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OUR COMPANY

In 2016 Allied Electronics Corporation Limited (Altron) 
publishes its seventh integrated annual report (IAR). 
Our intention this year is to provide a concise and 
informative outline of the group’s model for creating 
and distributing value. In doing so we will convey the 
key aspects of a challenging year and provide a clear 
vision of our strategy moving forward. In addressing 
these objectives we hope to recapture the confidence 
of our stakeholders after what has been a difficult 
period for the business. This report outlines the 
successes, challenges and achievements of our 
businesses through the lens of our four strategic 
value drivers and it is therefore structured around 
these drivers, accordingly. 

Reporting parameters and 
frameworks
This report covers the financial year ended 
29 February 2016 (hereafter referred to as “2016”) and 
represents the group’s intentions to run a business 
harmoniously with the needs and interests of its key 
stakeholders. In reporting in an integrated manner we 
hope to provide our stakeholders with the information 
they require to make decisions regarding their 
continued interaction with our business. 

As in previous years the scope of the report includes 
all the business divisions, joint ventures, associates 
and foreign operations over which the Altron 

group exercises control. In 2016 this encompassed 
118 facilities, fewer than the 154 reported on in 2014 
and 2015 as a result of consolidations, closures and 
disposals (see“Key organisational changes”, page 9). 
We have excluded small facilities with fewer than five 
staff on-site as their impact is deemed immaterial. 

Significant changes in size, structure and/or ownership 
of our operations are described in the company 
structure section. With respect to comparability all 
significant items are reported on a like-for-like basis 
with no major restatements.

Our IAR conforms to the requirements of local 
and international reporting frameworks, including 
those of the South African Companies Act No. 71 of 
2008, the JSE Listings Requirements and King III. 
We have used the International Integrated Reporting 
Framework <IR> to guide us in monitoring our 
performance and compiling our IAR and, for the 
first time, in 2016 we have reported in accordance 
with the core level of the Global Reporting Initiative’s 
(GRI) G4 sustainability reporting guidelines. In the 
interest of streamlined reporting this report contains 
only the content deemed most critical to driving 
value creation for the group and its stakeholders. 
Please see our GRI table and public website  
(www.altron.com/IAR2016) for additional disclosure 
on other aspects that may be deemed important by a 
particular audience. 
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OUR GOVERNANCE OUR PERFORMANCE

Forward-looking statement
Certain statements in this report constitute forward-
looking statements. Such statements involve known 
and unknown risks, uncertainties and other factors 
that may cause the actual results, performance, 
objectives or achievements of the Altron group and 
its business divisions, joint ventures, associates and 
foreign operations, as well as the industry in which it 
operates, to be materially different from future results, 
performance, objectives or achievements expressed 
or implied by these forward-looking statements.

The performance of the Altron group is subject to 
the effect of changes in commodity prices, currency 
fluctuations, uncertainty around the supply of electricity 
and the risks involved in the particular industries in 
which it operates. The Altron group undertakes no 
obligation to update publicly or to release any revisions 
to these forward-looking statements to reflect events or 
circumstances after the date of publication of this report 
or to reflect the occurrence of unanticipated events.

Assurance
In line with cost-cutting measures the group has 
decided not to assure its environmental footprint 
and health and safety disclosures by a third party. 
We do, however, continue to rely on our internal audit 
department to ensure oversight over controls and data 
integrity as part of the normal health and safety audit 
process. Independent third-party verification has 
been solicited for our respective B-BBEE ratings with 
SANAS-accredited service providers.

Board approval
The Altron board acknowledges its responsibility for 
ensuring the integrity of this IAR. The board confirms 
that it has collectively reviewed the report’s contents 
and to the best of its knowledge and belief it addresses 
the Altron group’s material issues and fairly presents 
the integrated performance of the organisation and 
its impact on the environment and stakeholders. 
The board has approved the Altron group’s 2016 IAR. 
Refer to the board statement for the full statement 
and approval of the Altron board.

Feedback
Ongoing feedback helps us to stay abreast of the interests of our stakeholders and this in turn helps us to 
improve the way we report back through this report and other communications. We encourage readers to 
provide feedback via e-mail at info@altron.com. 



A MESSAGE FrOM 
LEADErSHIp

ALTRON INTEGRATED ANNUAL REPORT 2016

2016 has been a challenging year for the Altron 
group. Revenue from total operations decreased 4% 
to R26,6 billion with EBITDA from total operations 
declining 73% to R376 million as the impact of a 
weak macroeconomic environment and unstable 
demand particularly impacted on our manufacturing 
operations. 

Our leadership has dedicated significant time to reflect 
on the factors, both within and outside of our control, 
that have led to where we are today. We have critically 
evaluated past decisions taken and have agreed on 
a future strategy that capitalises on the strengths of 
this group, its people and its products and services. 
It is our belief that this critical reflection will lay the 
foundation for stabilisation and future growth.

As communicated, the group has embarked on 
a strategic repositioning to reduce exposure to 
the manufacturing sector and to divest non-core 
assets. Positive progress was made implementing 
this strategy in the period under review with the 
announced sale of two significant assets, namely 
Altech Autopage and Aberdare Cables, the latter to 
be finalised in the first half of the 2017 financial year. 
There are further initiatives under way to refocus the 
group as a smaller but more agile company focused 
on the IT and telecommunications space – areas 
where we have a demonstrated competitive advantage 
and a market leadership position. Our results for the 
year under review are presented on a continuing and 
discontinued basis to provide stakeholders with a 
better perspective on the refocused Altron group.

Our results during the year were impacted by four 
major factors. Firstly, despite a significant investment 
in developing and bringing the Altech Node to market, 
its uptake was disappointing. We believe that, while 
the technology itself was strong, the poor timing of 
the launch and a misjudgement of consumer demand, 
coupled with external factors beyond our direct 
control, had significant negative impacts on its viability. 
As a result we took the decision to close the operation 
in August 2015 while retaining the intellectual property 
and technology for potential future applications. 
The closure has been fully accounted for and there are 
no further liabilities relating to Altech Node.

Secondly, decreased returns stemming from ongoing 
mobile termination rate reductions and continued 
industry and consumer deflationary pressures 
impacted on the financial results and led us to classify 
Altech Autopage as part of the non-core assets of the 
group. In March 2016, subsequent to year-end, the sale 
to Cell C, MTN and Vodacom for a cash consideration 
of approximately R1,3 billion became effective. To date 
cash proceeds of R1,03 billion have been received, 
with the balance expected by the end of June 2016.

Our challenges have not been experienced in isolation. 
The manufacturing environment in South Africa faces 
an array of obstacles that make it increasingly difficult 
to maintain a competitive edge over imported products. 
Considering the capital- and labour-intensive nature 
of our manufacturing businesses, and amidst a 
capital-constrained backdrop, continued investment 
in these parts of our business is no longer feasible. 
Furthermore, labour instability continues to represent 
a significant risk to production and profitability. 

In response to the challenging conditions and outlook 
of the sector, we have taken the strategic decision 
to reduce our manufacturing exposure. In doing 
so we expect to be able to redeploy our people and 
capital more efficiently towards the opportunities 
presented by the technology field. To this end we 
concluded binding agreements for the disposal of 
Aberdare Cables for a consideration of approximately 
R1,2 billion to Hengtong Optic-Electric Co,. Ltd, one 
of the top five cable manufacturers in China and an 
established global player. We will maintain an effective 
17,5% of the South African business for an expected 
two years to ease the transition, after which we will 
exit through an agreed put option. 
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Dr Bill Venter
Non-executive 
Chairman

RE Venter
Chief Executive



Powertech Transformers, the third key aspect 
affecting our overall performance, continued to 
experience disappointing results largely as a result 
of low demand from the public sector and depressed 
investment in infrastructure. While the effects of this 
economic climate are being felt by all our sector peers, 
Eskom accounts for a significant portion of the turnover  
of the transformer business and such concentration 
leaves it exposed to these fluctuations. This operation 
has been identified as non-core and actions are well 
advanced to increase the empowerment shareholding 
and introduce an international partner.

Finally, the fourth factor, Altech UEC, has experienced 
a significant reduction of set-top box orders stemming 
from delays in Digital Terrestrial Television (DTT) 
migration programmes in South Africa and the rest 
of Africa. In response we were forced to significantly 
reduce the cost base of the business by reducing 
headcount over 12 months and closing its international 
operations. This was carried out as a continuation 
of headcount reductions from the previous year. 
In light of disappointing performance and in line 
with our decision to exit the manufacturing sector, 
the remaining entities within the Powertech group 
and Altech UEC are both classified as non-core as 
we continue discussions with local and international 
partners.

Altron has committed to rationalising and refocusing 
its business in order to reduce overhead costs, 
streamline management and ultimately reduce its 
debt burden. The asset sales already completed 
have helped us to make progress against this goal. 
In 2016 we successfully concluded a consolidation of 
our head offices, bringing the telecommunications 
and multimedia and electronics division (Altech), the 
information technology division (Bytes) and group 
management under the same roof in Parktown, 
Johannesburg. In addition to the approximately 
R100 million cost savings expected, we are also 
seeing improved collaboration among formerly siloed 
business units. This will be critical as we continue 
to develop our core suite of products and services, 
delivering end-to-end solutions to clients along the 
value chain. 

Coming out of this period of change, we expect the 
group to be a markedly different entity from what it 
was just a year ago. Altron will be a leaner company 
focused on delivering technological solutions in the ICT 
industry with a foundation of innovation, intellectual 
property and industry experience. We are confident 
that our core is stronger than ever and will offer an 
excellent proposition to a more focused customer 

base and provide good returns to investors. This is 
illustrated in the historic profitability of continuing 
operations, which we expect to grow further in the 
years to come.

We realise that as these changes take effect, so too 
must its management structure. For fifty-one years 
Altron has been a family-run business and we take 
pride in having guided it from six employees in 
1965 to the vast company that it is today. That said, 
we appreciate the value that independent insight 
has brought to its direction and intend to extend 
this independence further in the future. Importantly, 
the group has announced that it will transition from 
a family-managed business to an independent 
management structure in the short to medium term 
as the transition to the core IT business is completed. 
The 2015 departure of Mr Craig Venter from his role 
as group executive of Altron TMT and Altech’s CEO 
has been an important step in this regard. However, 
as significant shareholders, the Venter family will 
continue to have a strong influence in the business 
through active board representation. 

This year also marked the retirement of our long-
standing colleague Mr Robert (Rob) Abraham who, 
over 18 years, provided invaluable service to the 
group, most recently as executive director and CEO of 
Bytes. Following Rob’s retirement we have appointed 
Mr Andrew Holden as his successor and wish him 
well in his new position. In addition, Mr Ronnie Ntuli 
resigned in November 2015 as an independent non-
executive director after four years of service. We are 
extremely grateful to Craig, Rob and Ronnie for their 
contributions to the group and wish them all well. 
At the same time we must thank the more than 12 000 
employees of the group who, despite an indisputably 
difficult year, have remained loyal and dedicated to the 
business. 

We are firm in our belief that the course we have set 
for the group is sound, given the current business 
operating environment and our commitment to 
improving our capital allocation record. In exercising 
this strategy we are confident that changes made 
will stabilise the business, reduce risk and debt and, 
in doing so, free up capital to execute our strategy 
within our core business in the technology sector. 

 

Dr WP Venter RE Venter
Non-executive Chairman Chief Executive
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VISION AND MISSION 
STATEMENT

Altron’s vision
Our vision is to 

leverage emerging 
market dynamics and 
integrate technology 
solutions in order to 

enable sustainable 
growth.

Altron’s mission
Our mission is to make technology 
accessible to our customers 
through our heritage, our people, 
our innovative products and 
services, our partnerships and our 
commitment to ethical business 
practices in order to ensure 
sustainable growth and financial 
return.

In practice this means focusing on customer-centric 
solutions rather than just selling products. It means 
taking pride in our long-standing South African history 
and the longevity of our business. It means showing 
appreciation for the talented people whose loyalty 
and efforts drive our business. It means continually 
investing in innovation and adaptation to provide 
innovative products and services. It means staying at 
the forefront of technology by partnering with some of 
the best companies in the world. 

If we accomplish all of this with ethics and integrity, 
we believe sustainable growth and financial return 
will follow, delivering value to our key stakeholders. 
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COMpANY  
STruCTurE
In 2016 the group concluded its three-
year process of streamlining its 
organisational structure by integrating 
Altech and Bytes, forming a new division: 
Altron TMT.

In doing so it has reduced redundant processes and 
costs by pooling scarce and specialist resources. 
The introduction of Altron group services, a 
central body that manages facilities, procurement, 
marketing and communications, information 
technology and human capital, further helps to 
redirect management resources for more strategic 
purposes. Altron TMT is now organised around three 
business units: telecommunications, multimedia 
and electronics, and information technology. Each 
Altech and Bytes company has been grouped into 
these units where their product and services offering 
is complementary to other similar companies within 
the same grouping:

• The telecommunications unit provides 
communications services ranging from voice, 
data and video to digital radio communication 
networks and internet services. 

• The multimedia and electronics division designs 
and produces various products such as set-top 
boxes and distributes electronic components, 
products and solutions. 

• The information technology division provides 
services including specialised software solutions 
and secured transactional solutions for the 
financial, retail and healthcare industries. In 
addition, it provides complete outsource solutions 
for IT and communications infrastructure 
necessary to enable business processes. 

Collectively these divisions and their respective 
businesses are well positioned to deliver seamless 
end-to-end solutions to our clients and customers 
and capture opportunities for cross-selling. It is in 
these areas that the future of Altron lies as we work 
to refocus and reposition the group in the technology 
domain and exit non-core manufacturing businesses.

EBITDA margin (%)

Altron Power 2,7%
(2,2%)2016

2015

Altron TMT 6,9%
3,7%2016

2015

Total 5,0%
1,4%2016

2015

Revenue (Rm)

Altron Power 8 228
7 1852016

2015

Altron TMT 19 512
19 7282016

2015

Corporate (177)
(321)2016

2015

Headcount (permanent employees, SA and offshore)

Altron Power 4 220
3 9272016

2015

Altron TMT 7 712
8 7092016

2015

Corporate 117
402016

2015

EBITDA (Rm)

Altron Power 220
(156)2016

2015

Altron TMT 1 337
7252016

2015

Corporate (174)
(193)2016

2015
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COMPANY STRUCTURE • Continued

Altron 
Power 

Held for sale

Altron  
TMT

Powertech 
Transformers

Powertech 
Other Services

Powertech System 
Integrators

Powertech System 
Integrators

Powertech 
QuadPro

Powertech Batteries 
Automotive 

(Willard & SABAT)

Powerbat 
Namibia

Webroy

Enersys Powertech 
(Associate)

Aberdare 
Cables

CBI Electric 
Aberdare ATC 

Telecoms Cables (jv)

Alcobre Condutores 
Electricos S.A. 

