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Group income statement 
for the year ended 30 June 2006

 

  2006 2005
 NOTE Rm’s Rm’s

Revenue 3 1 418 1 148

Turnover 3 1 285 1 032

Cost of sales 4 (760) (581)

Gross profit  525 451

Other operating income  124 110

Expenses

 Sales and distribution  (149) (137)

 General and administration  (158) (151)

 (Loss)/profi t on sale of property, plant and equipment  (4) 1

Trading profit 5 338 274

Interest income  8 7

Dividend income 6 9 5

Interest paid  (3) (1)

Profi t before taxation  352 285

Taxation 7 (111) (88)

Profit for the year  241 197

Attributable to:

 Equity holders of the parent  233 191

 Minority interests  8 6

  241 197

Earnings per share (cents) 8 1 290,1 1 072,8

Headline earnings per share (cents) 8 1 312,3 1 069,2

Diluted earnings per share (cents) 8 1 270,7 1 047,1

Diluted headline earnings per share (cents) 8 1 292,5 1 043,6

Dividends paid per share (cents) 9a 630,0 340,0

Dividends declared per share (cents) 9b 430,0 600,0
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Group balance sheet 
at 30 June 2006

 

  2006 2005
 NOTE Rm’s Rm’s

ASSETS

Non-current assets  550 446

Property, plant and equipment 10 537 433

Other investments 11 5 5

Long-term assets 12 4 4

Deferred taxation 13 4 4

Current assets  567 520

Inventories 14 150 154

Trade and other receivables 15 74 65

Cash and cash equivalents 16 343 301

Total assets  1 117 966

EQUITY AND LIABILITIES

Equity attributable to equity holders of the parent  764 634

Stated capital 17 27 27

Non-distributable reserve  14 11

Treasury shares 17 (48) (55)

Share option reserve  3 2

Retained earnings  768 649

Minority interest  30 29

Total equity  794 663

Total liabilities  323 303

Non-current liabilities  11 12

Long-term loans 18 10 10

Deferred taxation 13 1 2

Current liabilities  312 291

Trade and other payables 19 289 264

Taxation  23 27

Total equity and liabilities  1 117 966
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Group statement of  changes  in equity
for the year ended 30 June 2006

    Non-  Share 
   Stated distributable Treasury  option Retained Minority
Rm’s NOTE capital reserve* shares reserve earnings interest Total

Balance at 30 June 2004 restated  27  — (46) 1 518 15 515

Profi t for the period      191 6 197

Dividends paid 9a     (60)  (60)

Equity share options      1   1

Currency translation diff erence   11     11

Unallocated shares in share trust    (7)    (7)

Accumulated surplus in share trust    (2)    (2)

Subsidiary share capital increase       8 8

Balance at 30 June 2005 restated 1.3 27 11 (55) 2 649 29 663

Profi t for the period      233 8 241

Dividends paid 9a     (114) (3) (117)

Equity share options      1   1

Currency translation diff erence   3     3

Allocated shares in share trust    10    10

Accumulated surplus in share trust    (3)    (3)

Purchase of additional share in subsidiary       (4) (4)

Balance at 30 June 2006  27 14 (48) 3 768 30 794

*The non-distributable reserve is comprised entirely of the currency translation reserve.
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Group cash fl ow statements
for the year ended 30 June 2006

 

  2006 2005
 NOTE Rm’s Rm’s

Cash flows from operating activities

Cash receipts from customers  1 276 1 035

Cash paid to suppliers and employees  (890) (696)

Cash generated from operations 20 386 339

Interest received  8 7 

Dividends received  9 5 

Dividends paid 21 (117) (60)

Taxation paid 22 (116) (85)

Interest paid  (3) (1)

Net cash fl ows from operating activities  167 205 

Cash flows from investing activities

Additions to property, plant and equipment (expansion)  (128) (133)

Investment in unlisted equity instruments  — (3)

Purchase of treasury shares  (8) (14)

Treasury shares taken up  15 7

Proceeds on disposal of plant and equipment  — 6

Net cash fl ows utilised by investing activities  (121) (137)

Cash flows from financing activities

External proceeds from a rights issue by subsidiary  — 8

Increase of long-term loans (includes short-term portion)  — 2

Purchase of additional share in subsidiary  (4) —

Net cash fl ows (utilised by)/from fi nancing activities  (4) 10

Movement in cash and cash equivalents for the year  42 78

Cash and cash equivalents at beginning of year  301 223

Cash and cash equivalents at end of year 16 343 301
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1. ACCOUNTING POLICIES

  1.1 Statement of compliance

T consolidated financial statements have been prepared in accordance with and comply with International Financial 
R Standards (“IFRS”) and its interpretations adopted by the International Accounting Standards Board (“IASB”). 
The Group has adopted IFRS for the annual period beginning 1 July 2005, with the transition date being 1 July 2004.

 In terms of IFRS 1, “First-time Adoption of International Financial Reporting Standards”, certain voluntary exemptions 
are permitted, where the full retrospective restatement of comparatives is not required. The Group has accordingly 
applied its accounting policies retrospectively from the date of transition, with the exception of IFRS 3, “Business 
Combinations”. The Group has elected not to apply IFRS 3 to all past business combinations that occurred before the 
date of transition to IFRS.

 1.2 Basis of preparation

The annual financial statements are prepared on the historical-cost basis, adjusted for the fair valuing of certain assets 
and liabilities.

The effective date of transition to IFRS is 1 July 2004, and the financial position, financial performance and cash flows 
have been restated from previously adopted South African Statements of Generally Accepted Accounting Practice, 
with effect from 1 July 2004. The accounting policies set out below have been applied consistently to all periods 
presented in these consolidated financial statements and in preparing an opening IFRS compliant balance sheet at 
1 July 2004.

The preparation of financial statements in conformity with IFRS requires management to make judgements, estimates 
and assumptions that affect the application of policies and reported amounts of assets and liabilities, income and 
expenses. The estimates and associated assumptions are based on historical experience and various other factors that 
are believed to be reasonable under the circumstances, the results of which form the basis of making the judgements 
about carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may 
differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are 
recognised in the period in which the estimate is revised if the revision affects only that period, or in the period of the 
revision and future periods, if the revision affects both current and future periods.

