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Our year has started with a Back-to-School
project in Soweto, where Armscor donated
digital and science learning resources to
the Adelaide Tambo School - an initiative
that forms part of our Corporate Social
Investment strategy.

In the same spirit, our continued support for
military veterans and SMMEs is progressing
well following the Supplier Open Day held
in 2016. In this edition, we provide some
insights into how Armscor aims to further
support these designated groups.

We are also forging ahead with the
development of the Defence Sector Charter

in partnership with our stakeholders to ensure
inclusive economic participation. The Defence
Sector Charter article will provide you with

a deeper understanding and outline the
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milestones that have been achieved thus far.
Our commitment to realise our On-Time,
In-Time: Towards A Sustainable Future
strategy also continues to gain momentum

- speci cally with regard to expanding our
footprint on our beloved continent - offering
defence and defence-related solutions and
supporting peacekeeping operations. Our
participation in the ShieldAfrica 2017 Expo
in C te d Ivoire recently, reaf rms this focus
on Africa.

We will continue to share and keep you
abreast of Turnaround developments. As the
Armscor Turnaround strategy continues to be
rolled out, we have declared 2017 as our
Year of Action and business unusual . We
are thrilled to be taking you on this journey
with us. Enjoy the read!

GROWING FROM STRENGTH TO STRENGTH

The adoption of a draft Defence Sector
Charter marked a new chapter in our industry.
Stakeholders in the defence sector will unite in
developing and empowering military veterans,
youth and women, as well as SMMEs.

These initiatives are aligned with the objectives
of the National Development Plan. We

would like to see the industry becoming

a game changer in the South African and
African economic landscape, particularly

in developing innovative and cutting-edge
technology solutions.

Internally, we are nalising the evaluation and
planning phase of our Turnaround strategy

covering acquisition reform, a new governance
model and supply chain management to name
a few. All these form part of a clear picture for
the short, medium and long-term vision for the
new Armscor.

During the current nancial year, the focus has
been on the planning phase of our Turnaround
strategy. Implementation will of cially get
under way in April. However, our interim
Sustainability Unit is already up and running
and implementing sustainability initiatives.

We are starting to see a spike in interest from
other African countries and, during the last
week of January, we showcased our value
proposition to the delegates who attended the
ShieldAfrica 2017 Expo in Abidjan. We are
also making inroads locally, and have already
presented our service offering to municipalities
and other potential clients in the security cluster.

Our unparalleled expertise in the areas of
complex acquisition, scienti ¢ and operational
research, test and evaluation, as well as quality
assurance and freight logistic services, puts us
in a favourable position for Armscor to grow
from strength to strength.

2017 is our Year of Action!



A VEHICLE TO DRIVE INCLUSIVE ECONOMIC PARTICIPATION

CHARTER OBJECTIVES

To promote the growth of technical innovation within the South African Stakeholders in the defence indUStry have
Defence Industry (SADI); adopted the nal draft of the Defence
To promote the growth of SADI as a pro table, sustainable industry; Sector Charter. The event, held in January

To promote local manufacturing capability in SADI for local and export at the Armscor headquarters in Tshwane,
purposes;
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was the culmination of a year-long
process of discussions and consultations
between the Department of Defence and
Military Veterans, Armscor and a broad
range of industry stakeholders.

To advance the acquisition, retention and transfer of critical, technical and
scarce skills in SADI;
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To protect South Africa s sovereign capability in SADI;
To encourage the participation and growth of SMMEs in SADI;

To actively promote entrepreneurship, especially among designated
groups and new enterprises in SADI; and
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To recognise Military Veterans as a special designated group for SADI.

Speaking on behalf of the Ministry and Department of Defence and
Military Veterans, Mr. Mketi, the Chairperson of the Charter Steering
Committee and Director of Industry Governance at the Department, said
the process had seen a very high level of engagement from stakeholders
with a broad range of inputs: We considered every single one of the
suggestions we received he said, emphasising the collaborative nature
of the drafting process.

Armscor CEO, Kevin Wakeford, also highlighted the participative nature
of the process. This Committee has worked hard and consulted with many
players who fall outside of formal structures. It has been an exciting, robust
and important process, with which | am very proud to be associated. |
thank the Steering Committee for the professional and inclusive way in
which they handled the drafting process.

Victor Kgomoeswana, a consultant to the Steering Committee, outlined
the various stages of the process leading up to the nal draft version. We

: ~ started by developing a position paper. In a nutshell, our business case was
CEO Kevin Wakeford and Trevor Mketi, Chairperson of that we need inclusivity to grow this industry. We decided to undertake the
process in a spirit of co-development. A Charter Secretariat was set up at
Armscors Head Of ce. Questionnaires were sent to all industry stakeholders

the Charter Steering Committee, DoD

The Charter is one of the workstreams for the National Defence Industry from micro suppliers in the supply chain to the big players requesting

Council (NDIC) and was launched by the Honourable Minister of input. Consultation began in May 2015. Individual face-to-face meetings

Defence and Military Veterans, Ms Nosiviwe Mapisa-Nqgakula, in took place with the of cials and the Boards of Armscor, Denel, DoD, DMV,

March 2016. DTl and NDIC. Consultations were also held with the private sector - AMD,
individual companies, black suppliers and military veterans. Trade unions,

Advocate Vuyisa Ramphele, who heads the Corporate Compliance Solidarity and Nehawu, also provided their inputs.