Portugal

Aberdare Intelec, 
LDA Mozambique

Cables de 
Comunicaciones 

Zaragoza S.L. Spain

Powertech 
Transformers

Powertech 
Insulation

Crabtree Electrical 
Accessories

Swanib 
Namibia

Powertech 
Renewables

Powertech 
Rail

Powertech 
Switchgear

Powertech 
Batteries

Powertech 
Cables

Powertech Asia 
Hong Kong

Altron TMT: 
Information 
Technology

Bytes Secure 
Partnerships

Bytes Software 
Services

Inter-Active 
Technologies

Bill Venter 
Academy

Altech Card 
Solutions

MediSwitch

Delter IT 
Services

Altech NuPay

Med-e-Mass

Bytes 
Managed 
Solutions

Bytes 
People Solutions

Bytes UK
United Kingdom

Bytes 
Universal 
Systems

Bytes 
Document 
Solutions

Bytes Secure 
Transaction 

Solutions

Altron TMT: 
Multimedia & 

Electronics
Arrow Altech 
Distribution

Altech SetOne
Germany

Altech Multimedia
United Kingdom

Altech UEC
 Australia

Altech Multimedia
Hong Kong

Altech UEC 
India

Altech SetOne
Italy

Altech UEC 
South Africa

Global Decoder 
Logistics

Altech Multimedia 
International

Altech Multimedia
Held for sale

Altron TMT: 
Telecomms

Pinpoint 
Communications 

Australia
Netstar 

Mozambique

BTG 
Mauritius

BTG 
Botswana

BTG 
Mozambique

BTG 
Emirates

BTG  
Kenya

BTG  
Namibia

Bytes AfricaAltech Alcom 
Matomo

Altech Alcom 
Radio Distributors

Altech Fleetcall

Altech Netstar 
International

Bytes Systems 
Integration

Altech 
Netstar

Altech 
Radio Holdings
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Key organisational changes

Discontinuations
• The Altech Node, the world’s 

first fully converged home 
gateway console, was 
discontinued in October 2015, 
following disappointing 
market traction. Unfavourable 
market conditions together 
with increased competition in 
the video-on-demand (VOD) 
and subscription video-
on-demand (SVOD) market 
resulted in insufficient 
subscribers for the business 
to be viable. For more detail 
on this decision, see “Closing 
the Altech Node”, page 47. 

• Powertech Transformers 
has been classified as a 
discontinued operation and 
held for sale in line with 
Altron’s strategy of disposing 
of its manufacturing 
operations.

• At year-end, Altech UEC and 
the remaining portions of 
Altron Power were classified 
as discontinued operations 
and disposals group held for 
sale.

Acquisitions
• Altech Netstar acquired 

Pinpoint Communications, 
an Australian company with 
over 15 years of telematics 
expertise in the Australian 
and regional market. The 
acquisition is in line with 
the geographic expansion 
strategy of the business and 
allows it to gain access to new 
fleet and asset management 
markets in Australia.

• Med-e-Mass purchased 
HealthSoft, a provider of  
market-leading electronic 
solutions that enable 
healthcare professionals 
to improve the clinical 
interaction between 
practitioner and patient by 
offering various services such 
as e-prescribing, disease 
information, a comprehensive 
pharmacopoeia in medical 
and layman’s language, 
medical illustration and 
medicinal identification.

• Altech NuPay acquired 
Delter IT Services, 
a microfinance software 
development company 
that provides consumer 
management systems to 
credit providers. It currently 
manages back office 
integration services from loan 
origination to collections, 
whilst ensuring compliance 
with all regulatory 
requirements.

Disposals
• Altron took the decision to 

dispose of Altech Autopage 
effective 12 February 2016 
due in part to the impacts 
of the ongoing mobile 
termination rate reductions 
as well as continued 
industry and consumer 
deflationary pressures in 
2015. The remaining “non-
GSM” businesses of Altech 
Autopage were moved to 
Bytes Systems Integration. 

• Dynamic Battery Services 
(UK), part of Powertech 
Batteries, was sold to Metair 
Investments Limited. 

• Powertech announced 
the disposal of 75% of its 
shareholding in Aberdare 
Cables and Aberdare 
International, and will 
dispose of 100% of its 
shareholding in Aberdare 
Europe, including Cables de 
Comunicaciones Zaragoza, 
S.L. (Cablescom) and Alcobre 
– Condutores Eléctricos, S.A. 
to Hengtong Optic-Electric 
Co,. Ltd (HTGD), a leading 
Chinese power and fibre 
optic cable manufacturer. 
Effectively, Powertech will 
retain a 17,5% shareholding 
in Aberdare Cables for a 
minimum of two years. 
This transaction is close to 
being concluded after the 
year-end.

• Alcon Marepha

• Powertech Africa, after  
year-end
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pErFOrMANCE 
HIGHLIGHTS
2016 was another challenging year for Altron. Our performance comes as a result of a 
variety of factors, both within and beyond our control. But there were also aspects of our 
performance that we are pleased with. The table below summarises our financial and non-
financial performance in the last four years.

2016 2015 2014 2013

Financial 
sustainability

Revenue (Rm) 26 592 27 623 27 772 24 744

EBITDA (Rm) 376 1 383 1 788 1 539

EBITDA margin (%) 1,4 5,0 6,4 6,2

HEPS (cents) (145) 93,8 188,1 132,0

Return on capital employed (%) (1,2) 10,9 17,1 14,4

Net borrowings 3 472 3 534 3 315 1 123

Net debt/EBITDA (times) 9,2 2,6 1,9 0,7

Dividends per share (cents) 0 31 80 60

Human capital

Total permanent employees 12 676 12 049 12 904 12 852 

Total training spend in SA (Rm) 86,5 110,3 68,7 93,3

Group B-BBEE contribution level 
(ICT Charter)* – 2 2 3

Group B-BBEE score* – 85,11 n/a 84,14

Group employee turnover rate (%) 1,64 2,24 1,07 0,83

Products and 
services

Number of patents filed 6 14 13 –

Research and development spend 
(Rm) 163,4 227,0 184,5 107,8 

External 
relationships

GHG emissions (tCO2e) 142 203 159 935 165 129 158 100 

Water sourced (kilolitres) 409 909 507 283 489 360 477 371 

Total municipal waste generated 
and sent to landfill by group 
companies (tonne) 1 964 2 276 2 716 1 798 

Total corporate social investment 
(Rm) 10,4 10,7 12,9 11,9

Number of ethics tip-offs 26 29 46 n/a

*  Altron’s B-BBEE verification was in progress at the time of publication and as a result updated results were unavailable for 
2016. These will be updated on Altron’s website when finalised.
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GLOBAL  
FOOTprINT
Altron has a direct presence in 18 countries, including South Africa, on four continents 
through its various businesses. The majority of our revenue (79%) and headcount (94%), 
however, are derived from our operation in South Africa where the group is headquartered.

Strategic partnerships
In pursuing our strategy, we form strategic partnerships with technology companies that are rated as leaders 
in their respective fields. This international network gives us access to a diverse array of technology and 
capabilities, enabling our businesses to deliver the most innovative solutions to our customers and clients. 
In turn we add our implementation expertise to enhance and localise these solutions.

of group revenue
79%
SOUTH AFRICA 
R21 028 million

Botswana: R50,2 million
Kenya: R25,6 million
Lesotho: R70,2 million
Mauritius: R35,7 million
Mozambique: R58,4 million
Namibia: R37,6 million
Tanzania: R0,4 million

Australia: R111,2 million
China: R5,0 million
France: R12,6 million
Germany: R130,0 million
India: R25,6 million
Italy: R23,9 million
Portugal: R434,1 million
Spain: R568,0 million
UAE: R26,4 million
UK: R3 949,7 million

1%
REST OF AFRICA 
R278,2 million

REST OF WORLD 
R5 286,4 million

20%

2,1%

0,1%

0,2%

2,5%

0,5%

0,5%

8,2%

10,7%

0,5%

74,7%

18,1%

9,2%

25,2%

12,8%

21,0%

13,5%

0,2%

percent of revenue derived from 
operations in country  
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Our STrATEGY AND 
MATErIAL ISSuES

Altron’s sustainable business strategy is built around 
its four value drivers, namely: financial sustainability, 
human capital, products and services, and external 
relationships. These drivers – and the themes and 
issues they are comprised of – have been at the core 
of how we do business since they were formalised into 
our sustainable business strategy in 2012. 

Over the years we have refined not only our set of 
material issues, but also the process undertaken to 
assess materiality. Periodically we conduct detailed 
assessments based on one-on-one discussions with 
key internal and external stakeholders, surveys and 
review of key documentation. In the interim we revisit 
the issues in an annual series of interviews with senior 
Altron leaders. 

These – and 13 material focus areas carried over from the previous year – form the basis for the group’s sustainable 
business strategy as well as this report’s structure and content.

Value drivers Objectives Material focus areas Page reference

Financial 
sustainability Improve profitable revenue growth

Profitable growth
Capital and cost efficiencies
Rationalise and refocus the 
business

30 – 35

Human capital Invest in our biggest asset – our 
people

Transformation
Human resources
Company culture

36 – 42

Products and 
services

Lead through innovation by 
embracing technology and market 
shifts

Innovation and R&D
Product and service offerings 43 – 47

 
External 
relationships

 
Build and maintain strategic 
alliances and key partnerships

Clients and customers
Investors
Government and parastatals
Strategic partners
Suppliers
Environment
Community

48 – 57

In 2016 we conducted one such round of discussions 
with seven executives and three non-executive board 
members. These individuals represented not only the 
major divisions within the group, but also serve as 
custodians of key stakeholder relationships including 
employees, customers and clients, government, 
investors, suppliers and strategic partners. 

The process was facilitated by an independent 
consultancy and helped to test the continued relevance 
of our previously identified issues as well as to identify 
new topics that warranted inclusion. Ultimately, 
we confirmed that our existing value drivers continue 
to be relevant and added two new material focus areas: 

• Under financial sustainability, “Rationalising and 
refocusing the business”

• Under external relationships, “Investors”

As we work to refocus our businesses we are cognisant of the need to re-evaluate the themes 
and issues that drive our performance – and our response to them. 
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Our operational priorities
The Altron group is in the midst of significant transition. We are in the process of re-evaluating, streamlining 
and transitioning the way we do business. Within the overarching guidance of our sustainable business strategy 
we are pursuing three operational priorities. These are intended to steer the group and its businesses towards 
a profitable, stable future and are summarised below:

Priority Objective 2016 performance

Rationalisation 
and refocus of the 
business

• Lower costs

• Reduce debt levels

• Focus on core businesses while 
cross- and up-selling

• Improve operating profits

• Altron group services division established 
with new structures in place across various 
functions, including legal, audit, IT, facilities, 
HR, procurement, and marketing and 
communications

• A total saving of approximately R100 million per 
annum achieved to date

Exit the 
manufacturing 
sector

• De-risk 

• Labour stability

• Capital intensity

• Higher margins

• Focus on intellectual property

• Sale of Dynamic Battery Services and 
Aberdare Cables (in progress, will be finalised 
in 2017 financial year)

• Altech UEC and remaining Altron Power entities 
held for sale

Transition from a 
holding company 
to an operating 
company

• Increase focus on long-term 
development of all business 
units

• Centralise strategy, capital 
allocation and measurements

• Optimise asset portfolio and 
capital allocation

• Find growth and sustainability 
in core businesses

• Non-core assets identified and in the process 
of being disposed of. These include Aberdare 
Cables and Altech and Altech Autopage 
(completed)

• Altech Node closed

• Altech UEC classified as a disposal group for 
sale will be disposed of

These priorities are influenced by – and in turn themselves influence – our performance against the four key value 
drivers. For additional information on our efforts against these priorities, see “Our performance”.
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Our BuSINESS  
MODEL
The Altron group is currently comprised of 25 businesses and the majority of these follow 
a business-to-business model. Generally, our businesses can be grouped into two areas: 
technology, multimedia and information technology (Altron TMT) and power electronics with 
a significant manufacturing element (Altron Power). 

Our business model is therefore comprised of the inputs that enable us to compete and deliver in these areas, the activities 
we undertake in doing so, the outputs of these efforts and the ultimate outcomes reaped as a result. 

Business activities
Based on these investments, we are able to conduct our 
business. Broadly speaking, our business falls within two 
spheres: technology and manufacturing; however, we are 
currently in the process of transitioning out of the latter 
sphere and by the end of the 2016 financial year we expect to 
be repositioned solely in the technology sector.

Technology Manufacturing

Advanced technology and 
information technology 
products and services are 
designed and/or adapted 
and bundled into a wide 
array of solutions for our 
clients and customers

We manufacture, amongst 
others, power electronic 
and electrical components, 
including cables, 
automotive batteries, 
power transformers and 
multimedia set-top boxes.

Revenue is earned from 
the sale of these solutions, 
ongoing service fees, 
and the maintenance and 
support of these solutions

Revenue is derived from the 
sale and servicing of these 
components

Fulfilling our responsibilities to our customers and clients 
requires various supporting activities. These include, but are 
not limited to:

• Procurement

• Research and development

• Talent management

• Marketing

• Stakeholder engagement

Inputs
Our business model is dependent on a number 
of inputs, drawing on various forms of capital. 
Among the most essential inputs are:

Financial capital: investment in 
assets and operating expenses 
required to deliver against our 
objectives

Manufactured capital: the tools, 
facilities and other equipment 
and infrastructure that we 
use to build and service our 
products

Human capital: our workforce 
whose skills and efforts 
enable us to meet customer 
expectations

Social and relationship capital: 
the relationships we maintain 
with key stakeholders and 
partners

Intellectual capital: the 
innovative spirit and experience 
that helps us to develop our 
products and services

Natural capital: the materials 
we consume, particularly within 
our manufacturing operations
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Outputs
In undertaking our business activities 
we aim to deliver our suite of products, 
services and solutions efficiently, and 
in a customised manner that is relevant 
and beneficial to our customers. 

Additionally, our manufacturing ope-
rations generate waste in the form of 
general and hazardous waste. All of 
our operations also produce emissions 
– measured in tCO2e – in the course of 
conducting normal business activities.

Outcomes
The outcomes of our business model are the 
ultimate result of our operations. These reflect 
the soundness of our strategy and our success 
in executing against it. These are impacted by 
our ability to manage risks in the context of our 
business as well as a number of external factors 
such as the economic, competitive, legislative and 
labour environments.

While financial results are an obvious outcome 
there are other important outcomes that are 
derived from our operations. These are apparent 
in the group’s distribution of value and include:

• Distribution of wealth, skills and experience to 
our employees which, in turn, flows through 
to dependent structures, such as families and 
community

• Client and customer satisfaction which, in turn, 
creates demand for our products and services 
and strengthens our brand and reputation

• Payment of taxes and thereby contributing to 
the country’s economic and social well-being

• Upliftment of the communities in which we 
operate through corporate social investment 
initiatives and contributions linked to company 
profitability
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GOVErNANCE  
rEVIEw

At year-end the Altron board was comprised of 
12 individuals, four of whom are black and two who 
are female. Ten are non-executive directors, of 
whom eight are independent. The remaining two are 
executive directors. Collectively they bring a set of 
skills and experiences from a diverse array of sectors 
that are ideal for governing a diverse group such as 
ours. Subsequent to year-end, Mr Rob Abraham, 
an executive director, retired and his position was 
not filled. For more on the specific qualifications of 
the remaining directors, see their full biographies 
online. With the exception of the executive committee, 
all committees are chaired by an independent non-
executive director who attends our annual general 
meeting to respond to any shareholder queries. In the 
coming year our goal is to reduce the size of our board 
to reflect our smaller group footprint. We also hope 
to bolster the collective IT and TMT experience within 
the Altron board.

