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RISK MANAGEMENT
REPORT

Risk management process
Critical risks are identified through our risk framework, which
provides the executive committee and the board with a robust
assessment of the principle risks facing the company.

KAP

Financial risks

The company implements enterprise risk management on a divisional level through its decentralised operating model. However,
the board recognises that some risks are best managed on a centralised and integrated basis. Financial risks, such as liquidity risk,
currency risk and interest rate risk, are largely managed centrally.

The company
maintains a group
insurance programme,
including a degree of
self-insurance, which
provides financial

The company’s policy
remains to balance
interest rates on our
debt instruments
between variable and
fixed interest rates.

The company’s

trade receivables
consist of a large,
widespread customer
base. Customers’
credit exposures are

The company’s policy
remains to spread

its debt requirement
across a range of
instruments and
maturity dates and

The principal objective
of the company’s
currency risk
management strategy
remains to mitigate
open exposure to

An embedded enterprise risk management process supports the identification of these principle risks. The risk appetite for each
principle risk is reviewed and approved by the board to support risk-based decision-making.

Covid-19 pandemic
The impact of the unexpected outbreak of the Covid-19 pandemic early in 2020 on the company’s business environment and
performance was complex and significant. It exposed the company to sustainability risks at various levels across its divisions. The
following critical risks were identified during the Lockdown and after the relaxation of restrictions:

Mitigation

Mitigation

Risk

Sufficient liquidity and facilities

Regular financial forecasts were
performed, including monthly forecasts
after every month-end. Sufficient
facilities were raised with banks to
cover medium-term repayments of
maturing debt. Several cost-saving
and cash-preservation measures were
implemented across the group.

Current and future demand for

products and services (economic
activity)

Trading improved as the Lockdown
restrictions were reduced. While
operational management continued

to focus on sustaining and growing
revenue, appropriate restructuring and
cost controls were implemented where
activity and revenue decreased.

Sustainability of customers and
potential bad debts

While the risk of bad debts increased
with the Lockdown, as restrictions were
relaxed and customers started to trade
at increased levels, the risk of default
decreased. In addition to the credit
insurance cover and credit management
controls, management implemented
stricter credit approval levels and more
detailed reporting was introduced to
manage this risk.

Risk

Sustainability of suppliers and
supply interruptions

In specific areas, additional investments
were made in safety stock and critical
spares. As the Lockdown restrictions
were relaxed, supply chains reopened,
and divisions were able to operate with
limited or no supply interruptions.

Business interruptions as a result
of infections

On the divisional level, there are high
concentrations of employees at certain
sites, such as manufacturing sites or at
customer locations. The possibility of
disruptions at these sites, as a result of
infections persists, but has been very
limited to date. Protocols to prevent

the spread of Covid-19 have been
meticulously implemented and remain in
force at all sites.

Effect on employees and the work
environment

All divisions comply with precautionary
measures required by law. The effects
on employees and the work environment
have decreased significantly as
employers and employees adapt to

the new legal requirements to curb the
spread of the virus.

from a variety of
funding sources,

in order to reduce
refinancing risk and
concentration risk.

movements in foreign
exchange rates in
relation to purchase

or sales orders for
products, services and

continually monitored,
and appropriate use
is made of credit
insurance.

protection against
unforeseen events that
could cause financial
loss.

capital expenditure.

Critical operational and sustainability risks
The company’s operational risks are rated according to the potential impact and likelihood at divisional level, based on our
enterprise risk framework. Mitigating actions are designed and implemented to manage risk to acceptable levels. All divisional critical
risks which are not mitigated to within the acceptable risk levels are assessed further from a group risk perspective. These critical
risks are disclosed below:

Description

Other significant operational and sustainability
risks

Inconsistent electricity supply due to interruptions and non-
supply is potentially a critical risk. This risk relates not only to
Eskom load-shedding with supply spikes and dips, but also

to ageing and poorly managed and maintained municipal
infrastructure and ongoing instances of cable theft. The
cumulative effect of this on the company’s various plants and
customers’ businesses over time may be significant.

Risk

Integrated Timber

Significant fires damaging timber
resources

Severe weather conditions and extended
droughts create an environment
susceptible to significant fires which can
be caused by humans or environmental
factors, and can severely damage the
division’s timber plantations. Although
the standing timber is insured, the effect
of reduced availability of raw materials
remains a critical risk. The division
continues to invest in fire detection and
firefighting capabilities and to implement
standard forestry fire prevention
practices.

Polymers

Commodity margin and exchange
rate exposure

Margins are impacted by global supply
and demand dynamics of both key

raw materials and polymer products.

In addition, the exchange rate impacts
local margins since key raw material
and polymers are US dollar driven.
Since both raw materials and finished
products are affected by similar industry
factors, the division does not hedge
these exposures. The three polymers
produced provide diversification and in
addition, the division continuously adds
value through selling non-commodity
grades. The company benchmarks its
operations to ensure that it remains
globally competitive.

Supply failure of key raw materials

Key raw material supply is contractual
on a long-term basis. The raw materials
are supplied from more than one source
and business interruption insurance is
maintained.

The public perception of plastic waste and its impact on the
environment presents a risk in terms of the potential negative
impact on future polymer consumption. Management is actively
engaging with various industry bodies and leading a campaign
to address this risk. The company is participating in a number of
initiatives that assist with plastic waste management.

Management considered all known material risks not reported
on to be adequately mitigated. Regular risk management
assessments are conducted to identify areas from which
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We continuously monitor the potential impact of climate change management is able to develop and implement corrective actions.

on our operations. Although it poses a potential risk, specifically
for our timber plantations in the future, it is not rated as a
critical risk.

The group’s risk management process and internal control
environment remain key focus areas for the board and
management.

54 «kap 2020 KAP 2020 55



FTSE4GOOD
REPORT

KAP is committed to
continuously evaluating

and improving our long-
term sustainability in terms
of the environment, social
commitment and corporate
governance to the benefit
of shareholders, customers,
suppliers, employees and
communities.

The FTSE4Good ESG model

‘)Q\%

We regularly review and adapt our policies and processes
to reinforce our ability to be economically viable, socially
responsible and environmentally sound, while remaining
competitive.

The company provides policies and guidance to each of our

operating divisions. Within this framework, and in terms of

our decentralised business model, divisional management is
responsible for managing their division’s sustainability efforts and

is accountable to the board of directors as well as stakeholders. e

FTSE4Good Index

KAP subscribes to the guiding principles and reporting
requirements of the FTSE4Good Index across all the ESG pillars,
namely environment, social and governance, and uses this as

a framework to monitor compliance and progress. FTSE4Good
assesses companies on information that is in the public domain
according to the following model:

ESG Rating

No disclosure

Theme
exposure

Good practice

n Best practice

Pillar
exposure
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> 300 Indicators 14 Themes
Individually researched factors which

focus on key operational issues such as climate change/anti-corruption
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Three Pillars

One ESG rating
A score and risk for the issues in each ESG pillar, A cumulative score and risk for each of A cumulative calculation
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=y
READ MORE

KAP again improved its overall FTSE4Good score:

FY20 FY19 Fy18

FTSE4Good rating (score out of 5)

Environment 2.6 2.6 1.8
Social 3.5 2.5 2
Governance 3.9 4.3 4
Total 3.3 3 2.5

KAP improved its social pillar score significantly with additional
disclosures on Health and Safety and Labour Standards. The
governance score reduced compared to the prior year, solely due to
a change in the measurement criteria. The board and management
continue to improve the governance framework each year. The
publishing of the company's risk assessment will improve the score.

