Sustainable development

KAP’s strategic intent is to build exceptional businesses that create lasting economic and social value. As
part of our commitment to this goal, we follow an approach that aims to integrate sustainability principles
and practices into our business and to create a common framework that we can use to communicate the

contributions we make to creating a sustainable world.

United Nations Sustainable
Development Goals (‘UN SDGs’)

In October 2020, we committed to making the United Nations Global Compact
('UNGC’) and its principles an integral part of our strategy.

As a business, we are therefore undertaking a process of aligning to the UN SDGs,
17 goals that are aimed at addressing a number of global issues such as ending
poverty, working to improve education and healthcare, reduce inequality, support
economic growth, and protect and sustain the natural environment on a global
basis. We believe these are the most comprehensive set of goals related to the
environmental, social, and governance (‘ESG’) issues that we face in business and
society today.

The SDGs can be mapped to other reporting frameworks and we consider them

as the lens through which our strategy is integrated with our purpose, values,
operations, and story. We could describe them as the north star on our sustainability
journey.
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To give form to where we stand, we have undertaken a back-dated mapping
of our contributions to the SDGs over the past three years, which shows that
we have been actively making contributions in 15 of the 17 focus areas.
This analysis gives us a view of the way in which we map to the SDGs in the
normal course of business.

The mapping process, which is illustrated below, has provided a comprehensive
view of our unified value proposition throughout all aspects of our business.

In undertaking the process, we considered activities that have spanned what
we do for our workforce, what we do in our operations, how we use our supply
chain, the influence we have in our partnerships and, finally, the broader fiscal
and economic contributions we make to sub-Saharan Africa.

Mapping our activities gave us insight into how we use the financial resources
at our disposal to create impact throughout our value chain. This data-informed
approach has highlighted where we are strong from a sustainability perspective
and where we need to improve, giving us a platform from which to undertake
our sustainability journey. The SDG focus areas we have identified are
articulated in the graphic below.

Issue

FTSE4Good

We have continued to use the FTSE4Good assessment as the company’s ESG
benchmark as it remains the methodology adopted by the JSE.

FTSE4Good published its final assessment in June and KAP scored 3/5 based on

the ESG information that was in the public domain as of December 2020. The score
declined year-on-year due to changes in assessment standards, but has continued
to show improvement over the longer term. The company again scored 5/5 for
corporate governance, and our overall FTSE4Good score remains above the industrial
sub-sector average as well as the South African country average for industrial
companies.

In April 2021, MSCI, a leading provider of investment tools and services to the global
investment community, published their ESG assessment of KAP and their rating
improved to ‘AA’. Performance against ESG goals is monitored by the board and the
social and ethics committee, and ESG measures are incorporated into management
incentive measurement criteria.

Issue description

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

o the goals and purposes of the 10 Principles as set out in the 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;

o the Broad-Based Black Economic Empowerment (‘B-BBEE’) Act;
® good corporate citizenship;

o the environment, health and safety;

® consumer relationships;

* |abour and employment;

e training and development; and

e contact with politically exposed persons.

Profitability and sustainable growth

Profitability and growth are important so that we can deliver on our growth strategy and maintain and improve our competitive position. This creates the ability to reinvest
in technology, our people, and the communities to ensure we remain competitive and create lasting economic and social value.

Investor sentiment and market outlook

Investors are important to KAP. We need to continue to grow and deliver good returns for our investors. Our customers are key to our long-term success. We
value customer centricity and revisit our processes and product and service offering continuously to improve on delivering exceptional customer experiences.
We focus on our value proposition and establish and maintain strong customer relationships to improve the market outlook.

Diversity

KAP promotes diversity and equal inclusion. We require skilled people to manage and grow our business and identify the need to create a culture that prioritises racial
diversity, gender inclusion, and that focuses on women in the community, which will further improve sustainability.

Social unrest and reducing unemployment

The rise in social unrest and the consequences thereof are important issues for KAP. We acknowledge the important role we play in society in reducing unemployment to

alleviate poverty.

Health and well-being

Health and well-being of society is important, both for our people and for our customers. Managing the ongoing impact of the Covid-19 pandemic, mental wellness,
creating a safe place to work, and creating products and services that support well-being in the community are integrated into our culture and strategy.

Diversity
Road safety

South Africa has a high rate of road traffic incidents. The safety of our drivers, passengers and of society is important and has been recognised as a focus area for KAP.

Responsible use of plastic

Plastic is a wonderful product with many applications. However, plastic waste does not belong in the environment. The reduction of single-use plastics, the recycling and
repurposing of plastic waste, reducing plastic waste in the environment, and managing perceptions about plastic, is key to KAP.

Climate change

Climate change has become the great defining issue of our time. We recognise that it is a fundamental responsibility to understand its effects on our business and how it
may impact on our value chain in the long-term. We are committed to reducing our Green House Gas (‘GHG’) emissions.

Reduction in use of natural resources

We recognise that it is important to focus on and develop ways to reduce the use of natural resources. We are actively mapping and monitoring our use of natural
resources with the aim to reduce water usage, and we are targeting zero waste to landfill. We also recognise the need to reduce dependence on coal for energy in order

to reduce our impact on the environment.

Government infrastructure

The South African business environment faces increasing uncertainty regarding the ability for state institutions to provide the required government infrastructure for
businesses to operate effectively. KAP is aware of the need to mitigate against the risk of failing infrastructure.

KAP INTEGRATED REPORT 2021

53



Social and
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We acknowledge our responsibility

as a corporate citizen to support the
communities in which we operate and
to contribute to the socio-economic
development of the country as a whole.

