KAP is a diversified industrial business focused on growth in African markets

INTEGRATED INTO EVERY DAY KAP

KAP INDUSTRIAL HOLDINGS LIMITED Audited results for the year ended 30 June 2017

These are the provisional audited results for the year ended 30 June 2017.

Revenue and operating profit before capital items

Revenue from continuing operations increased by 23% to R19.8 billion (2016: R16 billion). Operating
profit before capital items from continuing operations increased by 25% to R2.5 billion (2016:
R2 billion). Operating margin increased to 12.6% (2016: 12.4%) as a result of divisional integration
efficiencies, continued operational streamlining and recent capital investments and acquisitions.

Headline earnings per share (HEPS)
HEPS from continuing operations increased by 15.4% to 55.6 cents (2016: 48.2 cents).

Tax rate

The effective tax rate decreased to 25.8% (2016: 28.8%), mainly due to incentives in relation to the
group’s manufacturing investment activities during the year.

Working capital

Net working capital increased by R709 million to R682 million, largely as a result of the acquisition of
Safripol. Inventories increased by R499 million and accounts receivable increased by R1 016 million,
while accounts payable increased by R806 million.

Cash flow

Cash generated from operations before working capital changes increased by 16.9% to R3 341 million
(2016: R2 858 million).

Capital expenditure

Replacement capital expenditure continues to be managed over time in relation to the annual depreciation
charge and amounted to R1.2 billion for the period (net of proceeds on disposal). Expansion capital
expenditure of R1 billion resulted from continued investment in the group’s asset base to drive
growth and efficiency benefits. Capital expenditure was mainly directed towards continued progress
on the replacement of the PG Bison Piet Retief particleboard plant, expansion of the Hosaf PET plant,
construction of a new integrated bedding facility and logistics and passenger transport vehicles.

Capital structure

In order to facilitate the various expansion activities of the group, while maintaining a healthy capital
structure with longer dated maturities to facilitate future growth, the following funding activities were
concluded during the year:

e R1500 million equity raised through a fully subscribed rights issue;

e R1 874 million raised through a combination of private and public bond issuances with 3 and 5 year
tenures, with a mix of fixed and floating interest rates;

e R322 million bonds and R1 025 million of existing term facilities settled; and

e R2800 million new facilities secured as a combination of term debt and revolving credit facilities with
3 and 5 year tenures, with a mix of fixed and floating interest rates.

Net interest-bearing debt increased by R3 708 million to R5 777 million as a result of the group’s investing
activities, while net debt EBITDA remains at a healthy 1.7 times, despite the fact that Safripol operations
are only included for six months. The debt structure and capacity ratios are reflected as follows:

30 June 2017 30 June 2016

Debt structure and capacity ratios Rm Rm

Interest-bearing long-term liabilities 7307 4204
Interest-bearing short-term liabilities 405 431

Bank overdrafts and short-term facilities 74 36
Cash and cash equivalents (2 009) (2602)
Net interest-bearing debt 5777 2069
EBITDA* 3361 2797
Net finance charges* 515 312
EBITDA: interest cover (times) 6.5 9.0
Net debt: EBITDA (times) 1.7 07

* From continuing operations, Safripol operations only included for six months.
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Net asset value (NAV)
The NAV per share increased by 17% to 415 cents from 355 cents.

The group concluded the following significant transactions during the period, in accordance with its strategy:

Safripol Holdings (Pty) Ltd (Safripol)

The group acquired 100% of the equity in Safripol for R3 925 million, effective 1 January 2017. The fair value
of the assets and liabilities was R3 684 million, consisting of property, plant and equipment of R1 394 million,
intangible assets of R2 078 million, net working capital of R263 million and net debt of R51 million, resulting
in goodwill of R241 million. Safripol is engaged in the manufacture of high-density polyethylene (HDPE) and
polypropylene (PP), which are used in the manufacture of a broad range of plastic injection and blow-moulded
products. This business operates with a similar business model to the group’s other chemical operations
(Hosaf and Woodchem) and manufactures complementary products to those of Hosaf.

Lucerne Transport (Pty) Ltd (Lucerne)

The group acquired 100% of the equity and claims in Lucerne effective 1 September 2016. The fair value of
assets and liabilities was R78 million with a purchase consideration of R177 million, resulting in goodwill of
R99 million. Lucerne’s operations are complementary to those of the contractual logistics division,
specifically in terms of bulk liquid tanker transport of chemicals and edible oils.