KAP was rated above the subsector average for a diversified industrial
company and above the industry average for industrial companies
across all three ESG pillars. ESG is monitored by the board and

the social and ethics committee and ESG measures have been
incorporated into employee incentive measurement criteria for FY19,
FY20 and FY21.

KAP

The social and ethics committee reviews the
company’s ESG targets in the context of FTSE4Good
and also monitors its standing in terms of:

the goals and purposes of the 10 Principles
as set out in the United Nations Global

Compact (‘UNGC’) regarding human rights,
labour, the environment and anti-corruption;

the recommendations of the Organisation for
Economic Co-operation and Development
(‘OECD’) regarding anti-corruption;

e the Employment Equity (‘EE’) Act;

¢ the Broad-Based Black Economic
Empowerment (‘B-BBEE’) Act;

e contact with politically exposed persons
(‘PEPS’).

KAP has applied to become a member of the UNGC.
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https://www.kap.co.za/sustainability/sustainability-context/

SOCIAL
REPORT

KAP acknowledges its

role and responsibility in
supporting the communities in
the areas where it operates.

During the year, R13.3 million (FY19: R17.5 million and FY18:
R14.6 million) was contributed to socio-economic development
across a number of projects. The company’s social responsibility
focus is on projects that will ultimately address poverty and
unemployment. KAP directs its activities to projects involving
the youth that enhance education, nutrition and community
development.

Throughout the company, divisions identify and are involved in
social projects that are aligned with their strategies and are in
close proximity to their operations.

The divisions actively engage with community members and
work with community organisations, non-profit organisations
(‘NPOs’) and various community service delivery organisations
to develop the appropriate projects and to execute these
projects successfully to the benefit of the recipients.

A few of the projects are highlighted below with additional
projects reported on the KAP website.

Education

School education

The rural schools in South Africa are often under-resourced and
face significant situational and curriculum delivery challenges.

PG Bison has partnered with Infundo since 2009 to develop the
Ugie CREATE education and community project.

Infundo is an independent level 2 B-BBEE social enterprise
consultancy specialising in educational development nationally,
including the rural areas of Ugie and Maclear in the

Eastern Cape, where PG Bison operates. The Ugie CREATE
initiative initially focused on three schools with the aim of
developing and coaching high school educators in critical
subjects, such as mathematics, physical science, accounting
and English to improve the standard of education.

Today Ugie CREATE works directly with seven schools in the
district, namely the ET Thabane Public School, Ugie High
School, Umthawelanga Senior Secondary School, Jamangile,
Maclear High, Maclear Methodist School and the Sibabale
Senior Secondary School.

In addition to improving the subject knowledge of the teachers,
the project also addresses management, leadership, coaching,
teacher development, community care and support. Teachers
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R13.3
million

contributed to
socio-economic

development during
the year

receive training on how to identify, assess and help learners with
special needs. The focus on improving the skills of the teachers
has a direct benefit in improving the quality of the education they [}
provide. REiD Viore

Since inception, pass rates have improved significantly. Last
year, two of the Ugie CREATE-sponsored schools achieved
matric pass rates of 100%.

R»mw
PG Bison has also provided additional assistance in the form of o
books and infrastructure, with the building of six classrooms and WATCH
ablution facilities.

This year, Infundo facilitated a partnership between the above
schools and St Peter’s College, a private school based in
Johannesburg. St Peter’s College agreed to share their online
lessons and resources. This has significantly improved the
quality of lessons in rural areas.

Despite schools being closed due to Covid-19 Lockdown
regulations, Infundo continued to provide support to teachers
and learners using a variety of digital platforms. Teachers
managed to send work home to learners, and the curriculum
was adapted to ensure that the school year could be
completed.

100%

matric pass rate

at two of the Ugie
CREATE-sponsored
schools

PG Bison, together with other funding partners, works closely
with the district tribal chiefs, the community, non-governmental
organisations (‘NGOs’), local government, as well as the heads
of department in the various schools.

Safripol supports two educational programmes. The LUSA
Community Chest Impact Fund is an initiative affiliated with
community-based organisations operating in the Vaal Triangle
region focused on providing training programmes to previously
disadvantaged communities. The Komati Foundation Initiative
helps high school learners improve their maths and science
skills. Post-graduate students from the Department of Chemical
Engineering at the University of Free State provide tutoring for
the learners, administered and supported by Safripol.

PG Bison in the southern Cape, assisted by the Knysna
Educational Trust, manages two creches in Brackenhill and
Ruigtevlei. PG Bison supplied and maintains the classrooms and
provides funding for three educators.

1.618 Design Education Initiative

The PG Bison 1.618 Education Initiative is an annual design
competition aimed at third-year interior design and architectural
students. The initiative, which started in 1992, has been
established as an integral part of the syllabus at the majority

of the tertiary interior design and architectural institutions
across South Africa. The competition creates the opportunity
for young designers to showcase their work to the industry.
Many competition finalists receive job offers based on their
submissions. Since its inception, more than 12 000 students
have participated in the competition. It is considered the premier
design competition in the country. The competition is judged by
independent external judges, who are experts in the field

of design.

Learners with disabilities

Unitrans Passenger, Safripol and Restonic have again partnered
with the Skills Development Corporation (‘SDC’) to sponsor 51
(FY19: 56) learners with disabilities.

The SDC is an accredited learning institution specialising in
training and learnership initiatives. It is a 51% black-women-
owned corporation that develops specific functional training

initiatives to maximise skills opportunities. All its programmes are

customised to accommodate learners with disabilities of
all levels.

The learners are all currently unemployed. The company
provides funding that covers tuition and a monthly stipend
for the learners. In addition, this year the learners have been
provided with a health plan, which covers visits to doctors,
access to medicines, dental and optical care, as well as an
emotional wellness service.

The 12-month course is a work-based learning programme
that, when completed, provides the learner with a recognised
and registered national qualification, managed by the Sector
Education and Training Authorities (‘SETA).

KAP

The Business Practice National Qualification Framework
(‘NQF’) Level 1 qualification is for anyone preparing to
become employed or self-employed in any business sector.
The qualification covers skills such as numeracy, literacy,
entrepreneurial or intrapreneurial thinking, basic financial
understanding, computer literacy and cognitive reasoning.
This qualification tackles a range of interesting and challenging
concepts — all designed to enhance employability.

On completion, the learners have an opportunity to apply for a
further learnership at a higher NQF level. These learners provide
KAP with a pool of candidates, should vacancies arise within the
company.