The key assumptions concerning the future and key sources of estimation uncertainty at the balance sheet date, that 
have a significant risk of causing a material adjustment to the carrying amount of assets and liabilities within the next 
financial year, relates to the provision for stock obsolescence. The Group determines whether there is obsolete stock 
on an annual basis. This requires an estimation of the expected future saleability of stock items based on historical 
experience. More details of the stock write-off is given in note 14.

The financial statements are presented in Rands and all values are rounded to the nearest million (R’000 000) except 
when otherwise indicated.

 1.3 Changes in accounting policies due to conversion to IFRS

 1.3.1 International Accounting Standard 16, “Property, Plant and Equipment”

The Group has adopted IAS 16, “Property, Plant and Equipment”, as this revised statement became eff ective for all 
accounting periods beginning on or after 1 January 2005.

This statement requires the entity to measure the residual value of an item of property, plant and equipment at the 
amount it estimates it would receive currently for the asset if the asset were already of the age and in the condition 
expected at the end of its useful life. The previous version of IAS 16 did not specify whether the residual value was to 
be this amount or the amount, inclusive of the eff ects of infl ation, that an entity expected to receive in the future on 
the asset’s actual retirement date.

The main impact on the Group is the reassessment of the residual values and useful lives of buildings on an annual 
basis. The eff ect of the revised policy has increased consolidated current year profi ts by R1 million (2005: R1 million) 
due to a decrease in the depreciation charge with a corresponding decrease in the accumulated depreciation.

Not es  to the group fi nancial statements continued
for the year ended 30 June 2006
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1. ACCOUNTING POLICIES (continued)

 1.3 Changes in accounting policies due to changes in IFRS (continued)

 1.3.2 IFRS 2, “Share-based Payments”

   The Group has adopted IFRS 2, “Share-based Payments”, as this statement became effective for all accounting periods 
beginning on or after 1 January 2005.

   This statement requires an entity to reflect in its profit or loss and financial position the effects of share-based payment 
transactions, including expenses associated with transactions in which share options are granted to employees.

   Prior to the adoption of IFRS 2, no expense was recognised. The main impact on the Group is the expensing of emloyee’s 
and directors’ share options by using an option-pricing model, further details of which are given in notes 1.14 and 5.

   The Group has adopted the transitional provisions of IFRS 2 in respect of share options and has applied the requirements 
of the statement only to share options granted after 7 November 2002 that had not yet vested by this date. The effect 
of the revised policy has decreased consolidated current year profits by R1 million (2005: R1 million) included in general 
and administrative expenses due to an increase in the employee benefits expense with a corresponding increase in 
shareholders’ equity which has been taken to retained earnings.

 1.3.3 Transactions giving rise to adjustments to revenue/cost of sales

   Previously, the Group had accounted for certain rebates received and settlement discounts granted as income and 
expense in the income statement. In terms of Circular 9/2006 issued by the South African Institute of Chartered 
Accountants, these rebates received and settlement discounts granted need to be set off against turnover and cost of 
sales and, where applicable, estimated at the date the related asset is recognised and capitalised to cost of the asset. 
As a result, the revenue and cost of sales in the comparative financial statements have been restated to reflect the net 
turnover or cost of sale and, where applicable, the income recognised has been reversed against the cost of the asset. 
The effect of the revised policy has decreased turnover by R4 million (2005: R5 million) and decreased cost of sales by 
R47 million (2005: R44 million). The net effect on profit before tax is R nil.

   To refl ect the adoption of IAS 16 and IFRS 2 comparative fi gures have been restated as follows:

    Effect of change
    in accounting policy

     As reported –   Restated –
     30 June 2004 IAS 16 IFRS 2 30 June 2004
     Rm’s Rm’s Rm’s Rm’s

  BALANCE SHEET

  Assets

  Non-current assets  330 1 — 331

   Property, plant and equipment  324 1 — 325
   Other non-current assets  6 — — 6

  Current assets  425 — — 425

  Total assets  755 1 — 756

  EQUITY AND LIABILITIES

  Capital and reserves  500 1 — 501

   Stated capital  27 — — 27
   Non-distributable reserve  1 — — 1
   Share option reserve  — — 1 1
   Treasury shares  (46) — — (46)
   Retained earnings  518 1 (1) 518

  Minority interest  15 — — 15
  Non-current liabilities  8 — — 8
  Current liabilities  232 — — 232

  Total equity and liabilities  755 1 — 756
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1. ACCOUNTING POLICIES (continued)

 1.3 Changes in accounting policies due to changes in IFRS (continued)

 1.3.3 Transactions giving rise to adjustments to revenue/cost of sales (continued)

   To refl ect the adoption of IAS 16 and IFRS 2 comparative fi gures have been restated as follows:

    Effect of change
    in accounting policy

     As reported –   Restated –
     30 June 2005 IAS 16 IFRS 2 30 June 2005
     Rm’s Rm’s Rm’s Rm’s

  INCOME STATEMENT

  Profit for the year  197 1 (1) 197

  Earnings per share (cents)  1 072,8 — — 1 072,8

  Headline earnings per share (cents)  1 069,1 0,1 — 1 069,2

  Diluted earnings per share (cents)  1 026,6 0,1 20,4 1 047,1

  Diluted headline earnings per share (cents)  1 023,1 0,1 20,4 1 043,6

  BALANCE SHEET

  Assets

  Non-current assets  445 1 — 446

   Property, plant and equipment  432 1 — 433

   Other non-current assets  13 — — 13

  Current assets  520   520

  Total assets  965 1 — 966

  Equity and liabilities

  Capital and reserves  633 1 — 634

   Other capital and reserves  (17) — — (17)

   Share option reserve  — — 2 2

   Retained profit  650 1 (2) 649

  Minority interest  29   29

  Non-current liabilities  12   12

  Current liabilities  291   291

  Total equity and liabilities  965 1 — 966
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1. ACCOUNTING POLICIES (continued)

 1.4 Basis of consolidation

   The consolidated financial statements incorporate the results and financial position of the Company, its subsidiaries, 
its associates, the Share Incentive Trust and its joint venture interests.

