
Italtile is committed to satisfying the 

needs of its customers while delivering 

acceptable profit growth. The Group 

endeavours to create wealth for the 

benefit of all stakeholders.

Chairman’s statement
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Overview

In these testing economic times and in the context of 

a constantly evolving environment, retailers are 

compelled to remain contemporary and relevant to 

their customers. With 43 years of experience in this 

industry, Italtile recognises that its greatest challenge 

is to keep innovating and striving to ensure its offering 

is aspirational, accessible and affordable.

The period under review served as a vital opportunity 

to review the Group’s scorecard in terms of our 

performance versus our ambitions. Key to this process 

was to refocus our energy on honing our application 

of basic retail principles in order to deliver an 

unparalleled shopping experience to our customers. 

In this regard, we paid renewed attention to 

researching and understanding our customers’ 

desires better, and ensuring we had the right stock at 

the right time. We beauti!ed our stores and simpli!ed 

our customers’ buying decisions by creating intuitive 

solutions. To complement our customers’ aesthetic 

experience in our stores we invested in re!ning our 

technology, warehousing and logistics systems, 

aimed at creating a seamless shopping experience.

The common thread in making these strategic 

improvements possible is the people who staff the 

business. In this regard intensi!ed effort was directed 

at developing and leveraging this asset to its full 

potential. Nurturing human capital is a constant theme 

throughout this integrated annual report and illustrates 

management’s commitment to the subject.

The results reported by the Group for the period are 

representative of the success achieved in implementing 

the abovementioned initiatives.



Chairman’s statement continued

In line with global trends, trading and buying patterns 

continued to evolve as consumers started to favour 

online interactivity and more sophisticated in-store 

experiences.

Operations

South Africa

The Group’s improved results are derived 

predominantly from organic growth in the business. 

The retail operation reported increased revenue and 

pro!tability, and a gain in market share was recorded 

across the Group’s brands, Italtile Retail, CTM and 

TopT and across their respective merchandise 

categories. The Group’s supply chain, comprising 

Cedar Point, International Tap Distributors (ITD) and 

the Distribution Centre, also reported a solid 

performance, with ITD delivering record sales and 

pro!ts.

Robust growth was experienced in emerging and 

middle class market segments and further penetration 

of outlying and rural areas was achieved. In terms of 

regional performance, strong growth was reported in 

Limpopo, Mpumalanga and Gauteng, with improved 

performances in Botswana, Namibia, North West and 

Free State provinces. The coastal regions continue to 

underperform their inland counterparts.

Australia

The Group’s operation which comprises eight stores 

in Queensland and New South Wales, delivered a 

disappointing performance, with the business 

reporting a loss for the period. In context, the 

Australian operation contributes 6% to total Group 

revenue.

Trading environment

South Africa and Africa

Re"ecting similar trading conditions to those 

experienced in recent years, the building industry 

remained subdued with little investment in the sector; 

typical of a downturn in the economy, some activity 

was evident in the renovations market while the new 

build segment remained largely stagnant.

Sustained instability in global economies continued to 

force suppliers to seek new markets, and vast 

quantities of Chinese and European product entered 

the country in the review period.

Volatility in the market was exacerbated by aggressive 

price positioning and margin pressure. Further 

fragmentation of the industry was witnessed as 

industry participants down-sized and consolidated as 

unsustainable margins impacted their businesses.

Fashion and value remained the key drivers in this 

sector with increasingly more sophisticated consumers 

aspiring to international tastes.

Australia

The Australian economy featured a sluggish building 

sector and low consumer con!dence levels primarily 

due to increased borrowing costs and the 

implementation by Federal Government of new levies 

and taxes.

Widespread "ooding in Queensland badly impacted 

the local economy; additionally, Government funding 

and reconstruction work has to date failed to provide 

the anticipated stimulus needed by the industry.

A sustained in"ux of cheap imports continued to 

create trading volatility and margin pressure.
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Adding value

Italtile is committed to satisfying the needs of our 

customers while delivering acceptable pro!t growth; 

the Group endeavours to create wealth for the bene!t 

of all stakeholders.

During the review period R1 036 million was paid to 

suppliers for products and services, thereby creating 

opportunities for them to employ staff to meet the 

Group’s requirements. R140 million was paid by Italtile 

to employees in the form of salaries, incentives and 

bene!ts. These employees in turn supported their 

families, contributing to the economic activity of their 

communities and the broader economy. Some  

R155  million was paid in taxation, for the ultimate 

bene!t of all South Africans.

Corporate governance

In the prior year, Italtile presented its !rst integrated 

annual report. In the interim, substantial advancement 

has been made in terms of the Group’s overall 

application of King III, and a detailed analysis of this 

information is contained in the Corporate Governance 

report on page 42 of this document. In addition, a 

comprehensive enterprise risk management exercise 

was conducted during the review period, the results of 

which are incorporated in the Material Issues report on 

page 9.

We recognise that integrated reporting is a progressive 

process and every effort will be made to ensure we 

continue to raise our standard in this regard.

Intensi!ed market competition and an oversupply of 

cheap tiles served to squeeze margins. In response, 

management has elected to increase its range of 

European products which should restore margins and 

add "air to the range.

The business has also signed a deal with a retail 

partner to introduce carpets, natural wood and 

laminate boards into the stores, with the intention of 

promoting the operation’s ambition to be a 

comprehensive "oor covering specialist.

Management’s priority in the forthcoming period  

will be to contain overheads, and a strategic  

plan to restore pro!tability is being !nalised at  

present.