R14 million

contributed to social
development projects (FY20:
R13.3 million)

R41.1 million
invested in enterprise and
supplier development to support
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Overview

At KAP, our social responsibility programme focuses
primarily on projects that address poverty and
unemployment. We also support youth-focused
projects that enhance education, nutrition, and
community development in the areas in which we
operate.

All of our divisions identify and are involved in social
projects that are aligned with their strategies and are
in close proximity to their operations. They actively
engage with community members and work with
community organisations, non-profit organisations
(‘NPOs’), and service delivery organisations to develop
appropriate projects and to execute them successfully
to the benefit of the recipients. A few examples are
mentioned in this report, while further information
about the various projects we support is available on
our website.

Human rights

KAP subscribes to the principles of human rights, as
expressed in the Constitution of the Republic of South
Africa (1996), the United Nations Universal Declaration
of Human Rights (1948), and the 10 principles set out
in the United Nations Global Compact (2000).

Human rights principles are incorporated into all of our
policies and practices, and are an integral component
of our code of ethics. Compliance with human rights
principles is monitored by the social and ethics
committee and we are in the process of publishing

a dedicated human rights policy. This will create a
standardised framework for use throughout the group.

Community relations

Some of our manufacturing businesses operate in
communities that have been negatively affected by
unemployment, poverty, poor service delivery, and
related socio-economic issues. As many of our workers
live in these communities, we are deeply committed
to ensuring that they are stable and sustainable.
Each division therefore deals directly with the local
communities situated near their operations through
recognised community-based structures in order to
facilitate positive socio-economic development in
the area.

The perception of the role of business in the
communities in which we operate is often
unpredictable. It has therefore become a key
component of our strategy to establish structures
and relationships that will enable our businesses to
manage engagement with local communities in an
open and collaborative way.

Our approach to community relations is based on
building mutually respectful, beneficial, and lasting
relationships with all community stakeholders
through transparency, social justice, integrity, and
accountability.

As an integral part of this process, we provide
stakeholders with formal channels that they can use to
address concerns and grievances with the company in
a structured and reliable way.

We also continuously monitor developments within
communities and evaluate the extent to which they
may impact on our operations. We do this through
regular engagement with both formal and informal
structures and by proactively developing plans to deal
with community issues as and when they arise.

Given the extent to which we
engage with communities, our
community relations strategy
enables our businesses to
maintain mutually beneficial and
stable relations with communities
and local authorities in the areas
in which they are situated.

For example, the Durban-based PET plant of our
polymers division, Safripol, established a community
engagement forum in 2016 to facilitate discussions
with local communities regarding potential employment
opportunities following an upgrade to the plant. The
forum continues to meet on a regular basis to discuss
various issues of importance to affected communities,
including environmental issues, community health

and safety, employment, and the provision of financial
support to local schools.

In another example, as our PG Bison cluster in the
Eastern Cape is the biggest employer in the region, we
have a great deal of responsibility to the communities
in Ugie and Maclear, where our forests and board
plant are situated. We use an integrated community
engagement approach to facilitate relations with these
communities. Our activities include a community
forum that is managed and supported by the local

and regional municipality, direct engagement with the
provincial government, and partnerships with local taxi
associations and small business associations. We also
support the local municipality in the provision of key
infrastructure and services.

Our logistics businesses engage with communities

in a similar way. Unitrans South Africa has a 36-year
service relationship with Richards Bay Minerals
(‘RBM’). As incidents of violence and unrest frequently
occur in the communities neighbouring RBM
operations, Unitrans has partnered with the leadership
of the local traditional authority and other community
structures to address some of the causes of this
instability. This partnership has gained the required
level of acceptance within these communities, and
enables us to make a positive contribution to social
development and to run our business operations
effectively. On various mine personnel transport
contracts, Unitrans Passenger also partners with
communities.

Given the extent to which we engage with
communities, our community relations strategy enables
our businesses to maintain mutually beneficial and
stable relations with communities and local authorities
in the areas in which they are situated.

Community development and outreach

In the area of community development and outreach, we support a number of
initiatives across the country. One of these is the PG Bison Safe-Hub in Knysna in the
Western Cape.

The Safe-Hub programme is an award-winning, world-class, evidence-based, impact-
measured youth development programme that uses sport and education to intervene
in the long-term trajectory of its participants’ lives, creating hope and opportunity
through training, education, and pathways to work and leadership.

Safe-Hub, which is based on a social franchise model, was founded in Khayelitsha in
Cape Town in 2008 and has since developed a national presence, with Safe-Hub
programmes operating in Gugulethu, Diepsloot, Tembisa, Alexandra, Soweto

and Knysna.

The Knysna Safe-Hub aims to reach over 1 500 young people from local communities
every year, offering football and educational sessions twice weekly. The Safe-Hub
programme has been proven to assist in reducing crime, improving education, and
offering viable pathways to employment. The facility in Knysna employs 20 people
from the local community every year, including 13 young people who are placed

into NQF level 4 learnerships and who exit the programme into local employment.

PG Bison, through its contributions, enjoys naming rights of the facility, which is
called the PG Bison Knysna Safe-Hub.

Another KAP-supported project is the Heartlands Baby Sanctuary in Somerset West

in the Western Cape, which is a temporary residential safe-care facility that can
accommodate 25 children (up to the age of six) at a time. It provides specialised care
for children in urgent need of care and protection, who are placed at the sanctuary by
court order. The facility, which is a registered child and youth care centre, has cared
for 280 children over the past five years.

In addition, KAP has been partnering with the sani2c initiative since its inception in
2004. sani2c is a three-day mountain bike event that attracts over 2 000 riders per
event and provides permanent and temporary employment to the local community.
The event has a positive impact on a very wide community and provides much-
needed funds and employment in the area. Sixteen local schools are now the
recipients of the funds raised through entries to the race and sponsorships.

