – R100 –
Lenco Corporate 
Finance (Pty) Ltd R100 R100 –
Lenco Packaging 
(Pty) Ltd3 – R100 598.91/2

Lenco Investment 
Holdings Limited4 – R100 –
Versapak Holdings 
(Pty) Ltd R100 R100 –
Versapak Zimbabwe 
(Pty) Ltd US$50 US$50 –
Sunko Mauritius 
(Pty) Ltd Rs100 Rs100 –
Versapak (Pty) Ltd4 – R55 –
Xactics-PET (Cape) 
(Pty) Ltd4 – R55 –
Xactics-PET (Pty) Ltd R100 R100 –
Xactics Packaging 
(Pty) Ltd R100 R100 –
Elvinco Plastics  
(Pty) Ltd R100 R100 –
Lion Packaging Trading 
57 (Pty) Ltd R72 R72 –
Magic Attitude  
(Pty) Ltd R72 R72 –
Mpact Versapak 
(Pty) Ltd R72 R72 104.1 107.8

725.3 760.0 734.3 754.5

1 Excludes interest receivable.
2 Subordinated
3 Lenco Packaging (Pty) Ltd was renamed to Mpact Operations (Pty) Ltd. Mpact Operations (Pty) Ltd’s holding company, Mpact Lenco Holdings (Pty) Ltd was de-

registered resulting in Mpact Operations (Pty) Ltd being a direct subsidiary of Mpact.
4 Subsidiaries with indirect holding were de-registered during the current year.

The Group does not have any significant restrictions on its ability to assess/ use assets, or settle liabilities in any of its subsidiaries. 
Mpact Namibia (Pty) Ltd, Embalagens Mpact Limitada, and Versapak Zimbabwe (Pty) Ltd are the only foreign subsidiaries held by the 
Group, and has limited risks accepted by the Group in trading in these environments. 
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Shareholders’ Analysis

Through analysis of the STRATE registered holdings and Combined Share Register, and pursuant to the provisions of section 56 of the 
Companies Act, the following shareholder statistics have been prepared as at 31 December 2014:

Shareholder spread
Number of 

shareholders
% of total 

shareholders Shares held % held

1 – 1 000 shares 3 212 62.99% 818 656 0.50%
1 001 – 10 000 shares 1 313 25.75% 4 059 373 2.47%
10 001 – 100 000 shares 358 7.02% 11 694 076 7.13%
100 001 – 1 000 000 shares 183 3.59% 54 032 964 32.93%
1 000 001 shares and over 33 0.65% 93 495 728 56.97%

Total 5 099 100.00% 164 100 797 100.00%

Distribution of shareholders
Number of 

shareholders
% of total 

shareholders Shares held % held

 Retirement benefit funds 158 3.10% 46 468 954 28.31%
 Collective investment schemes 135 2.65% 42 615 028 25.97%
 Custodians 119 2.33% 39 633 189 24.15%
 Hedge funds 41 0.80% 11 776 157 7.18%
 Retail shareholders 3 675 72.07% 5 872 766 3.58%
 Assurance and insurance companies 35 0.70% 5 714 429 3.48%
 Stockbrokers and nominees 23 0.45% 3 231 987 1.97%
 Trusts 566 11.10% 2 619 288 1.60%
 Private companies 168 3.29% 1 739 174 1.06%
 Share schemes 1 0.02% 920 180 0.56%
 Close corporations 55 1.08% 870 152 0.53%
 Organs of state and public entities 2 0.04% 827 918 0.50%
 Foundations and charitable funds 45 0.88% 731 931 0.45%
 Medical aid funds 8 0.16% 537 350 0.33%
 Investment partnerships 34 0.67% 372 665 0.23%
 Public companies 16 0.31% 136 336 0.08%
 Scrip lending 5 0.10% 25 818 0.02%
 Unclaimed scrip 13 0.25% 7 475 0.00%

Total 5 099 100.00% 164 100 797 100.00%

Shareholder type
Number of 

shareholders
% of total 

shareholders Shares held % held

 Non-public shareholders  10 0.20% 27 387 287 16.68%

 Government Employees Pension Fund  5 0.10% 25 918 003 15.79%
 Share schemes  1 0.02% 920 180 0.56%
 Directors and associates of the company  4 0.08% 549 104 0.33%

 Public shareholders  5 089 99.80% 287 946 794 83.32%

Total 5 099 100.00% 164 100 797 100.00%

Investment manager shareholdings (>5%)   Total shareholding % held

 Public Investment Corporation 19 708 792 12.01%
 Visio Capital Management 18 698 708 11.39%
 Prudential Portfolio Management 18 647 833 11.36%
 Allan Gray 11 354 218 6.92%
 Mazi Capital 8 914 444 5.43%

Total   77 323 995 47.11%
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Beneficial shareholdings (>5%)   Total shareholding % held