The board met five times during the year; attendance 
at these and sub-committee meetings is available 
online.

Altron’s board and sub-committee structure is 
designed to oversee the group’s most material 
issues while empowering management to execute 
and deliver against our strategy. Each of the Altron 
group’s subsidiary companies has separate boards of 
directors, which the Altron board and its committees 
oversee and guide. The subsidiaries are also governed 
by the limits of authority set by the Altron board. 

We have established a clear balance of power and 
authority at board level that ensures that no one 

director has unfettered power. Dr Bill Venter, our non-
executive chairman, is supported by Mr Mike Leeming, 
the group’s lead independent non-executive director, 
to ensure adequate independence. The board also 
considers the concerns and priorities of its wider 
stakeholder environment in its strategic guidance and 
decision-making process.

To ensure that we consistently practise effective 
corporate governance throughout the Altron group, our 
board materially applies the principles of King III and 
the Listings Requirements of the JSE. Subsequent to 
year-end, the Institute of Directors of Southern Africa 
(IODSA) and the King Committee released the latest 
iteration of the Codes – King IV – for comment. In the 
coming year we will begin to prepare for its advent. 
This includes conducting a gap analysis to ensure we 
are ready to embrace King IV once implemented.

Our board performs its governance responsibilities 
within a framework of policies and controls, 
which manage our economic, environmental and 
social performance and provides for effective risk 
assessment. The board’s responsibilities are outlined 
in its charter, which the board reviews and adopts 
annually. The Altron board charter and sub-committee 
mandates and terms of reference are available on the 
Altron website.

While the board charter is closely aligned with the 
recommendations of King III, it is customised to suit 
Altron’s unique business, which is characterised 
by a pervasive family culture. The charter and 
our memorandum of incorporation detail the 
responsibilities and duties of the board.

Altron’s approach to governance is founded on the premise that a successful business 
requires strong controls, meaningful structures and unwavering commitment to ethical 
conduct in order to reach its full potential. We remain steadfast in our pursuit of these 
objectives and in 2016 are confident that governance at Altron continues to be held in high 
regard. This helps us to mitigate risk, ensure accountability and deliver against our strategy 
and objectives. This section provides an overview of the key aspects of Altron’s governance 
and ethics during the year and is supplemented by our full governance report available 
online.
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Amendments to our memorandum of incorporation 
were approved by shareholders at our annual general 
meeting on 20 July 2015. These revisions were 
made to align with amendments to the JSE Listings 
Requirements as well as recognised best practices, 
locally and globally.

In addition, we updated our remuneration practices 
and policies based on engagement with stakeholders. 
In particular, changes include modifications to more 
closely incentivise performance, bringing executive 
salaries in alignment with shareholders’ interest. 
For more information, see our remuneration report 
online.  

In line with Regulation 43 of the Companies Act, the 
group adopted a donations, charitable givings and 

sponsorship policy during the year. Furthermore, 
we are in the process of developing a holistic reputation 
management strategy which will support Altron’s 
sustainable business strategy that will articulate the 
journey we have been on as well as where we need 
to go.

Finally, we amended the rules of our share plan to 
align with the new Companies Act and to allow for 
further shares to be utilised for the purpose of our 
share scheme which now includes Altron, Altech, 
Bytes and Powertech employees.

In the coming year we will conduct board and sub-
committee self-evaluations to assess the efficacy of 
these bodies. These are typically undertaken every 
two years and were last conducted in 2014.

Altron shareholders

Altron board

Altron 
company 
secretary

Altron 
nomination 
committee

Altron 
remuneration 

committee

Altron  
executive 

committee

Altron social 
and ethics 
committee

Altron risk 
management 

committee

Altron  
audit  

committee

Altron 
transformation 

committee

Powertech financial 
review and risk 

committee

Altron TMT  
financial review and 

risk committee

Powertech 
remuneration 

and nomination 
committee

Altron TMT 
remuneration 

and nomination 
committee
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rISK  
MANAGEMENT

Our approach to risk 
management
Recent global and local developments have 
highlighted the need for a robust, integrated risk 
management approach across businesses. During 
the course of the past year the Altron group reviewed 
its risk management methodology and is engaged 
in a process of implementing a new risk reporting 
structure and strategy. The implementation of this 
new process will increase the accountability of 
operations and management of the risks at all levels. 
This in turn will assist the organisation to increase 
its ability to make well-informed decisions and react 
rapidly to risks and opportunities both in the short and 
long term. 

Risk management at Altron is carried out within the 
governance structures of the group and the process 
is represented in the diagram below. Altron’s risk 
governance process is a top-down approach with the 
board overseeing and approving all risk management 
processes and activities. Although the board plays a 
critical role in how we manage our risks, operational 
risk identification, management and reporting are 
achieved via a bottom-up approach. Altron is also 
currently engaging on the implementation of a top-
down strategic risk management structure that assists 
the board to ensure that operations are focusing on 
the key strategies. Altron’s risk management process 
comprises three levels of reporting as indicated in the 
diagram: 
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Risk management process – level 1 refers to risk 
management at an operational level. Risks are 
identified and managed at operational level and are 
reported to the executive committees of Altron TMT 
and Altron Power respectively. Altron’s business 
risk department performs quarterly follow-ups 
pertaining to risk management documents compiled 
at the operational level. Top risks are consolidated 
and reported to the relevant Altron TMT and Altron 
Power executive committees. Altron’s internal audit 
department performs reviews at the operational 
levels and their findings are reported to the relevant 
Altron TMT and Altron Power executive committees.

Risk management process – level 2 includes the 
reporting of risks to the subholding group companies’ 
financial review and risk committees. Major risks are 
elevated to the Altron group chief executive through 
the executive committee; the Altron social and ethics 
committee (in respect of risks relating to the non-
financial aspects of the business); the Altron risk 
management committee (in respect of all risks, both 
financial and non-financial); and the Altron audit 
committee. These committees also ensure that the 
mitigation and management of the risks identified 
are effective, efficient and adequate. Altron’s internal 
audit department submits reports to all the above-
mentioned committees. The Altron business risk 
department ensures that control deficiencies are 
adequately implemented and reports on the status 
of implementation to the above committees.

Risk management process – level 3 includes the 
overall evaluation and management of risks by the 
Altron board. In addition, the role of internal audit is 
to provide assurance to the board that appropriate 
controls are in place. The board is thus ultimately 
responsible to ensure that the risk governance 
processes and the risk management processes 
remain adequate and effective in identifying the 
group’s risks and opportunities and that there is a 
system of efficient and effective monitoring, mitigation 
and management in place.

The risk governance process includes the 
development and implementation of the following 
documents and monthly meetings:

• A standardised set of policies and procedures 

• A formal delegation of authority

• Operational management reviews

• Executive committee meetings

• Quarterly risk review meetings

The policies and delegation of authorities are reviewed 
annually. 

Roles and responsibilities
The Altron executive committee is responsible for 
assisting the chief executive with his responsibilities 
regarding the management of risks by identifying, 
managing, controlling and mitigating risk in the group. 
Its members include the chief executive of Altron 
who chairs the committee, the chief financial officer, 
the operations executives for power, information 
technology and telecommunications and multimedia, 
the group executive: technology and strategy and 
the group executive: corporate affairs. The group 
company secretary, group executive: marketing, PR 
and communications and the group legal executive 
also attend the meetings by invitation.

The risk management committee, in conjunction 
with the social and ethics committee, is responsible 
for assisting the board with discharging its duties in 
respect of the identification of risks, the measurement 
of risks and the assessment of the effectiveness of risk 
management throughout the Altron group. To achieve 
this the committee:

• Oversees the governance of risk through the 
Altron group’s risk management framework and 
its system of internal controls and co-ordinates 
Altron’s risk management and assurance efforts

• Establishes and maintains a common 
understanding of the body of risks that the Altron 
group needs to address if it is to achieve its 
strategic objectives

• Reviews and confirms the Altron group’s levels 
of risk tolerance and its risk profile at least twice 
a year

• Monitors the perceived effectiveness of the 
Altron group’s existing controls, which include 
the external verification of some of our risks by a 
range of independent assurers

• Monitors external developments relating to 
corporate accountability, including emerging and 
potential risks

Our range of risks is aligned with our four strategic 
value drivers: financial sustainability, human capital, 
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products and services, and external relationships. 

Management assesses our residual risk exposure to 

determine whether risks should be treated, tolerated, 

transferred or terminated. If management considers 

a risk to be significant, an action plan is developed to 

mitigate and/or reduce the risk to a more acceptable 

level. The action plan stipulates who is responsible for 

taking action, what kind of action needs to be taken 

and it also includes a time frame within which a risk 

needs to be reduced or mitigated. 

One of the responsibilities of the Altron audit 

committee is to review the findings of the risk 

management committee and assess the implications 

of those findings on the group’s financial reporting 

and financial sustainability.

The risk management committee’s key focus areas for 

the year under review and the areas it plans to focus 

on during the new financial year can be found in the 

full governance report online.

Altron’s internal audit department supports the 

identification and mitigation of control risks through 

their ongoing internal audits on the group’s financial 

systems, computer systems, production efficiencies, 

health safety and environmental, security and ethics 

processes.

RISK MANAGEMENT • Continued

During this reporting period a centralised business 
risk department was created within Altron group 
services to assist in developing and implementing an 
adequate risk reporting framework into all relevant 
departments, divisions and services within the group. 
The department will be responsible for the continuous 
monitoring and assessment of material risks as 
well as ensuring that risk mitigation strategies are 
timeously actioned and brought to within acceptable 
levels. 

Looking ahead
Our risk focus for the next financial year will be on 
ensuring that the new processes that we are developing 
provide us with relevant and timely information so that 
we can monitor the risks facing the group and take 
swift action where required.

As the group undergoes substantial change and 
refocus, our top risks are expected to evolve as well. 
The diagram below illustrates the key risks identified 
as well as their current trend. 

1 High debt levels

2 Disposal of discontinuing operations

3 Reputational risk

4 Broad margin pressure

5 Effectiveness of sales function

6 Customer concentration risk

7 Human capital – skills shortage and 
succession planning

8 Threat of international competition/ 
disintermediation

9 Commoditisation of IT products and 
services

10 Impact of new B-BBEE codes

11 Autopage disposal

12 Labour unrest

13 Cyber risk

14 Network stability and performance

INCREASING  
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TREND
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TREND
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STAKEHOLDEr 
ENGAGEMENT

Employees
Why we engage
Engagement with our employees is critical to our ability 
to create a collaborative and transparent company 
culture. Our employees are also our most valuable 
asset and ambassadors of our brand and it is therefore 
essential that we take their recommendations into 
careful consideration.

How we engage
We receive both formal and informal feedback from 
our workforce through a wide array of channels. 
These include staff events and meetings, electronic 
communications, training and awareness initiatives, 
suggestion boxes, roadshows and site visits, intranet 
and other collaboration tools. 

Areas of concern Our response

• Job security and 
staff turnover 

• Bi-annual results 
presentations

• Business continuity 
and performance

• Relevant articles 
and positive 
messaging on 
internal platforms

• Strategic updates

• Leadership 
communication

Focus areas for the year ahead
In the year ahead there will be an increased focus on 
internal communications initiatives that address staff 
concerns and reinforce positive developments and 
strategic progress. Furthermore, we are implementing 
an internal change communications programme to 
address morale and create strategic alignment across 
the group.

Our stakeholders inform our material 
focus areas and are therefore closely 
linked to the group’s strategy. We 
gather their feedback on an ongoing 
basis through various channels. This 
is considered, prioritised and, where 
appropriate, incorporated into the way we 
do business. In this section we provide 
detail on our relationship with key 
stakeholder groups and how we respond 
to their greatest areas of interest and 
concern.
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Government and regulatory 
bodies
Why we engage
Our engagement with government and regulatory 
bodies helps the group to anticipate, influence and 
plan for policy and legislation decisions and maintain 
legal compliance. As the public sector is also a 
significant source of business for the group, it also 
helps us to ensure customer satisfaction and increase 
new business.

How we engage
We attend and participate in various government 
forums, portfolio committees and working groups 
and also engage directly through our key account 
managers, tender processes and written submissions. 
In addition, we participate in industry forums, 
events, summits and associations and are subject to 
government audits. 

Areas of concern Our response

• Alignment with 
government 
initiatives and 
priorities, including 
transformation and 
B-BBEE credentials

• Annual submission 
of employment 
equity information

• Future of 
manufacturing in 
South Africa

• Submission to 
government bodies 
on legal issues 
and/or proposed 
bills

• Competitiveness of 
local products

• Pay taxes 
and provide 
employment 
for more than 
12 000 people

Focus areas for the year ahead
Our aim will be to broaden the scope of work with 
the public sector and increase engagement through 
key account management. We also hope to build 
relationships to influence relevant policy and finalise 
designated product status negotiations. 

STAKEHOLDER ENGAGEMENT • Continued

Shareholders/investors
Why we engage
We engage with our shareholders and potential 
investors to fulfil multiple objectives. These include 
promoting investment opportunities, gaining feedback 
on our strategy, improving shareholder perception of 
the group and positively influencing our share price.

How we engage
Altron interacts with shareholders and investors 
through our AGMs, biannual results announcements, 
integrated annual reports, investor presentations, 
roadshows, media releases, one-on-one or round-
table discussions and occasional site visits to our 
operations.

Areas of concern Our response

• Altron’s reputation, 
business 
sustainability and 
growth

• Alignment 
and review of 
sustainable 
business strategy

• Capital allocation • Management of 
capital allocation 
and costs

• Share price and 
return on investment

• Increase 
transparency 
through site visits 
and interaction 
with middle 
management

• Management 
accountability and 
succession planning

• Leadership 
succession 
planning and 
development

Focus areas for the year ahead
In 2017 we will be prioritising ongoing communication 
with shareholders on our new direction and company 
strategy. We plan to introduce more new products and 
services and implement a reputation management 
programme. 
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Customers, clients and 
consumers
Why we engage
Understanding the needs of our customers, clients 
and consumers helps our businesses to understand 
and respond to new trends, improve our reputation and 
trust among these groups and better ensure customer 
satisfaction. In doing so we can more effectively retain 
our customers and market our products and services. 

How we engage
Customers, clients and consumers engage with 
us through our call centres, periodic surveys, key 
customer forums, one-on-one meetings, training 
sessions and roadshows and site visits. They have 
access to further information through our website, 
newsletters, networking forums and other events.

Areas of concern Our response

• New technologies 
and products

• Continuous 
research on new 
services, products 
and industry trends

• Customer service 
and complaints 
resolution

• Key account 
managers and 
leadership 
frequently engage 
with customers and 
address concerns

• Quality and 
availability of 
products and 
services

• Conduct training 
for customer-facing 
front-line staff 

Focus areas for the year ahead
Altron’s goal is to be more client-centric moving 
forward and, in doing so, retain its key customers. 
We will increase our direct engagement and 
communication with customers to allay fears and 
address concerns about Altron’s future and strategy. 
We will focus on key deliverables and enhance Altron’s 
digital footprint.