Nutrition

Unitrans volunteer programmes

Unitrans encourages our employees to volunteer one working
day per month to repackage food for FoodForward SA, an NPO.
FoodForward SA collects surplus food from manufacturers,
wholesalers and retailers, and repackages it for distribution

to organisations focused on early childhood development
(‘ECD’), women empowerment groups and day-care centres.
FoodForward SA reaches nearly 500 000 vulnerable people.
Unitrans maintains the truck they donated to FoodForward SA.
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Unitrans also provided additional logistics assistance for the
distribution of food parcels as part of the Feed the Nation
campaign and funding for food to the Steinthal Children’s Home
in Tulbagh and the Emmanuel Educare, which provides food for
creche-going children.
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continued

PG Bison food programmes

PG Bison in the southern Cape supports the local Brackenhill
community, who started a feeding scheme for the residents.
PG Bison provided them with gas stoves and supplies them
with gas and ingredients to feed more than 60 children per day.

PG Bison continues to partner with Judea Hope (an NPO), local
farmers and businesses to support a feeding scheme in the
Ugie area. The feeding scheme supports seven local creches
by distributing meals to over 300 pre-school children. Meals are
also distributed to the elderly in the community.

The five vegetable tunnels that PG Bison established at the ECD
centres continue to produce vegetables that supplement the
food parcels. The vegetable tunnels have created employment
opportunities for the local community and any excess
vegetables are sold to generate income for the schools.

The Ugie socio-agricultural vegetable project is a successful
collaboration between PG Bison and the local community.

Six years ago, PG Bison and the local community identified
the need to provide a source of fresh vegetables. PG Bison
provided members of the local community with access to nine
hectares of land, implements and infrastructure to grow the
vegetables for sale in the area. Seedlings are grown annually
in PG Bison’s nursery and, together with fertiliser, are supplied
to two projects that have been established as sustainable
cooperatives. The Ugie socio-agricultural project and the
Malibongwe project employ 16 people.
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Community development

KAPsani2c

KAP has been partnering with the sani2c initiative since its
inception in 2004. Sani2c is a three-day mountain bike event in
KwaZulu-Natal, with its route starting at the bottom of the Sani
Pass and ending in the coastal town of Scottburgh. The event
attracts more than 4 000 mountain bike cyclists per annum, and
employs permanent and temporary employees from the local
community.

This year the sani2c mountain bike race had to be postponed
until December 2020 due to the impact of Covid-19 Lockdown
regulations on sporting events. Many communities and schools
along the route are dependent on the funding they receive from
the race organisers. KAP and the organisers of the event have
pledged to support the communities irrespective of whether the
race proceeds or not.

The sani2c Community Development Trust has partnered with
the Southern Lodestar Foundation’s Breakfast Programme and
continues to feed almost 2 000 school children daily along the
sani2c route.

The sani2c also has a positive impact on a far wider community
and provides much needed funds and employment in the area.
Sixteen local schools and communities are now recipients of the
funds raised through entries to the race and sponsorships.

=
READ MORE

Vitafoam mattress donation

Vitafoam identifies deserving charities in the various
communities within which we operate and donates beds to old
age homes, orphanages and hospices on an ongoing basis.
Vitafoam partnered with the local government and donated over
100 mattresses to Life Esidimeni, an NPO that cares for people
with disabilities.

Unitrans Passenger scholar transport

The Mega Bus Virginia operation provides subsidised bus
transport for scholars from the local community. All the
recipients of these subsidies are from previously disadvantaged
communities.

PG Bison knock-out soccer and netball tournament

An annual PG Bison-sponsored soccer and netball tournament
held in the Eastern Cape, involving the communities of Elliot,
Mount Fletcher, Ugie and Maclear, had to be postponed due
to the Covid-19 Lockdown. The tournament is focused on the
youth in the community and will continue in future.

Community relations

Some of our KAP businesses are situated in communities

that are negatively affected by high unemployment, poverty,
poor service delivery and related socio-economic issues. We
recognise the importance of engaging with these communities
and creating mutually beneficial relations with them and the local
authorities. There are regular engagements with both formal and
informal community structures.
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Community forums have proved to be very effective in working
with local communities. PG Bison, for example, participates

in community engagement forums at both their Ugie and
eMkhondo plants. The community engagement forums

were established to ensure that community representatives
understood the company’s employment practices and tender
processes. In addition, these forums have served as a platform
through which PG Bison can collaborate with local government
and provide information to community representatives regarding
corporate social investment (‘CSI’) initiatives. The Ugie Forum
meets on a biannual basis.

Prior to the plant upgrade in 2016, Safripol Durban established
a community engagement forum, which dealt with a number
of issues, such as local employment opportunities and other
environmental issues that may impact the local community.
Since the upgrade, the community engagement forum has
continued to meet at least twice a year. Safripol plans to invest
more of their CSI spend in the area and has recently increased
their interaction with the local community to assist them to
identify projects that will best benefit the wider community.

As a contractual logistics business, Unitrans is generally not

the primary employer in most areas where there is proximity to
community settlements. As a result, most of their community
engagement initiatives are in support of their customers’
initiatives. These initiatives include extending employment
opportunities, as well as access to training, to local communities.

KAP
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https://youtu.be/LKtAnc0H9eA
https://sani2c.co.za/

ENVIRONMENTAL

REPORT

KAP is committed to
protecting natural resources,
reducing waste and investing
in technologies that reduce
environmental impact. The
company acknowledges that
this is an ongoing process
which requires continuous
monitoring and action.

For this reason, we have
developed standards and
procedures to govern all
activities and ensure that
any negative environmental
impact is prevented or
mitigated.

The group’s total energy consumption
for the year was

2 663 888 MWh
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The board has overall collective responsibility and accountability
for legislative compliance, including the management of
environmental risks and opportunities. The divisional CEOs are
responsible for environmental compliance at divisional level.

Environmental policies and procedures exist throughout the
group and are supported by environmental management
systems. Several divisions are accredited with ISO certification
of their environmental management systems.

Significant progress was made during the year in terms of
measuring and reporting environmental compliance across the
various operations. The diverse nature of the group requires
specific focus and actions per operation. Where required,
independent and accredited third-party service providers are
utilised to measure and, together with management, implement
the appropriate actions, ensuring environmental compliance.
KAP also collaborates with the local communities in the areas
in which the company operates to mitigate any environmental
impact.

The reports are shared with our KAP senior management, as
well as the social and ethics committee.

Climate change

KAP recognises that climate change presents our business
with both risks and opportunities. Given the importance of
climate change and its potential implications for business,
ultimate responsibility for climate-related issues rests with
the KAP board. The board has overall collective responsibility
and accountability for legislative compliance, including the
management of risks and opportunities.

KAP is exposed to climate-related risks in the form of regulation,
carbon emissions and sequestration, for example the recent
introduction of carbon tax in South Africa. KAP acknowledges
that a reduction in greenhouse gas (‘GHG’) emissions will
reduce operating costs and the carbon tax liability, thereby
creating an opportunity to be more competitive.

