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FINANCIAL REVIEW

These are the provisional audited results for the year ended 30 June 2018.

REVENUE AND OPERATING PROFIT BEFORE CAPITAL ITEMS

Revenue from continuing operations increased by 16% to R22 985 million (2017: R19 783 million).
Operating profit before capital items from continuing operations increased by 15% to R2 867 million
(2017: R2 499 million). Operating margin remained stable at 12.5% (2017: 12.6%).

HEADLINE EARNINGS PER SHARE (HEPS)
HEPS from continuing operations increased by 8.8% to 60.5 cents (2017: 55.6 cents).

TAX RATE

The effective tax rate decreased to 23.9% (2017: 25.8%), mainly due to incentives in relation to the
group’s investments during the year in expanding manufacturing capacity.

WORKING CAPITAL

Net working capital increased by R686 million to R1 367 million. Inventories increased by R397 million,
mainly due to increased stockholding associated with the expansion at its PET operation in Durban and
accelerated sawlog harvesting following extensive plantation fires in the southern Cape during June 2017.
Accounts receivable increased by R361 million mainly as a result of longer-dated payments for exports of
PET. Accounts payable increased by R72 million.

CASH FLOW
Cash generated from operations increased by 11.8% to R3 308 million (2017: R2 958 million).

CAPITAL EXPENDITURE

Replacement capital expenditure continues to be managed over time in relation to the annual depreciation
charge and amounted to R837 million for the period (net of proceeds on disposal). Expansion capital
expenditure of R811 million resulted from continued investment in the group’s asset base to drive growth and
efficiency benefits. Capital expenditure was mainly directed towards expansion of the PET plant in Durban,
replacement vehicle model introductions, logistics long-haul vehicles and passenger transport vehicles.

NET ASSET VALUE (NAV)
The NAV per share increased by 9.4% to 454 cents from 415 cents.

CAPITAL STRUCTURE

In order to facilitate the various expansion activities of the group while maintaining a healthy capital structure,
R1 500 million was raised through a fully subscribed rights issue in the prior year (December 2016).
This resulted in a 4% increase in the weighted number of shares in issue when comparing to the prior year.
Net interest-bearing debt decreased by R50 million to R5 727 million. The net debt/EBITDA ratio and the
EBITDA/interest cover ratio both remain well within target levels at 1.5 times and 5.5 times respectively. This
positions the company well in terms of funding future growth and expansion activities.

Global Credit Rating Co (Pty) Ltd reviewed KAP’s credit rating in October 2017 and upgraded KAP from
A(za) to A+(za) with a stable outlook.

The debt structure and capacity ratios are reflected as follows:

30 Jun 2018 | 30 Jun 2017
Rm Rm
Interest-bearing long-term liabilities 6922 7307
Interest-bearing short-term liabilities 956 405
Bank overdrafts and short-term facilities — 74
Cash and cash equivalents (2151) (2.009)
Net interest-bearing debt 5727 5777
EBITDA* 3912 3361
Net finance charges* 706 515
EBITDA: interest cover (times) 5.5 6.5
Net debt: EBITDA (times) 15 17
Gearing % 47% 52%

* From continuing operations. Safripol operations only included for six months in the prior year.

The following funding activities were concluded during the period to facilitate longer-dated maturities
to accommodate future growth:

e R2 004 million raised through bond issuances, with 3 and 5-year tenures;

e R240 million bond settled at maturity;

e R1 750 million of existing term loan facilities settled; and

e the KAP bond programme increased from R5 billion to R10 billion.

The bond issuances and settlements of term facilities have resulted in an extended debt maturity
profile, reflected as follows:

MATURITY OF NET INTEREST-BEARING DEBT AS AT 30 JUNE 2018
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CORPORATE ACTIVITY

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

e The company concluded a series of transactions and funding arrangements in order to facilitate
greater than 51% ‘black ownership” and greater than 30% ‘black women ownership’ of its South
African logistics operations, Unitrans Supply Chain Solutions (Pty) Ltd (USCS). This series of
transactions resulted in the following:

—  Effective sale of 23.02% of USCS to a wholly owned entity of the FWG Pieters Trust.

— Effective sale of 21.98% of USCS to a wholly owned entity of the Sakhumzi Foundation
Empowerment Trust.

— Acquisition by USCS of the remaining shares of Xinergistix (Pty) Ltd, resulting in it being
a wholly owned subsidiary of USCS.

The details of this series of transactions were published on the Stock Exchange News Service
(SENS) on 18 May 2018 and a related circular was published on 8 June 2018. The series of
transactions remain subject to approval of the competition authorities.

Support-a-Paedic  (Pty) Ltd and RME Components (Pty) Ltd were acquired effective
1 December 2017 for R48 million, in order to provide the integrated bedding division with access
to new markets and brands. The fair value of the assets and liabilities was R16 million, resulting
in goodwill of R32 million.

On 1 December 2017, Southern Star Logistics (Pty) Ltd (a 50% owned subsidiary) was formed in
order to facilitate growth in the Swaziland territory. Certain assets from KAP-owned subsidiaries
Unitrans Swaziland (Pty) Ltd and Unitrans Agricultural Services (Pty) Ltd were combined with a
R92 million contribution of assets from an external party, South Star Investments (Pty) Ltd.

KAP acquired 45% minority interests in Crystal Cool Holdings (Pty) Ltd on 1 July 2017 for
R10 million in order to consolidate and streamline operations in the contractual logistics division.

The disposal of 23% of Feltex Fehrer (Pty) Ltd to the automotive components division’s technology
partner, F.S. Fehrer Automotive GmbH, was concluded effective 1 July 2017 for R58 million in
terms of a call option.