Suppliers/strategic partners
Why we engage
Our suppliers and partners are critical to our ability 
to meet customer requirements and to build and 
maintain our competitive advantage. Engaging 
with them helps Altron to manage its supply chain 
requirements, improve the quality of our products and 
services, negotiate competitive pricing, gain access to 
product technology and ensure that our supply chain 
reflects the same high standards of ethical behaviour.

How we engage
Engagement with our strategic partners and suppliers 
is conducted through formal mechanisms such as 
service level agreements, audits, tender responses, 
one-on-one meetings and site visits. It also takes 
place through more informal forums such as 
conferences, trade shows and company events, 
business associations, product training and media 
releases.

Areas of concern Our response

• Business continuity • Contract 
negotiations, 
regular face-to-
face engagement 
and written 
correspondence

• Collaboration 
opportunities with 
strategic partners

• Form partnerships 
to find solutions 
that mutually 
benefit both parties

• SMME development 
requirements

• Regular 
assessment of 
product quality and 
on-time delivery

• Price and margin • Recognition and 
rewarding of good 
suppliers

Focus areas for the year ahead
Altron’s 2017 focus will be on remaining and/or 
becoming a preferred supplier to our strategic 
partners. Furthermore, we expect to gain volume 
discounts through in-depth supply chain management. 
In all our engagements with suppliers and strategic 
partners we will maintain awareness of high ethical 
standards within Altron.
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ETHICS  
rEVIEw

At Altron ethics isn’t just about compliance; 
our approach to ethical business is based on a 
foundation of actions and behaviour. Our values provide 
the guidance to ensure we put ethics into action. At a 
board level oversight is provided by the group social 
and ethics committee (SEC). The SEC is supported 
by the group ethics officer, who is registered with the 
Ethics Institute of South Africa.

Altron, its businesses and its employees are guided 
by the Altron Code of Ethics and Corporate Code of 
Conduct. An abridged version of these is included in 
all suppliers’ contracts and terms and conditions, and 
service providers are expected to abide by the same 
level of ethics that we uphold in our own operations. 
The code of ethics is also available to employees on 
the group’s dedicated ethics website and the company 
website. In addition, we regularly feature topics 
related to ethics in company publications and periodic 
ethics competitions to create awareness across the 
group. Ultimately the board, together with the chief 
executive (CE), is responsible for the ethical culture of 
the group. They are supported by the social and ethics 
committee and ethics office.

In 2015 we developed a group ethics strategy. 
The strategy is aligned with our mission, vision and 
values, and aims to build and maintain a high-trust 
working environment for employees and high-trust 
relationships with all stakeholders. It will be submitted 
for approval by our social and ethics committee in 
May 2016.

In addition, we are supporting the fight against 
corruption through collective action. We are a member 
of Business Leadership South Africa (BLSA) and 
a signatory to the UN Global Compact (UNGC). The 
group also belongs to World Without Corruption, an 
international initiative to fight corruption. Through our 
involvement we commit to work against corruption 
in all its forms, including extortion and bribery, as 
advanced by the UNGC’s tenth principle. By signing its 
Call to Action, we encourage governments to:

• Fully implement and enforce the tenets of the UN 
Convention against Corruption by strengthening 
anti-corruption policies, laws and enforcement 
mechanisms to create a level playing field and 
incentivise good behaviour

• Make a commitment to reduce corruption risks 
from procurement and contract processes of 
large-scale projects that are designed to support 
sustainable development

• Commit to engaging in competitive and transparent 
procurement processes through public advertising 
of all government procurement cases

• Support corporate efforts to enhance anti-
corruption implementation, corporate governance, 
innovative collective action and public-private 
partnership initiatives

Aberdare Cables, together with a number of other 
electrical power cable companies, are still the subject 
of a Competition Commission investigation into 
alleged cartel conduct. Since the commencement 

Corruption is an unfortunate reality of the South African business environment. Businesses 
and individuals are exposed to fraud, bribery and other unethical behaviour and in some 
instances unwillingness to participate in these activities can even limit opportunity. We take 
ethics extremely seriously at Altron because our reputation is critical to our ability to secure 
the trust and business of our clients, to our ability to attract and retain talented employees 
and to form successful partnerships. We take a zero-tolerance stance on bribery, fraud and 
corruption within our own workplace but the external risk remains, and continues to impact 
our business.
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of the investigation, Aberdare Cables’ management 
has co-operated fully and has also undertaken its 
own internal review. As a result, Aberdare Cables 
submitted a formal leniency application to the 
Commission, in terms of their Corporate Leniency 
Policy. Given that the company continues to fully 
comply with the Commission’s requirements as set 
out in the conditional immunity agreement, Aberdare 
Cables does not anticipate incurring any fines or 
penalties.

The group did not incur any fines at group level during 
the year, nor were any material fines incurred by any 
subsidiaries. During the year the group was informed 
of a third-party request in terms of the Promotion 
of Access to Information Act by the South African 
Reserve Bank.

Altron’s internal audit department conducted an 
employee survey to gauge perceptions and awareness 
of the group’s code of ethics, reporting misconduct, 
the role of management, the role of staff and the 
group’s culture of ethics. While overall perceptions 
have declined marginally from the previous survey 
conducted in 2015, they nevertheless indicate that our 
employees are generally aware of and satisfied with 
ethics at Altron. 

In addition, Altron participated in an ethics survey 
conducted by the Ethics Institute of South Africa. 
Findings from the sample of 56 employees indicated 
that the company has had success with imbedding its 
ethical standards in spite of a low awareness among 

staff of formal ethics interventions such as training and 
ethics communication and awareness programmes. 
Whereas the results of both surveys highlighted 
opportunity for improvement, they should also be 
understood in the context of significant organisational 
upheaval that occurred at the same time as the survey. 
We are working with Bytes People Solutions to develop 
and provide training and awareness material in order 
to address key areas identified in these surveys.

Whistle-blowing
Altron provides an anonymous whistle-blowing 
facility to employees and external stakeholders via 
an independently run hotline. Tip-offs can also be 
submitted via phone, fax and e-mail. All tip-offs 
are actively investigated, followed up and resolved. 
In 2016 we received 26 tip-offs (2015: 29). Of these, 
85% appeared to be either false or no evidence could 
be found to substantiate the claims. In the remaining 
cases one criminal charge was laid and six dismissals 
took place.

Our whistle-blowing guidelines policy outlines the 
procedures for reporting suspected instances of 
corruption and ensures that employees are not 
penalised for coming forward. 

Altron’s ethics office also has a secure e-mail address 
that employees can use to report unethical behaviour 
or to seek advice and guidance on ethical dilemmas. 
This e-mail address is only accessible to the chief 
ethics officer. 
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Material issues
The group continues to identify two core material issues related to financial sustainability, namely profitable 
growth and capital cost and efficiency. In the 2016 financial year, however, we added a third material issue, 
“rationalising and refocusing the business”. It is clear that by resolving this issue we can more successfully 
drive the former two issues. It is our belief that refocusing the business will enable a marked improvement 
in capital and cost efficiency and enable the group to invest for profitable growth. We view this third material 
issue to be temporary in nature and likely to fall away once the strategic repositioning of the group has been 
completed. 

30

Highlights
• Initiatives under way to refocus the group 

around its core businesses, disposing all 
non-core operations

• revenue from continuing operations has 
seen a pleasing increase from the prior year, 
particularly in  light of the low growth levels 
in the local economy and intense competition

Challenges
• Non-core businesses placed significant 

downward pressure on the group’s results, 
masking solid performances from our core 
businesses
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Feedback on 2015/16 commitments

Commitment Feedback Goals for 2016/17
Further non-core assets will be 
identified and disposed of. Where 
applicable, equity and technology 
partnerships will be pursued.

Non-core assets have been  
identified and are in the process 
of being disposed.

The group will continue to dispose 
of its non-core assets identified in 
the year ahead.

Continued focus on leveraging 
the opportunities provided by the 
formation of Altron TMT. 

The integration of Altech and 
Bytes has been finalised with 
some value already realised. 
Further opportunities are 
being developed.

As far as possible, the shared 
service project will be extended 
group-wide to include both 
Altron TMT and Altron Power 
operations. By pooling 
resources and eliminating 
unnecessary duplication we 
expect to derive significant cost 
savings and efficiencies in the 
medium term.

Altron shared services division 
has been established with new 
structures now in place across 
various functions, including 
legal, audit, IT, facilities, HR, 
marketing and communications, 
and procurement.

The objective for 2017 is one of 
consolidation, stabilisation and 
continued improvements rather 
than rolling out new areas of 
service or further penetration into 
the divisions.

31

Our approach
The last 24 months have been the most challenging in Altron’s history with poor strategic decisions exacerbated 
by challenging market conditions, particularly in the manufacturing sector. In light of this, our focus during 
the reporting period has been primarily on bringing financial stability into the group. 

In focusing on this aspect, the issue of profitable growth has taken somewhat of a back seat with the primary 
concern being the rationalisation and refocus of the business, which implicitly also addresses the issue 
of capital and cost efficiency. Internally, we have classified our businesses as core (primarily information 
technology-related) and non-core (predominantly manufacturing businesses). In the core businesses 
the emphasis has been on maintaining positive performance, with a focus on organic growth opportunities. 
In non-core businesses operational management has prioritised operational performance (usually through 
cost-cutting), while group management has been driving various disposal processes. Our incentive 
programmes are aligned with these objectives, many of which will continue into the next reporting period.

Throughout the entire group the focus has been on cash management in order to provide the necessary 
financial stability for each operation as well as for the group as a whole.
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Looking ahead
The group’s continuing operations have a long 
track record of delivering consistent growth over 
the past few years, despite the challenges of 
operating in the local economy.

We believe the core business is well poised for 
organic growth given its critical mass and strong 
position in the local market. We also believe 
there are more opportunities for cross-selling the 
group’s goods and services into its customer base. 
The business has been capital-constrained over 
the last 24 months and the expected removal of 
this constraint will allow it to grow acquisitively.

The focus on this type of growth is only likely to 
take place towards the end of the next financial 
year as the issues surrounding the non-core 
assets are resolved. How this will be achieved will 
be assessed at the time given the dynamic nature 
of the economy.

Business context
Clearly profitable growth is critical for long-term 
financial sustainability. Unfortunately, Altron 
has not achieved this as a group of late and this 
has hindered our ability to create value for our 
shareholders. However, we are confident that 
once we have refocused the group on its core 
businesses, profitable growth will again follow.

In 2016 the non-core businesses placed significant 
downward pressure on the group, masking solid 
performances from our core businesses. Following 
the decision to dispose of most of the non-core 
businesses, our income statement has been split 
into continuing and discontinued operations, 
reflecting the magnitude of the challenges faced by 
the group in the non-core operations.

Even so, core operations have also not achieved 
profitable growth in the last year as they have 
been affected by factors in the local market. 
We believe that these factors are likely to 
continue and, in order to off-set them, we will 
need to look for investment opportunities both 
locally and, more importantly, internationally. 
This will only be addressable once the non-core 
assets have been effectively addressed, freeing 
up capital for the growth of the core businesses. 

Our performance
Given the disparity between the core (continuing) and 
non-core (discontinued) businesses within the group, 
this section will focus on the performance of the core 
operations. Non-core operations will be addressed 
under the rationalisation commentary. 

Revenue from continuing operations has seen 
a pleasing increase from the prior year, particularly in 
light of the low growth levels in the local economy and 
intense competition.

At an EBITDA level, performance has not been so 
positive, but remains relatively robust. There has 
been some divergence between the IT business units, 
which reported an increase in EBITDA but a decline 
in underlying margins. The telecoms businesses saw 
a marked decline in profitability.

In the IT businesses the Bytes Secure Transactions 
Solutions business had an exceptional year, as did 
Bytes People Solutions, following its acquisition of the 
Inter-Active Technologies call centre business. The 
more hardware-based Bytes Document Solutions and 
Bytes Managed Solutions had another challenging 
year as margins continue to come under pressure, 
accentuated by the movements in the exchange rate.

The decline in the telecoms businesses was mainly 
in the Altech Netstar and Bytes Systems Integration 
business units, which saw a 19% and 51% decline in 
EBITDA respectively. Altech Netstar’s decline is due 
to increases in the cost base, primarily in the cost of 
acquiring new subscribers. The decline in performance 
of the Bytes Systems Integration business was due to 
delays in the award of various tenders; however, the 
business has a strong pipeline and its performance is 
expected to recover in the coming year.

The IT business was assisted by a good performance 
from its international operations, predominantly in 
the UK. While much of the increase in revenue and 
profitability was driven by movement in the exchange 
rate (15% year on year) there was also strong organic 
growth. These operations account for approximately 
42% of revenue and 25% of EBITDA in the IT business.

At a headline earnings level the IT business recorded 
a very pleasing 11% increase in headline earnings, 
exceeding expectations. The continuing operations, 
however, recorded a decline of 8%, reflecting the 
weaker performance in the telecoms business as well 
as high head office costs. Both of these factors should 
improve in the year ahead. 

FINANCIAL SUSTAINABILITY • Continued
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Our performance
While not necessarily reflected yet in the group’s 
reported results, we believe we have made significant 
progress on both capital and cost efficiencies during 
the year. However, we recognise that more remains 
to be done and it will be the central theme of 
management’s efforts over the coming year.

The group was significantly capital-constrained in 
2015. Debt levels are uncomfortably high given the 
deteriorating operational performance of the group 
and, as a result, we have concentrated this year on 
preserving capital. However, many of the discontinued 
operations have been absorbing capital as they 
incurred losses while we pursued initiatives to unlock 
some of the capital tied up in these businesses. It is 
a constant challenge to weigh up the best course 
of action for the group in respect of these businesses, 
but in most cases we believe it is best to keep these 
operations running in order to realise their value as 
going concerns.

The first steps in this process have now been achieved. 
The disposal of Altech Autopage and the imminent 
disposal of our Aberdare Cables operations should 
unlock further capital. Furthermore, initiatives are in 
place for all the remaining discontinued operations.

Limited capital has been allocated into the continuing 
operations in the form of various acquisitions, namely 
Inter-Active Technologies and Delter IT Services in 

Business context
Many of the issues faced by the group over the 
last 24 months can be attributed to poor capital 
allocation decisions taken several years ago. 
As a result, improving controls around capital 
allocation was identified as a key issue for the 
group. Furthermore, as we look to reinvest in 
the core businesses, it is critical that capital is 
allocated carefully and appropriately.

Cost efficiencies are important in any business, 
but especially so in the current market that 
is characterised by a highly competitive 
environment, rapid commoditisation of goods 
and services, and low economic growth. 
In addition, the group is transitioning to a much 
smaller – though more profitable – business, 
which will require a lower cost base to run.

the IT businesses and Pinpoint Communications in 
Altech Netstar. No additional acquisitions are expected 
until more of the non-core business disposals are 
completed.