The group’s plantations act as carbon sinks, absorbing carbon
from the atmosphere and storing it in the soil, grass and trees.
Although the trees are harvested, the products manufactured
from the timber, for example structural timber, poles and boards,
all store carbon. In addition, for every tree that is harvested each
year, another tree is planted, which stores more carbon as it
grows. KAP estimates that the group’s plantations sequestered
420 000 tonnes of CO,e this year. This calculation was done in
line with the 2006 guidelines of the Intergovernmental Panel on
Climate Change ('IPCC).

-
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‘ For every tree that

is harvested each
year, another tree is
planted, which stores
more carbon as it
grows.

The group’s total energy consumption for
the year was 2 663 888 MWh. The main
sources of energy consumed were as
follows:

Diesel

98%

Electricity

14%

Renewable
biomass

14%

Purchased
steam

6%
Methane-rich
gas
5%
Coal

N
P 20/0

£

> B

g © €

KAP

Carbon emissions
KAP is committed to the reduction of its carbon footprint.
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The company used an independent, accredited service provider to verify the accuracy
and credibility of its carbon footprint data. The carbon footprint is calculated in
accordance with the IPCC 2006 guidelines and the Department of Environment,
Forestry and Fisheries’ (‘DEFF’) technical guidelines for monitoring, reporting and
verification of GHG emissions by industry. Where required, KAP is registered with the
South African DEFF to report on our GHG emissions.

KAP’s carbon emissions, both scope 1 and scope 2, decreased year on year primarily
due to lower economic activity as a result of the Covid-19 Lockdown regulations
imposed by government.

Scope 1 and scope 2 emissions
Scope 1 and scope 2 emissions for the 2020 financial year were:

Scope 1 and 2
emissions FY20 FY19 FY18 FY17 FY16

CO, equivalent tonnes 924198 1016085 1004052 796734 649535

Of this, 57% can be attributed to emission sources under our direct operational control
(scope 1), and 43% to emissions from purchased electricity and steam (scope 2).

l Scope 1 and 2 emissions

57% Scope 1
43% Scope 2
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https://www.kap.co.za/sustainability/environmental/#enviro

continued

Diesel consumption KAP's main source of scope 1 emissions
decreased by is the fuel consumed by our Contractual

Logistics and Passenger Transport divisions.
1 1 0 / These emissions decreased as a direct result
o of reduced diesel consumption due to the
deployment of more fuel-efficient vehicles and
Electricity
consumption
decreased by

an improvement in logistics planning through
the use of technology. Diesel consumption was
reduced by 11% to 145 million litres (FY19:
166 million litres; FY18: 172 million litres). The
Covid-19 Lockdown restrictions imposed by
0/
o)
New technology at proactive maintenance programmes,
PG Bison saved technology and improved vehicle utilisation.
Drivers receive ongoing training and are
82 OOO rewarded for achieving lower fuel consumption
targets.

the government reduced the total number of
kilometres travelled.

As fuel is a significant operating cost in

our logistics divisions, our operations are
continually focusing on reducing this cost by
investing in fuel-efficient vehicles, adopting

Scope 2 emissions decreased by 6.4% due
to the decreased electricity consumption of
13% to 362 417 MW/h (FY19: 418 345 MW/h

and FY18: 379 096 MW/h). The reduction

in electricity is due to a decrease in activities
primarily in the Automotive Components,
Integrated Bedding and Integrated Timber
divisions as a result of Covid-19-related
restrictions.

Ongoing initiatives are in place to reduce
energy consumption, including the introduction
of new technology. The recent introduction of
new technology at the PG Bison eMkhondo
operations resulted in a saving of 82 000 kWh
per annum. In addition, PG Bison is installing

a new dryer to replace two inefficient dryers,
which will reduce emissions during the drying
of wood fibre by an estimated 20%. In addition,
the installation of a single-source energy plant
will enable the drying process to run exclusively
on biomass fuel. This project will be completed
in 2022.

Given the diversity of our operations and
projected growth, it is not practical to set a
group carbon emissions reduction target.
Where appropriate, targets are set at divisional
and operational levels on a per unit of output
basis.

l Carbon emissions by division

Scope 1 and 2 FY20

38% Contractual Logistics 354 465
26% Polymers 244 612
18% Integrated Timber 169 851
11% Passenger Transport 101 480
4% Automotive Components 36 433
2% Integrated Bedding 17 357

Waste reduction

The various manufacturing operations are
focused on monitoring, managing and reducing
waste and, where appropriate, identifying
opportunities to use more recycled products

in their processes. PG Bison, for example,
purchases the waste generated by sawmills to

‘ ‘ During the year, the
Integrated Bedding

division acquired
Connacher, a textile
recycling company that
collects the waste from the
clothing and textile
industry and processes it
into reusable fibre.

manufacture board products.

The Integrated Bedding division manufactures
90% of all components used in the
manufacture of beds and has identified

that recycled material presents a marketing
opportunity. This year they launched a quilting
fabric, SEAQUAL™, which is manufactured
from PET bottles that have been collected from
ocean waste and recycled into yarns.

During the year, the Integrated Bedding

division acquired Connacher, a textile recycling
company that collects the waste from the
clothing and textile industry and processes it into
reusable fibre. The reusable fibre is used in the
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manufacture of mattresses and is also supplied
to KAP’s automotive operations and various other
industries. Over 9 600 tonnes of textiles were
recycled during the past year.

Restonic is committed to eliminating waste
and recycling in order to reduce raw material
costs and to present their mattresses as an
environmentally conscious brand.

Autoneum, one of the operations in the
Automotive Components division, installed

an oil separator in the course of the year. This
enables the operation to separate used oil and
water. Four thousand litres of this oil, which
would previously have been disposed of as
hazardous waste, is now reused.

All hazardous or non-hazardous waste is
disposed of in accordance with environmental
legislation.

Managing plastic waste

The benefits of plastic are well documented

in terms of lightness, strength, durability and
formability. Its benefits were again highlighted
recently for use in sterile and hygienic
applications to protect people from Covid-19.
Plastic is found in many everyday products and
can be reused and recycled almost indefinitely.
Plastic outperforms many substitute products
in terms of its environmental impact.

However, like other discarded materials,
discarded plastic waste has a negative impact
on the environment, and has become a global
challenge. KAP is committed to working with
industry, government and society to promote the
reduction, reuse and recycling of plastic waste
and more responsible management of plastic
waste.

Safripol is taking a leading role in addressing
plastic waste and developing a sustainable
recycling model. Management is currently
conducting trials to assess the feasibility

of integrating polymer recycling into our
manufacturing processes.

In addition to the Bophelo Recycling Project in
Ermelo, which was funded by Safripol, a second
recycling project was established with PETCO in
the Thulamela municipality in Limpopo.

Safripol is engaging with role players across the
industry. We hosted a sustainability conference
where customers had the opportunity to
participate and debate potential solutions with a
variety of environmental and recycling experts.

Safripol also participated in a Plastics Colloquium
hosted by the Minister of Environment, Forestry
and Fisheries earlier in the year.

