KAP INDUSTRIAL HOLDINGS LIMITED (“KAP”)
CODE OF ETHICS

INTRODUCTION

Dear KAP and/or subsidiary employee
One of KAP’s greatest assets is its reputation. It is also its most fragile asset. Years of determination
and hard work by thousands of KAP employees have helped to establish the leadership position we
hold today. But it could take just one individual’s lapse in judgment to destroy our image.
As employees of KAP, we must understand and abide by many laws and regulations that govern
business practices in the countries in which we operate. In all cases we must maintain the highest
level of legal and ethical standards in our business conduct.
We have created the enclosed code to provide you with an overview of the KAP Code of Ethics
and corporate compliance policies. This code provides you with summary information on what constitutes
unlawful or unethical business practices and what to do if you know or suspect someone has violated
a company policy or law. The code will also tell you how to report a breach of KAP’s policies or a violation
of law on a confidential basis to either the company secretary or the group human resources director.
We must all take responsibility for preserving the integrity of KAP. We rely on our employees to protect
the reputation of KAP by committing themselves to ethical behaviour and by reporting suspected or actual
violations of these ethical policies. With your support, we will be able to ensure and maintain the good
faith that stands behind the KAP name.

Yours sincerely

Gary Chaplin
Chief executive officer
KAP Industrial Holdings Limited

ETHICAL BEHAVIOUR IS GOOD BUSINESS

KAP must be trustworthy in its dealings with customers, suppliers and other stakeholders (any group
or individual that has an interest in KAP, and can either affect or be affected by our activities). KAP
therefore requires all its employees in the performance of their duties to act in good faith, in a manner
promoting KAP’s aspiration to be a good corporate citizen.
Any employee who has questions regarding ethical conduct in specific situations should obtain guidance
from his or her manager or from any member of the KAP social and ethics committee. This committee
has been established in order to monitor ethical practices and behavior across the group, including social
and economic development, good corporate citizenship, the environment, health and public safety,
consumer relationships and labour and employment practices.
It is the duty of all directors and managers in the group to ensure that the group’s ethical and social
standards and policies are made known to all employees in all countries where KAP operates and for
whom they are responsible. Ultimately, however, it is up to each individual to adhere to KAP’s principles
of honesty, integrity and fairness, and to perform their duties in accordance with all laws and regulations.

CODE OF ETHICS

The KAP Code of Ethics (“the code”) was created to reflect the core principles of our KAP philosophy,
and to guide employees on some of the most important ethical issues in a business environment.
The code is complemented by a number of corporate compliance policies, which provide more detailed
guidelines on specific issues, thereby ensuring that we conduct our business, not only in accordance with
the laws of the country concerned, but also in an ethical manner. The following is a summary of the code
and the guidelines on specific issues set out in the policies. Copies of the policies themselves may be
obtained from the appropriate regional human resources department.
•

Conflicts of interest
All employees are expected to devote their time, attention and abilities to the performance of their
duties during normal working hours. Therefore, KAP employees may not without prior approval of
their senior managers, engage in any practices or pursue any private activities which conflict in any
way with KAP’s interests, e.g. having an interest in a competitor, customer or supplier of KAP and/or
its subsidiaries.
Conflicts of interest can also arise when someone close to a KAP group employee (e.g. a spouse
or a child) develops a relationship with competitors, customers or suppliers, and should therefore
also be avoided. It is the obligation of each employee to disclose such interests to the relevant
managing director or human resources department. For purposes of such disclosure, holdings in
listed companies which fall in these categories in excess of 5% of such company’s issued capital,
or where such individual holds any influence in the management of such company, should be
formally disclosed.

•

Acceptance of gifts
Employees may not accept a gift, payment, favour, incentive or any other business courtesy without
the prior approval by his or her managing director. Such acceptance must not influence his or her
actions or KAP’s actions with regard to a third party. Similarly, KAP employees may not make these
kinds of gifts to third parties without prior approval. Any such actions exceeding the financial limit
established by KAP from time to time must be recorded in an appropriate company or division or
group gift register. No prior approval or recording is required for gifts below R2 000 (two thousand
rand) in value. Divisions may decrease this value as per their requirements.