The sani2c Community Development Trust, in partnership with the Southern Lodestar
Foundation’s Breakfast Programme, feeds almost 2 000 school children daily along
the sani2c route.

Various Covid-related projects and donations were also undertaken during the year.
Restonic donated sleep products to frontline health workers, and both Safripol and
Unitrans donated personal protective equipment and personal care products to
various communities.
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Education

Rural schools in South Africa are often under-
resourced and face significant challenges in terms

of infrastructure, resourcing, and curriculum delivery.
Since 2009, PG Bison has partnered with an
organisation called Infundo to create and implement
the Ugie CREATE Initiative education and community
development project. Infundo is an independent

Level 2 B-BBEE social enterprise consultancy
specialising in educational development throughout the
country, 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 overall standard of education. Today,
Ugie CREATE Initiative 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 at these schools, the project also provides
leadership and management training, coaching, teacher
development, community care, and general support. PG
Bison has provided additional assistance by building six
classrooms and providing ablution facilities as well as
textbooks for learners at these schools.
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Since the inception of the project, pass rates have
improved significantly. Last year, one of the Ugie
CREATE |Initiative-sponsored schools achieved a matric
pass rate of 100%.

With the advent of Covid-19, Infundo facilitated a
partnership between the CREATE Initiative schools and
St Peter’s College, a private school in Johannesburg.
St Peter’s College agreed to share its online lessons
and resources to ensure that the learners in these
schools would be able to keep up with the curriculum
while lockdown restrictions kept them at home. Not
only was the partnership able to do this through
various levels of lockdown, it has also significantly
improved the quality of lessons being delivered in rural
areas.

Infundo also continued to provide support for
administrators, teachers, and learners throughout the
lockdown periods using a number of digital platforms.
This enabled teachers to send work home to learners
and to adapt the curriculum to ensure that the school
year could be completed.

In the southern Cape, PG Bison works with the Knysna

Educational Trust to manage two créches in Brackenhill
and Ruigtevlei. The division supplied and maintains the
classrooms at these facilities and provides funding for

three educators.

Our Polymers division, Safripol, also supports two
educational programmes, the LUSA Community Chest
Impact Fund and the Komati Foundation.

LUSA is a public benefit organisation that leads,
supports, and participates in inclusive community
efforts aimed at building capacity and mobilising
resources to improve lives and facilitate long-term
social change. It operates in the Vaal Triangle region
and focuses on providing training programmes for
historically disadvantaged communities.

The Komati Foundation is similarly an NPO that is
actively working to transform South African society in
the fields of education, human development, and social
welfare. With the support of Safripol, it is helping high
school learners to improve their math and science
skills. Post-graduate students from the Department of
Chemical Engineering at the University of Free State
provide tutoring for the learners.

Further, Restonic, Safripol, and Unitrans Passenger
again sponsored 38 learners with disabilities at the
Skills Development Corporation. These learners, who
are registered with their relevant SETAS, are being
taught work-related skills.

Nutrition

In communities affected by poverty, nutritional support
for vulnerable people, including young children and
learners, is an invaluable social contribution.

Unitrans South Africa therefore encourages its
employees to volunteer one working day per month

to repackage food for FoodForward SA. This is an

NPO that collects surplus food from manufacturers,
wholesalers, and retailers, and repackages it

for distribution to early childhood development
organisations, women’s empowerment groups, and
day-care centres, reaching nearly 500 000 at-risk
individuals. Unitrans has also donated a truck to
FoodForward SA and maintains it on an ongoing basis.

In addition, the division provides logistics assistance
for the distribution of food parcels as part of the Feed
the Nation campaign, as well as funding for meals

at the Steinthal Children’s Home in Tulbagh and
Emmanuel Educare, which provides nutritional support
for children in creches.

PG Bison in the southern Cape supports the local
Brackenhill community, which has a feeding scheme
for residents in need. The division has provided the
scheme with gas stoves and supplies it with gas and
ingredients that that enable them to feed more than
60 children a day. It also partners with an NPO called
Judea Hope, as well as farmers and businesses in
the area, to support a feeding scheme in the Ugie
area. The scheme supports seven local créches by
distributing meals to over 300 pre-school children

every day and distributes food parcels to elderly people
in the community.

Five vegetable tunnels that PG Bison established at
the early childhood development centres in the area
continue to produce vegetables that are used to
supplement the food parcels. The tunnels have also
created employment for the local community, and any
excess vegetables are sold to generate income for the
schools.

The Ugie Socio-Agricultural Vegetable Project,
established in 2013, is another successful
collaboration between PG Bison and the local
community. Several years ago, PG Bison and the local
community identified the need to establish a reliable
source of fresh vegetables. The division provided

members of the community with access to nine
hectares of land, implements, and the infrastructure
necessary to grow 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 and which employ 16 people.

In FY21, the division provided R400 000 in funding
for the expansion of the vegetable garden project.
The expansion was undertaken to accommodate a
further group of people from the community, who will
be using the garden to grow vegetables as a source
of income. The funding was used to install additional
fencing, purchase more gardening implements, and to
install reservoirs and pumps.
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KAP is committed to protecting natural resources,
reducing waste, and investing in technologies
that reduce our environmental impact. We
acknowledge that this is an ongoing process,
which requires continuous monitoring and action.
We have therefore developed standards and
procedures to govern all of our activities and

to ensure that negative environmental impact

is prevented or mitigated where possible.

Governance

At KAP, the preservation and protection of the natural
environment is one of our key priorities. The ultimate
responsibility for environmental impacts rests with the
board, which is responsible and accountable for legislative
and regulatory compliance, including the management of
environmental risks and opportunities.

The divisional CEQs are responsible for environmental
compliance at divisional level and are assisted in the
day-to-day management of these issues by managers
within their respective divisions. Environmental policies and
procedures exist throughout the group and are supported
by environmental management systems including, where
relevant, ISO certification for some divisions.