   Subsidiaries are those companies in which the Group has an interest of more than one half of the voting rights or 
otherwise has the power to exercise control over the operations. The results of subsidiaries are included from the 
effective dates of acquisition until the effective dates of disposal. The identifiable assets and liabilities of companies 
acquired are assessed and included in the balance sheet at their fair values as at the effective dates of acquisition.

   New acquisitions are included in the Group’s financial statements using the purchase method whereby the assets and 
liabilities are measured at their fair value. The purchase consideration is allocated on the basis of fair values at the date 
of acquisition.

   Intra-group balances and transactions have been eliminated. Unrealised profits that arise between group entities 
are eliminated.

  All companies in the Group maintain consistent accounting policies and have the same year-ends.

   Joint ventures are those enterprises over which the Group exercises joint control in terms of a contractual agreement. 
Investments in jointly controlled entities are accounted for by way of the proportionate consolidation method 
whereby the Group’s proportional share of the assets, liabilities, revenue and expenses of joint ventures are combined 
on a line-by-line basis, with similar items in the financial statements of the Group. The results of joint ventures are 
included from the effective dates of their acquisition and up to the effective dates of their disposal.

 1.5 Goodwill

   Goodwill is initially measured at cost and represents the excess of the purchase consideration over the fair value of the 
Group’s share of the net fair value of the identifiable assets, liabilities and contingent liabilities of the acquired entity 
at the date of acquisition. Following initial recognition, goodwill is measured at cost, less any accumulated impairment 
losses. Goodwill relating to acquisitions after 31 March 2004 and existing goodwill carried in the balance sheet is not 
amortised. Goodwilll is reviewed for impairment annually or more frequently, if events or changes in circumstances 
indicate that the carrying value may be impaired.

   As at the acquisition date, any goodwill acquired is allocated to each of the cash-generating units expected to benefit 
from the acquisition. Impairment is determined by assessing the recoverable amount of the cash-generating unit, 
to which the goodwill relates. Where the recoverable amount of the cash-generating unit is less than the carrying 
amount, an impairment loss is recognised. Where goodwill forms part of the cash-generating unit and part of the 
operation within that unit is disposed of, the goodwill associated with the operation disposed of, is included in the 
carrying amount of the operation, when determining the gain or loss on disposal of that operation. Goodwill disposed 
of in this circumstance is measured on the basis of the relative values of the operation disposed of and the portion of 
the cash-generating unit which is retained.

 1.6 Treasury shares

   Shares in Italtile Limited held by the Group are classified in capital and reserves as treasury shares. These shares are 
treated as a deduction from the issued and weighted average number of shares. Dividends received on treasury shares 
are eliminated on consolidation.

 1.7 Investment in subsidiaries and joint ventures

   Investment in subsidiaries and joint ventures are initially recorded at cost, being the fair value of the consideration 
given and including acquisition charges associated with the investment. Investments are carried at cost, less 
impairment.

   The carrying value of the subsidiaries is reviewed for impairment at every balance sheet date. Where necessary, the 
value of the investment is written down to the greater of the net selling price or the value in use.

   The difference between the net proceeds on disposal and the carrying amount of investments is charged to the 
income statement.



Not es  to the group fi nancial statements continued
for the year ended 30 June 2006

38 Italtile Limited 
Annual Report 2006

1. ACCOUNTING POLICIES (continued)

 1.8 Foreign currencies

   Transactions in foreign currencies, are translated at the rates of exchange ruling on the dates of the transactions. The 
related monetary assets and liabilities at year-end are translated at the rates ruling at the balance sheet date. Gains 
and losses arising on translation are recognised in the income statement.

   The Group has investments in foreign subsidiary companies which are classifi ed as foreign entities. The fi nancial 
statements of these subsidiaries are translated for incorporation into the Group fi nancial statements as follows:

  ◆ Assets and liabilities at closing rate.

  ◆ Income statement items at a weighted average rate for the period.

  ◆ Cash fl ow items at a weighted average rate for the period.

  ◆ Equity items at the appropriate historical rate.

   Exchange diff erences are taken directly to a foreign currency translation reserve which is disclosed as a non-
distributable reserve.

  Exchange rates utilised to convert fi nancial information are as follows:

    2006  2005 
    Weighted average  Weighted average 
    rate for the year Closing rate rate for the year Closing rate

  Australian $: ZAR  4,81:1 5,31:1 4,68:1 5,09:1

  Botswana pula: ZAR 1,18:1 1,22:1 1,34:1 1,22:1

  Euro: ZAR  7,82:1 9,16:1 7,91:1 8,07:1

  Namibian $: ZAR  1:1 1:1 1:1 1:1

 1.9 Property, plant and equipment

   Land is not depreciated. All buildings, including investment properties are carried at cost less accumulated 
depreciation and impairment.

   A valuation to open market value for existing use is done on an annual basis for disclosure and impairment purposes. 
Provision is made for any impairment to the carrying value of properties and is charged to the income statement.

  All plant and equipment is stated at cost less accumulated depreciation and impairment.

   Depreciation is calculated on the straight-line basis estimated to write each asset down to estimated residual value 
over the term of its useful life at the following annual rates:

  ◆  Buildings 2%

  ◆ Plant and machinery 16,6% to 25%

  ◆ Vehicles 20% to 25%

  ◆ Computer equipment 20% to 33,3%

  ◆ Furniture and fi ttings 33,3%

   Where the carrying amount of an asset is greater than its estimated recoverable amount (i.e. the higher of value 
in use and net selling price) it is written down immediately to its recoverable amount. The useful lives and residual 
values are reviewed annually.

   Gains and losses on disposal of fi xed assets are determined by reference to their carrying amount and are taken to 
the income statement.

 1.10 Inventory 

   Inventory is valued at the lower of cost or net realisable value. Net realisable value is the estimated selling price in 
the ordinary course of business less costs necessary to make the sale. Cost is determined on a weighted average 
cost method and excludes cash discounts, rebates and relevant indirect taxes.
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1. ACCOUNTING POLICIES (continued)

 1.11 Deferred taxation

   Deferred income tax is provided, on the liability method, on recognised temporary diff erences at tax rates 
substantially enacted at the balance sheet date.