Safripol is an active participant in industry
forums such as Packaging SA, PETCO, Polyco
and Plastics SA, which all have recycling
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and waste management at their core. These
industry forum initiatives include clean-up
operations, education, training programmes,
awareness campaigns and employment
creation. They regularly engage with
government, industry, local communities and
retailers to address the environmental issues
around discarded plastic.

During the past year

95 879

tonnes of post-
consumer PET was
recycled

Safripol’s financial contribution to these industry
forums is linked to production volumes. The
Safripol management actively participates on
the boards of these industry bodies and, where
required, provides technical and operational
assistance.

PETCO and Plastics SA have been successful
in reducing plastic waste in the environment
and increasing recycling in South Africa.

PETCO focuses on PET recycling. During the
past year, 95 879 tonnes of post-consumer PET
was recycled. PETCO achieved a 62% post-
consumer recycling rate for PET, saving

594 448 m? of landfill and 144 000 tonnes of
carbon emissions. Of the recycled PET, 57%
went into polyester staple fibre (‘PSF’) and

36% was recycled to food-grade rPET. The
balance was recycled into applications such as
geotextiles and industrial strapping.

PETCO has created over 65 900 work

opportunities in the recycling industry and also
conducts several educational and community [l
clean-up initiatives. RO

Safripol, with the help of their staff, together
with Plastics SA, participated in several beach
and community clean-ups in the past year.
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https://www.youtube.com/watch?v=nsiCWzWSIPc
https://www.youtube.com/watch?v=eV0SRiUARy8&t=32s
https://www.csir.co.za/reusable-shopping-bags-lower-environmental-impact 
https://www.kap.co.za/news-posts/recycling-project-launched-in-limpopo/
https://desleemattex.co.za/product-range/fabric-science/seaqual/
https://youtu.be/pU-OnWlqN00
https://petco.co.za/plastic-industry-announces-positive-pet-recycling-rate/
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Reducing and managing water usage
We acknowledge that water is a scarce and precious resource.
We are committed to reducing, reusing and recycling water.

Water usage is measured at an operational level through our
risk management structure. Our divisions actively monitor and
manage water consumption. Rainwater is harvested, recycled
and reused at several of the company’s operations. The
operations strive to minimise water withdrawals and alleviate
pressure on the municipal water networks.

PG Bison is the biggest consumer of water in the group

(86%) due, primarily, to the temporary irrigation activities used
to preserve fire-damaged timber. After the forest fires in the
southern Cape in 2017 and 2018, the fire-damaged timber was
harvested and placed under an irrigation deck to preserve it.
Water pumped from boreholes situated on PG Bison’s property
constantly sprays the timber on the irrigation deck in order to
prevent insect damage and dry rot. This is a standard practice
in the forestry industry after a fire has damaged trees. An
environmental impact study was undertaken before operations
began and an independent hydrogeologist routinely monitors
the run-off and the quality of the water. An estimated 80% of
the water naturally drains back into the soil. Once the timber
on the wet decks has been processed, the water consumption
will reduce. Other than this, water is used in the manufacturing
process in areas such as chip washing, dust suppression,
steam generation and evaporate cooling.

Most of the operations have acquired Water Use Licences
(‘WULs’), with applications pending for the balance of the
operations. All waste water disposal is in line with legislation.

The importance of water and the potential impact on
communities is best illustrated in the link to the following article.
During an extended drought in the Eastern Cape,

PG Bison assisted a local community with drinking water.

Air emissions

Air emissions from cooling stacks and boilers are measured
annually by an independent accredited service provider. Results
are analysed to ensure compliance with the limits imposed by
the relevant air emissions licences (‘AELS’).

KAP continues to implement projects to reduce air emissions
below AEL limits.
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Supply chain

The KAP supplier code of conduct requires suppliers to comply
with environmental legislation and to implement and maintain
environmental policies to ensure that their actions are carried
out in a socially and environmentally responsible way. The

code also calls for suppliers to minimise the consumption of
natural resources (including water), minimise waste generation,
minimise the impact of operations on the environment (including
GHG emissions), maximise recycling, and protect biodiversity.

Protecting the biodiversity of our forests
The long-term sustainability of timber supply is of strategic
significance to PG Bison.

PG Bison is a member of the Forestry South Africa (‘FSA)
environmental management committee, which oversees the
environmental standards for forestry in South Africa.

PG Bison’s North East Cape Forest (‘NECF’) is Forest Stewardship
Council (‘FSC’) certified (certificate number SGS-FM/COC-011207
and licence number FSC-C139494). The mission of the FSC is

to promote environmentally appropriate, socially beneficial and
economically viable management of the world’s forests. Annual
surveillance audits are undertaken and the certificate is valid for five
years. The NECF accounts for 77% of PG Bison’s plantations.

The NECF has a land area of 76 392 hectares of which

33 586 hectares are planted. The balance of 42 806 hectares
consists of either protected biodiversity areas or is being used
for other agricultural activities. Priority conservation areas have
been identified and receive focused conservation management
to support their biodiversity and ecosystem attributes.

Areas that are not protected or suitable for commercial forestry
are used primarily for cattle farming. The NECF herd of

4 079 cattle is managed to protect the area’s biodiversity. An
effective grazing programme optimises conditions in the veld

in terms of species richness and maintaining the optimum
biodiversity within the plantations. The herd also plays an
important role in reducing fire risk through grazing. Our
employees, supported by local and state veterinarians, manage
the cattle on a commercial basis.

PG Bison is also a member of the Timber Industry Pesticide
Working Group, which regulates the use of chemicals and
pesticides in the forestry industry and guides the way regarding
best practice.
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We are committed to reducing the spread
of alien invasive species and, at the same
time, minimising the use of chemicals. To
do this, we actively monitor and address
invasive species on our properties and
monitor our chemical use, constantly
striving to identify and implement non-
chemical control methods. Target-driven
chemicals (with the least impact on people
and the environment) are only used when
non-chemical methods are not possible. All
staff are trained in the safe use of chemicals,
and the use of protective equipment

is constantly monitored. We work with
several private landowners to eradicate
alien invasive species off-site and provide
guidance regarding alien control. We also
collaborate with neighbours, government
departments and NGOs to minimise the risk
of fire, as well as to restore natural wetlands
and critical biodiversity habitats.

Several species of wild animals previously
common to the area have been
reintroduced, while other species, including
the Cape grysbok, have migrated naturally.
The game forms part of an integrated
environmental plan and includes species
such as Burchell’s zebra, blesbok and
black wildebeest. We have identified and
monitor Red Data species that reside in our
plantations, including the wattled crane,
grey crowned crane and blue crane.

PG Bison also allows and monitors the
local communities on the collection and
use of medicinal plants to ensure their
sustainable use.

In our southern Cape plantations, we
participate in a forum, the Knysna
Elephant Landowners which, together
with the South African National Parks,
assists in the research on the rare Knysna
elephant. The southern Cape plantations
are actively recovering after the 2017 and

‘ PG Bison also
allows and
monitors the local
communities on the
collection and use of
medicinal plants to
ensure their
sustainable use.