OUTLOOK

The diverse nature of the group’s operations, with exposure to various sectors, business models and
currencies, and the recent investments in organic and acquisitive expansion support the continued
growth of the company.

During the last 24 months KAP has made significant investments in the expansion of its operations
and concluded several acquisitions. In addition, the company recently concluded a B-BBEE transaction
in its Contractual Logistics division, which remains subject to competition authority approval. The
primary focus of management in the year ahead will therefore be on optimising its expanded operations
and growing its market share in all areas of operation in order to extract full value from these recent
investments and transactions.

Management remains optimistic that this focus will provide continued operational growth, and will
result in a strong balance sheet, sustainable earnings and good cash generation in order to facilitate
future expansion activities and acquisition opportunities in terms of its strategy.

DIVIDEND

The board of directors is pleased to announce that a gross dividend of 23 cents per share (2017:
21 cents per share) for the year ended 30 June 2018 has been approved and declared.

APPRECIATION

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

0On 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 2018
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KAP INDUSTRIAL HOLDINGS LIMITED
AUDITED RESULTS FOR THE YEAR ENDED 30 JUNE 2018
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OPERATIONAL OVERVIEW

KAP continued to grow its business during the year under review, showing revenue, profit and cash growth while
successfully implementing a number of major expansion projects and concluding the integration of its recent acquisitions.
The disciplined execution of the company’s strategy produced good results for the year.

THE RESULTS OF THE COMPANY ARE REPORTED IN THREE SEGMENTS AS FOLLOWS:

DIVERSIFIED INDUSTRIAL DIVERSIFIED CHEMICAL DIVERSIFIED LOGISTICS
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Integrated Timber
Integrated forestry and timber manufacturing operations with primary
and upgrading processes

Automotive Components
Manufacture of vehicle retail accessories and components used
in new vehicle assembly

Integrated Bedding
Manufacture of foam, fabrics, springs, bases and branded
mattresses
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Polymers
Manufacture of polyethylene terephthalate (PET), high-density
polyethylene (HDPE) and polypropylene (PP)

Resins
Manufacture of formaldehyde and urea formaldehyde (UF) resins

OPERATING PROFIT

O

A~ 4

Contractual Logistics
Provision of specialised contractual supply chain and logistics
services

Passenger Transport
Provision of personnel, commuter, intercity and tourism
transport services

M Diversified industrial 29%
I Diversified chemical 34%
M Diversified logistics 37%

M Diversified industrial 38%
I Diversified chemical 32%
M Diversified logistics 30%

M Diversified industrial 36%
M Diversified chemical 36%
M Diversified logistics 28%

Revenue for the diversified industrial segment increased
by 7% to R6 801 million, while the operating profit of the
segment increased by 17% to R1 100 million.

During the year under review:

The Integrated Timber division performed well following recent
upgrades to its Piet Retief particleboard plant and continued focus on
its value-add product strategy, which provided revenue growth and
margin expansion. A further production capacity expansion project
was successfully completed at its medium-density fibreboard plant in
Johannesburg. The division’s forestry, sawmilling and pole operations
performed satisfactorily notwithstanding the operatonal impact of
major fires that affected the southern Cape region during June 2017.

The Automotive Components division successfully completed the
industrialisation of two replacement vehicle models being assembled
in the country. The division continued to show growth, albeit modest,
in spite of the lower industry vehicle assembly volumes that are
normally associated with replacement model introductions. The
increased parts penetration into these replacement models resulted
in market share gains for the division. Autovest performed below
expectation in a subdued motor retail environment.

The Integrated Bedding division continued to show strong growth
as a result of recent capital investments in infrastructure and
new technology manufacturing equipment and through further
integration into the manufacture of its primary bedding-related
component raw materials. The acquisition of Support-a-Paedic
provided access to new markets and brands.

Revenue for the diversified chemical segment increased
by 47% to R8 018 million, while the operating profit of the
segment increased by 38% to R925 million.

During the year under review:

The Chemical division successfully concluded the integration
of Hosaf and Safripol into a single polymers business, which
was recently launched under a reformatted Safripol brand. This
resulted in increased operational efficiencies and provided access
to broader markets for the division.

Both the PP and HDPE product streams performed ahead of
expectation as a result of strong demand for the products and
healthy industry margins.

The PET product stream produced a disappointing result due to the
delayed start-up of a major expansion project at its plant in Durban.
The expansion project was, however, successfully completed and
tested to full capacity. Domestic and international demand for PET
remains stable with healthy industry margins.

The division’s resin operation produced a pleasing result, with
strong demand for the product.

Revenue for the diversified logistics segment increased
by 4% to R8 971 million, while the operating profit of the
segment decreased by 5% to R842 million.

During the year under review:

The Contractual Logistics division produced a disappointing
result. After a good first half of the financial year, the division
found economic conditions particularly challenging during the
second half with reduced volumes and pricing pressure across its
main areas of operations. The recent acquisitions of this division
performed ahead of expectation, while efforts toward operational
efficiencies and cost control continued in the traditional operations.
Certain strategic contracts were successfully renewed. The division
successfully concluded a B-BBEE transaction that is detailed below
and remains subject to approval by the competition authority.

The Passenger Transport division produced a pleasing resultin spite
of a subdued economic environment and a major industry strike.
The intercity operations continued to perform below expectation
due to increased competitor activity and lower passenger numbers.
The personnel, commuter and tourism operations performed well,
as did the company’s personnel operations in Mozambique.
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