 Government Employees Pension Fund 25 918 003 15.79%

Total   25 918 003 15.79%

Beneficial holding by region   Total shareholding % held

 South Africa 119 610 305 78.70%
 United States 23 145 787 10.56%
 United Kingdom 14 786 635 6.29%
 Namibia 3 960 108 1.15%
 Belgium 754 701 1.00%
 Luxembourg 450 429 0.60%
 Balance (other countries not listed above) 1 392 832 1.70%

Total   164 100 797 100.00%

 Total number of shareholders 5 099

 Total number of shares in issue 164 100 797

Shareholder’s Analysis (continued)

Shareholders’ Diary

Financial year-end 31 December

Annual General Meeting 4 June 2015

Reports  

• Interim results for the six months to 30 June 2014 Published 14 August 2014

• Audited results for the year ended 31 December 2014 Published 4 March 2015

• Integrated Report posting date 31 March 2015

Dividends  

• Interim dividend 26 cents

• Final dividend 66 cents

Details of final dividend declared:  

• Last day to trade to receive a dividend Friday, 10 April 2015

• Shares commence trading ex-dividend Monday, 13 April 2015

• Record date Friday, 17 April 2015

• Payment date Monday, 20 April 2015

Share certificates may not be dematerialised or rematerialised between Monday, 
13 April 2015 and Friday, 17 April 2015, both days inclusive.



ADMINISTRATION

MPACT INTEGRATED REPORT 2014 93

Notice of Annual General Meeting 

Mpact Limited
(Incorporated in the Republic of South Africa)
Registration number 2004/025229/06
Share code: MPT         ISIN: ZAE000156501
(“Mpact” or “the company” or “the Group”)

NOTICE IS HEREBY GIVEN to the shareholders of Mpact as at 
Friday, 20 March 2015, being the record date to receive notice 
of the Annual General Meeting in terms of section 59(1)(a) of the 
Companies Act 71 of 2008, as amended (the “Companies Act”), 
that the Annual General Meeting of the company, in respect of 
the year ended 31 December 2014, will be held at The Venue, 
17 The High Street, Melrose Arch, Johannesburg, on Thursday, 
4 June 2015 at 13:00.

ELECTRONIC PARTICIPATION

Shareholders or their proxies may participate in the meeting by 
way of a teleconference call and, if they wish to do so:

• must contact the Company Secretary by email at the email 
address: NSepuru@mpact.co.za, by no later than 13:00 on 
Friday, 29 May 2015 in order to obtain a pin number and dial-in 
details for that conference call;

• will be required to provide reasonably satisfactory identification, 
which will include a valid identity document, driver’s licence or 
passport;

• will be billed separately by their own telephone service providers 
for their telephone call to participate in the meeting; and

• shareholders participating by teleconference are required to 
submit their Form of Proxy, enclosed with this Notice of Annual 
General Meeting.

This Notice of Annual General Meeting includes the attached Form 
of Proxy.

RECORD DATE

The record date for the purpose of determining which shareholders 
of the company are entitled to receive the Notice of the Annual 
General Meeting was Friday, 20 March 2015. 

The record date for the purpose of determining which shareholders 
of the company are entitled to participate in and vote at the Annual 
General Meeting is Friday, 29 May 2015, in accordance with 
section 62(3)(a), read with section 59(1)(b), of the Companies Act.

Accordingly, the last day to trade for shareholders to be entitled to 
attend, speak and vote at the Annual General Meeting is Friday, 
22 May 2015.

ATTENDANCE AND VOTING

If you are a registered shareholder (i.e. a shareholder who has 
not dematerialised his shares or has dematerialised his shares 
with ‘own name’ registration) as at the record date to attend, 
speak and vote at the Annual General Meeting of the company 
(i.e. Friday, 29 May 2015), you may attend the meeting in person. 
Alternatively, you may appoint a proxy (who need not be a 
shareholder of the company) to represent you at the meeting.  
Any appointment of a proxy may be effected by using the attached 
Form of Proxy and, in order for the proxy to be effective and 
valid, must be completed and delivered in accordance with the 
instructions contained in the attached Form of Proxy.

If you are a beneficial shareholder and not a registered 
shareholder (i.e. a shareholder who has dematerialised his shares 
without ‘own name’ registration) as at the record date to attend, 
speak and vote at the Annual General Meeting of the company (i.e. 
Friday, 29 May 2015):

• and wish to attend the meeting, you must obtain the necessary 
letter of representation to represent the registered holder in 
respect of your shares from your CSDP or broker;

• and do not wish to attend the meeting but would like your 
vote to be recorded at the Annual General Meeting, you 
should contact the registered holder in respect of your shares 
through your CSDP or broker and furnish them with your voting 
instructions; and

• you must not complete the attached Form of Proxy.

All attendees and participants at the Annual General 
Meeting will be required to provide identification 
reasonably satisfactory to the Chairman of the Annual 
General Meeting, which shall include a valid identity 
document, driver’s license or passport, in accordance with 
section 63(1) of the Companies Act.