The NECF has a land area of

76 392
hectares

of which

33 586
hectares

are planted
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2018 fires, ensuring that conservation
actions are prioritised to address weed
regrowth and protection of sensitive areas.

Our non-commercial forestry areas have
been mapped using a vegetation mapping
standard developed by the South African
forestry industry. It records information

on fauna and flora, rare and endangered
species, as well as areas of special interest,
such as archaeological, paleontological
and historical sites. The conservation
management plans also monitor and
implement actions to mitigate and manage
the impact on the environment in these
special identified areas.
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PG Bison’s southern Cape estates
consist of 10 251 hectares of mainly
commercial pine plantations and

9 514 hectares of non-commercial

land, predominantly indigenous forests
and fynbos. All forestry operations are
subject to an annual environmental audit
to assess the environmental impact of
activities in accordance with existing
legislation and sustainable forestry
practices. The indigenous forests are
subject to a separate management plan
and are maintained in accordance with
high conservation value forests (‘HCVF’)
principles, which are monitored annually.

The extensive mountain fynbos areas in the
Outeniqua Mountain range and the foothills
of the Tsitsikamma Mountain range, and

a special fynbos area situated close to the
coast, are also monitored and managed in
accordance with a management plan.

All these activities are documented

and prescribed in the Conservation
Management Plan of the estate to ensure
that the biodiversity of all natural areas is
not only protected, but also improved.
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HUMAN

CAPITAL REPORT

We believe that a motivated
and engaged workforce
creates a sustainable
competitive advantage. The
company is committed to
attracting and retaining the
best people in the industry
and creating a winning culture
that embraces diversity.

R4.3
billion

annual investment

in remuneration and
benefits

Female representation

We have a strategic, multifaceted approach to developing

human capital and managing identified talent for the future. To
achieve this strategic objective, our annual investment in terms
of remuneration and benefits is R4.3 billion (FY19: R4.5 billion).

KAP employs over 18 500 permanent and seasonal employees
both in South Africa and in neighbouring countries. Seasonal
workers are employed primarily by the Contractual Logistics —
Africa division, operating in the agricultural sector.

Improving diversity

We focus on developing and retaining our staff, but we also
acknowledge the need to introduce new skills and experience
to continuously refresh the culture in the organisation, and to
expose ourselves to innovative thinking and eliminate ‘group
think’.

The importance of creating a diverse workforce is illustrated

in the board’s broad diversity policy, which was introduced at
board level. During the past year, two new women directors
joined the board. Women directors now represent 33% of

the independent non-executive directors, while black women
directors represent 18% of the total board composition, which
is higher than the average for JSE-listed entities (as per the
B-BBEE Commission’s 2019 annual report).

Women play an important role and add significant value
throughout the group, and we continue to pursue a healthier
balance of women employees. Women represent 18% (FY19:
15.7% and FY18:13.3%) of our permanent staff. Although
progress has been made, several initiatives are planned to
increase female representation across all operations and levels
of management in the future.

A detailed assessment of all female middle management and
senior staff was completed during the past year and succession
candidates were identified for senior positions. Women occupy
31% of all critical and specialist positions across the group, in
areas such as finance, tax and human capital. In the operations,
women are currently employed as general managers, operations
managers and key accounts and sales managers.

FY20 FY19 FY18

Studying towards degree or diploma 41% 37% 33%
Staff participants in learnerships or apprenticeships 26% 27% 13%
External participants in learnerships or apprenticeships 43% 41% 34%
Senior and middle management 26% 22% 21%
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B-BBEE score

level 6
90%

black employees

Black employees represent 84% of

all staff studying towards a degree

or diploma (FY19: 83%). Of the 139
study bursaries awarded, 89% were
awarded to black employees. The group
promoted 317 employees from within the
organisation of whom 85% were black,
while 20% of all promotions were women.

We proactively align day-to-day

business practices with our B-BBEE and
employment equity (‘EE’) commitments.
Each division has submitted a three-year
EE plan and target to the South African
Department of Employment and Labour.
The EE plans identify the skills and the
targeted number of employees across all
management levels required to balance
the gender and race diversity levels

within the organisation, to better reflect
the demographics of our communities.
Progress is measured against these plans
in each division to ensure that we have a
sustainable supply of talent for the future
needs of the company, and that we achieve
our gender and race diversity targets.

KAP also strives to create a balance of
youth and experience in the workforce.

Of the workforce, 23% are older than 50,
while 63% are between 30 and 49, and
14% are younger than 30 years. Despite
the physical and industrial nature of the
industries in which KAP operates, the
group employs 134 (FY19: 54) employees
with disabilities.

Staff turnover remained in line with
industry standards.

KAP’s B-BBEE score remained a level
6, with 90% of KAP’s employees being
black.

Employee engagement

We acknowledge the challenge of aligning
diverse perspectives to a common
purpose. We therefore strive to create an
open, inclusive culture and an environment
where staff are encouraged to voice their
opinions and participate in building a
unified organisational culture supported
by common values. KAP’s values are
based on an ethical value system of
fairness, accountability, transparency and
ethical leadership exemplified by integrity,
competence and responsibility — all values
espoused by King IV,

KAP
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The impact of the Covid-19 Lockdown
resulted in many employees having to
work from home. Those that were able
to work in essential service, were faced
with a challenging work environment.
Divisional CEOs established additional
digitally enabled communication channels
across all the divisions to support their
staff. Our group CEO, GN Chaplin,
initiated a number of webcasts that

were available to all employees. The
webcasts kept employees appraised of
the actions being taken to minimise the
impact of the Covid-19 Lockdown on the
company. Employees were also given the
opportunity to ask questions and voice
their concerns and opinions.

A regular engagement forum, aimed at
senior management employees across
the various businesses, encourages
interaction and creates a platform to
share experiences and case studies.
Senior management also receive training
at these forums on relevant topics, for
example ethics, ESG, competition law
and leadership-related matters.

The various divisional managers provide
regular feedback and communication

to all levels of staff through a variety of
mechanisms, including the established
union structures, divisional CEO
roadshows and plant-based meetings.

All the operations have detailed

grievance procedures, which enable all
employees to raise grievances without
fear of victimisation to ensure the ongoing
respect of employees’ rights. We endorse
the democratic values of human dignity,
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‘ We proactively
align day-to-day
business practices with
our B-BBEE and
employment equity
(‘EE’) commitments.
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14 097

full-time employees
in South Africa

equality and freedom as enshrined in
the country’s Constitution and the Bill of
Rights.

Of the 14 097 full-time employees in
South Africa, 55% are unionised. We
are actively involved and prominent in all
associated industry bargaining councils.
The primary task of the bargaining
councils is to determine industry terms
and conditions of employment. The
bargaining councils are regulated and
require both labour and employer
representation. A senior executive, with
the assistance of the divisional human
capital teams, is tasked with stakeholder
engagement and works with the various
bargaining councils. There is ongoing
engagement with all the main unions
represented in the various businesses,
as well as other industry representatives.
This engagement with union-elected
representatives also takes place on the
shop floor. Almost 95% of all the group’s
collective bargaining is conducted
through centralised structures.