•

Bribes and political contributions
Various anti-corruption treaties, laws and regulations require that neither KAP, its employees nor
its representatives and agents, directly or indirectly, pay commercial bribes or kickbacks or make
payments to government officials, government employees or political candidates or parties for the

purpose of obtaining, retaining or directing business to any person. KAP expects all employees
to comply with these treaties, laws and regulations. Penalties for violating the anti-bribery provisions
of these laws can be severe and often include heavy fines and prison sentences.
•

Record keeping
KAP’s books and records should reflect all business transactions in an accurate and timely manner.
Undisclosed or unrecorded revenues, expenses, assets or liabilities are not permissible, and the
record-keeping functions are expected to be diligent in enforcing proper practices. In particular,
those employees who have the responsibility to entertain clients on behalf of KAP should take care
to ensure that all expenses are reasonable, incurred in good faith and are recorded accurately.

•

Financial transactions and insider trading
Employees or their associates with material non-public price sensitive information about the KAP
Group’s financial or business performance may not trade directly or indirectly in any KAP securities
at any time, unless they have received specific prior permission and are prohibited from trading in
KAP shares during the closed periods. Such information includes any information not available to
the general public which, if known, would be useful to an investor. Various laws of the countries in
which KAP operates prohibit such “insider trading” in any circumstances where employees or their
associates seek financial gain from the use of material non-public information.

•

Promotion of competition
KAP believes in the principles of free competitive enterprise. Many of the countries in which
the KAP Group operates have laws that aim to promote this and severe penalties are imposed
for anti-competitive conduct.

•

Health, safety and environment
KAP is committed to sound health, safety and environmental management practices. KAP’s policy
is to meet or exceed applicable safety and environmental laws, regulations and orders of the
responsible governmental authorities wherever the KAP Group operates and KAP is committed
to the responsible management of its activities and to continuous improvement in environmental
and safety performance.

•

Compliance with laws
All employees are expected to abide by the laws of the country in which they operate, and to ensure
that the area of activity for which they are responsible within the KAP Group does likewise. In all
matters of legal relevance for the KAP Group it is imperative to seek up-front or immediate advice
and co-ordination from the appropriate legal department.

•

Intellectual property
Any invention or creative work prepared by KAP employees relating to the KAP Group’s business,
or developed using KAP’s time, materials, information or facilities, is the property of KAP. Employees
are responsible for protecting KAP’s intellectual property and for respecting the intellectual property
rights of third parties. Each employee is obliged to notify the company secretary of any intellectual
property which qualifies for protection against any possible infringement of the group’s rights.

•

Confidentiality
All employees are required to maintain the confidentiality of information which they obtain in
the course of their employment with KAP.

•

Non-discrimination
Subject at all times to compliance with any relevant legislation or governmental regulations
formulated to advance transformation, KAP’s policy is to recruit, hire, promote and provide equal
opportunities for all employees without regard to race, ethnic origin, sex, religion or belief, age,

disability, national origin or sexual orientation, or veteran status. KAP expects all employees
to support this policy and to treat fellow employees with respect and consideration. Harassment
or unequal treatment of other employees is not permitted.
Contravention of code
Any employee who fails to comply with this Code of Ethics will be disciplined by KAP and/or may face
prosecution in terms of the laws of the country in which he/she operates.
Reporting
Alertness is expected from employees at all levels, at all times. Prompt communication of any problems
or breaches arising in the sensitive areas described above, or in any similar areas, can be made to any
member of any executive committee or to the external country-specific telephone KAP Ethics lines
(please see below) which any employee of the group may use to anonymously report possible problems
or breaches of corporate policy or applicable law in their region without fear of recrimination, provided that
the employee reports in good faith and on a reasonable basis, believing that the information disclosed is
substantially true.
Anti-competition/anti-trust (“anti-competition”) policy and guidelines
KAP wishes to avoid anti-competitive conduct or even any appearance thereof. Each employee must
understand and comply with the anti-competition laws applicable to their country of employment in so far
they may bear upon their activities and decisions. It is the responsibility of the divisional chief executive
officers and managing directors to ensure that the relevant employees are made aware of this
requirement.
Each employee is responsible for timeously bringing to the attention of their management any
circumstances with anti-competition implications, before any action is taken on behalf of the KAP Group.
The purpose of anti-competition laws
The purpose of anti-competition laws is to maintain a free enterprise system by prohibiting business
activities that unreasonably restrain trade or reduce competition.
The laws are based on the premise that the public benefits by obtaining the greatest quality and choice
of products at the lowest prices through vigorous competition.
These laws regulate the anti-competitive behaviour of companies and of their employees, whether this
behaviour takes the form of agreements with competitors, suppliers, customers and licensees, “unilateral”
initiatives or practices undertaken by the KAP Group which might be considered abusive, or structural
change resulting from mergers and acquisitions.
The breach of anti-competition rules can result in a number of detrimental consequences, including loss
of reputation, payment of significant fines to government regulators, payment of damages to injured
parties and imprisonment.
For these reasons, all of the KAP Group’s contractual relationships should be reviewed in advance
by the legal department.
Prohibitions and guidelines
•