Shares held by a share trust or other share incentive scheme 
of the company will not have their votes taken into account at 
the Annual General Meeting for the purposes of the resolutions 
proposed in terms of the JSE Listings Requirements.

All voting at the Annual General Meeting will be conducted on 
a poll.

PURPOSE OF THE MEETING

The purpose of this meeting is to:

• present the Directors’ Report and the Audited Financial 
Statements of the Group for the year ended 31 December 2014;

• elect the directors of the company and the members of the 
Audit and Risk Committee of the company;

• appoint the auditors of the company;

• present the Audit and Risk Committee Report;
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• present the Social and Ethics Committee Report;

• consider any matters raised by shareholders;

• consider and if deemed fit, to pass, with or without modification, 
the ordinary and special resolutions set out below in the manner 
required by the Companies Act, the JSE Listings Requirements 
and the memorandum of incorporation of the company ("MOI"); 
and

• deal with such other business as may lawfully be dealt with at 
the Annual General Meeting, which Annual General Meeting is 
to be participated in and voted at by shareholders registered 
as such on Friday, 29 May 2015, being the record date to 
participate in and vote at the Annual General Meeting in terms of 
section 62(3) (a) read with section 59(1) (b) of the  
Companies Act.

In order for the special resolutions to be adopted, the support of 
at least 75% (seventy-five percent) of the total number of votes, 
which the shareholders present or represented by proxy at this 
meeting are entitled to cast, is required.

AUDITED FINANCIAL STATEMENTS

The Audited Financial Statements (as approved by the Board of 
the company), including the Directors’ Report, the Audit and Risk 
Committee Report and the Independent Auditor’s Report for the 
year ended 31 December 2014, are published on the company’s 
website: www.mpact.co.za. A summary of the financial statements 
is set out at pages 71 to 89 of the Integrated Report of which this 
notice forms part.

ORDINARY RESOLUTION NUMBER 1: 
ACCEPTANCE OF THE AUDITED FINANCIAL 
STATEMENTS

“RESOLVED THAT the Audited Financial Statements for 
the company (and its subsidiaries) for the year ended 
31 December 2014, including the Directors’ Report and the 
Independent Auditor’s Report therein, be and are hereby received 
and accepted.”

Percentage of voting rights required to pass this resolution: 
50% plus one vote.

ORDINARY RESOLUTION NUMBER 2:  
RE-ELECTION OF DIRECTOR – AJ PHILLIPS

“RESOLVED THAT AJ Phillips, who retires by rotation in 
accordance with the MOI of the company, and being eligible, offers 
himself for re-election, be and is hereby re-elected as a director of 
the company.”

(A brief curriculum vitae in respect of AJ Phillips is set out on  
page 21 of the Integrated Report of which this notice forms part.)

Percentage of voting rights required to pass this resolution: 50% 
plus one vote.

ORDINARY RESOLUTION NUMBER 3:  
RE-ELECTION OF DIRECTOR – NP DONGWANA

“RESOLVED THAT NP Dongwana, who retires by rotation in 
accordance with the MOI of the company, and being eligible, offers 
herself for re-election, be and is hereby re-elected as a director of 
the company.”

(A brief curriculum vitae in respect of NP Dongwana is set out on 
page 21 of the Integrated Report of which this notice forms part.)

Percentage of voting rights required to pass this resolution: 50% 
plus one vote.

The Remuneration and Nomination Committees have reviewed the 
composition of the Board and has recommended the re-election 
of the directors listed in ordinary resolutions numbers 2 and 3. It 
is the view of the directors that the re-election of the candidates 
referred to above would enable the company to: 

• responsibly maintain a mixture of business skills and experience 
relevant to the company and balance the requirements of 
transformation, continuity and succession planning; and 

• comply with corporate governance requirements in respect of 
matters such as the balance of executive, non-executive and 
independent directors on the Board.

ORDINARY RESOLUTION NUMBER 4: 
APPOINTMENT OF AUDITORS

“RESOLVED THAT Deloitte & Touche be and are hereby re-
appointed as the independent auditors of the Group and, that 
Mark Holme is hereby appointed as the individual registered 
auditor who will undertake the audit of the Group for the ensuing 
year, and that the Board be and is hereby authorised to fix the 
terms of engagement and remuneration of the independent 
auditors.”

Percentage of voting rights required to pass this resolution: 50% 
plus one vote.

ORDINARY RESOLUTION NUMBER 5: ELECTION 
OF TDA ROSS AS A MEMBER OF THE AUDIT 
AND RISK COMMITTEE

“RESOLVED THAT TDA Ross, who fulfils the requirements of 
section 94(4) of the Companies Act, be and is hereby elected as a 
member of the Audit and Risk Committee of the company, to hold 
office until the conclusion of the Annual General Meeting of the 
company to be held in 2016.