Across all the operations, staff participate in
a number of other formal forums, such as
the employment equity and safety forums.

The culture of open communication

in the business is further encouraged
through staff climate surveys. Where
applicable, staff can access KAPREF,
an independently managed, confidential
reporting hotline. All incidents reported
on the hotline are investigated in detail
and reported to the social and ethics
committee and divisional audit and risk
committees.

Board and board subcommittee succession

In line with the recommendations of King IV™, the board

is committed to the establishment of a succession plan for

its membership and the membership of its subcommittees.
As a result, during the next four years, the board, through

the nomination committee, plans to implement a structured
process to manage board and board subcommittee leadership
succession to ensure an orderly transition of the top leadership
in the group. This process will entail implementing appropriate
and proactive processes to recruit qualified candidates in a
number sufficient to generate and maintain a robust pool of
potential candidates across the balance of representation and
qualifications in line with the board’s broad diversity policy.
The main focus of the board succession plan is to achieve
continuity through a smooth succession of directors (including
board and board subcommittee leadership) that balances
fresh perspectives and independence with experience and
institutional memory. The board believes this is healthy for the
company and will bring fresh energy and perspectives to the
deliberations of the board, which is in the best interest of the
company. The board recognises that careful planning of board
succession is necessary to effectively manage the inherently
dynamic business environment, the increasing regulatory
obligations, the requirement for diversity, and a broader set of
skills to support changes in the company..

Executive succession

To ensure KAP’s long-term growth and to maintain operational
stability in light of the inherently dynamic business and
regulatory environment, a comprehensive and structured
executive succession plan is in place. Succession candidates for
all top and critical leadership positions have been identified and
will be regularly assessed and further developed in line with the
predefined skills and competency matrix for all critical executive
positions. The objective of the succession process is to ensure
that KAP has leadership depth, skills and competences to
ensure sustainable growth and long-term operational stability.

To demonstrate the success of the current executive succession
planning strategy, three of the divisional CEO appointments in
the past 18 months were made from internal candidates, who
have been identified and developed as part of the succession
planning process.

Leadership development
We recognise that effective leadership is essential in creating an
innovative, growing and sustainable business.

The ongoing development and personal growth of our top
leaders creates a high-performance culture in the organisation
and maintains operational stability through well-structured
succession plans.

The leadership development programmes support the execution
of the strategic growth drivers with a focus on the customer,
product, people and operational excellence.

KAP invested

R5.5 million

in leadership development initiatives

KAP.:::

An intensive top and senior management leadership development
programme is in place and is continually refined. Detailed
individual and team assessments using the Gallup Institute
CliftonStrengths methodology have been completed for all the
senior teams. Since the assessments, the individuals and teams
have received ongoing coaching to develop their strengths and to
create a culture of cohesion, diversity and inclusion.

Taking into account the strategic needs of the operations, a
skills gap analysis is conducted and updated annually. Potential
succession candidates are then identified from the pool of
divisional executives and middle management. Based on the
outcome of the individual development plans, customised
training and development is provided to potential successors. If
suitable successors do not exist internally, outside candidates
are identified for employment.

KAP invested R5.5 million (FY19: R5.2 million) in leadership
development initiatives during the year.

Training and development

We see enormous value in the training and development of

our employees at all levels. Despite the impact of the Covid-19
Lockdown, which reduced training opportunities, KAP still invested
R130 million (FY19: R154 million) in training and developing staff.
The training spend was allocated as follows:

FY19
Training spend Rm
Skills development levy 30.5 35.2
Bursaries and institution-based training 3.5 2.3
Internships, learnerships and
apprenticeships 41.7 53.4
Work-integrated learning 5.9 8.4
Informal training 5.7 7.0
Training staff salaries and overheads 42.2 47.4
Total training spend 129.5 153.7

A total of 8 545 (FY19: 7 305 and FY18: 6 475) employees
received training during the course of the year. KAP encourages
staff to further develop themselves by creating a positive
environment through either financial assistance and/or time

off to pursue degree or diploma courses. At present,

166 employees are studying towards a degree or diploma.

We have 868 internships, learnerships and apprenticeships as part
of our human capital development programme. These internships,
learnerships and apprenticeships are offered to both employees
and unemployed learners. Black participants represent 93%

of all the participants in the programme. The 631 unemployed
interns, learners and apprentices provide a pipeline of potential
skilled artisans for our operations. The learnership programmes
provide both a theoretical and practical learning environment.

KAP invested

R130 million

in training and developing staff
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https://www.kap.co.za/kapref/

When positions become available in the
company, candidates are first sourced from
this pool of learners.

KAP strives, where applicable, to employ
people from the local communities.

Responsible employment

KAP subscribes to the principles of

the United Nations Global Compact
(‘'UNGC’), the recommendations of the
International Labour Organisation and the
Organisation for Economic Co-operation
and Development (‘OECD’). We support
the core values around human rights,
labour standards and anti-corruption

of the UNGC. We annually measure

the group’s own practices against the
applicable principles of the Compact and
the OECD to benchmark our compliance.

KAP’s code of ethics provides employees
with the core principles of the group
on some of the most important ethical
issues in a business environment,
including compliance with laws, ethical
dealings, labour practices, human
rights, and gender and race diversity.
We recognise the right of employees to
freedom of association, organisation and
collective bargaining. KAP also meets or
exceeds all minimum wage requirements
o as legislated in South Africa.
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‘ ‘ KAP and its
divisions diligently

pursue a target of zero
harm.

A total of

8 545

employees received
training during the course
of the year

Furthermore, our staff voluntarily
participate in both medical and health
schemes. Membership of a retirement
scheme is compulsory for permanent
employees. Overtime is strictly monitored
and reported on by each business unit to
ensure that we remain compliant with all
relevant labour laws.

The Covid-19 Lockdown had a significant
impact on our operations and their ability
to trade. Management was required to
take decisive actions to protect the long-
term sustainability of the company, some
of which had a significant impact on the
staff. All non-bargaining unit staff salaries
were reduced by 20% for a period of
three months. Consultations were held
with affected staff and the reasons for the
salary cuts were explained. In general,
the staff supported the salary reductions,
illustrating the positive corporate culture
and the commitment of employees. We
were able to reduce the impact of the
salary cuts by assisting staff to claim
Temporary Employer/Employee Relief
Scheme (‘TERS’) benefits from the
unemployment insurance fund. Details of
the salary sacrifices were published on
the company’s website and on SENS.
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Creating a safe place to work

KAP

We diligently pursue a target of zero harm. A culture of safety is an inextricable part of our organisational culture.

KAP conducts operations across a number of industries, including manufacturing, forestry and logistics. Significant improvements were
made in reducing injuries and fatalities across the organisation. These statistics are reported to the social and ethics committee, audit

and risk committee and the board.