   Deferred tax liabilities are recognised for all taxable temporary diff erences, other than in the circumstances described 
below. Deferred tax assets are recognised for all deductible temporary diff erences, to the extent that it is probable 
that taxable profi t will be available against which the deductible temporary diff erences, carry-forward or unused tax 
assets and unused tax losses can be utilised, other than in the circumstances described below. 

   Deferred tax assets and liabilities are not recognised where they arise from goodwill arising on acquisition or from the 
initial recognition of an asset or liability in a transaction that is not a business combination and, at the time of the 
transaction, aff ects neither the accounting profi t nor taxable profi t or loss.

 1.12 Borrowing costs

  Borrowing costs are recognised as an expense when incurred.

 1.13 Revenue recognition

   Revenue from the sale of goods is recognised when the signifi cant risks and rewards of ownership are transferred 
to the buyer and excludes cash discounts, rebates and relevant indirect taxes.

   Interest is recognised on a time proportion basis which takes into account the eff ective yield on the asset over the 
period it is expected to be held.

  Dividends are recognised when the right to receive payment is established.

  Revenue from franchise income and royalties is recognised when the sale, which gives rise to this revenue, takes place.

   Revenue from fi xed property rental, which is turnover-related, is recognised when the sale of goods, which gives rise 
to this revenue, takes place.

 1.14 Employee benefits

  Retirement benefits

  Defined contribution plan

   Current contributions to the retirement benefi t plan are the best estimate of current service costs and are charged 
against income as services are rendered by the employee.

  Equity participation plan

   Selected employees, including directors, of the Group receive remuneration in the form of share options, whereby 
they render services in exchange for rights over shares. The cost of share options is measured by reference to the 
fair value at the date at which they are granted. The fair value is determined by using the Black-Scholes option-
pricing model, further details of which are given in note 5. In valuing the share options, no account is taken of any 
performance conditions, other than conditions linked to the price of the shares of Italtile Limited.

   The cost of the share options is recognised, together with a corresponding increase in shareholders’ equity, over the 
vesting period ending on the date on which the performance conditions are fulfi lled and the employees become fully 
entitled to take up the share options. The cumulative expense recognised for share options granted at each balance 
sheet date until the vesting date, refl ects the extent to which the vesting period has expired and the number of share 
option grants that will ultimately vest in the opinion of the directors of the Group, at that date. This is based on the 
best available estimate of the number of share options that will ultimately vest. No expense is recognised for share 
options that do not ultimately vest.

   Where the terms of the share options are modifi ed, as a minimum, an expense is recognised as if the terms had not 
been modifi ed. In addition, an expense if recognised for any increase in the value of the transactions, as a result of 
the modifi cation, as measured at the date of modifi cation.

   Where a share option is forfeited prior to vesting, it is treated as if it had never been granted, and any expense 
recognised for the award is reversed immediately. If a new share option is substitued for the cancelled share option, 
and designated as a replacement share option on the date that it is granted, the cancelled and new share option grant 
are treated as if they were a modifi cation of the original grant, as described above.

   The dilutive eff ect of outstanding options is refl ected as a share dilution in the computation of diluted earnings per 
share (refer to note 8).
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1. ACCOUNTING POLICIES (continued)

 1.15 Financial instruments

   Financial instruments carried on the balance sheet comprise cash and cash equivalents, other investments, trade and 
other receivables, trade and other payables and borrowings.

  Measurement

   All fi nancial instruments are recognised at the time the Group becomes party to the contractual provisions of the 
instruments. Financial instruments are initially measured at fair values. Directly attributable transaction costs are 
included in the fair value, unless it is classifi ed as fair value through profi t or loss.

   Investments that are considered available-for-sale fi nancial assets are carried at fair value, except for unlisted equity 
investments which are carried at cost as a reliable measure of fair value cannot be determined. All movements are 
recognised as a seperate component of equity.

   Cash and cash equivalents that have a fi xed maturity date are subsequently measured at amortised cost using eff ective 
interest rates. Cash and cash equivalents that do not have a fi xed maturity are subsequently measured at cost.

   Trade receivables which generally have 30-day terms are recognised at original invoice amount less impairment. 
Bad debts (impairments) are written off  during the year in which they are identifi ed.

   Receivables which are of long-term nature are subsequently measured at amortised cost less impairment. 
An estimate for impairment is made when collection of any amount outstanding is no longer probable.

   Borrowings are subsequently measured at amortised cost using the effective interest rate.

  Derivative financial instruments

   The Group uses foreign exchange contracts to manage its risks associated with foreign currency fluctuations. It is 
the Group’s policy not to trade in derivative financial instruments. Details of the Group’s financial risk management 
objectives and policies are set out in Note 26.

   All derivative financial instruments are carried at fair value. Any gain or loss from remeasuring the derivative financial 
instrument to fair value is recognised immediately in the income statement.

   The fair value of forward exchange contracts is calculated by reference to current forward exchange rates for contracts 
with similar maturity profiles.

  Disclosure in respect of financial instruments is provided in Note 26.

  Derecognition of financial instruments

   Financial assets are derecognised when, and only when, the contractual rights that comprise the fi nancial asset 
are realised, expire or are surrendered. Financial liabilities are derecognised when, and only when, the liability is 
e either through settlement, cancellation or expiration. Gains or losses on derecognition are recognised as 
part of net profi t at the date of derecognition.

  Offset of financial instruments

   Financial assets and liabilities are set off  against each other where there is an intention to settle the amounts 
simultaneously or not, and a legal right of set off  exists.

 1.16 Leases

   Assets leased in terms of agreements, which are considered to be fi nance leases, are capitalised. Leases are classifi ed 
as fi nance leases where substantially all the risks and rewards associated with ownership of an asset are transferred 
from the lessor to the Group, as lessee. Assets subject to fi nance leases are capitalised at their cash cost equivalent, 
with the related lease obligation recognised at the same value. Capitalised leased assets are depreciated at the same 
rates and on the same basis as equivalent owned assets. Where the carrying amount of an asset is greater than its 
estimated recoverable amount (i.e. the higher of value in use and net selling price), it is written down immediately to 
its recoverable amount, based on the value in use or net selling price. Lease fi nance charges are amortised over the 
duration of the leases, using the eff ective interest rate method.

   All other leases are treated as operating leases and the relevant rentals are charged to income in a systematic manner 
related to the period of use of the assets concerned, on a straight-line basis.