Working capital management has continued to be 
a significant area of focus and has been relatively 
successful. The Altron Power operations must be 
particularly commended as, despite significant 
operational losses, their net debt position has not 
materially declined. This was achieved through 
a combination of limiting capital expenditure to critical 
items and releasing funds from working capital. Part of 
this is activity-related, but there has been a general 
improvement in the key working capital metrics.

Cost efficiencies have also been a significant focus for 
the current year. In various discontinued operations 
there have been substantial projects to reduce costs 
and thereby improve operational performance. 
Most significant of these have been the processes 
in Altech Multimedia and Powertech Transformers. 
The former instituted significant headcount reductions 
and right-sized their operations for current demand 
levels, which included closing down all international 
operations. Powertech Transformers went through 
a further headcount reduction, predominantly within 
their power operations, which were severely affected 
by the lack of orders from Eskom. This has further 
reduced operational costs, but has been insufficient to 
return the business to profitability at current demand 
levels.

We continue to see cost savings from our shared 
services initiatives, which are primarily focused on 
Bytes at this point in time. As we progress into the new 
focused business, shared services will be rolled out 
further so that we can benefit from the economies of 
scale inherent in the model. This requires operational 
management to give up some of their control, but has 
been well supported across the Bytes businesses.

In the second half of the year the group instituted a 
major project to reduce head office costs to reflect the 
smaller anticipated size of the group. This commenced 
in September 2015 and was largely completed by the 
end of the financial year. It has seen the consolidation 
of the Altron Corporate and Altron TMT head office 
structures and a roughly 45% reduction in headcount 
in the affected areas. While we have not seen the 
benefits of the process reflected in the current results, 
we begin the new financial year with a fundamentally 
lower head office cost base. As the disposal process 

Capital cost and efficiencies
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continues this cost base will be kept under close 
review and it is likely that further reductions will be 
instituted over the coming year.

Collectively these efforts have left the group with a 
marginally improved net debt position compared to 
28 February 2015 at just over R3,4 billion. This remains 
uncomfortably high given operational performance, 
but the various disposals that are completed or 
close to completion should see this decline to more 
sustainable levels. As the group shifts its focus this 
should result in further realisations of capital and 
therefore a more conservatively geared business.

Our performance
During the reporting period the board took the 
decision to refocus the group into a technology 
business, thereby removing Altron from the business 
of manufacturing. Our technology businesses have 
generally been consistent performers over the last few 
years and are well positioned strategically. However, 
their growth has been constrained by the capital 
requirements of Altech Autopage and the various 
manufacturing businesses. The businesses identified 
as core are generally capital-light, with a higher 
component of variable costs, and are therefore more 
scalable in response to changes in the economy.

Exiting the manufacturing businesses will release 
capital, which will be utilised to reduce debt in the group, 
putting the balance sheet onto a more stable footing.

The non-core, discontinued operations of the group 
have had a torrid year from a financial perspective and 
have had a very material impact on the group’s results.  
The disclosure included in the income statement gives 
a clear picture of the potential impact of focusing on 
the core operations.

The Altron Power businesses have been significantly 
impacted by the lack of spending from Eskom and the 
municipalities, translating into a severe reduction in 
revenue from what have historically been their largest 
customers. While logic dictates that this level of 
activity cannot persist indefinitely, it has highlighted 
the inherent risks in these businesses. As a result 
we are engaging with potential investors that have the 
resources to adopt a longer-term view of these assets. 

Both the Batteries and Swanib Cables operations 
within Powertech bucked the trend by performing 
relatively well despite their challenges. The Batteries 
business benefits from more predictable demand 
levels that allow it to manage its manufacturing 
capacity utilisation. Swanib Cables, as a distribution 
business, can also manage variations in demand more 
effectively.

It is evident that today’s global economy requires 
effective utilisation of manufacturing capacity in 
order to be competitive. With the increasing influence 
of imports the South African industry has surplus 

Looking ahead
The focus going forward is on maintaining the 
capital and cost disciplines established in recent 
years and to complete the process of rationalising 
and refocusing the group through the disposal of 
the discontinued, non-core operations.

Realistically we are only likely to complete this 
towards the end of the next financial year. As the 
non-core operations are disposed of we expect 
to see a leveraged effect on the group’s capital 
position as it will not only release the capital tied 
up in these businesses but, given these businesses 
have typically been capital-absorbing, will allow 
the capital-generating businesses to enhance the 
group’s overall position.

Business context
Given the group’s current financial position, 
which is marked by an uncomfortable level 
of gearing, we have elevated this initiative to 
a material business issue. As is evident from 
the preceding commentary, the board sees the 
completion of this process as critical to the 
group’s financial stability and sustainability.

Rationalise and refocus the 
business
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capacity in many sectors and any decline in demand 
therefore has a severe impact on the profitability of 
the manufacturing businesses. To give some extreme 
examples, our Powertech Transformers’ large power 
transformer manufacturing facility operated at 3% 
capacity this year, while Altech Multimedia operated 
at approximately 20% of its capacity. Both of these 
facilities can be highly profitable if properly utilised, 
but at these levels lose significant money.

Both Altech Autopage and Altech Multimedia had 
very difficult years, with significant once-off expenses 
further depressing what were already poor trading 
performances. Altech Autopage suffered from 
continuing the business for an extended period of time 
after announcing its disposal, while Altech Multimedia 
was impacted by very low capacity utilisation, 
rationalisation costs and a significant inventory 
impairment.

The first step in our rationalisation process was the 
disposal of the Altech Autopage business. This was 
finally concluded with the approval of the Competition 
Tribunal in February 2016 after a frustrating 15-month 
process. With the benefit of hindsight, the decision 
to exit Altech Autopage was made too late and as a 
result the amount of capital released from its sale 
was not what it could have been. Nevertheless, it was 
an important step in freeing up management time 
to focus on the core businesses. The closure of the 
remaining business is currently in process and should 
be concluded by the half-year.

The disposal of Aberdare Cables is now relatively close 
to completion, which we anticipate finalising by the 
end of July once the necessary regulatory approvals 
are secured. We will remain a non-controlling 
shareholder in the local business for approximately 
two years, assisting the transition to the new owner.

In terms of rationalisation the main focus has been 
on reducing head office costs, as discussed earlier. 
We believe we have made good progress in this regard.

Looking ahead
The refocusing of the group is contingent on the 
various other disposal processes, which are each 
at different stages. We are optimistic that we will 
be able to announce further progress before the 
half-year. Our current priorities are on progressing 
the disposal of Powertech Transformers and 
Altech Multimedia, where much work has been 
done on rationalising and creating a more saleable 
business.

We will also continue to reduce head office costs 
as the group reduces in size. The achievements of 
the current year have been significant and further 
reductions are likely to be incremental in nature. 

Another critical initiative is the evolution of 
the Altron group shared services organisation. 
We believe further cost savings can be extracted 
from the businesses already absorbed into shared 
services and that will be the focus for the coming 
financial year. Thereafter we will look at the 
opportunities of bringing additional operations into 
the fold.
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HuMAN CApITAL

Material issues
Altron’s human capital comprises our people – the workforce that brings our strategy to life. We have identified 
three material focus areas related to human capital:

• Transformation: Building a diverse workforce that reflects the diversity of our clients, our partners and 
society

• Human resources: Manage our workforce in a manner that inspires high performance and captures 
employee loyalty

• Company culture: As we undergo the rapid transition towards a leaner, more focused operating company, 
it is imperative that we create a “one company” culture that reflects Altron’s values and encourages 
innovation and collaboration

Highlights
• Strong innovative, entrepreneurial culture 

prevalent among employees

• Successfully redeployed 33 Altech Autopage 
employees to date, following the sale of the 
business, within Altron and five individuals 
outside of the group

Challenges
• Maintaining employee morale amidst poor 

company performance and significant 
organisational change

• Transformation remains a challenge at 
senior management levels
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Our approach
Our human capital strategy is to attract and retain the best talent, create an environment conducive to 
innovation and job satisfaction, and provide training to help employees excel in their roles. We ensure that 
transformation is overseen and managed from the top through a group transformation committee chaired by 
the group executive: corporate affairs. 

Management of human capital has transitioned to a shared services model in which the function is held 
centrally but administered at a business level. Human capital shared services reports directly to the group 
executive: human capital who in turn reports to the group executive: corporate affairs.

Within the human capital structure sit newly created specialist functions including transformation, talent 
management, recruitment and administration. These provide targeted guidance to the operations, ensuring 
good governance, sound policies and procedures.

Feedback on 2015/16 commitments

Commitment Feedback Goals for 2016/17
Focus on succession planning 
including the promotion of black 
employees into management 
positions.

Limited success as low turnover 
at senior levels created few 
opportunities for promoting or 
hiring black executive talent.

We will continue to prioritise this 
issue, filling roles with qualified 
black candidates where possible.

New employees will follow 
an induction programme that 
includes an introduction to the 
group’s vision and values.

Induction currently takes place at 
divisional level. 

Divisional inductions will be 
complemented in the next 12 
months through a group induction 
programme.

Investigate possibility of 
introducing a relevant and holistic 
employee wellness programme.

The group has employee 
assistance programmes in place 
at a number of its divisions; 
however, an exercise is under 
way to review these programmes 
with a view to creating a more 
standardised approach.

The social and ethics committee 
will continue to review this issue in 
the year ahead.



38 39

ALTRON INTEGRATED ANNUAL REPORT 2016
OUR PERFORMANCE

HUMAN CAPITAL • Continued

Our performance
The group is currently undergoing its 2016 BEE 
assessment and the outcome of this process will 
be made public in due course on its website. Altron 
embraces transformation and it helps to keep the 
group and its businesses competitive in the South 
African marketplace. During 2016, Altron and Altron 
TMT were measured against the ICT Charter while 
Altron Power was measured against the amended 
generic codes.

The group’s performance against the five scorecard 
elements was as follows:

Ownership: Currently the group has four BEE 
shareholders who hold equity in both Altron Power 
and Altron TMT.

The main equity partners in Altron Power are 
Inzingwe Capital, Power Matla and Echo Structured 
Investments. Altron TMT’s partners are Thebe Identity 
Investment Corporation, Power Matla Electronics and 
Southern Palace Group.

At this stage the group remains comfortable with its 
equity partner structures.

Business context
In South Africa transformation is a business 
imperative. Having conducted business in the 
country for more than 51 years, Altron embraces 
its long-standing commitment to empowerment.

Our approach to transformation is founded on 
three objectives:

• Licence to operate: Many significant clients 
and customers consider our B-BBEE 
performance when deciding whether to 
award important tenders and contracts. 

• Being a proactive corporate citizen: Altron 
embraces the ideals and goals of our country 
and is proud to be a leader in transformation. 

• Diversity as a catalyst for innovation: 
Transformation means bringing together 
a mix of skills, experiences, cultures and 
races. These can help build an innovative 
environment ripe for success while breaking 
historical barriers that inhibit our core 
principles. 

Management control including employment equity: 
Black representation at top and senior levels of 
management remain a key focus area at Altron. 
As with our peers, Altron notes the challenge of 
transformation and is committed to diversifying the 
workforce. A number of factors do, however, affect our 
ability to make short-term, meaningful change: 

• Downscaling our operations means that we 
are not able to bring in many new employees at 
present. 

• Turnover at Altron is quite low, particularly 
among senior leadership, many of whom have 
been with the company for multiple decades. 
Few departures mean few opportunities to fill 
roles with black candidates. As positions become 
available, however, we are committed to sourcing 
black talent, where possible. In 2016, 67% of 
internal promotions were black individuals.

• Scarce skills in the IT and engineering field, 
particularly among black candidates, makes 
sourcing qualified leaders a challenge. 

At year-end 72% of our South African workforce is 
black and 35% is female. However, black employees 
represent 25% of senior management. For further 
detail on the demographics of our workforce see the 
GRI table online. 

Skills development: Sourcing and developing people 
with the right skills is critical to our ability to innovate. 
In South Africa the pool of black talent, particularly 
in the technology sector, is limited as a result of the 
country’s educational legacy. Altron is committed to 
the ongoing development of its people and will strive 
to meet its targets in terms of spend as a percentage 
of payroll. The group invested R86,5 million (2015: 
R110 million) in training overall, of which 84% 
(R72 million) was spent developing black talent (2015: 
R83 million). A large proportion of this expenditure 
is channelled through Bytes People Solutions (BPS), 
a division of Altron TMT. BPS, in addition to providing 
training for external customers, also maintains 
a pipeline of promising suitably qualified candidates. 
These candidates are then skilled in various areas of 
ICT and, once qualified, are placed within the group’s 
operations where need exists for entry-level skills. 

Enterprise and supplier development: Procurement 
poses one of the biggest challenges for the group 
to maintain its B-BBEE status going forward. 
A significant proportion of our procurement 

Transformation
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expenditure in 2016 went to our strategic partners, 
most of whom are major international corporations. 
This challenge will increase as the group moves 
away from manufacturing in favour of the technology 
sector. Altron is currently undertaking an exercise to 
engage with its suppliers and identify those that are 
black-owned and empowered. Our goal is to channel 
our spend to suppliers with a minimum of level four 
empowerment.

Socio-economic development: Altron’s socio-
economic development expenditure (SED) is managed 
through its corporate social investment (CSI) 
programme. We use our expertise in ICT to focus on 
projects that are technology-related, ensuring that 
we have the maximum positive impact while raising 
interest in the sector. Our focus is primarily on the 
training and development of unemployed people 
through projects close to our operations. This helps us 
to maintain a close relationship with the beneficiaries 
and NGOs with whom we partner. 

In 2016 we invested R10,4 million (2015: R10,7 million) 
in our communities. This investment included an 
initiative to build a second multimedia training 
centre in the Johannesburg suburb of Alexandra 
(Alex). The group funded the building of the first such 
centre in KwaMashu in KwaZulu-Natal. Together, 
the KwaMashu and Alex training centres form 
the backbone of the group’s ambition to train and 
develop marketable ICT skills in unemployed people. 
This SED strategy aligns with our human capital plan 
to establish a pipeline of talented and skilled young 
people that are capable and interested in entering the 
ICT industry. As a result, our investment addresses 
the compelling need for social upliftment in our 
communities while providing the basis for improved 
equitable employment in the medium to long term. 

While it is not a material business issue, investing in 
our communities is an important demonstration of 
our company values and is closely linked to our social 
licence to operate.

Altron’s CSI policy provides the group companies with 
implementation guidance for their individual SED 
programmes, including monitoring and evaluation 
and local adaptation. 

Altron’s B-BBEE status is an upward consolidation of 
the transformation status of its operating subsidiaries 
and divisions. Each is independently authorised and 
responsible for the results of their certification. In the 
context of applicable scorecards, related legislation 
and the operational environment, each division and 
subsidiary has performed as expected in 2015. At the 
time of publishing this report, the 2016 B-BBEE 
assessment was under way, with results for all 
operations expected in early June 2016. 

Looking ahead
The Alex Multimedia Training Centre is scheduled 
for completion in 2017.

As the group is in a period of scaling down 
and divesting non-strategic businesses, we 
are conscious of the impact that this can have 
on our relationships with local communities. 
Our manufacturing operations, for example, 
each have well-established relationships with 
the surrounding communities through CSI, local 
employment and other types of arrangements. 
As these businesses are sold we are confident that 
the next owners will maintain similar relationships, 
as they are of great strategic significance. In some 
instances, such as the sale of Aberdare Cables, 
Altron is maintaining a small share in the business 
for the short term, in part to help the new owners 
to navigate these important relationships. 