(A brief curriculum vitae for TDA Ross is set out on page 21 of the 
Integrated Report of which this notice forms part.)”

Percentage of voting rights required to pass this resolution: 50% 
plus one vote.

Notice of Annual General Meeting (continued)
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ORDINARY RESOLUTION NUMBER 6: ELECTION 
OF NP DONGWANA AS A MEMBER OF THE 
AUDIT AND RISK COMMITTEE

“RESOLVED THAT NP Dongwana, who fulfils the requirements of 
section 94(4) of the Companies Act, be and is hereby elected as 
a member of the Audit and Risk Committee of the company, to 
hold office until the conclusion of the Annual General Meeting of 
the company to be held in 2016, subject to her re-election as a 
director pursuant to ordinary resolution number 3. 

(A brief curriculum vitae for NP Dongwana is set out on page 21 of 
the Integrated Report of which this notice forms part.)”

Percentage of voting rights required to pass this resolution: 50% 
plus one vote.

ORDINARY RESOLUTION NUMBER 7: ELECTION 
OF AM THOMPSON AS A MEMBER OF THE 
AUDIT AND RISK COMMITTEE

“RESOLVED THAT AM Thompson, who fulfils the requirements of 
section 94(4) of the Companies Act, be and is hereby elected as a 
member of the Audit and Risk Committee of the company, to hold 
office until the conclusion of the Annual General Meeting of the 
company to be held in 2016.

(A brief curriculum vitae for AM Thompson is set out on page 21 of 
the Integrated Report of which this notice forms part.)”

Percentage of voting rights required to pass this resolution: 50% 
plus one vote.

ORDINARY RESOLUTION NUMBER 8: 
ENDORSEMENT OF MPACT’S REMUNERATION 
POLICY

"RESOLVED THAT, the company’s remuneration policy, as set out 
in the Remuneration Report, be and is hereby endorsed by way of 
a non-binding advisory note.”

In terms of Chapter 2 of King III dealing with boards and directors, 
it is recommended that companies table their remuneration policy 
every year to shareholders for a non-binding advisory vote at 
the Annual General Meeting. This vote enables shareholders to 
express their views on the remuneration policies adopted and on 
their implementation.

The company’s Remuneration Report is contained on pages 55 to 
62 of the Integrated Report of which this notice forms part.

Ordinary resolution number 8 is of an advisory nature only and 
failure to pass this resolution will therefore not have any legal 
consequences relating to existing arrangements. However, the 
Board will take the outcome of the vote into consideration when 
considering the company’s remuneration policy.

Percentage of voting rights required to pass this resolution: 50% 
plus one vote.

SPECIAL RESOLUTIONS

SPECIAL RESOLUTION NUMBER 1: GENERAL 
AUTHORITY TO ACQUIRE/REPURCHASE 
SHARES

“RESOLVED THAT the company hereby approves, as 
contemplated in paragraph 5.72 of the JSE Listings Requirements, 
the general authority of the company or any of its subsidiaries from 
time to time, to repurchase the company’s own securities, upon 
such terms and conditions and in such amounts as the directors 
may from time to time decide, but subject to the company’s 
MOI, the provisions of the Companies Act and the JSE Listings 
Requirements (each as presently constituted and as amended 
from time to time), provided that:

• any repurchase of securities must be effected through the order 
book operated by the JSE trading system and done without any 
prior understanding or arrangement between the company and 
the counter-party (reported trades are prohibited);

• authorisation for the repurchase is given by the company’s MOI;

• at any point in time, the company may only appoint one agent 
to effect any repurchase(s) on the company’s behalf;

• this general authority will be valid until the company’s next 
Annual General Meeting, or 15 (fifteen) months from the date of 
passing of this special resolution, whichever is earlier;

• an announcement will be published as soon as the company, 
or any of its subsidiaries, has acquired securities of a relevant 
class constituting, on a cumulative basis, 3% of the number of 
securities of that relevant class in issue prior to the acquisition 
pursuant to which the aforesaid 3% threshold is reached, and for 
each 3% in aggregate acquired thereafter, containing full details 
of such repurchases, such announcement to be published as 
soon as possible and not later than 08:30 on the business day 
following the day on which the relevant threshold is reached 
or exceeded, and the announcement shall comply with the 
requirements of the JSE Listings Requirements in this regard;

• repurchases by the company or any of its subsidiaries of its 
own securities may not, in aggregate in any one financial year, 
exceed 20% of the company’s issued share capital as at the 
date of the passing of this resolution (although it should be 
noted that the directors will limit any purchase to a maximum of 
5% of the issued share capital);

• the number of shares purchased and held by a subsidiary or 
subsidiaries of the company shall not exceed 10% in aggregate of 
the number of issued shares in the company at the relevant times;