Results

The Group reported like-on-like system-wide turnover 

of R3,52 billion (2011: R3,02 billion) an increase of 

16%. Trading pro!t grew 17% to R523 million  

(2011: R448 million) notwithstanding the Group’s 

tactic to restrict price in"ation in the current competitive 

trading environment. Cash reserves improved 9% to 

R917 million (2011: R839 million), demonstrating the 

healthy cash generative nature of the business.

Dividend

The Board has approved a !nal dividend of 7 cents 

per share (2011: 6 cents), which together with the 

interim dividend of 7 cents per share (2011: 6 cents 

per share) amounts to a total dividend of 14 cents per 

share for the year (2011: 12 cents per share), an 

increase of 17%.

The dividend cover remains unchanged at three times.

Increase in trading profit

17%

Increase in system-wide turnover

16%
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Black Economic Empowerment (BEE)

Subsequent to the review period, Italtile’s BEE 

structure was revised with the exit of BEE shareholder, 

Arrow Creek, and the subsequent acquisition of that 

entity’s 24,6 million shares by the Foundation Trust,  

a registered public bene!t organisation, in accordance 

with the Group’s policy that the former Arrow Creek 

shareholding continue to be held by a BEE entity.  The 

general meeting approving the transaction was held 

on 14 August 2012.

Eighty !ve per cent of all distributions made by the 

Trust will be for the bene!t of black people, as 

discussed below.

Community responsibility and 

sustainability

In line with Italtile’s philosophy regarding responsible 

corporate citizenship and long-term sustainability,  

the Group strives to build relationships and partner 

with those communities in which it trades. Investment 

is made in providing and upgrading facilities and 

infrastructure which bene!t local communities.  

A central theme for this investment is the link between 

sport and education, with the belief that establishing 

community sports facilities will assist in taking children 

off the streets and provide them with a healthy 

alternative which teaches values such as teamwork 

and perseverance. This programme is exempli!ed by 

the sports ground in Soweto, formerly a refuse dump 

which was rehabilitated and refurbished with sports 

facilities, and is managed and maintained on an 

ongoing basis by the Group.

In compliance with the Companies Act, Italtile has 

established a Social and Ethics Committee, which will 

be responsible for monitoring amongst other matters: 

the Group’s social and economic development; 

responsible corporate citizenship; its impact on the 

environment, health and public safety; consumer, 

labour and employment affairs; and its relationship 

with all stakeholders.

I am con!dent that this committee will further advance 

the Group’s efforts to achieve a sustainable ethical 

corporate culture within Italtile by providing effective 

leadership based on an ethical foundation.

Environmental responsibility

A key element of the Group’s sustainability initiative is 

to integrate our Green agenda into the daily operations 

of the business. It is pleasing to report that further 

progress was made in this regard, re"ected by a range 

of achievements discussed on page 33 of this report.

Of particular signi!cance for the Group was the 

opening of our !rst fully energy-ef!cient Green  

store, Italtile Boksburg, which is anticipated to  

reduce energy consumption from 391 kWh/m² to  

109 kWh/m2. The success of this project will have 

bearing on the construction of future Group stores.

It is rewarding to note that commitment to 

environmental responsibility is gaining momentum 

across the Group’s stores, re"ected in the results of 

our second carbon footprint assessment which 

con!rmed a decrease of 8,34% in direct CO
2
 

emissions per rand value of turnover. A third carbon 

footprint study has been commissioned and further 

savings in energy and resource consumption is 

anticipated.
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We are satis!ed that there is capacity in the local 

market to increase consumption of the Group’s 

merchandise, and accordingly, robust growth targets 

have been set for year ahead. In contrast, our 

expectations for the Australian market are more 

restrained.

Appreciation

I would like to express my gratitude to the people 

across our Group for their contribution to this satisfying 

set of results and for their continued pride in being 

members of this company.

Once again my fellow Board members provided 

valuable strategic input and counsel, for which I am 

grateful.

I would also like to thank our suppliers, advisers and 

business partners for their contribution during the 

year.

The unwavering support of our long-standing 

shareholders is reward for our ongoing efforts to 

deliver a superior investment proposition, and I thank 

them.

Our customers are the reason our business exists and 

grows. I trust this report will illustrate our commitment 

to meeting and exceeding your expectations. 

Human capital development

Mentorship, leadership and management programmes 

are crucial for developing and retaining personnel over 

the long term and these initiatives remain a core focus 

in the Group.

Offer to Ceramic Industries Limited 

(Ceramic)

Italtile has a long history of purchasing tiles, 

sanitaryware and baths from Ceramic, which has 

grown over time to become the Group’s most 

important supplier. In order to support Italtile’s future 

growth strategy, Italtile and Rallen (Pty) Limited, have 

made an offer, subject to conditions precedent, to 

acquire a maximum stake of 20% of all Ceramic 

shares owned by independent Ceramic shareholders. 

Shareholders were advised on 31 August 2012 that 

the conditional Offer would be made at a purchase 

consideration of R130,00 per share. Furthermore, 

Ceramic’s Board has resolved to apply to the JSE for 

the termination of its listing. A circular will be posted 

to shareholders on or about 1 October regarding the 

implementation of the Offer.

Prospects

Competition in the South African and Australian 

markets will remain intense, with further rationalisation 

of industry players inevitable. An increase in imports 

from Europe is also likely as economies "ounder and 

new markets are sought.

Our focus in the year ahead will be on leveraging 

growth opportunities within the existing supply chain 

and store network. This will require intensi!ed 

emphasis on innovation, technology, training and 

service.