Altron’s 2016 CSI expenditure

Altron Power R1,1 million
Altron TMT R9,1 million

Corporate R0,2 million

88%

10%
2%



40 41

ALTRON INTEGRATED ANNUAL REPORT 2016
OUR PERFORMANCE

HUMAN CAPITAL • Continued

Our performance
As at year-end Altron employed 12 676 permanent staff, up 5% from 2015 (12 049). While our workforce at Altron 
Power contracted 7% as a result of the closure and downsizing of certain operations, this was more than off-set by the 
acquisition of Inter-Active Technologies by Bytes People Solutions, leading to a 13% growth in staffing for Altron TMT.

Total permanent employee headcount by group company (South Africa and offshore)

2016 SA Offshore 2015 2014 2013 2012

Corporate 40 40 – 117 79 79 122

Altron TMT 8 709 8 322 387 7 712 8 247 8 196 8 438

Altron Power 3 927 3 563 364 4 220 4 578 4 577 4 672

Total 12 676 11 925 751 12 049 12 904 12 852 13 232

Business context
Our employees embody the group’s innovative, entrepreneurial spirit and are a key factor in its success. 
As Altron shifts its focus towards the IT space the essential skills and experience of its workforce will be even 
more critical. It is therefore essential that we continue to invest in and nurture our people in order to meet 
our strategic objectives.

At 8 709 employees, Altron TMT employs the greatest 
proportion (69%) of our employees. Altron Power, 
by comparison, employs 31%. The reduction in the 
Altron Corporate headcount from 2015 is due to the 
transfer of employees previously within the corporate 
head office into the group’s shared services division 
within Altron TMT.

Core skills and talent management
Altron continues to invest in the skills and development 
of its people through training opportunities and 
deliberate and ongoing performance feedback. 

Our skills requirements vary across our divisions, but 
in the technology areas in which we are focusing in 
the future, our priority is on the core skills pertinent 
to our various operational needs and objectives. 
We recruit new talent based on – among other things 
– their experience in these areas. 

Employee skill levels are continually upgraded 
through a variety of skills development interventions 
as technology changes dictate. This is largely 
accomplished through the Bill Venter Academy. 
The academy is managed through Bytes People 
Solutions and focuses on four strategic areas:

• Management and leadership development

• Sales enablement

• Customer service

• Scarce and specialised skills

These areas each contain a number of programmes 
designed to meet the strategic development needs 
of the group. In 2016, 93 employees attended 
programmes run by the academy to develop skills in 
a wide array of areas considered core to the business. 
Sixty-five employees will be graduating from the 
academy in May 2016.

In addition to the academy, all businesses within 
Altron offer bursaries to encourage promising 
individuals to pursue studies in areas of critical yet 
scarce skills. Recipients are placed within these 
businesses upon completion of their studies, affording 
them the opportunity to put their skills to practice. 
Altron provided 44 such bursaries in 2016 at a cost of 
R1,5 million. 

On average, each full-time permanent employee in 
South Africa received 135 hours of training in 2016 at 
an average cost of R7 215.

Attraction and retention of talent
Even amidst a challenging period for the group its 
employees remain loyal to the organisation. Overall 
employee turnover at a group level was 1,9%, up from 
1,6% in 2015. We believe this marginal increase 
to be due to organisational changes in a number of 
businesses within the group. 

Compensation is also an important aspect to 
attracting and retaining key talent as well as 

Human resources
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managing performance. In order to ensure our 

continued competitiveness in the battle for talent, 

Altron and its businesses conduct annual salary 

benchmark exercises against the Deloitte IT and 

executive salary surveys. In most areas we meet our 

objective of compensating at the 50th percentile for 

the general workforce and between the 50th and 75th 

percentiles for executives and employees possessing 

specialist skills. 

Salary increases are CPI-linked. In 2016 the group 

gave an average 6% raise to its employees. 

Whereas stock options have been a long-standing 

component of incentivising management performance, 

the sharp decline in Altron’s share price has reduced 

the efficacy of this incentive. However, despite this, 

top management has largely remained in-seat during 

the year. 

Health, safety and wellness
Our most significant health and safety risks are related 

to our manufacturing operations, primarily within 

Altron Power. Nevertheless, we take the responsibility 

to safeguard our employees’ well-being seriously 

across the group. This is because maintaining a safe, 

healthy workforce enables our employees – and 

therefore our businesses – to meet their full potential 

with fewer absences.

All permanent employees are members of a medical 

aid programme that gives them access to a variety 

of benefits designed to prevent and manage a range 

of serious illnesses and diseases including HIV/

Aids and tuberculosis. Many of our operations offer 

employees health risk assessments and lifestyle 

coaching through annual wellness days. 

Within the manufacturing environment, four 

operations (Aberdare Cables, Powertech Batteries, 

Powertech Systems Integrators and Powertech 

Transformers) are OHSAS 18001 certified.

Although any injury on duty is regrettable, we are 

pleased that the number declined from 96 in 2015 to 

86 this year. We do, however, sincerely regret having 

to report the passing away of Mr Bonginkosi Clement 

Masondo, a technician employed by Bytes Managed 

Solutions, whilst he was performing work on duty. 

We extend our heartfelt condolences to his family and 

colleagues.

Looking ahead
In a cost-savings environment, scaling back 
investment in employees can be tempting, 
but doing so would run contrary to our need 
to preserve a highly skilled and innovative 
workforce equipped to deliver on our strategic 
objectives. 

In the coming year the academy will realign 
some of its programmes to complement our 
business strategy.

Company culture

Business context
An engaged workforce is a stable and productive 
one. We are committed to providing an 
environment that is conducive to delivery and 
founded on the values that drive our business. 
Although the group is comprised of many 
businesses, our aim is to unite these under One 
Company Culture. However, our poor results 
and uncertainty within certain businesses have 
created a challenge to achieving this during 
the year.

Our performance
Altron has long valued and encouraged an 
entrepreneurial working environment in which 
employees are empowered to innovate. This spirit 
sparked the company’s inception and remains evident 
in the workforce today. 

As our businesses come together under the brand 
proposition of “United we grow”, we are conscious 
of the importance of unifying our workforce under 
a single shared vision and culture. This transition takes 
time because, in many cases, the businesses have 
evolved independently over decades. With the creation 
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HUMAN CAPITAL • Continued

Engagement
We engage with our employees through a variety of 
events, internal newsletters, and publications and 
communiqués. In addition, we conducted a group-
wide social and ethics survey during the year to 
gauge employee perceptions about the company. 
While findings on most aspects trended marginally 
downward, they nevertheless reflected a workforce 
that is generally aware of Altron’s code of ethics, 
policies and channels for reporting misconduct. 
Almost three-quarters (74% of respondents) are 
comfortable with the ethical culture of the group. 

Reducing our workforce
Maintaining employee morale can present a 
challenge during the sale or closure of non-core 
operations. We are communicating candidly as soon 
as information is in the public domain in an effort to 
respect employees’ interests. 

Following the announcement of the Altech Autopage 
sale, for example, the group ensured the continued 
loyalty of the business’ workforce for the remaining 
10 – 12 months before the sale by guaranteeing 
all jobs for that duration, ensuring that employees 
received a fair retrenchment package, paying a 
retention bonus upon conclusion of the transaction 
and assisting staff in finding new roles. This included 
logging all employees onto a recruitment portal where 
they have access to multiple recruiting agencies 
and opportunities. Employees were also given the 
opportunity to strengthen their skills through a 
training portal. Certain subsets of the workforce were 
offered employment elsewhere in the group or at 

external organisations. All call centre staff were given 
the opportunity for redeployment with Bytes People 
Solutions and another company expressed interest in 
hiring Altech Autopage’s credit controllers. Ultimately, 
of the 403 employees of Altech Autopage at the time 
the sale was announced, we expect that fewer than 
300 will be unemployed by the point of its conclusion.

The same principles have applied elsewhere in the 
group as operations are closed or sold. Not all sales 
will result in job loss, however. Following the sale 
of Aberdare Cables, for example, all employees are 
expected to transition over to the new ownership. 

Labour relations
As at year-end, 15% of our total workforce was 
unionised and this was heavily concentrated in the 
manufacturing environments, including Altech UEC, 
Arrow Altech Distribution and Altron Power. The 
National Union of Metalworkers of South Africa 
(NUMSA), is the most predominant union, with 
1 320 members (74% of the total unionised workforce). 
Other unions with bargaining rights include Federal 
Council of Retail and Allied Workers (FEDCRAW), 
Metal and Electrical Workers Union of South Africa 
(MEWUSA), South African Equity Workers Association 
(SAEWA), Solidarity and United Association 
of South Africa (UASA). 

Altron is part of the Steel and Engineering Industries 
Federation of Southern Africa (SEIFSA) bargaining 
council that consists of over 400 employers. During 
wage negotiations our employees occasionally go 
on strike as part of a broader exercise for reasons 
outside of our control. 

November strikes at Aberdare Cables, however, were 
a different matter. Driven by a local union organiser, 
these unprotected strikes related to a range of disputed 
issues and were successfully converted into a lockout. 
Within two weeks the majority of workers had returned 
to work with minimal impact to the company. 

Looking ahead
In the coming year Altron will continue to 
support employees affected by the business 
rationalisation and refocus. Our aim is 
to redeploy individuals within the group, 
where possible, and offer opportunities for 
professional development that will help them to 
find employment.

ALTRON INTEGRATED ANNUAL REPORT 2016
OUR PERFORMANCE

The Altron TMT 5+1 way
• Customer focus

• Accountability

• Innovation

• Results- and achievement-orientated

• People focus

• Collaboration

of Altron TMT, however, the telecommunications and 
multimedia and electronics division (Altech) and the 
information technology division (Bytes) have been 
integrated, under a common “5+1” values system that 
underpin the way we do business. 
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OUR PERFORMANCE

prODuCTS AND 
SErVICES

Highlights
• Investment in r&D continues, with 

r163 million in capital and operational 
expenditure in 2016

• Six patents filed during the year

Challenges
• Some of the greatest opportunities (i.e. 

virtualisation) can also be our greatest risks, 
and are challenging to navigate

Material issues
Altron aims to deliver innovative products and services to its customers by offering end-to-end solutions that 
draw on the collective strength of our businesses. Doing so gives us a unique understanding of the market 
and is an important source of competitive advantage. However, maintaining this advantage requires that we 
stay at the forefront of technology, anticipating disruptive trends and opportunities, and adapting to our ever-
shifting operating environment. 

We aim to achieve this through investment in the two most material issues: innovation and research and 
development (R&D), and our product and service offerings.
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Feedback on 2015/16 commitments

Commitment Feedback Goals for 2016/17
Pursue delivery of cloud-based 
services.

Altron TMT is partnering with 
leading technology companies in 
cloud-based solutions in order 
to both deliver these services to 
clients and to move many of its 
own applications to the cloud.

All shared services applications 
to be housed within the cloud and 
continue to transition our own 
applications to cloud hosting.

Launch cloud-based services to our 
customers.

Leverage the best-of-breed 
technologies with Altron TMT’s 
strong capability of systems 
integration.

Multiple new international 
partnerships signed in Altron TMT 
including Tableau Software, 
Microsoft Azure and others.

Continue to foster partnerships with 
global OEMs, applying their best-of-
breed solutions to derive benefit for 
our customers.

Continue to manage existing 
valuable partnerships while seeking 
new opportunities.

Finalise a favourable solution for 
the Altech Node.

During the year, due to lower- 
than-anticipated uptake in 
the South African market, a 
decision was made to close the 
Altech Node.

Although the Altech Node was 
closed some of the IP developed 
has been deployed elsewhere 
within the group.

ALTRON INTEGRATED ANNUAL REPORT 2016
OUR PERFORMANCE

Our approach
Intellectual property (IP) – the outcome of our investment in innovation – is at the crux of our strategy. It is 
therefore critical that we safeguard our investment through strident protection of our intellectual property 
rights (IPR). This includes registering patents, designs, domain names and trademarks. At group level our 
IPR is centrally managed and protected. This IPR portfolio management safeguards our ability to create value 
while mitigating the risk of encroaching on the IPR of other companies, or individuals, without paying the 
necessary royalties.

We build and develop our own IP or leverage that of our partners, depending on the circumstances and needs 
of the market and/or business. We are cognisant that our products, services and solutions follow a maturity 
life cycle, from early growth stages, to maturity and eventual decline. It is therefore important that we 
prioritise investment in organic and inorganic growth according to the stage of maturity and that we maintain 
and invest in a pipeline of promising growth-stage businesses.

PRODUCTS AND SERVICES • Continued
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Our performance
While the group remains financially constrained 
it nevertheless continues to invest in building 
its intellectual property in order to maintain its 
competitive advantage. In 2016 the group’s R&D 
expenditure was R163 million, down from R227 million 
in 2015. This enabled Altron and its companies to file 
six patents (2015: 11).

Our centralised IPR management function oversees 
both our institutional IP (including formal patents 
and trademarks), as well as the non-institutional IP 
encompassing developments that are not necessarily 
protectable but valuable nonetheless. For example, 
during the year we refreshed the software for a 
number of our key products.

The group’s most significant investment in innovation 
and technology lies with the Altron TMT businesses 
that are focused on delivering technological solutions 
to customers. Research is evident, for example, 
within Altech Netstar into new adjacent products and 
services. These include the roll-out fleet management 

solutions, over and above the traditional, now 

commoditised, stolen vehicle and recovery services 

provided (SVR). In addition, we have been investing in 

technology to convert communication systems from 

analogue to digital in the radio environment through 

Altech Radio Holdings. 

Within our multimedia business we invest 

approximately R50 million each year to remain 

current and to protect our position as market leader. 

During the year under review we are pleased to have 

delivered new technology developments around 

compressed signal and higher definition. High-

definition (4K) TV signals are now delivered through 

high-efficiency video coding (HECV) technology over 

satellites, enabling more cost-effective delivery of 

content for our clients.

The information technology division has continued 

to invest in its ambition to represent “the world’s 

number one” companies and this approach is bearing 

fruit. For example, Bytes UK, the top cloud-licensing 

partner in the UK, has taken more companies into the 

cloud than anyone else in that market. Its approach 

of building or buying local solutions has enabled 

this and to date most of its local acquisitions have 

been intended to build the business’s IP. Similarly, 

the acquisition of Delter IT Services during the year 

is expected to enhance Altech NuPay’s offering 

by helping micro lenders grow and manage loan 

applicants. This is anticipated to add value for our 

customers and improve retention for the business. 

In 2015, the Altron TMT investment committee 

approved a project to redevelop the information 

technology division’s municipal enterprise resource 

planning offering, SAMRAS. This project has now 

been completed with the final enhanced product now 

compliant to the Department of National Treasury’s 

Standard Chart of Accounts (SCOA) and cloud-ready.