• in determining the price at which securities issued by the 
company are acquired by it or any of its subsidiaries in terms 
of this general authority, the maximum premium at which 
such securities may be acquired will be 10% of the weighted 
average of the market value at which such securities are traded 
on the JSE as determined over the 5 (five) business days 
immediately preceding the date of repurchase of such securities 
by the company or any of its subsidiaries. The JSE should be 
consulted for a ruling if such securities have not been traded 
during the course of such 5 (five) business day period;
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• the company or any of its subsidiaries may not repurchase any 
securities during a “prohibited period” (as such term is defined 
in the JSE Listings Requirements), unless they have in place 
a repurchase programme where the dates and quantities of 
securities to be traded during the relevant period are fixed (not 
subject to any variation) and  has been submitted to the JSE 
in writing. The company must instruct an independent third 
party, which makes its investment decisions in relation to the 
company’s securities independently of, and uninfluenced by, the 
issuer, prior to the commencement of the prohibited period to 
execute the repurchase programme submitted to the JSE;

• any such repurchase is subject to Exchange Control 
Regulations and approval at that time; and

• a resolution has been passed by the Board of directors 
authorising the repurchase and confirming that the company 
and its subsidiaries passed the solvency and liquidity test and 
that from the time that the test was done there have been no 
material changes to the financial position of the Group. 

Percentage of voting rights required to pass this special resolution: 
75% (seventy-five percent) of the total number of votes, which the 
shareholders present or represented by proxy at this meeting are 
entitled to cast, is required.

REASON FOR AND EFFECT

The reason for the passing of the above special resolution is to 
grant the company a general authority in terms of the Companies 
Act for the acquisition by the company or any of its subsidiaries 
of securities issued by the company, which authority shall be valid 
until the earlier of the next Annual General Meeting, or the variation 
or revocation of such general authority by special resolution by 
any subsequent general meeting of the company; provided that 
the general authority shall not extend beyond 15 (fifteen) months 
from the date of this Annual General Meeting. The passing of this 
special resolution will have the effect of authorising the company or 
any of its subsidiaries to acquire securities issued by the company.

DIRECTORS’ RESPONSIBILITY STATEMENT

The directors, whose names are given on page 21 of the 
Integrated Report of which this notice forms part, collectively 
and individually accept full responsibility for the accuracy of the 
information pertaining to the above special resolution number 1 
and certify that to the best of their knowledge and belief there are 
no facts that have been omitted which would make any statement 
false or misleading and that all reasonable enquiries to ascertain 
such facts have been made and that the above special resolution 
contains all relevant information required by the JSE Listings 
Requirements.

STATEMENT BY THE DIRECTORS

The directors of the company have no present intention of making 
any repurchases but believe that the company should retain the 
flexibility to take action if future repurchases were considered 
desirable and in the best interests of shareholders. The directors 
of the company undertake that they will not commence a general 
repurchase of shares, as contemplated in Special resolution 
number 1 above, unless the following can be met:

• the company and its subsidiaries  will be able, in the ordinary 
course of business, to pay its debts for a period of 12 months 
following the date of the general repurchase;

• the company and the Group’s assets will be in excess of the 
liabilities of the of the company and the Group for a period of 
12 months following the date of the general repurchase. For 
this purpose, the assets and liabilities will be recognised and 
measured in accordance with the accounting policies used in 
the latest Audited Financial Statements which comply with the 
Companies Act; 

• the company and its subsidiaries will have adequate capital 
and reserves for ordinary business purposes for a period of 
12 months following the date of the general repurchase; 

• the working capital of the company and its subsidiaries will be 
adequate for ordinary business purposes for a period of 12 
months following the date of the general repurchase; 

•  the Board passing a resolution authorising the general 
repurchase, confirming that the company and its subsidiaries 
have passed the solvency and liquidity test and further 
confirming that since the test was performed, there have been 
no material changes to the financial position of the company 
and the Group; and

• in the event that the repurchase was made during a prohibited 
period through a repurchase programme pursuant to paragraph 
5.69(h) and/or 14.9(e) of schedule 14 of the JSE Listings 
Requirements, a statement confirming that the repurchase 
was put in place pursuant to a repurchase programme prior to 
prohibited period in accordance with the Listings Requirements.    