 1.17 Dividends paid

   Dividends paid are recognised as appropriations of reserves in the statement of changes in equity at the dates 
of declaration.
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1. ACCOUNTING POLICIES (continued)

 1.18 Secondary taxes on companies (STC)

   STC is provided in respect of expected dividend payments, net of dividends received or receivable and is recognised as 
a taxation charge in the year in which the dividend is declared. Where applicable non-resident shareholders’ taxation is 
provided in respect of foreign dividends receivable. To the extent that it is probable that entities within the Group with 
STC credits will declare dividends of its own against which unused STC credits can be utilised, a deferred tax asset is raised.

 1.19 IFRSs and IFRIC Interpretations not yet effective

  The Group has not applied the following IFRSs and IFRIC Interpretations that are not yet eff ective:

  ◆ IFRS 6, “Exploration for and Evaluation of Mineral Resources”:

    This standard is to be applied for annual periods beginning on or after 1 January 2006. This standard does not 
apply to the activities of the Group.

  ◆ IFRS 7, “Financial Instruments: Disclosures”:

    This standard is to be applied for annual periods beginning on or after 1 January 2006. This revised standard 
requires disclosure of: 

   (a)  the signifi cance of fi nancial instruments for an entity’s fi nancial position and performance. These disclosures 
incorporate many of the requirements previously in IAS 32; and 

   (b)  qualitative and quantitative information about exposure to risks arising from fi nancial instruments, including 
specifi ed minimum disclosures about credit risk, liquidity risk and market risk. The qualitative disclosures 
describe management’s objectives, policies and processes for managing those risks. The quantitative 
disclosures provide information about the extent to which the entity is exposed to risk, based on information 
provided internally to the entity’s key management personnel. Together, these disclosures provide an overview 
of the entity’s use of fi nancial instruments and the exposures to risks they create.

  ◆ IFRIC 4, “Determining whether an Arrangement contains a Lease”:

    This Interpretation is to be applied for annual periods beginning on or after 1 January 2006. This Interpretation 
provides guidance for determining whether such arrangements are, or contain, leases that should be accounted for 
in accordance with IAS 17. It does not provide guidance for determining how such a lease should be classifi ed.

  ◆ IFRIC 5, “Rights to Interests arising from Decommissioning, Restoration and Environmental Rehabilitation Funds”:

    This Interpretation is to be applied for annual periods beginning on or after 1 January 2006. This Interpretation 
does not apply to the activities of the Group.

  ◆ IFRIC 6, “Liabilities arising from Participating in a Specifi c Market – Waste,  Electrical and Electronic Equipment”:

    This Interpretation is to be applied for annual periods beginning on or after 1 December 2005. This Interpretation 
does not apply to the activities of the Group.

  ◆ IFRIC 7, “Applying the Restatement Approach under IAS 29, Financial Reporting in Hyperinfl ationary Economies”:

    This Interpretation is to be applied for annual periods beginning on or after 1 March 2006. This Interpretation 
provides guidance on how to apply the requirements of IAS 29 in a reporting period in which an entity identifi es 
the existence of hyperinfl ation in the economy of its functional currency, when that economy was not 
hyperinfl ationary in the prior period, and the entity therefore restates its fi nancial statements in accordance with 
IAS 29. This Interpretation does not apply to the activities of the Group.

  ◆ IFRIC 8, “Scope of IFRS 2”:

    This Interpretation is to be applied for annual periods beginning on or after 1 May 2006. The issue addressed in 
the Interpretation is whether IFRS 2 applies to transactions in which the entity cannot identify specifi cally some or 
all of the goods or services received. This Interpretation does not apply to the activities of the Group.

  ◆ IFRIC 9, “Reassessment of Embedded Derivatives”:

    This Interpretation is to be applied for annual periods beginning on or after 1 June 2006. An entity shall assess 
whether an embedded derivative is required to be separated from the host contract and accounted for as a 
derivative when the entity fi rst becomes a party to the contract. Subsequent reassessment is prohibited unless 
there is a change in the terms of the contract that signifi cantly modifi es the cash fl ows that otherwise would be 
required under the contract, in which case reassessment is required.

   The Group expects the pronouncements listed above to have no impact on the Group’s results, other than additional 
disclosures required in the annual fi nancial statements in the period of initial recognition.
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2. DEFINITIONS

 2.1 System wide turnover

  Aggregated turnover of the group owned and franchised stores.

 2.2 Cost of sales

   Cost of sales is calculated as the historical cost of inventory, including distribution costs incurred in bringing the 
inventory to the retail locations together with stock losses and in-store promotional costs.

 2.3 Sales and distribution costs

   Sales and distribution costs include costs incurred in bringing inventory to the retail locations and ensuring the 
saleability thereof.

 2.4 General and administrative expenses

   General and administrative expenses are those overhead expenses that have not been allocated to inventory 
valuation.

 2.5 Cash and cash equivalents

   The cash and cash equivalent amounts comprise cash in hand, deposits held on call with banks and highly liquid 
investments that are readily convertible to known amounts of cash and are subject to insignifi cant changes in value.

 2.6 Business and geographical segment

   The principal segments of the Group have been identifi ed on a primary basis by operational functionality and on a 
secondary basis by signifi cant geographical region.

   The basis is representative of the internal structure for management purposes, which refl ects the source and nature 
of business risks and returns.

 2.7 Segment revenue

   Segment revenues are revenues that are directly attributable to a segment, or the relevant portion of revenues that 
can be allocated on a reasonable basis to a segment, and that are derived from transactions with parties outside the 
enterprise and from other segments of the same enterprise.

 2.8 Segment expenses

   Segment expenses are expenses that are directly attributable to a segment or the relevant portion of expenses that 
can be allocated on a reasonable basis to a segment, and that are derived from transactions with parties outside the 
enterprise and from other segments of the same enterprise.

 2.9 Segment results

  Net total of segment revenue less segment expenses.

 2.10 Segment assets

  Total assets, of a segment, excluding interest and dividend generating assets and income tax assets.

 2.11 Segment liabilities

  Total liabilities, of a segment, excluding interest-bearing liabilities and income tax liabilities.

 2.12 Treasury shares

  Shares in Italtile Limited held by the the Share Incentive Trust.