Climate change

Our response to climate change continues to evolve. We are
considering aligning our climate change reporting with the
Financial Stability Board’s Task Force on Climate-Related
Financial Disclosures (‘TCFD’) and nominating a dedicated
board member to oversee climate-related issues.

We have adopted the United Nations Sustainable
Development Goals (‘UN SDGs’) to assist us in improving our
reporting.

Through our integrated risk assessment process, we
continue to identify, assess, and manage environmental
risks. Climate change has the potential to impact on weather
and to lead to extended drought conditions. This, in turn,

can create an environment in which there is a higher

risk of fire in our plantations. We continuously review our
fire prevention, protection, and management strategy to
minimise this risk.

We also continue to invest in fire detection and firefighting
capabilities and to implement standard forestry fire
prevention practices. We conduct annual fuel load risk
assessments and constantly engage with landowners,
stakeholders, and communities in order to manage this risk
on a collaborative basis.
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Carbon footprint

Our carbon footprint is a measure of the greenhouse gas (‘GHG’) emissions from activities under our
operational control. We calculate our carbon footprint in accordance with the GHG Protocol Corporate
Accounting and Reporting Standard and the Intergovernmental Panel on Climate Change (‘IPCC’) Guidelines
(2006). We also make use of the South African Department of Forestry, Fisheries, and Environment’s (‘DFFE’s’)
Technical Guidelines for Monitoring, Reporting, and Verification of GHG Emissions by Industry.

An independent service provider verifies the accuracy and credibility of our carbon footprint. Divisions that
are data providers under the South African National GHG Emission Reporting Regulations report their GHG
emissions to the DFFE. These divisions are licensed as carbon taxpayers under the South African Carbon Tax
Act (No. 15 of 2019).

Our carbon footprint encompasses both our Scope 1 and 2 emissions. Scope 1 emissions result mainly from
the combustion of fossil fuels and are attributable primarily to our supply chain-based operations. Scope
2 emissions are indirect GHG emissions associated with purchased electricity and steam.

Our Scope 1 and 2 emissions for the reporting year amounted to 941 748 tonnes of carbon dioxide equivalent
(tCO,e).
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Our Scope 1 and 2 emissions increased by 1.90% during the reporting period as our manufacturing volumes
and kilometres travelled increased in line with improved economic activity. In the previous year, some of our
operations were suspended due to lockdown restrictions imposed by the government to control the spread of
Covid-19, which reduced our GHG emissions.

Our energy consumption for the reporting year increased by 2.7% to 2 736 756 MWh, including all fuels
used, and electricity and steam purchased. Our operations continue to focus on reducing their energy
consumption in order to reduce costs, improve efficiencies, and reduce their impact on the environment.
For example, the Integrated Timber division uses renewable biomass to generate heat, which significantly
lowers its Scope 1 emissions.

PG Bison owns two plantations, North East Cape Forest (‘NECF’) and Southern Cape Forest (‘SCF’) which,
due to its sustainable management practices, are net absorbers of carbon. Sustainably managed plantations
absorb carbon from the atmosphere and store it in the trees and soil. The division continues to quantify the
carbon absorbed by its plantations and to submit these metrics to the DFFE for approval.

The DFFE has approved the carbon absorbed for the 2019 and 2020 calendar years. During the latter
period, this was more than 200 000 tCO,g. In terms of our sustainable management practices, for every tree
harvested, another tree is planted, which continues to absorb carbon as it grows. The division’s wood-based
decorative panels, which are used in the interiors of buildings, and which have a long lifespan, also store
carbon.

Electricity

We have identified electricity consumption as a potential critical risk for KAP. In terms
of this we have embarked on a process to develop a clear strategy to mitigate risk,
reduce costs, and promote sustainability for the group. Our strategy will encompass
the following elements:

Perform a baseline analysis of current sources and consumption patterns.

Identify opportunities to change the nature of how we consume electricity in order
to improve efficiencies and reduce costs.

Identify opportunities to invest in new technology to reduce consumption.
Identify opportunities to self-generate electricity.

Identify opportunities to generate electricity for sale to independent third-party
customers.

We have recently employed an energy specialist to formulate this strategy and
to assist our operations in reducing their energy consumption. Our electricity
consumption increased by 8% in line with increased economic activity.

Electricity consumption (MWh)
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Our North Eastern Cape Forests (‘NECF’) are certified
by the Forestry Stewardship Council (‘FSC’)

The 50 Performance-Based Standards (‘PBS’)
vehicles in the l!nitrans fleet consume 16.9_4% less

Diesel

KAP is a large consumer of fuel, primarily through its supply chain-based division,
Unitrans. We continue to explore and implement initiatives aimed at improving
operational efficiency and reducing diesel consumption, with the following examples
noted:

The Unitrans Control Tower (‘UCT’) continuously monitors its fleet of vehicles
to improve driver performance and reduce idling time, thereby reducing fuel
consumption.

Unitrans also constantly optimises routing of vehicles to reduce kilometres
travelled and fuel consumed.

The ongoing investment in the replacement of vehicles with new technology
engines materially improves fuel consumption.

Ongoing investment in vehicle configuration also materially improves fuel
consumption. Unitrans has invested in 50 Performance-Based Standards (‘PBS’)
vehicles that operate in a variety of industries, including the mining, agricultural,
and petrochemicals industries. PBS vehicles have been designed to increase
productivity, improve safety, and reduce fuel consumption, consuming on average
16.94% less fuel per tonne/kilometre than standard vehicles.

Unitrans also continues to investigate, implement, and roll out the use of
alternative fuels where possible. Unitrans Passenger uses compressed natural gas
(‘CNG’) in its buses, enabling it to reduce its GHG emissions by as much as 90%.