The directors of the company hereby state that:

(a) the intention of the directors of the company is to utilise the 
authority if, at some future date, the cash resources of the 
company are in excess of its requirements. In this regard 
the directors will take account of, inter alia, an appropriate 
capitalisation structure for the company and the long-term 
cash needs of the company and will ensure that any such 
utilisation is in the interests of the shareholders; and

(b) the method by which the company intends to repurchase its 
securities and the date on which such repurchase will take 
place, have not yet been determined.
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SPECIAL RESOLUTION NUMBER 2: APPROVAL OF NON-EXECUTIVE DIRECTORS’ FEES

“RESOLVED THAT the non-executive directors’ fees payable for the periods, set out below, be and are hereby approved:

Base fee 
1 July 2015

to
30 June 2016

R

Attendance 
fee

1 July 2015
to

30 June 2016 
R

Full fee
R

Base fee 
1 July 2014

to
30 June 2015 

R

Attendance 
fee

1 July 2014
to

30 June 2015 
R

Full fee
R

Board 
Chairman* – – 841,576 – – 786,520
Each non-executive director 128,640 102,193 230,833 120,224 95,508 215,731

Audit and Risk Committee
Chairman 204,382 191,012
Each non-executive director 102,191 95,506

Remuneration Committee
Chairman 153,888 143,821

Remuneration and Nomination 
Committee
Each non-executive director 76,944 71,910

Social and Ethics Committee
Chairman 153,888 143,821
Each non-executive director 76,944 71,910

The above fees calculated up to four meetings per annum.

* The Chairman’s fees is an all-inclusive fee

Percentage of voting rights required to pass this resolution: 75% (seventy-five percent) of the total number of votes, which the shareholders 
present or represented by proxy at this meeting are entitled to cast, is required.

REASON FOR AND EFFECT

Special resolution number 2 is required in terms of section 66(9) of 
the Companies Act to authorise the company to pay remuneration 
to non-executive directors of the company in respect of their 
services as directors. Executive directors are not remunerated for 
their services as directors but are remunerated as employees of 
the company. 

Furthermore, in terms of the Companies Act and King III, 
remuneration payable to non-executive directors should be 
approved by shareholders in advance or within the previous 
2 (two) years.

SPECIAL RESOLUTION NUMBER 3: APPROVAL 
OF FINANCIAL ASSISTANCE

“RESOLVED THAT, the Board may, subject to compliance with 
the requirements of the company’s MOI, the Companies Act and 
the JSE Listings Requirements, each as presently constituted and 
as amended from time to time, authorise the company to provide 
direct or indirect financial assistance by way of loan, guarantee, 
the provision of security or otherwise, to any of its present or 
future subsidiaries and/or any other company or corporation 
that is or becomes related or inter-related to the company or any 
of its subsidiaries (and/or to any member of such subsidiary or 
related or interrelated company or corporation) for any purpose 
or in connection with any matter, including, but not limited to the 
subscription for any option, or any securities, issued or to be 
issued by the company or a related or inter-related company, or 

for the purchase of any securities of the company or a related or 
inter-related company.”

Percentage of voting rights required to pass this resolution: 75% 
(seventy-five percent) of the total number of votes, which the 
shareholders present or represented by proxy at this meeting are 
entitled to cast, is required.

REASON FOR AND EFFECT

It may be necessary for the company to provide intra-group 
funding in order to conduct the Group’s business or desirous 
for the company to provide financial assistance to related or 
inter-related companies and corporations to acquire or subscribe 
for options or securities or purchase securities of the company 
or another company related or inter-related to it. Under the 
Companies Act, the company will, however, require the special 
resolution referred to above to be adopted. In the circumstances 
and in order to, inter alia, ensure that the company’s subsidiaries 
and other related and inter-related companies and corporations 
have access to financing and/or financial backing from the 
company (as opposed to banks) for such purposes, it is necessary 
to obtain the approval of shareholders, as set out in special 
resolution number 3.

Sections 44 and 45 of the Companies Act provide, inter alia, that 
the particular financial assistance must be provided only pursuant 
to a special resolution of the shareholders, adopted within the 
previous 2 (two) years, which approved such assistance either 
for the specific recipient, or generally for a category of potential 
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recipients, and the specific recipient falls within that category, and 
the Board must be satisfied that:

• immediately after providing the financial assistance, the 
company would satisfy the solvency and liquidity test; and

• the terms under which the financial assistance is proposed to 
be given are fair and reasonable to the company.

Section 44 contains an exemption in respect of employee 
share schemes that satisfy the requirements of section 97 of 
the Companies Act. To the extent that any of the company’s 
share or other employee incentive schemes do not satisfy such 
requirements, financial assistance (as contemplated in section 44) 
to be provided under such schemes will, inter alia, also require 
approval by special resolution.

Notice to shareholders of Mpact in terms of section 45(5) of the 
Companies Act of a resolution passed by the Board authorising 
Mpact to provide direct or indirect financial assistance to related 
and inter-related companies and corporations:

• prior to the delivery of this Notice of Annual General Meeting 
to the shareholders of the company, the Board adopted a 
resolution (“section 45 Board Resolution”) on 3 March 2015 
authorising the company to provide, at any time and from 
time-to-time during the period commencing on the date on 
which special resolution number 3 is adopted until the date of 
the next Annual General Meeting of the company, any direct or 
indirect financial assistance as contemplated in section 45 of 
the Companies Act to any one or more related or inter-related 
companies or corporations of the company. The financial 
assistance will entail loans and any other financial assistance 
to any of the company’s present or future subsidiaries and/or 
any other company or corporation that is or becomes related 
or inter-related to the company or any of its subsidiaries (and/
or to any member of such subsidiary or related or inter-related 
company or corporation) for any purpose or in connection with 
any matter; 