 2.13 Cash generating unit

   A cash generating unit is the smallest identifi able group of assets that generates cash infl ows from continuing use 
that are largely independent of the cash infl ows from other assets or groups of assets.
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3. REVENUE

  Turnover represents net sales, excluding 
value-added tax and intercompany sales

 Total revenue comprises:

 Turnover 1 285 1 032

 Rental income 47 42

 Interest income 8 7

 Dividend income 9 5

 Franchise income (excluding royalties) 19 17

 Royalty income from franchising 50 45

   1 418 1 148

4. COSTS OF SALES

 Cost of sales consists largely of the cost of inventories recognised as an expense 760 581

5. TRADING PROFIT

  Trading profi t is stated after taking into account the following items:

 Auditors’ remuneration

 – Audit fee 1 1

 – Taxation assurance, franchise reviews and other services* — —

 – Expenses* — —

   1 1

 Depreciation

 Owned:

 – Buildings 2 1

 – Plant and machinery 2 5

 – Vehicles 1 1

 – Computer equipment 3 2

 – Furniture and fi ttings 13 10

   21 19

*Less than R1 million.

 

  2006 2005
  Rm’s Rm’s
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  2006 2005
  Rm’s Rm’s

5. TRADING PROFIT (continued)

 Operating lease payments

 – Properties 14 15

  All the operating leases pertain to properties that are rented then sublet to Group 
owned and franchised stores. The sub-rentals are turnover related and can therefore 
not be predetermined. At current levels they exceed above-mentioned obligations.

  Contingent lease payments were determined, based on escalated contractual 
rentals charged by third parties. Certain leases have renewal terms. There are 
no trading restrictions on any of the leases.

 Total of future minimum contracted operating lease payments:

   Within 1 year 9 15

   Within 2 – 5 years 19 40

   Later than 5 years — 5

   28 60

 Directors emoluments

 Refer to page 29 of the directors’ report for detail disclosures.

 Employee remuneration

 – Salaries and wages 67 62

 – Profi t share 15 13

 – Contributions to retirement benefi ts 4 5

   86 80

 Share Incentive Trust

  In terms of the Share Incentive Trust, shares are off ered on a combined option and deferred sale basis. Options vest over a 
p of five years. An 
t up by way of a purchase and delivery by no later than seven years after the grant 
is not less than the market value of the ordinary shares on the day prior to the date of grant and the option is exercisable 
p that the 
t vesting dates, the options will be forfeited. An exception is made in the case of termination of employment as a result 
of death or retirement. Options are settled in equity once exercised and subsequently taken up.

  I terms of a resolution passed at a shareholders’ meeting on 12 January 1993, the directors are authorised to make a
for the purposes of the scheme a maximum aggregate number of 2 801 000 ordinary shares (2005: 2 801 000), representing 
15% of the issued share capital at that time. The scheme exists for the directors and senior management of the Company 
with a limit of 350 000 shares which any one participant may acquire.

  The following assumptions were used in valuing the various option grants:

   2006 2005

 Expected volatility 18% to 28% 18% to 28%

 Risk-free interest rate 8,13% to 8,26% 8,13% to 8,26%

 Expected dividend yield 1,35% to 2,07% 1,35% to 2,07%

 Expected life (years) 5,5 5,5

  The expected life of the options is based on historical data and expected future trends and is not necessarily indicative of 
exercise patterns that may occur. The expected volatility in 2006 of 18% to 28% refl ects the assumption that the historical 
volatilities of 18% to 28% are indicative of future trends.

  The fair value of the share options that were granted over the year to 30 June 2006 is Rnil (2005: R2 million). Included in the 
expenses in the profi t and loss for the year is R1 million (2005: R1 million) relating to the current year share option expense.
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5. TRADING PROFIT (continued)

 Share Incentive Trust (continued)

  T following table illustrates the number and weighted average exercise prices of share options held by eligible participants 
including executive directors:

   2006 2005

   Number Weighted Number  Weighted
   of share  average of share average
   options exercise price options exercise price
    (R)  (R)

 At 1 July 803 000 57,89 1 003 000 47,20

 New allocations made — — 60 000 105,00

 Redeemed allocations (375 000) 41,09 (260 000) 27,50

 Forfeited allocations (135 000) 60,00 — —

 Outstanding at 30 June 293 000 79,37 803 000 57,89

 Average subscription price per share  79,37  57,89

  The options outstanding at 30 June 2006 become unconditional on the following dates:

   Subscription Number of 
   price (R) shares

 21 August 2006 44,00 45 000
 16 September 2008 72,00 80 000
 4 March 2009 80,00 60 000
 17 May 2009 92,00 48 000
 1 November 2009 105,00 60 000

  Should the participant resign from the Group prior to the commencement dates as indicated above, the shares for options 
will not be awarded, payment will not be required, and the options will be forfeited.

  A breakdown of the share options in issue to executive and non-executive directors is given in the directors’ report on 
page 28.

  2006 2005
  Rm’s Rm’s

6. DIVIDEND INCOME

 Unlisted

 Dividend income from other sources 9 5

   9 5
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7. TAXATION

 Current taxation

 – Normal tax 100 84

 – Deferred tax (1) (3)

 – Secondary tax on companies 12 7

   111 88

 Reconciliation of tax rate % %

 Standard tax rate – South Africa 29,0 29,0

 Adjusted for:

 Exempt income (0,7) (0,5)

 Other permanent diff erences (0,2) —

 Secondary tax on companies 3,4 2,4

 Eff ective tax rate 31,5 30,9

8. EARNINGS PER SHARE

  Earnings per share and diluted earnings per share is based on the net income 
attributable to ordinary shareholders of R233 million (2005: R191 million).

 Reconciliation of headline and diluted headline earnings:

 Earnings attributable to ordinary shareholders 233 191

 (Loss)/profi t on sale of property, plant and equipment (net of taxes) 4 (1)

   237 190

  The calculation of earnings per share and headline earnings per share 
is based on 18 048 259 (2005: 17 771 520) weighted average number of shares
in issue during the period.