Business context
Many of the sectors in which we compete are 
characterised by frequent – and potentially 
disruptive – technological advances. Many of 
Altron’s companies have competed in these 
fast-paced, innovative environments for decades 
and are well suited to deliver on the demands of 
their customers. However, there is no room for 
complacency and we are conscious that we need 
to continually evolve and improve our products 
and services or risk their becoming rapidly 
obsolete. 

Innovation and research and 
development
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Looking ahead
In the coming year we expect to continue our investment in building and maintaining market leadership in 
innovative products and services. Altech Netstar, for example, expects to continue its R30 million annual R&D 
expenditure to further strengthen its position as the technology leader in the tracking, telematics and fleet 
management industries. 

The telecommunications and multimedia and electronics division’s strategy going forward is to use relevant 
technology to benefit its customers by creating efficiencies for them, reducing their costs and making their 
businesses better so that they can grow and prosper. R&D will continue to be an important enabler of this, as 
will the commitment of our people and the spirit of innovation throughout the group. Our investment in organic 
and inorganic growth will be focused on businesses in the growth stages of their maturity cycle, reigniting our 
incubation function.

As we help our clients make the transition to the cloud, we also hope to migrate a number of our own 
applications, modernising our delivery models and improving our geographic reach. We also expect to focus 
on developing customer relationship management and business intelligence analytics as well as capturing 
adjacencies related to the internet of things and big data analytics. 

Although not much R&D takes place within the information technology division itself, continued improvements 
in service delivery and solutions remain essential. R&D is predominantly carried out by our technology partners, 
and implemented with our contribution, experience and services. 

Product and service offerings
Rethinking business as usual
Two important themes are shaping, and rapidly 
changing, the way we deliver solutions to our 
customers: 

Digitisation: The process of migrating analogue 
technologies to digital improves the functionality, 
stability and accessibility of computing and storage. 
One benefit of this is the virtualisation of data and 
applications from on-site storage and processing 
to off-site (“the cloud”). This allows clients to 
focus more on their business while spending less 
resources maintaining their IT infrastructure.

New operating and delivery models: The IT 
sector is rapidly changing, bringing the advent 
of new operating and delivery models such as 
“as-a-service”. In this model clients pay per 
transaction for services, rather than a once-off fee 
for ownership of a product. This converts once-
off income into more predictable ongoing revenue 
and gives customers access to technical support 
and the latest technology.

Business context
Altron’s portfolio of 25 businesses enables 
it to provide end-to-end tailor-made solutions 
to meet almost any customer need. But breadth 
alone isn’t enough to capture market share; it is 
essential that we remain abreast of changing 
demands and deliver in a manner that exceeds 
customer expectations. The quality of our 
product and service offerings is critical in this 
regard.

Our performance
Our focus during the year was to stabilise the 
business by capturing the adjacencies of our existing 
businesses. This means extending the reach of 
our product and service portfolio along the various 
value chains in which we operate by finding new 
markets or uses for our existing or slightly adapted 
solutions. In our current capital-constrained 
environment it is particularly important that we 
pursue opportunities that are less capital-intensive, 
lower-risk and higher-margin. 

ALTRON INTEGRATED ANNUAL REPORT 2016
OUR PERFORMANCE
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Capturing adjacencies
An example of this lies in Altech Netstar, our vehicle 
tracking and recovery, fleet management and 
telematics business. In a largely stagnant sector, 
Altech Netstar has acquired FleetPro and Pinpoint 
Communications. We expect to leverage these 
competitor firms’ IPR in our fleets business and use 
their footprint to access the Australian market. 

From its foundation of vehicle tracking and recovery, 
Altech Netstar has expanded into fleet management 
services and telematics. This line of business is 
founded on similar technology and capabilities and 
provides a higher-margin, lower-risk source of 
revenue with better customer retention. Furthermore, 
the fleet business provides excellent opportunity for 
cross-selling other Altron products and services.

Ensuring quality
Maintaining consistently high standards of quality 
is imperative for the group. In the manufacturing 
environments this means producing our products 
without flaw. Within the technology space quality 
relates to the stability, capabilities and “fit” of our 
solutions. It also means delivering services on time 
and to customer expectations and requirements. 

In Altron Power maintaining quality requires the 
continued commitment of our employees. This can 
be challenging following the announcement of the 
sale or closure of operations and the dip in morale 
that often comes as a result. We have endeavoured 
to communicate openly with our staff in these 
instances and have put incentives in place to maintain 
commitment to quality. 

In 2016, 11 companies in the group continued to align 
their operations with the ISO 9001 quality management 
standards to formalise control of quality. At year-
end the business had two audits conducted without 
any findings. For detail on our certifications, see our 
corporate data table at www.altron.com/IAR2016.

Closing the Altech Node
In 2015, Altech launched the Altech Node after one 
year and approximately R100 million invested in its 
research and development. The product – the result 
of collaboration between eight Altron companies – 
incorporated sophisticated technology to deliver the 
world’s first fully converged home gateway console. 
This meant that South African consumers could 
subscribe to entertainment, sports and business 

content, internet access, and wireless smart home 
solutions. Furthermore, the Altech Node enabled 
smart TV and smart home functionalities that allowed 
users to control home appliances using Altech Node-
branded Smart Plugs. Unfortunately the economic 
and competitive environments continued to trend in an 
unfavourable manner to a degree that we ultimately 
took the decision to close the product. While the 
decision was a disappointing one we retained 
the technology for future use in our multimedia 
business.

Looking ahead
In the coming year Altron plans to complete 
its transition away from the manufacturing 
environment. This will entail the sale of the 
remaining Altron Power businesses to reduce debt 
levels and refocus the business. Our new portfolio 
of products and services will be more technology 
aligned and R&D will therefore be more important 
than ever. 

Digitalisation is expected to present both great 
opportunity and risk for Altron, and will be a 
significant source of disruption in the broader 
business environment. The information technology 
division will need to play an important role in 
helping clients migrate to the cloud while carefully 
balancing the digitalisation of our product and 
service portfolio as well as our own internal 
systems.

As South Africa strives for digital inclusion, 
supporting the roll-out of major broadband 
networks and infrastructure will be an important 
source of growth for Altron. This will require 
investment in the right technology and partnerships 
to deliver cost-effective and innovative solutions. 

We are also continuing our support of financial 
technology (fintech) companies through the well-
established relationships we have with the banking 
industry.

The group also expects to take a “back-to-basics” 
approach in 2016, focusing on satisfying our 
customers, eradicating inefficiencies and using 
technology to improve productivity.
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EXTErNAL 
rELATIONSHIpS

Highlights
• relationships with customers remain strong

• Our environmental footprint is improving, 
with carbon emissions, water consumption 
and waste sent to landfill declining from the 
previous year

• International OEM partnerships continue to 
be a source of competitive advantage

Challenges
• Doing business with the public sector can 

be lucrative, but has presented challenges 
related to corruption, long lead times and 
unpredictability

• Maintaining investor confidence has been 
difficult amid significant underperformance

ALTRON INTEGRATED ANNUAL REPORT 2016
OUR PERFORMANCE

Material issues
In our rapidly evolving markets, relationships with key external stakeholders help us to gain access to 
opportunities, mitigate risk and provide the products, services and solutions our customers require. 
Maintaining relations with investors, clients and customers, government and parastatals, strategic partners 
and suppliers are therefore essential. Limiting the environmental impact of our operations is also important 
in retaining our reputation as a good corporate citizen. 
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Our approach
Altron and its businesses depend on their relationships with various external stakeholders in order to meet 
their obligations and operate smoothly. These are managed at both a group and business level as required, 
with ultimate accountability as follows:

External stakeholder relationship accountability

Clients and customers All businesses and employees, taking lead from the CE and management

Investors Altron Exco, CFO, group secretarial, investor relations 

Government and parastatals Key account executives

Strategic partners CTO/CSO, business management

Suppliers Group procurement

Environment Group sustainability

Input gathered from these external relationships is considered in combination with feedback from our internal 
stakeholders – our employees – when establishing strategy and making other key decisions.

Feedback on 2015/16 commitments

Commitment Feedback Goals for 2016/17
Key account managers will 
continue to build relationships with 
customers and ensure businesses 
develop or acquire the product 
process service solutions to meet 
their requirements.

Priority accounts are led 
by managing directors and 
operations with key account 
executives to engage with key 
customers and grow opportunities 
for up- and cross-selling.

Following a white space analysis 
undertaken in 2016 we hope to 
align our products and services to 
strategic areas of importance with 
existing clients, filling previously 
underserved gaps.

Limit reliance on large customers 
by diversifying customer base.

Key customer concentration 
remains a concern.

Diversify into adjacent technologies 
within suite of products and 
services. This will include taking a 
new approach to business, delivery 
and commercial models.

Capture the spend data, based 
on spend parameters into the 
environmental data system, along 
with other environmental footprint 
data, taking into consideration 
facilities that are leased where this 
data may not be available.

Capturing of spend data 
continues; however, where 
premises are leased it remains 
difficult to obtain sufficient 
detail on all aspects related to 
environmental footprinting from 
the landlord.

Attempts to capture spending data 
will continue, together with other 
environmental data required for 
environmental footprinting.

We will introduce new three-year 
environmental reduction targets in 
2015 for realisation in 2018.

During the year new 
environmental reduction targets 
were agreed to for the period 
2015 – 2018.

Reporting against and monitoring of 
reduction targets to continue during 
the year in line with the group’s new 
scope and boundaries after disposal 
of manufacturing operations.
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Feedback on 2015/16 commitments

Commitment Feedback Goals for 2016/17
The waste strategy will be rolled 
out across the group’s operations. 
We are using the outcome of the 
waste management audit to refine 
our baseline measures for our next 
three-year waste reduction targets 
and group-wide initiatives.

Waste reduction targets for 
municipal waste sent to landfill 
have been set and monthly 
reporting continues. This will 
cover the period 2015 – 2018.

Reporting against and monitoring of 
reduction targets to continue during 
the year.

As part of the supply chain 
strategy the group will consider 
the identified areas of risks 
and opportunities and look at 
the feasibility of engaging with 
key stakeholders within our 
value chain.

The group continues to review 
potential aspects of risk and 
opportunity within its value chain 
and address compliance with 
regulation and legislation, such 
as the UK Modern Slavery Act.

Value chain and supply chain risk 
and opportunities to be monitored.

EXTERNAL RELATIONSHIPS • Continued

Clients and customers

Business context
Our clients and customers are the key drivers of 
our business. They are as diverse as the products 
and services we provide, ranging from private 
individuals to large multinational corporations 
and government bodies. We strive to meet their 
various needs through our products, services 
and solutions. 

To this end Altron TMT’s sales force has been through 
a process of multiskilling during the year. Workshops 
focusing on the banking and retail sectors helped 
to ensure alignment with customer priorities and 
prepared staff to support customers through cross-
selling and up-selling the products best suited to their 
unique circumstances. 

The key account executive (KAE) plan, now in its 
second full year, assigns dedicated account executives 
to priority clients within a particular sector, providing 
a single point of entry to the group and ensuring 
that the relationship is maintained through regular 
engagement. In 2016 we saw good growth within these 
targeted accounts. We also had some challenges 
in a few accounts based on evolving customer 
requirements but the team is actively addressing 
these areas in order to drive growth and increase our 
relevance in these accounts. Overall, revenue from the 
16 targeted strategic accounts grew by 8% from 2015.

The focus of the KAE programme continues to align 
around “white space” engagements – opportunities 
to provide additional products or services to strategic 
accounts – while retaining and growing existing 
business. In 2016 the KAE and Altron executives met 
with the majority of CIOs and IT executives within 

Our performance
An important outcome envisaged in the rationalisation 

of the business is our ability to present a more unified, 

holistic front to our customers and clients. As the silos 

between our continuing operations are broken down 

and the spirit of collaboration developed, we are well 

positioned to deliver end-to-end solutions that address 

our clients’ needs more holistically. For example, 

within the financial sector our businesses are 

servicing a significant portion of the technology value 

chain of a number of banks. 
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the targeted accounts. This provided us with a more 
comprehensive understanding of the technologies and 
services that our customers will be investing in over 
the next few years. 

The telecommunications and multimedia and 
electronics division gauges its customers’ satisfaction 
rates through calls and surveys. As a result of its 
client-centric philosophy the division received few 
complaints during the year. In addition, customers 
have direct access to the division’s operations 
executive if they feel that their experience with the 
business has not lived up to expectations. 

Bytes Systems Integration implemented a deal team 
methodology to close contracts during the year. 
Led by a single person, each team draws on the 
competencies of their colleagues as required and 
communicates on a regular basis in mission-directive 
work. These formalised procedures and structures 
have strengthened the business’s ability to close deals 
during the year.

The information technology division gauges client 
satisfaction via independent customer surveys as 
well as constant monitoring and customer feedback, 
particularly regarding the level of service achieved 
against expectations. The division found that many 
of the same pressures it faced are also being 
experienced by its clients. As they evolve in line with 
this dynamic environment it is essential that we 
anticipate their changing needs and demonstrate our 
continued relevance and value. It is also important 
that we maintain our relationship with the client even 
as the key points of contact change. 

The nature of Altron Power’s commoditised and highly 
competitive market means that customer service 
is particularly important. This means meeting their 
expectations, particularly in terms of delivering the 
right products to the required quality at a reasonable 
price. During the year, Altron Power maintained 
strong relationships with its large private customers. 
For more on how the division and the rest of the group 
engaged with the public sector, see Government and 
parastatals.

Looking ahead
Building on the lessons learnt in 2016, the 
information technology division intends to 
increase its focus on improving account 
management competencies and strengthening 
client relationships in the coming year. With the 
implementation of the shared services model, we 
expect that a moderate amount of administrative 
burden will be lifted from our executives, thereby 
freeing up additional resources to invest in these 
relationships. Our approach is to become a partner 
to our customers by embracing the same goals, 
priorities, timelines and expectations.

In the coming year we will pursue new partnerships 
to enable delivery of cloud services, big data 
analytics and data visualisation to our customers. 
As our KAE programme bears fruit we expect to see 
year-on-year growth within our strategic accounts.

Investors

Business context
Altron represents all its subsidiaries on the 
JSE Limited (JSE), where it has been listed 
since 1979. While the Venter family remains 
significantly invested, with 56% control, there are 
a number of external investors. These include 
individuals, retirement funds, mutual funds, 
banks and other organisations.

Investor relations are managed primarily through 
the office of the CE, the CFO and company 
secretary. Support functions are also provided 
through the shared services lead for marketing 
and communications. However, it falls on all our 
employees, particularly management, to ensure 
that we create value for our shareholders. 
Beyond this, it is important that investors and 
possible investors have confidence in the Altron 
group and its future sustainability. 
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Our performance
We are committed to transparent communication 
that provides our investors with the information 
they need to make informed decisions. This is 
particularly important during this period of change, 
where significant transactions have been undertaken 
with unprecedented frequency and the very nature 
of the group has rapidly evolved. We communicate 
with shareholders and investors through our results 
presentations, roadshows, quarterly reporting as well 
as company visits to provide our current and potential 
investors a behind-the-scenes look at our operations.

During the year the group issued a number of 
announcements that warned shareholders that Altron 
expected a considerable drop in profits, particularly 
in some areas of its business. This has dented 
shareholder confidence in the business and as a 
result it had a significant impact on our share price. 