• the section 45 Board Resolution will be effective only if and to 
the extent that special resolution number 3 is adopted by the 
shareholders of the company and the provision of any financial 
assistance by the company, pursuant to such resolution, 
will always be subject to the Board being satisfied that: (i) 
immediately after providing such financial assistance, the 
company will satisfy the solvency and liquidity test as referred 
to in section 45(3)(b)(i) of the Companies Act; and (ii) the terms 
under which the financial assistance is to be given are fair and 
reasonable to the company as referred to in section 45(3)(b)(ii) of 
the Companies Act; and

• the company hereby provides notice of the  Board Resolution to 
the shareholders of the company.

ANY MATTERS RAISED BY SHAREHOLDERS, 
WITH OR WITHOUT ADVANCE NOTICE TO THE 
COMPANY

To deal at the Annual General Meeting with any matters raised by 
shareholders, with or without advance notice to the company.

VOTING AND PROXIES

A shareholder of the company entitled to attend and vote at the 
Annual General Meeting is entitled to appoint one or more proxies 
(who need not be a shareholder of the company) to attend, 
vote and speak in his/her stead. On a show of hands, every 
shareholder of the company present in person or represented by 
proxy shall have one vote only. On a poll, every shareholder of the 
company present in person or represented by proxy shall have one 
vote for every share held in the company by such shareholder.

Dematerialised shareholders who have elected own-name 
registration in the sub-register through a CSDP and who are 
unable to attend but wish to vote at the Annual General Meeting, 
should complete and return the attached Form of Proxy and lodge 
it with the transfer secretaries of the company.

Shareholders who have dematerialised their shares through a 
CSDP or broker rather than through own-name registration and 
who wish to attend the Annual General Meeting must instruct their 
CSDP or broker to issue them with the necessary authority to 
attend.

If such shareholders are unable to attend, but wish to vote at the 
Annual General Meeting, they should timeously provide their CSDP 
or broker with their voting instructions in terms of the custody 
agreement entered into between that shareholder and his/her 
CSDP or broker.

Forms of proxy may also be obtained on request from the 
company’s registered office. The completed Form of Proxy must 
be deposited at, posted or faxed to the transfer secretaries at the 
address set out on the Form of Proxy attached hereto, and must 
be received at least 48 hours prior to the meeting.

Any shareholder who completes and lodges a Form of Proxy will 
nevertheless be entitled to attend and vote in person at the Annual 
General Meeting should the shareholder subsequently decide to 
do so. 

SUMMARY OF THE RIGHTS OF A 
SHAREHOLDER TO BE REPRESENTED BY 
PROXY

For purposes of this summary, the term “shareholder” shall have 
the meaning ascribed thereto in section 57(1) of the Companies 
Act.
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Shareholders’ rights regarding proxies in terms of section 58 of 
the Companies Act include, inter alia, to at any time appoint any 
individual, including an individual who is not a shareholder of that 
company, as a proxy to participate in, and speak and vote at, a 
shareholders’ meeting on behalf of the shareholder.

A proxy appointment:

• must be in writing, dated and signed by the shareholder; and

• remains valid for:

– one year after the date on which it was signed; or

– any longer or shorter period expressly set out in the 
appointment, unless it is revoked in a manner contemplated 
in section 58(4)(c); or expires earlier as contemplated in 
section 58(8)(d) of the Companies Act.

Except to the extent that the memorandum of incorporation of the 
company provides otherwise:

• a shareholder of that company may appoint 2 (two) or more 
persons concurrently as proxies, and may appoint more than 
one proxy to exercise voting rights attached to the different 
securities held by the shareholder;

• a proxy may delegate the proxy’s authority to act on behalf of 
the shareholder to another person, subject to any restriction set 
out in the instrument appointing the proxy; and

• a copy of the instrument appointing a proxy must be 
delivered to the company, or to any other person on behalf 
of the company, before the proxy exercises any rights of the 
shareholder at a shareholders’ meeting.

Irrespective of the form of instrument used to appoint a proxy:

• the appointment is suspended at any time and to the extent 
that the shareholder chooses to act directly and in person in the 
exercise of any rights as a shareholder;

• the appointment is revocable unless the proxy appointment 
expressly states otherwise; and

• if the appointment is revocable, a shareholder may revoke the 
proxy appointment by:

– cancelling it in writing, or making a later inconsistent 
appointment of a proxy; and

– delivering a copy of the revocation instrument to the proxy 
and to the company.

The revocation of a proxy appointment constitutes a complete and 
final cancellation of the proxy’s authority to act on behalf of the 
shareholder as of the later of the date:

• stated in the revocation instrument, if any; or

• upon which the revocation instrument is delivered to the proxy 
and the relevant company as required in section 58(4) (c) (ii) of 
the Companies Act.