The KAP injury statistics for the past financial year are summarised as follows:

Lost Time Occupational COID
Injuries Diseases No Lost Time Total
FY20 (L) (ODI) Injuries (NLTI) COID Fatalities
Employees 235 5 139 379 2
Contractors 5 Not measured Not measured 5 -
Total 240 5 139 384 2
Lost Time Occupational COID
Injuries Diseases No Lost Time Total
FY19 (LT (ODI) Injuries (NLTI) COID Fatalities
Employees 379 5 233 617 7
Contractors 36 Not measured Not measured 36 -
Total 415 5 233 653 7

Total employee-related COID incidents
decreased to 379 (FY19: 617). This is
due to a reduction in man-hours worked
as a consequence of the Covid-19
Lockdown restrictions and the increased
focus, measures and safety culture
implemented by management.

Tragically, there were two staff fatalities

in the reporting year, both within the
Contractual Logistics — Africa division.
The fatalities occurred in two separate
incidents, where our drivers were involved

in road accidents. We extend our

‘ Road safety is
one of our top
priorities and the
divisions continuously
conduct training and
roll out road transport
safety campaigns.

condolences to their families, friends and
colleagues. The incidents were recorded
and remedial actions were taken and
reported to the relevant authorities and
regulatory bodies.

Road safety is one of our top priorities
and the divisions continuously conduct
training and roll out road transport safety
campaigns. The logistics division has
invested in technology which monitors
drivers’ behaviour and fatigue. This

has seen a significant improvement in
reducing traffic violations, near misses
and accidents.

The company’s health and safety policy
is embodied in the code of ethics and
applies to all staff, as well as contractors
working on site. The CEO, GN Chaplin,
is ultimately responsible for health

and safety within the organisation,
which responsibility he has delegated

‘ The company’s
health and safety
policy is embodied in
the code of ethics and
applies to all staff, as
well as contractors
working on site.

throughout the organisation to specific
individuals. Each business identifies,
measures and reports to the board

on health and safety matters. A
continuously evolving process exists
with a legal register, risk register,

incident register and risk management
plan with regular hazard identification
and risk assessments, internal audits,
safety training, management reviews
and third-party audits undertaken on
both existing businesses and any new
projects. In-depth investigations are
conducted of all incidents, and mitigation
procedures are continuously reviewed.
Targets are set by each business against
which their performance is measured.
Senior executives are measured on their
divisional health and safety targets.

Safety representatives are appointed from
the shop floor in accordance with the
Occupation Health and Safety Act. We
continuously train staff and contractors

in health and safety. During the period
under review, 9 534 (FY19: 9 148) people
were trained or had safety interventions.

Within KAP’s divisions, various safety
management systems, processes and
procedures have been adopted. The
Automotive Components division has
implemented ISO 14001 in Feltex. The
Polymers division has implemented
OSH 18001 in Sasolburg. The
Contractual Logistics — South Africa

KAP
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continued

division has ISO 9001, 14001, 45001, RTMS and SQAS
accreditation. The Passenger Transport division implemented an
integrated safety, health and environment management system
that conforms to ISO 45001 and 14001. All management
systems, processes and procedures include employees and
contractors.

The company was able to respond rapidly to the health risks
posed by the Covid-19 pandemic. Best practice protocols

and procedures were adopted and effectively implemented

to protect employees. We acknowledge that Covid-19 is

still a risk, and safety protocols continue to be followed in

line with published guidelines. Unfortunately, one employee
succumbed to Covid-19 during the year. We extend our sincere
condolences to his family, friends and colleagues. Infection
rates, recoveries and employee Covid-19-related deaths
continue to be monitored daily and reported to the executive.

KAP is regularly audited by accredited independent specialists
to ensure compliance with statutory and legal requirements.

Programmes are also in place to ensure the health of our
employees. HIV/Aids is addressed in divisional policies, and
divisions have holistic and comprehensive programmes in
place to promote awareness, prevention, voluntary testing
and support. Policies cover aspects of confidentiality, non-
discrimination and commitment to implement programmes
relevant, and of value, to each division and their employees.
Where applicable, local communities are involved in initiatives
such as World Aids Day. HIV/Aids education is ongoing.

Where appropriate, certain businesses have invested in on-site
occupational and primary healthcare clinics for their staff. The
clinics play a crucial role in dealing with injury on duty cases
and offer first aid assistance. The clinics have qualified nursing
staff, assisted by doctors, to provide workplace health

risk assessments, chronic disease screening, including the
monitoring of TB, industrial hygiene and medical surveillance.
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The clinics also offer primary healthcare medication and family
planning guidance.

Where there is no clinic on site, an occupational health
practitioner is contracted to perform medical surveillance.

Within our transport environment, mobile clinics are available on
the main routes. These clinics test for chronic conditions and
dispense chronic and other primary care medication.

Creating an ethical culture

The KAP code of ethics was reviewed and recently updated
by the social and ethics committee. The code of ethics, as
published on the company’s website, is specific in terms of the
behaviour expected from KAP employees. It is explained and
supplied to all employees as part of the group’s induction
process.

KAP subscribes to the principles of free and fair competition,

as embodied in the relevant competition laws applicable to
KAP. There is ongoing training on competition law and the
changing competition regulations for senior and selected middle
management across all the operations.

Management are measured on B-BBEE targets, health and safety,
succession planning, internal audit compliance and ESG targets.

Suppliers are expected to comply with the group’s supplier code
of conduct. It sets out the principles and expectations of the
group of how existing and new suppliers of goods and services
are to conduct business with KAP, including ethical dealings,
labour practices, human rights and protecting the environment.
In addition, any supplier, employee or representative providing
on-site services at a KAP facility, is required to adhere to KAP
safety standards and site rules. The supplier code of conduct is
available to all suppliers on the company’s website.
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The company is focused on providing sustainable value to all its stakeholders, as is evidenced by the value-added statement below:

FY20 FY19'
Value-added statement 30 June 2020 Rm % Rm %
Revenue 22 218 25765
Net cost of raw materials, goods and services (15 266) (17 643)
Wealth created by trading operations 6 952 8122
Capital items (3 276) (149)
Income from investments 46 89
Total wealth created 3722 100.0 8 062 100.0
Distributed as follows
Employees
Benefits and remuneration 4273 114.8 4 487 55.7
Governments
Taxation 226 6.1 250 3.1
Providers of capital 1377 37.0 1429 17.7
Finance costs 703 18.9 773 9.6
Distributions to shareholders 619 16.6 618 7.7
Distributions to non-controlling interests 55 1.5 38 0.5
Retained for growth (2 154) (57.9) 1896 23.5
Depreciation and amortisation 1365 36.7 1190 14.8
Deferred taxation (700) (18.8) 272 3.4
Profit attributable to the owners of the parent? (2 809) (75.5) 415 5.1
Profit attributable to non-controlling interests® (10) (0.3) 19 0.2
3722 100.0 8 062 100.0
" Prior year has been restated to disclose deferred taxation separately.
2 Profit for the year attributable to owners of the parent less dividends paid.
3 Profit for the year attributable to non-controlling interests less dividends paid.
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https://www.kap.co.za/wp-content/uploads/2020/01/kap-supplier-code-of-conduct.pdf
https://www.kap.co.za/wp-content/uploads/2020/02/kap-code-of-ethics-14022020.pdf