Our diesel consumption reduced by 4.1% for the year to 139 million litres.

Diesel consumption (million litres)
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Water

We have identified water usage as a key focus area for KAP. Water is a scarce
resource and key to the sustainability of our various operations. Similar to electricity,
we will develop a clear strategy around the sustainable supply, use and discharge
of water, together with the required risk mitigation. We are committed to reducing,
recycling and reusing water.

Our strategy begins with reliable measurement. Although we made progress in
widening the scope of measurement and improving the accuracy of reporting on our
water withdrawal and discharge, there is still room for improvement. Where required,
our divisions have water use licences (‘WULS’), which specify the water usage
parameters within which they must operate.

PG Bison’s water usage will reduce significantly in the forthcoming year as they will
consume the last of the burnt timber that was placed under temporary irrigation
after the 2017/2018 forest fires in the southern Cape. The fire-damaged timber was
harvested and placed under an irrigation deck to preserve it. Water extracted from
boreholes on PG Bison’s property constantly sprayed the timber to prevent insect
damage and dry rot. This is standard practice in the forestry industry after a fire

has damaged trees. An environmental impact study was done prior to operations
commencing and an independent hydrologist routinely monitors the water run-off
and the quality of the water. An estimated 80% of the water consumed drains back
into the soil.

Waste

Our divisions are setting targets and implementing projects to reduce waste to
landfill. Our waste management goal is ‘zero waste to landfill’. Many of our divisions
are already reusing and/or recycling waste.

e PG Bison recovers internally generated offcuts, sawdust, shavings, peelings, and
wood chips, which otherwise would have been disposed to landfills, to produce
heat and steam.

o Restonic recovers and reuses and recycles all its waste. Our Connacher operation
purchases waste from the textile and clothing industry and processes it into
reusable fibre. This fibre is then sold into the furniture and automotive sector.

Let's plastic responsibly {,’;
safripol.com
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e A significant portion of the waste generated by our Automotive Components
division is recovered internally. Offcut textiles are reground for reuse, and felt
offcuts are torn up in-house and recycled. Offcut carpets are reground and reused
in their milling process.

e Safripol changed their packaging to make it easier to recycle.

The DFFE has introduced Extended Producer Responsibility (‘EPR’) regulations in
which industries are required to commit to reducing waste. Safripol, as a member
and contributor to Plastics SA, PETCO, and Polyco, is working closely with these
organisations to develop EPR plans.

Safripol also supports several initiatives currently being implemented by Plastics
SA, PETCO, and Polyco. Through Polyco, for example, it supports PACKA-CHING, an
initiative aimed at increasing the level of recycling in lower-income areas. This has
significantly reduced waste in the environment.

Safripol has also launched its ‘Let’s Plastic Responsibly’ campaign, which is aimed
at encouraging consumers to ‘plastic responsibly’ and removing plastic waste from
the environment. In addition, it has established waste collection sites and material
recovery facilities in various communities in order to reduce plastic waste in the
environment, and supports a number of recycling initiatives, such as the Bophelo
Recycling Project.

The division has also funded the KwaMashu Materials Beneficiation Centre (‘KMBC’),
which is a product development hub for developing new durable products using low-
value non-recyclable materials that are recovered from the environment. Some of the
products developed include pavers, school desks, and modified wheels for wheelie
bins.

Safripol continues to work with packaging companies, brand owners, and retailers to
develop optimal packaging solutions that reduce and improve the recyclability of the
packaging. We have developed products that are more durable in their application,
such as returnable PET for a major soft drinks company, which reduces waste in the
environment. Safripol also hosts and facilitates an annual sustainability conference
in which industry, waste associations, recyclers, industry associations, retailers, and
environmentalists participate to develop sustainable solutions.

All hazardous waste is treated by accredited third parties. In some cases, the
treatment of this waste also allows for it to be recycled. For example, used oil was
collected by accredited third parties, treated, and reused.

‘SAFRIPOL

shaping your world, responsibly

Biodiversity

PG Bison has two plantations and owns 96 157 hectares of land, of which

43 817 hectares is cultivated forestry land. The NECF plantation accounts for 77% of
the plantations and is certified by the Forestry Stewardship Council (‘FSC’) (certificate
number SGS-FM/COC-011207 and licence number FSC-C139494). PG Bison is

also a member of Forestry South Africa (‘FSA’), which oversees the environmental
standards for forestry in South Africa.

PG Bison is committed to sustainable forestry practices and the sustainable
management of the wildlife that resides within and adjacent to the plantations, as
well as to the utilisation of resources and products that take into account the benefit
to our employees, adjacent communities, and the public.

Forests are biodiversity hubs. Land that is not suitable for commercial forestry is
used for other purposes, such as agricultural activities. Our non-commercial land
areas have been mapped to record the species of fauna and flora that occur there.
These maps include the archaeological, paleontological, and historical sites in those
areas.

NECF, for example, has a land area of 76 392 hectares, of which 33 551 hectares
are under cultivation. The remaining area is used for other agricultural activities or
is a protected biodiversity area. NECF also maintains a large herd of cattle on the
land, which plays a vital role in reducing the risk of fire. As part of this management
process, we have introduced optimised grazing programmes that maintain the
biodiversity.

We have also reintroduced a variety of wild animal species into the plantation areas.
Some of the animal species that live on the land include Burchell’s zebra, Cape
gryshok, blesbok, grey duiker, and the black wildebeest. Some unique Red Data bird
species are also found within the plantations, including blue crane, wattled crane,
and grey crowned crane.
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Human capital

We believe that a motivated and engaged
workforce creates a sustainable competitive
advantage and benefits society as a whole.
We are committed to attracting, developing,
and retaining the best people, and to creating
a winning culture that embraces diversity and
celebrates the contribution of every employee.