Should the instrument appointing a proxy or proxies have been 
delivered to the relevant company, as long as that appointment 
remains in effect, any notice that is required by the Companies Act 
or the relevant company’s MOI to be delivered by such company 
to the shareholder must be delivered by such company to:

• the shareholder, or

• the proxy or proxies if the shareholder has in writing directed 
the relevant company to do so and has paid any reasonable fee 
charged by the company for doing so.

A proxy is entitled to exercise, or abstain from exercising, any 
voting right of the relevant shareholder without direction, except to 
the extent that the MOI of the relevant company or the instrument 
appointing the proxy provide otherwise.

If a company issues an invitation to shareholders to appoint one or 
more persons named by such company as a proxy, or supplies a 
form of instrument for appointing a proxy:

• such invitation must be sent to every shareholder who is entitled 
to receive notice of the meeting at which the proxy is intended 
to be exercised;

• the invitation or form of proxy must bear a reasonably 
prominent summary of the rights established by section 58 
of the Companies Act, contain adequate space to enable a 
shareholder to write in the name, and if so desired an alternative 
name, of a proxy chosen by the shareholder and provide 
adequate space for the shareholder to indicate whether the 
appointed proxy is to vote in favour of or against any resolution 
or resolutions to be put at the meeting, or abstain from voting;

• the company must not require that the proxy appointment be 
made irrevocable; and

• the proxy appointment remains valid only until the end of the 
relevant meeting at which it was intended to be used, unless 
revoked as contemplated in section 58(5) of the Companies Act.

The practical applications of the aforementioned rights are 
discussed in the notes to the Form of Proxy attached hereto.

By order of the Board

Noriah Sepuru
Company Secretary

3 March 2015
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Glossary of Terms

The terms listed below have been used throughout this Integrated Report.

“Basic EPS” Earnings for the year attributable to 
equity holders of Mpact divided by the 
weighted average number of ordinary 
shares in issue during the year

“B-BBEE” Broad-Based Black Economic 
Empowerment

"BEE" Black Economic Empowerment

“CEO” Chief Executive Officer

“CFO” Chief Financial Officer

“CIO” Chief Information Officer

“CIPC” Companies and Intellectual Property 
Commission

“ Closing earnings 
yield”

HEPS as a percentage of market value 
per share at 31 December

“Closing PE ratio” Market value per share at 31 December 
divided by HEPS 

“Companies Act” Companies Act No 71 of 2008

“ Consolidated 
gearing”

Net debt excluding cash and cash 
equivalents as a ratio to total equity

“CSDP” Central Securities Depositary 
Participants

“CSI” Corporate Social Investment

"CSR" Corporate Social Responsibility

“DEA” Department of Environmental Affairs

“Dividend cover” Underlying EPS divided by dividend  
per share

“DTI” Department of Trade and Industry

“Earnings yield” HEPS as a percentage of market value 
per share

“EBIT” Earnings before interest and taxation

"EE" Employment Equity

“EPS” Earnings per share

“Exco” The Executive Committee

“FMCG” Fast Moving Consumer Goods

“GDP” Gross Domestic Product

“GRI” Global Reporting Initiative

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

“IDC” Industrial Development Corporation

“IFRS” International Financial Reporting 
Standards

“IT”/“ICT” Information Technology/Information 
Communication and Technology

“JSE” JSE Limited

“King III” King Report on Corporate Governance 
for South Africa 2009

“KPI” Key Performance Indicators

“ Listings 
Requirements”

Listings Requirements of the JSE

“MOI” Memorandum of Incorporation

“ Mpact” or  
“the Group”

Mpact Limited and its subsidiaries

“ Net asset value  
per share”

The net asset value of the company 
divided by the number of shares in 
issue, after deducting treasury shares, 
at the end of the year

“ Operating profit 
margin”

EBIT as a percentage of revenue

“PDIs” Previously Disadvantaged Individuals

“PE” Price earnings, market value per share 
divided by HEPS

“PET” Polyethylene terephthalate

“QSR” Quick Services Restaurant

“ROCE” Return on Capital Employed

“rPET” Recycled PET

“SADC” Southern African Development 
Community

“SENS” Stock Exchange News Service

“SRI” Socially Responsible Investment 

“the Board” The Board of directors of Mpact

“the company” Mpact Limited

“the current year” The financial year ended  
31 December 2014

“the next year” The financial year ending  
31 December 2015

“the previous year” The financial year ended  
31 December 2013

“ underlying 
earnings”

Net profit after tax and before special 
items attributable to equity holders of 
the company

“underlying EBIT” Earnings before interest and taxes and 
before special items

“ underlying 
operating profit 
margin”

Operating profit including subsidiaries 
and joint ventures before special items 
as a percentage of revenue