Xinergistix (Pty) Ltd (Xinergistix)
The group acquired a controlling interest in Xinergistix effective 1 July 2016 (51.4%). Xinergistix operates in
the logistics sector, providing complementary services to those of the contractual logistics division.

Management continues to focus on optimising and expanding its existing operations and on growing its
market share in all areas of operation and remains optimistic that these activities will provide continued
growth, despite the current challenging economic environment.

The momentum of existing operations in the diversified industrial segment is expected to continue. Key
projects, including an upgrade of the PG Bison Piet Retief particleboard plant, the construction of a new
integrated bedding facility and new vehicle model introductions in the automotive components division, are
expected to support revenue and operating profit growth in FY2018.

The formation of the diversified chemical segment and the acquisition of Safripol are expected to bring
increased chemical industry focus to the group, as well as scale benefits with exposure to broader markets
and opportunities. The expansion of the Hosaf PET operation, with significantly enhanced production
capacity, will result in revenue and operating profit growth.

A recent rationalisation of the contractual logistics division, with a resultant improvement in management
focus, operational efficiencies and cost management, will support the competitiveness of the division in
FY2018 in terms of contract renewals, extensions and the procurement of new contracts. The acquisition
and integration of Lucerne and Xinergistix have produced opportunities for growth in new markets.

The diverse nature of the group’s operations, with exposure to various sectors, business models and
currencies, continues to provide underlying support through the current economic cycle.

The board of directors is pleased to announce that a gross dividend of 21 cents per share (2016:
18 cents per share) for the year ended 30 June 2017 has been approved and declared.

The board of directors records its appreciation for the continued support and loyalty of the group’s
employees, shareholders, customers and suppliers.

On behalf of the board

J de V du Toit GN Chaplin FH Olivier
Independent non-executive chairman  Chief executive officer Chief financial officer
14 August 2017
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The group continued to grow through investment in strategically aligned businesses and operations with high
barriers to entry, which enhance the group’s quality of earnings in respect of sustainability, solid margins and strong
cash conversion. The disciplined execution of the group’s strategy produced pleasing results for the period.
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Following the successful acquisition of Safripol effective 1 January 2017, the results of the group are now reported

in three segments as follows:
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Revenue for the diversified industrial segment increased
by 13% to R6.4 billion, while the operating profit of the

segment increased by 33% to R944 million.

The integrated timber division performed well for the period, with
revenue growth and margin improvement continuing to be driven by
its recent technology and equipment investments, continued focus
on its value-add strategy and further improvement in its forestry,
sawmilling and pole operations.

The automotive components division performed well for the
period, with stable vehicle assembly volumes supported by
successful new model introductions and the integration of
Autovest into the group. Technology investments and continuous
improvement projects supported operating margin improvement.

The integrated bedding division continued to drive synergies
related to raw material integration, the streamlining of corporate
and operational structures and the roll-out of its decentralised
model for mattress assembly. This provided operating margin

improvement from a stable revenue base.
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Revenue for the diversified chemical segment increased
by 79% to R5.5 billion, while the operating profit of the
segment increased by more than 100% to R672 million.

Safripol performed to expectation for the six months ended
30 June 2017, with strong demand for both HDPE (high-density
polyethylene) and PP (polypropylene). Significant progress was
also made with the integration of Safripol into the group and the
formation of the diversified chemical segment.

The Hosaf operation continued to operate at full capacity and
produced stable results whilst in the process of a major project to
significantly increase PET (polyethylene terephthalate) production
capacity.

Resin volumes remained stable, while the recently installed value-
add paper impregnation plant at the Woodchem operation resulted
in revenue growth and margin improvement.
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Revenue for the diversified logistics segment increased
by 10% to R8.7 billion, while the operating profit of the

segment decreased by 9% to R883 million.

In the contractual logistics division, subdued domestic economic
activity and resultant lower industry demand in the fuel, cement
and mining sectors weighed on revenue and operating margin.
However, activity levels in the food, agriculture and other non-
South African operations supported the underlying momentum of
the division. The operations of both Lucerne and Xinergistix, which
were acquired during the year, performed ahead of expectation and
continue to provide growth opportunities.