While business with public entities can be lucrative, 
it also comes with some challenges. Long lead times, 
indecision and corruption can present obstacles to 
securing contracts and delivering them profitably. 
For example, the indecisive and delayed migration 
from analogue to digital terrestrial television (DTT), 
paired with significantly depressed demand for 
set-top boxes has significantly impacted Altron’s 
multimedia business, resulting in a shortage of 
orders in its factory. This, in turn, drove the company 
to a R237 million loss for the year, and with the 
factory running at an average of 20% utilisation, it 
necessitated the downscaling of its manufacturing 
environment and the regretful retrenchment of 
employees at the Mount Edgecombe factory over 
the past two years. This unfortunately also led to the 
closure or reduction of our international operations 
within the Altech Multimedia fold. We have reduced 
our future exposure to further DTT delays by moving 
into adjacent products such as the manufacturing of 
lotto machines, which are characterised by similar 
technological requirements to the set-top boxes. 

Frequent turnover in key roles within government 
make it challenging for key account managers to 
establish relationships and continue discussions 
around product and service offerings with the relevant 
individuals. 

The government also represents great opportunity 
for the group and we are proud to support its agenda 
of increasing digital enablement of South African 
citizens through the roll-out of broadband networks. 
Our delivery of the Gauteng broadband network 
during the year continued to be executed successfully 
by our Altech Radio Holdings business. Building and 
maintaining this network over the coming three years 
will secure approximately R400 million for the group 
and will establish the foundation of broadband 
technology for government departments, schools, 
hospitals and other important institutions. 

Within the information technology division, we have 
made a concerted effort to focus on government 
as a client, as public sector spending represents 
approximately 35% of the IT industry in South Africa. 
During the year Bytes Document Solutions won 
several lines on a significant tender for the supply, 
delivery, installation, commissioning and maintenance 
of office equipment and labour-saving devices to 
the South African Government. This should see the 
business extend its deployments of multifunctional 
devices to all government departments.

Looking ahead
We are confident that our efforts to refocus the 
business will bear fruit. Preserving and growing 
shareholder value is our top priority and we hope 
to return the business to its former strength in the 
near term.

Government and parastatals

Business context
Government remains South Africa’s biggest 
investor in infrastructure. As such, the public 
sector and its parastatal entities represent a 
significant source of business for the group 
and its companies. This is particularly so 
within all the businesses; however, within 
the telecommunications and multimedia and 
electronics division, the public sector also plays 
an influential role as a regulator.

Our performance
Altron continues to build and strengthen its 
relationship with local, municipal and national 
governments as well as parastatal entities. Combined, 
these organisations represent the group’s biggest 
source of revenue, totalling more than R2 billion in 
2016 (R700 million from the telecommunications and 
multimedia and electronics division, R309 million from 
the information technology division and approximately 
R1 billion from Altron Power). 
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Our performance
Strategic partnerships and joint ventures with international suppliers and original equipment manufacturers 
(OEM) remain an important part of how we do business. In the transition to a solely technology focused business, 
these partnerships are becoming even more critical as they give us access to the latest innovations. This, in turn, 
helps us to meet customer requirements as they rapidly evolve.

Our relationships with strategic partners are given high priority within the group, and are nurtured by senior 
leaders – including our chief executive – as relevant.

The most significant of these include the following:

Division Strategic partner Description

Altron  
TMT

Huawei Our relationship with Huawei allows us to sell the companies’ products and 
services and provide aftersales support to customers throughout southern and 
east Africa.

Xerox Bytes Document Solutions’ agreement with Xerox guarantees that it is the sole 
distributor in sub-Saharan Africa until 2022.

NCR With a partnership that spans more than 40 years through Bytes Managed 
Solutions, NCR products have been rolled out and localised in the majority of 
South Africa’s financial and retail sectors.

Dell Bytes Managed Solutions provides all Dell’s (and other well-known brands) 
support services and undertakes all the company’s warranty work in South Africa.

Microsoft In 2016 Bytes Cloud Services, a division of Bytes Software Services (UK), was 
appointed as one of the UK’s number one cloud implementation and licensing 
partners for Microsoft in the UK.

Altron  
power

General Electric Powertech Systems Integrators (PTSI) is the largest value-added reseller for 
GE Grid Solutions in Africa.

Hengtong With the retention of an effective 17,5% shareholding in Aberdare Cables for a 
minimum of two years, Altron Power will operate in a joint venture with Hengtong, 
the fourth-largest manufacturer of power and fibre optic cable in China. 

Looking ahead
In the coming years we look forward to working 
closely with our government partners in rolling 
out the broadband networks. While these 
long-term contracts represent significant 
growth opportunities for the group we are also 
cognisant of the need to diversify our client base 
in other areas of our business. 

Strategic partnerships

Business context
Through our long-standing relationships with 
both local and international partners, Altron 
is able to gain access to high-quality products, 
services and intellectual property. This, in turn, 
enables us to deliver superior solutions to our 
customers. 
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Among other benefits, our strategic partnerships give 
us access to the outcome of our partners’ research 
and development. In our current capital-constrained 
environment this enables us to remain competitive 
in a more cost-effective manner. In turn, we are 
able to lend our capabilities to the application and 
implementation of these technologies.

Within Altron TMT the greatest procurement 
requirement is the leading technology and products 
that it adapts and bundles to meet customer needs. 
In addition, its manufacturing operations within 
Altech UEC also source components for use in 
production. Continuity and quality of supply are 
essential factors in our ability to deliver products on 
time and to the requisite specifications. The division 
therefore evaluates and monitors its suppliers closely 
to proactively avoid potential threats to production.

Altron Power’s requirements differ from those of the 
Altron TMT businesses in that they are predominantly 
raw material inputs for various manufacturing 
processes. These often require long lead times, 
necessitating careful supply chain management and 
production planning. 

Procurement is among the functions that have 
been migrated to a shared services model amid 
our rationalisation programme. In doing so, we are 
achieving notable efficiencies for our non-strategic 
procurement needs while nevertheless maintaining 
a degree of flexibility for the specific procurement 
needs that require specialist suppliers. 

Over the course of our 2016 financial year 
the South African rand declined significantly, losing 
26% of its value against the US dollar. This was felt 
acutely by the group in its procurement activities as 
many of the materials, components and technologies 
are sourced from overseas. Altron Power, for example, 
sources metals that are linked to the London Metal 
Exchange and priced in US dollars. This has had a 
significant impact in areas such as Aberdare Cables 
for copper and aluminium, and Powertech Batteries, 
which requires lead. 

Looking ahead
We recognise that our partners are pursuing 
priorities and paths of their own. In this dynamic 
environment it will be essential that we co-evolve 
with our strategic partners in order to continue 
to deliver value both to them and our customers. 
Doing so will require a solid foundation of 
communication, trust and collaboration.

Suppliers

Business context
Although we represent a number of technology 
partnerships we continue to engage with a 
significant base of non-strategic suppliers across 
the group. These suppliers remain critical to our 
ability to fulfil our obligations to our customers 
and clients.

Our performance
Our group supply chain strategy is built around 
engagement on Altron’s four value drivers. The group 
procurement lead maintains ongoing structured 
dialogue with suppliers on these aspects in order to 
gain economies of scale and consolidate suppliers 
where appropriate. This serves to control procurement 
costs while ensuring that quality and service levels are 
not compromised. 

Furthermore, we have developed a supply chain 
framework to maintain business continuity and 
manage potential risks within the group’s value 
chain. This framework is based on three pillars: 
managing business risks and opportunities; realising 
efficiencies; and creating sustainable products, 
all within the backdrop of our four sustainable 
business strategy value drivers.

Looking ahead
In the coming year, as the group completes its 
transition out of the manufacturing environment, 
we expect our procurement profile to shift 
substantially away from commodities in favour 
of more value-adding technology and products. 
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Environmental management

Business context
The primary source of Altron’s environmental 
impact – particularly with regard to electricity, 
water and waste – is from our manufacturing 
operations within Altron Power. Improving these 
impacts is important to the group, not only to 
“do the right thing” as a good corporate citizen, 
but also because more efficient use of natural 
resources can be a significant source of cost 
savings and risk mitigation.

Energy and emission management
Altron’s total carbon footprint (encompassing scopes 
one, two and three emissions), declined 11% to 
142 203 tonnes carbon dioxide equivalent (tCO2e) 
(2015: 159 935 tCO2e). Scope two emissions (derived 
from electricity purchased), particularly from our 
manufacturing operations in Altron Power, continue 
to represent the greatest proportion (76%) of our total 
emissions. The group consumed 124 221 MWh during 
the year, down 8% from 134 934 MWh in 2015. Of this, 
81% (100 209 MWh) was consumed by Altron Power. 

The reduction comes as a result of a combination of 
factors. Energy- and cost-saving measures such as 
the installation of a photovoltaic solution at Powertech 
Systems Integration’s offices in Pretoria helped to 
reduce our footprint. The scaling back and closure 
of certain factories’ operations also meant that we 
consumed less electricity and therefore emitted less 
than in previous years. 

Overall the emissions per full-time employee 
decreased to 11,2 tCO2e (2015: 13,27 tCO2e), due 
to a combination of efficiency measures, reduced 
production in the manufacturing facilities and a 
13% increase in headcount within the Altron TMT 
operations.

With the discontinuation and/or disposal of the 
remaining manufacturing businesses over the coming 
year, we expect our carbon emissions to reduce 
substantially in the coming year. This will necessitate 
a review of our reduction targets going forward.

Our performance
2016 marked the first of three years under our 
second environmental plan. The plan was approved 
by the Altron executive management and runs from 
March 2015 to February 2018. It commits the group 
to reduction targets on greenhouse gas (GHG) 
emissions, water consumption and municipal waste 
sent to landfill.

As was the case in the previous three-year 
plan, the reduction targets form part of senior 
management’s performance bonus structure and are 
monitored on an annual basis.

Leading up to the UN Climate Change Conference in 
Paris (COP 21) Altron committed to report on climate 
change initiatives and impacts in its mainstream 
reports as part of its fiduciary duty. Furthermore, we 
also committed to responsible corporate engagement 
in climate policy.

Altron has again participated on a voluntary basis in 
the CDP’s climate change and water programmes, 
scoring 97C in this year’s climate change programme, 
up from 87B in the previous year.

Total GHG contribution by group 
company (tCO2e)

Altron Power
Altron TMT
Corporate

0,73

0,78

0,87

2016

2015

2014

108 33

115 44

119 45

’000
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Water management
More than three-quarters (74%) of the 409 909 kl 
water withdrawn by the group in 2016 was consumed 
by Altron Power. Total consumption declined 19% from 
2015 (507 283 kl), again due to reduction measures 
such as closing taps, identifying and repairing leaks, 
and decreased production and consolidation of 
facilities.

In the latter half of our 2016 financial year South Africa 
experienced water shortages as a result of a severe 
drought experienced across the country. Some of 
our manufacturing operations were impacted by the 
water restrictions; however, many processes rely on 
closed-loop systems in which water is recycled back 
into the system rather than discharged. This has 
helped to shield the operations from the full impact 
of the restrictions. 

Waste management
The group and its businesses are governed by 
South Africa’s Waste Management Act, No. 5 of 2008 
in its management and disposal of waste streams. 
We remain committed to recycling as much waste as 
possible, thereby limiting the amount that is sent to 
landfill. This also helps us to reduce waste disposal 
costs as outlined within our waste management 
policy statement available on our public website 
(http://www.altron.com/sustainability/our-reports). 

Our operations have initiatives in place to encourage 
our employees to dispose of paper, glass, plastic and 
electronic waste in dedicated recycling bins. In total 
the group recycled 5 299 tonnes of hazardous and 
non-hazardous waste during the year – 34% of all 
waste generated (15 607 tonnes). By comparison 
29% (4 486 tonnes) was sent to landfill. This is a 
97% increase from 2015 (2 276 tonnes) and can be 
attributed to improved record-keeping and reporting 
across the group.

The Powertech group’s battery recovery activities 
account for 99% of all hazardous waste generated in 
the group. 

Total water sourced by group company 
(kl)

Altron Power
Altron TMT
Corporate

2016

2015

2014
363 112

123 569
2 680

359 212
146 034

2 037

304 230
103 828

1 852

Total general and hazardous waste 
generated by group company (tonnes)

2016

2015

2014

14 690

12 233

10 012

880

1 227

2 148

36

34

29

Altron Power
Altron TMT
Corporate

General 
waste

Hazardous 
waste
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Looking ahead
The group’s commitment to exit the manufacturing sector will significantly impact its environmental impact 
going forward. These discontinued operations comprise in excess of 75% of the group’s current environmental 
footprint. While our impact will be significantly less our commitment to environmental initiatives will receive the 
same – or greater – focus going forward. 

Our reduction targets will have to be reviewed and aligned with the new structure of the group in the year 
ahead. In doing so consideration is being given to the Science Based Targets joint initiative by the CDP, the 
UN Global Compact (UNGC), the World Resources Institute (WRI) and World Wildlife Fund (WWF). This initiative 
provides guidance to companies to align their targets with the level of decarbonisation required to keep global 
temperature increase below two degrees Celsius compared to pre-industrial temperatures.

We believe that opportunity exists to focus our environmental efforts to align better to our industry peers. 
As such we will explore more relevant and appropriate metrics and indicators within the technology sector, 
whereas we previously applied generic indicators to obtain a common view across the group. Similarly, we will 
be focusing on addressing the most material aspects of our environmental footprint across the group’s value 
chain, including the impact of our supply chain as well as the delivery, use and disposal of products and services.

Board statement regarding the 
Altron integrated annual report
The board of directors (board) of Allied Electronics 
Corporation Limited, having been fully appraised of the 
sustainability issues contained in the 2016 integrated 
annual report and having applied its collective mind, 
hereby:

• acknowledges responsibility for ensuring the 
integrity of the integrated annual report;

• acknowledges responsibility for the preparation 
and presentation of the integrated annual report;

• agrees that the integrated annual report has been 
presented in accordance with the International 
Integrated Reporting Council’s International 
Integrated Reporting Framework V1.0; and

• believes that, to the best of its knowledge and 
belief, the integrated annual report addresses all 
material issues and fairly presents the integrated 
performance of the Altron group and its impacts. 

The board further records that the integrated annual 
report has been prepared in accordance with best 
practice and pursuant to the recommendations 
contained in the King Code of Governance Principles 
for South Africa 2009 (Principle 9.1) and that the 
disclosures have been reported on in terms of 
the Global Reporting Initiatives G4 Guidelines. 
The board approved the integrated annual report on 
27 May 2016 for release on or about 1 June 2016.

Certificate from the company 
secretaries
In terms of section 88(2)(e) of the Companies Act 
No. 71 of 2008, as amended, we certify that to the 
best of our knowledge and belief the company has 
lodged with the Companies and Intellectual Property 
Commission all such returns as are required of 
a public company in terms of the Companies Act 
No. 71 of 2008, as amended, in respect of the year 
ended 29 February 2016 and that all such returns are 
true, correct and up to date. 

Altron Management Services Proprietary Limited
Secretaries

Andrew Johnston
Group Company Secretary

27 May 2016
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