Department at Armscor, and also co-chairs the Charter Steering Committee,

said a charter and sector code for the Defence Industry was long overdue. A Steering Committee was set up to manage and process all

We needed an enabler that would help open up opportunities for SMMEs to  contributions, developing seven different working drafts in the process.
play a signi cant role in the procurement and supply of defence materidl, she

said. | believe this document will be a vehicle to drive inclusive participation The Final Draft will be handed to the Minister of Defence, after which
from groups that would previously have been excluded. This Charter will help  the Department of Trade and Industry will manage the nal public
level the playing eld and ensure greater inclusivity. consultation phase before the Charter is nally implemented.
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A UNIQUE “FIT-FOR-
PURPOSE™ CHARTER

BBBEE Charter specialist, Mr Victor Kgomoeswana addresses the stakeholders

From the outset, it was our objective not to use a generic Charter, but to
develop an original version that applies to the unique requirements of our
industry, and also took into account particular groupings like military veterans.
We have achieved that a dynamic and unique tfor-purpose document.

Isaac Motale, Chairperson of the BEE, SMME and Skills Development

Committee at AMD, the Defence Industry Association, and also Co-Vice
Chair of the Steering Committee, says the work began almost two and a
half years ago. The Boards of Armscor and AMD agreed to collaborate
in drafting a Charter. The rst letter to the Minister of Defence, requesting
that we start the process, originated at a joint Board Meeting of the two

organisations and was signed by both Chairs.

The Defence sector has unique elements, and there are speci ¢
transformation imperatives that could not be accommodated in the
generic Charters most commonly used. Drafting a t-for-purpose
document from scratch, in consultation with all the stakeholders, was a
long, but very necessary process.

It wasn t plain sailing, but the resoluteness, tenacity and cohesive work
ethic of the Steering Committee has paid off; we now have a draft Charter
in place that | have no doubt will transform the industry for the better .

Members of the Charter Steering Committee, Left to right (back): Dennis Miambo (Group
Supply Chain Executive, Denel); Simphiwe Hamilton (AMD Executive Director); Meshack
Teffo (Senior Manager, Armscor Legal Services); Lulu Mzili (GM: Marketing & Business
Development, Armscar), Nomkhosi Magwaza (Senior Manager, Armscor BEE Division);

Jacoh Maphutha (Director BEE/Stakeholder Engagement & Partnership, dti) and Pumlani
Kubukeli (Coordinator: Military Veterans, Armscor) Seated (front): Armscor Kevin Wakeford
(CEO, Armscor); Trevor Mketi (Chairperson, Charter Steering Committee, DOD), Adv. Vuyisa
Ramphele (GM: Corporate Compliance, Armscor) and Mr Isaac Motale (Chairperson of BEE/

SMME/Skills Development Committee, AMD).

The Minister of Trade and Industry is responsible for gazetting the
Charter. A 60-day public commentary period as required by Section
9(5) of the BBBEE Amendment Act before the Charter will be imple-
mented.

This is the last lap of the consultation process says Jacob Maphutha,
Director: BEE, Stakeholder Engagements and Partnerships at the
Department of Trade and Industry (dti) and a representative on the
Steering Committee. The BBBEE Act delegates the power to approve
sector charters to the dti, thereby obviating the need for promulgation
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PUBLIC CONSULTATION
- “LAST LAP”” BEFORE
IMPLEMENTATION

in Parliament. Our role in the development of any Charter, therefore, is
to guide and assist the process.

Any charter starts with identifying the business case. In this case, the
main issues were the under-utilisation of black companies operating

in the sector, the empowerment of military veterans, the development
of SMMEs - including women- and youth-owned entities - and, most
importantly, growing the industry through localisation - using more local
products and components.

All comments received from the public are assessed and incorporated
into the Charter where possible. The dti and the Steering Committee
handle this process. Once nalised, the nal Charter is given to the
Minister of Defence and is then sent to the Minister of Trade and
Industry to be implemented.

Once approved, the Charter is handed over to a Defence Sector Charter
Council, appointed by the Minister of Defence. The Council monitors
execution and compliance. All key stakeholders, including government,
industry - both established and emerging businesses - and organised
labour, as well as civil society, are represented on the Council.

DEFENCE INDUSTRY TRANSFORMATION CHARTER



















