Overview

At KAP, we have a strategic and multifaceted approach
to attracting, developing, and managing our human
capital, including key talent in specialist areas of the
business. In the period under review, we employed

up to 19 063 permanent and seasonal employees in
both South Africa and the African countries we serve.
Seasonal workers are employed primarily by the
Unitrans Africa division, which provides a wide range of
services in the agricultural sector.

Throughout the business, the human capital function
remains focused on building the skills, knowledge, and
experience required to meet our strategic objectives,
as well as on providing a safe and sustaining
environment for our employees. In order to support
the implementation of KAP’s growth strategy, we will
continue to build strength and capacity in the area of
human capital.

Human capital strategy

All of our divisions have growth strategies in place,
which are aligned to KAP’s overall strategy. To support
the implementation of these, we are in the process

of developing an integrated human capital strategy
that will reflect our values and set out key employee
management objectives.

The group human capital strategy will define and
develop a set of comprehensive frameworks and
people management practices that will enable both
the group and the divisions to attract the best talent,
create opportunities for individual growth, support
optimal performance, and retain the best people.
This will be done by creating a high-performance,
learning, and supportive culture that will provide
opportunities for all employees to grow and develop,
and to be rewarded for exceptional performance and
stewardship.

The following pillars of our human capital strategy will
ensure that KAP is an employer of choice, with culture,
policies, and procedures that set high expectations
while also providing a stimulating and inclusive
environment for our people:

¢ Employee value proposition (‘EVP’): The EVP
describes what KAP stands for, what we offer in
terms of a total employee experience to employees,
and the responsibilities they are expected to fulfil.

Organisational culture and commitment:
Organisational behaviours that will support our
values and objectives include strong leadership
which facilitates employee understanding of
strategy and of how value is created, promotes
individual and team performance, creates a positive
working climate, and empowers employees with
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the skills and knowledge they need to fulfil their
responsibilities and to make good decisions.

We have developed a framework to assess our
people culture and implement people initiatives that
will enable us to create a high-performance culture
across the group. This will be supported by the
implementation of an outcome-based performance
management and reward system that will translate
divisional strategic priority areas and success
factors into measurable individual employee
performance targets.

Succession planning: We have developed a
common succession planning framework to enable
all of our divisions to identify and develop the next
generation of leaders, empowering them with
critical management and technical skills to assume
additional responsibility at the appropriate time.

Leadership development: Leadership
development is fundamental to our goal of creating
management depth and supporting individual
growth across all management levels. Our long-
term plan is to develop a leadership philosophy and
roadmap that will improve and develop the skills,
capabilities, and abilities of current and future
leaders throughout the organisation.

To support the implementation of our strategy, we plan
to invest in information systems that will enable us

to improve on our decision-making about talent and
about how it is organised throughout the group.

All of our divisions are in the process of reviewing
their human capital information systems in order to
improve divisional data and process standards, and
to align them with their human capital and financial
requirements. We anticipate that this process will be
completed during FY22.

Responsible employment
As a group, we subscribe to the principles outlined
in the United Nations Global Compact (‘UNGC’),

the recommendations of the International Labour
Organisation, and the regulatory framework defined
by the Organisation for Economic Cooperation and
Development (‘OECD’). We measure the group’s
practices against these benchmarks annually.

Our code of ethics provides employees with
information about the core principles of the group,
including legal compliance, 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.

We also meet or exceed all minimum wage
requirements as legislated in South Africa. During the
reporting period, we completed a detailed review and
analysis of the vertical pay gap to ensure that KAP
remunerates fairly, responsibly, and transparently.
We also submitted all required employment equity
plans and reports in line with the Employment

Equity Act (No. 55 of 1955) and completed a detailed
analysis of pay differentials to ensure that all of our
divisions comply with the principle of equal pay for
work of equal value.

We have 14 452 full-time
employees in South Africa
(FY20:14 097)

We invested R4.9 billion
in remuneration and

benefits (FY20: R4.3 billion)

We invested R3.1 million in
leadership development

initiatives (FY20: R5.5 million)

We invested R125 miillion in
training and development

initiatives (FY20: R99 million)

A total of 6 696 employees
benefited from training

during the year (FY20: 8 545)

We have a Level 5 B-BBEE
rating (FY20: Level 6)

Read more

Read more

Furthermore, our staff have the option to 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 division to ensure that we
remain compliant with all relevant labour laws.

We also comply with the provisions of the Basic
Conditions of Employment Act (No. 75 of 1997),
which prohibits forced labour, and we do not employ
children under the age of 18 years.

Creating an ethical culture

The KAP code of ethics was reviewed in FY20 and
updated. The code, which is available on the KAP
website, is supplied and explained to all employees
as part of our induction process. The company and its
employees have a duty to comply with applicable laws
and regulations and to behave in a responsible and
ethical manner.

As an expression of our ethics, we subscribe to the
principles of free and fair competition, as embodied
in the competition laws that apply to our business.
There is ongoing training on competition law and
the changing competition regulations for senior and
selected middle management across all operations.
Managers are also measured on the fulfilment

of their B-BBEE and employment equity targets,
health and safety performance, succession planning,
internal audit, compliance, and governance targets.

Suppliers are expected to comply with the group’s
supplier code of conduct, which sets out the principles
by which we work and the expectations we have of
suppliers who conduct business with us. In addition,
any supplier, employee, or representative providing
on-site services at a KAP facility is required to adhere
to our safety standards and site rules.

As part of the process of monitoring our ethics,

we have an anonymous whistle-blower hotline

called KAPREF. This allows anyone to report illegal

or unethical behaviour, including mismanagement,
discrimination, harassment, vandalism, corruption,
violence, and theft. KAPREF is available to both
national and international callers. Hotline activities are
reported to the social and ethics committee.