  The calculation of diluted earnings per share and diluted headline earnings 
per share is based on:
 Weighted average number of shares in issue for basic and headline earnings per share 18 048 259 17 771 520
Potentially dilutive ordinary shares resulting from options outstanding 275 666 436 045*

 Weighted average number of shares for diluted earnings per share 18 323 925 18 207 565*

9a DIVIDENDS PAID IN THE CURRENT YEAR

 Final 2005 – No. 78
 Paid 2006: 160 cents per share (2005: 90 cents) 28 16

 Special 2005 – No. 2
 Paid 2006: 330 cents per share (2005: 140 cents) 59 24

 Interim 2006 – No. 79
 Paid 2006: 140 cents per share (2005: 110 cents) 27 20

 Total – 630 cents per share (2005: 340 cents per share) 114 60

*Restated with the adoption of IFRS 2, “Share-based Payments”.

 

  2006 2005
  Rm’s Rm’s
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  2006 2005
  Rm’s Rm’s

9b DIVIDENDS DECLARED WITH RELATION TO CURRENT YEAR PROFIT

 Interim – No. 79
 140 cents per share (2005: 110 cents per share) 27 20

 Final – No. 80
 290 cents per share (2005: 160 cents per share) 53 28

 Special
 (2005: 330 cents per share) — 59

 Total – 430 cents per share (2005: 600 cents per share) 80 107

       Furniture
   Land and Plant and  Computer and
   buildings* machinery Vehicles equipment fi ttings Total

   Rm’s Rm’s Rm’s Rm’s Rm’s Rm’s

10.  PROPERTY, PLANT AND 

EQUIPMENT

 2006

 Owned:

 Beginning of year

 – assets at cost 416 16 5 13 33 483

 – accumulated depreciation (3) (14) (3) (9) (21) (50)

 – net book value 413 2 2 4 12 433

 Current year movements

 – additions 82 3 2 15 26 128

 – disposals — — (1) (3) — (4)

 – depreciation (2) (2) (1) (3) (13) (21)

 – translation 3 (1) — (1) — 1

 Balance at end of year 496 2 2 12 25 537

 Made up as follows:

 – assets at cost 501 18 3 18 100 640

 – accumulated depreciation (5) (16) (1) (6) (75) (103)

 – net book value 496 2 2 12 25 537

*Constituting owner- and related-party occupied properties.

  Buildings with a cost of R301,0 million were valued in November 2005 by Willis South Africa (Pty) Limited to a replacement 
value for existing use of R389,1 million. 

  A register of the Group’s land and buildings is available for inspection at the Company’s registered offi  ce.

  Certain property, plant and equipment is encumbered as stated in note 18.

 At 30 June 2006 the Group had no idle fi xed assets.
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       Furniture
   Land and Plant and  Computer and
   buildings* machinery Vehicles equipment fi ttings Total#

   Rm’s Rm’s Rm’s Rm’s Rm’s Rm’s

10.  PROPERTY, PLANT AND 

EQUIPMENT (continued)

 2005

 Owned:

 Beginning of year

 – assets at cost 312 11 6 10 19 358

 – accumulated depreciation (1) (8) (3) (8) (13) (33)

 – net book value 311 3 3 2 6 325

 Current year movements

 – additions 106 5 2 4 16 133

 – disposals (5) (1) (2) (1) — (9)

 – depreciation (1) (5) (1) (2) (10) (19)

 – translation 2 — — 1 — 3

 Balance at end of year 413 2 2 4 12 433

 Made up as follows:

 – assets at cost 416 16 5 13 33 483

 – accumulated depreciation (3) (14) (3) (9) (21) (50)

 – net book value 413 2 2 4 12 433

*Constituting owner- and related-party occupied properties.

#Restated with the adoption of IAS 16, “Property, plant and equipment”.

   2006 2005
   Rm’s Rm’s

11. OTHER INVESTMENTS

 Unlisted

 Equity instruments – at cost 5 5

 Directors’ valuation of unlisted investments 5 5

  All unlisted equity instruments have no reliable measure of fair value as there is no active trading market for these 
instruments, therefore these investments are carried at cost less impairment.
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12. LONG-TERM ASSETS

 Lease premiums

  Lease premiums paid in advance on land leases that have 
a duration of between 35 and 50 years 4 4

13. DEFERRED TAXATION

 Deferred tax assets (4) (4)

 Deferred tax liabilities 1 2

   (3) (2)

 The deferred tax balance is made up as follows:

    Charged 
    through
   Opening income  Closing
   balance statement balance 
   Rm’s Rm’s Rm’s

 Deferred tax asset:

   Accruals (4) 1 (3)

   STC credit — (1) (1)

 Deferred tax liability:

   Prepayments 2 (1) 1

   Net deferred tax (asset)/liability (2) (1) (3)

 Deferred tax assets and liabilities are only off set when the income tax relates to the same legal entity or fi scal authority.
  During 2005 the South African tax rate applicable to companies decreased from 30% to 29%. The tax rate applied to 

Australian entities is 30%.

 

  2006 2005
  Rm’s Rm’s
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14. INVENTORIES

 Finished goods and merchandise 150 154

  The amount of write-down of inventories recognised as an expense is R3 million 
(2005: R1 million). This expense is included in the general and administration expenses 
line item on the face of the income statement.

15. TRADE AND OTHER RECEIVABLES

 Trade receivables 65 58

 Sundry debtors 9 7

   74 65

  For terms and conditions relating to related-party receivables, refer to Note 27.

 Trade receivables are non-interest bearing and are generally on 30 day terms.

16. CASH AND CASH EQUIVALENTS

 Cash on hand 175 173

 Short-term investments 168 128

   343 301

17. STATED CAPITAL

 Authorised

 75 000 000 ordinary shares of no par value

 Issued

  18 677 283 (2005: 18 677 283) ordinary shares of 
no par value 27 27

  Number of shares in issue to external parties:

 Total shares in issue 18 677 283 18 677 283

  Treasury shares (581 602) (905 763)

 In issue to external parties 18 095 681 17 771 520

  All unissued shares are under the control of the directors until the next annual general meeting.