The performance of the passenger transport division was
satisfactory, despite lower passenger numbers and operational
results from the intercity operations. Increased activity and contract
growth in the commuter, personnel and tourism transport sectors
and continued growth in its Mozambique operations served to
support the division’s results.
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The prior year segmental assets have been restated to more accurately reflect the assets that generate operating profit.

Selected explanatory notes

1.

Statement of compliance

The provisional summarised consolidated financial statements have been prepared and presented
in accordance with the framework concepts and the measurement and recognition requirements of
International Financial Reporting Standards (IFRS), the SAICA Financial Reporting Guides as issued
by the Accounting Practices Committee and Financial Reporting Pronouncements as issued by the
Financial Reporting Standards Council, the Listings Requirements of the JSE Limited, the information
at a minimum as required by IAS 34: Interim Financial Reporting and the requirements of the South
African Companies Act, No. 71 of 2008. The summarised consolidated financial statements have
been prepared using accounting policies that comply with IFRS, which are consistent with those
applied in the consolidated financial statements for the year ended 30 June 2016.

Basis of preparation

The summarised consolidated financial statements are prepared in millions of South African
rand (Rm) on the historical cost basis, except for certain assets and liabilities that are carried at
amortised cost, and derivative financial instruments and biological assets that are stated at their
fair values. The preparation of the summarised consolidated financial statements for the year ended
30 June 2017 was supervised by Frans Olivier CA(SA), the group’s chief financial officer.

Changes to comparative results

The prior year's income statement has been restated to reflect the discontinued operations of Glodina,
a division of KAP Homeware Proprietary Limited. The comparative cash flow has been represented to
include interest capitalised in accordance with IAS 23: Borrowing Costs, in net finance charges, previously
included in additions to property, plant and equipment and investment properties. With the acquisition of
Safripol in the chemical division, the comparative information in the segmental analysis was restated in
the new segments in which the group is now structured, i.e. diversified industrial, diversified chemical and
diversified logistics. The prior year segmental operating profit before capital items has been restated by
allocating head office costs to the different segments in line with the current year. The segmental assets
have also been restated to more accurately reflect the assets that generate operating profit.

Financial statements

The consolidated financial statements for the year, which have been audited by Deloitte & Touche,
and their accompanying unmodified audit report as well as their unmodified audit report on this set
of summarised financial information, are available for inspection at the company’s registered office.
Information included under the headings “Outlook” and “Operational review” and any reference to
future financial information included in the summarised financial information, has not been audited
or reviewed. This announcement does not include the information required pursuant to paragraph
16A() of IAS 34. The full consolidated financial statements are available at the issuer’s office upon
request. The auditor’s report does not necessarily report on all the information contained in this
announcement. Shareholders are therefore advised that, in order to obtain a full understanding of the
nature of the auditor’s engagement, they should obtain a copy of the auditor’s report together with the
accompanying financial information from the issuer’s registered office. The results were approved by
the board of directors on 14 August 2017.

Accounting policies
The accounting policies of the group have been applied consistently to the periods presented in the
summarised consolidated financial statements.

Post-balance sheet events
No significant events have occurred in the period between the end of the period under review and
the date of this report.

Changes to the board/board committees

With effect from 1 January 2017 Mr KJ (Jo) Grové retired and as a result will now fulfil the position
of non-executive deputy chairman. There were no other changes to the board of directors during
the period under review.

Dividend timetable
The timetable in respect of the dividend is as follows:

Day Event

Tuesday, 19 September 2017 Last day to trade

Wednesday, 20 September 2017 Shares trade ex dividend

Friday, 22 September 2017 Date to be recorded in the register to receive the dividend
Tuesday, 26 September 2017 Payment date

Share certificates may not be dematerialised or rematerialised between Wednesday, 20 September 2017
and Friday, 22 September 2017.

In terms of the taxation on dividends and the amendments to section 11.17 of the JSE Listings
Requirements, the following additional information is disclosed:

(1) Local dividend tax rate is 20%.

(2) Dividends are to be paid from income reserves.

(3) The withholding tax, if applicable at the rate of 20%, will result in a net cash dividend per share
of 16.8 cents.

(4) The issued ordinary share capital of KAP Industrial Holdings Limited is 2 662 199 369 shares
at 14 August 2017.

(5) KAP Industrial Holdings Limited’s tax reference number is 9999/509/71/5.