Diversity

The group’s commitment to creating a diverse
workforce is illustrated in our board diversity policy.
We are also fully compliant with the provisions of

the Broad-Based Black Economic Empowerment Act
(No. 53 of 2003) (‘B-BBEE Act’), as well as with the
amended black economic empowerment codes of
good practice. As a group, KAP has a Level 5 B-BBEE
rating, with some divisions being rated as Level 2, 4,
5 and 6. Our B-BBEE verification process is conducted
independently by AQRate.

Gender diversity is also a key focus and management has set internal tangible targets to improve both race and
gender diversity in leadership positions over the next five years. At board level, 44% of the independent non-
executive directors are women, with 27% of the total board composition being made up of black women.

While women make up 19% of our total staff complement, they occupy 24% of all critical and specialist positions
in such areas as finance, tax, and human capital. At operational level, women are employed as general managers,
operations managers, key account managers, and sales managers.

Several initiatives are in place to increase female representation across all operations and levels of management in
the future.

FY21 FY20 FY19
Female representation % % %
Staff studying towards degree or diploma 46 41 37
Staff participants in learnerships or apprenticeships 26 26 27
External participants in learnerships or apprenticeships 45 43 1
Senior and middle management 24 26 22

Training and development

It is essential to our success and sustainability as a group that we have leading technology and innovation
capabilities in all of our operations. In alignment with our strategy, our divisions continually engage in a process
of identifying and tracking their scarce and critical skills, and of investing appropriately in technical training and
development initiatives.

We encourage our staff to develop themselves further by creating a positive environment through providing either
financial assistance or time off to pursue degree or diploma courses. At present, 151 employees are studying
towards a degree or diploma of which 126 are black and 69 are women.

Consolidated group spend on FY20
training and development initiatives Rm
Bursaries and institution based training 8.2 35
Internships, learnerships and apprenticeships 54.5 41.7
Work integrated learning 6.1 59
Informal training 5.7 57
Training staff salaries and overheads 50.6 422

125.1 99.0
Leadership training (included in actual training spend) 3.1 55

We offer 925 internships, learnerships, and apprenticeships to both employees and unemployed learners as part of
our human capital development programme. This includes 212 people with disabilities. Black people make up 98%
of the participants. The learnership programmes provide both a theoretical and a practical learning environment,
and all of these programmes provide a pipeline of potential skilled artisans for our operations. We offer both on-site
training as well as off-site training, which is delivered by accredited training providers.

When positions become available in the company, candidates are first sourced from this pool of learners. We also
strive, wherever possible and applicable, to employ people from local communities.

Employee engagement

We strive to create an open, inclusive culture and an environment in which staff are encouraged to voice their
opinions and participate in building a unified organisational culture supported by common values. Our values
encompass our commitment to fairness, accountability, transparency, and ethical leadership and are aligned with
the guidelines set out in the King IV Report on Corporate Governance™ for South Africa (2016) (‘King IVT™").

Workplace initiatives put in place in response to the initial Covid-related lockdown were continued, as appropriate,
throughout the reporting period. Digitally enabled communications are in place in all of our divisions to facilitate
communication between staff, some of whom are still working remotely. Our CEQ, Gary Chaplin, also continues to
present webcasts to employees to keep them updated of important developments. Senior management participates
in a regular inter-divisional engagement forum to share experiences and case studies. These forums are also used
as a channel for further development and training on relevant topics, such as ethics, governance, competition law,
and leadership-related matters.
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Human capital continved

The divisional managers regularly communicate with their
staff using various mechanisms, including established
union structures, divisional CEQ roadshows, and plant
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,
equality, and freedom as enshrined in the South African
Constitution and the Bill of Rights, and are guided by
these in every aspect of our engagement with employees.

Labour relations

Effective management of labour relations is critical to
the sustainability of all of our businesses. Widespread
evidence shows that organisations with strong structures
in place to determine conditions of employment and
manage labour disputes experience fewer incidents of
labour-related conflict.

At both group and divisional level, we are recognised as
an industry leader in labour relations. We have sound
relationships with all stakeholders, including industry
organisations and trade unions, and we create an
environment conducive to achieving mutually beneficial
outcomes and collective agreements with these unions.
We also play a meaningful role in industry structures,
including in the bargaining council structures and
employer associations in the industries in which our
divisions operate, and maintain relationships with

key regulators.

We build strong relationships with other employers
to ensure the employee associations adopt collective
bargaining strategies that are consistent with our
objectives.

During the reporting period, the impact of Covid-19
compelled labour, business, and government to
cooperate in order to deal with the economic impact of
the various levels of lockdown and the resulting impact
on employees. We successfully executed the roll-out

of the socio-economic stimulus measures such as

the Unemployment Insurance Fund (‘UIF’) Temporary
Employment Relief Scheme (‘TERS’) and an amendment
to pension fund regulations in order to support
distressed employees.

At KAP, scheduled wage negotiations took place in four of
our seven divisions during the reporting period and new
wage agreements were put in place.

As reported in the financial results, Covid-19 had a
significant impact on several operations and unfortunately
these operations were forced to restructure. We
restructured our Automotive Components division in
anticipation of subdued global vehicle demand and closed
our Intercity and Tourism operations, which resulted in
retrenchments. These unavoidable lay-offs were handled
not only according to legal requirements, but also in an
ethical and empathetic way. In the process we worked
through the labour structures and within the labour laws.
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Occupational health and safety (‘OHS’)

The health and safety of our employees is a key strategic objective and is considered in every decision we make.
All of our divisions comply with the health and safety regulations in place for their various industries. We have
implemented workplace safety and health measures to maintain, as far as reasonably practical, a working
environment that protects the health, safety, and welfare of employees, and that safeguards members of the public
who may be exposed to risks from work activity.