Avoidance of cartels
Certain agreements or understandings between competitors which are designed to eliminate
or lessen competition between them are referred to as cartels and prohibited per se. A prohibition,
per se, means that this type of agreement is not justifiable under any circumstances. The most
important types of agreement that are regarded as cartels are the fixing of prices and other trading
conditions, the division of territories or customers or suppliers and the setting of quotas between
competitors.

The consequences of such conduct are particularly severe and the KAP Group can be liable for
a fine of up to 10% of its annual turnover in the event of the KAP Group or its employees engaging
in such conduct.
Employees must take special care to avoid even the appearance of participation in cartels. Invitations
to participate in a cartel have to be immediately refused and employees have to disassociate
themselves from the activity, if any, within which it occurs (e.g. leave the trade association meeting),
and report the entire series of events to their legal department.
•

Other agreements between competitors
There are other agreements between competitors that may be regarded as anti-competitive.
These are agreements that lessen competition but do not fall within the category of cartels.
The fact that such agreements differ from cartels allows the relevant competition authorities
to consider any pro-competitive benefits that may result from such agreements. The competition
analysis therefore weigh up the anti-competitive consequences of the agreement against
the pro-competitive consequences thereof. If the pro-competitive consequences outweigh
the anti-competitive consequences of the agreement, the agreement is regarded as lawful.
If the anti-competitive benefits outweigh the pro-competitive of the agreement the conduct
is regarded as unlawful and consequences similar to that in relation to cartels may ensue.
These other forms of agreements between competitors can be divided into two categories, those
which are mostly unlawful and those that are mostly lawful. Mostly unlawful agreements are those
agreements that are akin to cartel agreements such as joint marketing and joint sales. It is almost
inevitable that such agreements will either constitute a cartel or be regarded as very close thereto.
Mostly lawful agreements are those agreements between competitors that are designed not to lessen
competition but to obtain efficiencies, which efficiencies are not available, or not available to the same
extent, if the competitors act independently.
When employees are proposing to, or are invited to, participate in any of the category of agreements
which are referred to above as almost always unlawful, they should conduct themselves in a similar
matter to that as prescribed for in the case of cartels. If employees are in doubt as to whether the
agreement is lawful or unlawful they should consult their management staff for guidance.

•

Agreements with suppliers and customers
The KAP Group’s agreements with suppliers and customers (i.e. so-called “vertical” agreements)
also carry potential anti-competitive risk.
Vertical agreements can be divided into those vertical agreements that fix prices for resale
and those vertical agreements that are unrelated to price.
Vertical agreements that fix minimum prices for resale are generally regarded as anti-competitive.
Recommended prices which are in effect compelled by the supplier are considered to be similar to
minimum resale price-fixing and consequently regarded as anti-competitive. The fixing of maximum
prices for resale are seldom, if ever, regarded as anti-competitive.
The second category of vertical agreements – those that do not fix resale prices – are generally
regarded as pro-competitive. They include exclusive or selective purchasing agreements or exclusive
or selective distribution agreements. They provide difficulties to competition authorities only when
there are foreclosure effects.
Foreclosure effects are felt when the vertical agreement has the effect of foreclosing competitors from
access to a particular input product, or alternatively where they foreclose the consumer from choice
in relation to the purchase of a particular product. Foreclosure effects will not result where consumers
or competitors have ample access to alternative suppliers of a particular product. It is generally
recognised that where both contracting parties have less than 30% of a particular product,
competition authorities will not view such agreements as anti-competitive.