Policy

Our code of ethics sets out our commitment to health and safety and applies to all employees and contractors
working on-site. The KAP CEQ, Gary Chaplin, is ultimately responsible for health and safety within the organisation,
a responsibility which he has delegated to specific individuals at divisional level. Each business identifies,
measures, and reports on health and safety matters. Compliance is reported quarterly at the divisional audit and
risk committee meetings.

Procedures

Our continuously evolving OHS procedures include a risk management plan that is supported by a legal, risk,

and incident register, which allows for the identification of hazards as well as regular risk assessments, internal
audits, safety training, management reviews, and third-party audits, which are undertaken on both existing
business and any new projects. Targets are set by each business and their performance is measured against
these. In-depth investigations of all OHS incidents are conducted and mitigation procedures are reviewed regularly.
Individually, senior executives are measured on their divisional health and safety targets.

At operational level, comprehensive safety management systems, processes, and procedures are in place. Safety
representatives are appointed from the shop floor in accordance with the Occupational Health and Safety Act

(No. 85 of 1993). We also continuously train staff and contractors in health and safety procedures. During the
period under review, 9 870 people were trained or benefited from OHS interventions (FY20: 9 534). All of our
divisions are regularly audited by accredited independent specialists to ensure compliance with statutory and legal
requirements.

Healthcare
Various programmes are also in place to ensure the general health of our employees.

HIV/Aids is addressed in all divisional policies, and each division has a holistic and comprehensive programme in
place to promote awareness, prevention, and voluntary testing, as well as to provide support. Policies cover issues
such as confidentiality, protection from discrimination, and our commitment to the implementation of programmes
that are relevant — and of value — to each division and its employees. Where applicable, local communities are
involved in initiatives such as World Aids Day and 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. They are
staffed by qualified nursing staff, who are assisted by medical doctors. The services they offer include workplace
health risk assessments, chronic disease screening and management (including for TB), industrial hygiene, and
medical surveillance. They 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 we use. These clinics test for
chronic conditions and dispense chronic and other primary care medication.

Injuries and fatalities

We diligently pursue a target of zero harm and a culture of safety is integrated into our organisational culture.
Safety incidents are carefully monitored and analysed as part of our process of continuously aiming for this
objective.

During the course of the year, 376 reportable injuries in terms of the Compensation for Occupational Injuries and
Diseases Act (No. 130 of 1993) (‘COID’) were recorded. This number includes 18 cases of workplace exposure to
Covid-19.

Total reportable COID injuries for the group FY21 FY20 FY19
Employees — Lost time injuries 339 235 379
Employees — Occupational diseases 37 5 5
Employees — COID no lost time 140 139 233
Employee total 516 379 617
Contractors — Lost time injuries 11 5 36
Total 527 384 653
Fatalities

South Africa has one of the highest road traffic accident rates in the world. Road safety is therefore one of our top
priorities and we continuously conduct driver training and roll out broad-based road transport safety campaigns.
We have also invested in technology that is used to monitor our drivers’ behaviour and levels of fatigue, which has
contributed significantly to reducing the number of road traffic incidents we record every year.

Sadly, four employee fatalities were recorded during the reporting period (FY20: 2; FY19: 7). Three of the four
employee fatalities were related to vehicle accidents in our logistics operations.

Each safety incident and each fatality is thoroughly investigated, and we work with the relevant authorities and
regulatory bodies to understand the cause of the incidents as well as to implement actions in order to strive for a
zero-harm result. All health and safety incidents are reported at divisional audit and risk committee meetings and all
fatalities, both internal and third-party related, are reported to the social and ethics committee.

Our response to Covid-19

Covid-19 and the various levels of lockdown implemented to manage the spread of infection in South Africa have
had an unprecedented effect on the normal operations of our businesses and the well-being of our employees.

In line with our legal and ethical obligations to maintain a safe working environment, all divisions conducted
detailed risk assessments during the reporting period and implemented policies and protocols to limit the spread of
infections in accordance with legislative requirements.

The impact of the pandemic during FY21 is clearly illustrated in the following analysis:

Confirmed
Division positive results Recovered Passed away 30 June 2021
Integrated Timber 338 323 6 1716
Automotive Components 174 150 1 2283
Integrated Bedding 143 131 2 1707
Polymers 118 109 3 456
Unitrans South Africa 599 544 28 5303
Unitrans Africa 496 456 6 4056
Unitrans Passenger 236 147 7 3488
Corporate 5 5 - 54
Total 2109 1865 53 19 063

Effective management of

labour relations is critical to

the sustainability of all of our
businesses. Widespread evidence
shows that organisations with
strong structures in place

to determine conditions of
employment and manage labour
disputes experience fewer
incidents of labour-related
conflict.

The KAP family extends its heartfelt and sincere
condolences to the family, friends, and colleagues of
the 53 employees who passed away from Covid-
related complications during the period, as well as

to those who lost loved ones. We continue to extend
our support to those who were infected with the virus,
many of whom are still recovering from its effects.

Given the ongoing risk that
Covid-19 presents, we are

in the process of developing
a Covid-19 vaccination
approach. Scientific evidence
shows that vaccinated
individuals are less likely

to become infected with

the virus or to experience
severe symptoms if they do
become infected. We believe
that vaccinations will protect
our employees and their

loved ones, and ultimately
reduce the risk of business
disruptions.

Our Covid-19 approach will
therefore allow for easy
access to a vaccination
programme in Covid-
compliant facilities that will
provide for a fair balance
between the constitutional
rights of individual employees
and the safe and efficient
operation of our businesses.
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