 

  2006 2005
  Rm’s Rm’s
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  2006 2005
  Rm’s Rm’s

18. LONG-TERM LOANS

 Foreign long-term loans

 Secured

 Australian dollars

  Loans secured by a fi rst mortgage over property that 
has a current value of R27,3 million, bear interest 
at 7,7% per annum, and mature in fi scal 2007  10 10

19. TRADE AND OTHER PAYABLES

 Trade payables  218 195

 Accruals/other payables  71 69

    289 264

 For terms and conditions relating to related parties, refer to Note 27.

 Trade payables are non-interest bearing and are normally settled on 30-day terms.

 Accruals/other payables are non-interest bearing and have an average term of six months.

20.  RECONCILIATION OF PROFIT BEFORE TAXATION TO 

CASH GENERATED FROM OPERATIONS

 Profi t before taxation  352 285

 Adjusted for:

   Depreciation  21 19

    Profi t on the sale of unallocated shares in the share 
incentive trust  — (2)

   Loss/(profi t) on sale of property, plant and equipment  4 (1)

   Interest received  (8) (7)

   Dividends received  (9) (5)

   Interest paid  3 1

   Share option expense  1 1

   Working capital changes

     Increase in inventories  4 (16)

     (Increase)/decrease in trade and other receivables  (9) 3

     Increase in trade and other payables  27 61

   Cash generated from operations  386 339



Not es  to the group fi nancial statements continued
for the year ended 30 June 2006

52 Italtile Limited 
Annual Report 2006

 

  2006 2005
  Rm’s Rm’s

21. DIVIDENDS PAID

 Charged per statement of changes in equity  (114) (60)

 Dividends paid to minority shareholders  (3) —

 Amounts paid  (117) (60)

22. TAXATION PAID

 Amounts unpaid at beginning of year  (27) (21)

 Charged per income statement  (111) (88)

 Deferred tax benefi t  (1) (3)

 Amounts unpaid at end of year  23 27

 Amounts paid  (116) (85)

23. COMMITMENTS

  Capital expenditure for land and buildings, 
computer equipment and other fi xed assets

 Contracted  78 29

 Authorised but not contracted for  72 45

    150 74

 Capital expenditure will be fi nanced from own resources. Refer to Note 5 for details of lease commitments.

24. EMPLOYEE BENEFITS

  T Italtile Provident Fund is a defined contribution plan and is governed by the Pension Funds Act, 1956 (Act No. 24 of 1956).
The Fund has been valuation exempt until the promulgation of the Pension Funds Second Amendment Act on 
7 December 2001, and subsequent regulations thereafter, with the effect that the valuation exemption could not be renewed 
post 7 December 2003 until a surplus investigation had been conducted.

  At 30 June 2006, 421 (2005: 350) employees were members of the Fund, to which the Group contributed R4 million
(2005: R3 million) and the employees R2 million (2005: R2 million).

  T Fund is open to all permanent staff with their participation thereof being a condition of employment. Their dependants 
are eligible for death benefi ts accruing from the Fund in the event of the member’s death.

  T Fund will be actuarially valued at 30 June 2006 to determine both the adequacy of the funding level and the extent of, if 
any, of the surplus.

  On completion of the surplus allocation, if required, application will be made for the reinstatement of the valuation 
exemption status of the Fund.

25. BORROWING CAPACITY

 In terms of the Articles of Association the Company’s borrowing powers are unlimited.
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  2006 2005
  Rm’s Rm’s

26. FINANCIAL RISK MANAGEMENT

 Foreign currency management

  It is the Group’s policy to enter into foreign exchange contracts to cover all foreign denominated transactions for which no 
letter of credit has been issued. No material forward exchange contracts existed at 30 June 2006.

 Credit risk management

 The Group only deposits cash surpluses with major banks of high quality credit standing.

  Trade account receivables comprise a widespread customer base. Ongoing credit evaluation of the fi nancial position of 
customers is performed, and where appropriate, credit guarantee insurance is purchased.

  T granting of credit is made on application and is approved by management. At year-end, the Group did not consider there 
to be any signifi cant concentration of credit risk which has not been insured or adequately provided for.

 Liquidity and interest rate risk

  As part of the process of managing the Group’s interest rate risk, interest rate characteristics of new borrowings are positioned 
according to expected movements in interest rates. Full details of interest rates relating to borrowings are detailed in Note 18. 
The Group has cash and cash equivalents of R343 million (2005: R301 million), and unutilised credit facilities of R93 million 
(2005: R90 million).

27. RELATED PARTY TRANSACTIONS

  The Company is controlled by Rallen (Pty) Limited which owns 56,7% (2005: 59,3%) of its issued share capital. The Group 
purchases product from Rallen (Pty) Limited’s subsidiary, Ceramic Industries Limited. In addition, the Company pays Rallen 
(Pty) Limited for directors’ remuneration. 

  Other related parties listed are related due to the sharing of key management personnel.

  All related party transactions are concluded at arm’s length. Outstanding balances at year-end are unsecured, interest free and 
s
the year ended 30 June 2006, the Group has not made any provision for doubtful debts relating to amounts owed by related 
parties (2005: nil). This assessment is undertaken each fi nancial year through examining the fi nancial position of the related 
party and the market in which the related party operates.

 Details of related party transactions are as follows:

   Aggregate value Balances owing
   of transactions at year-end

 Related party Nature of transactions 2006 2005 2006 2005
    Rm’s Rm’s Rm’s Rm’s

 Ceramic Industries Limited Inventory purchases 307 261 18 17

 Rallen (Pty) Limited Management fees 2 2 — —

 Routledge Modise Moss Morris Legal services 1 1 — —

  K management personnel comprise only the Board of Directors. Remuneration paid to key management personnel of the 
Group is therefore detailed in the directors’ report, refer to page 29. No balances were owing at year-end (2005: nil).
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  2006 2005
  Rm’s Rm’s

28. JOINT VENTURE

  The Group has a 50% interest in SER Export s.p.a, a company 
incorporated in Italy.

 Impact on Group balance sheet

 Current assets 14 15

 Non-current assets 7 6

 Current liabilities (non-interest bearing) 14 15

 Impact on Group income statement

 Income 36 3

 Expenses (35) 1

 Impact on Group cash fl ow statement

 Cash fl ow from operating activities 5 (2)

 Cash fl ow from investing activities (1) (3)

 Cash from fi nancing activities — —
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      support
   Retail Franchising Property services Group

29. SEGMENTAL REPORTING

 Primary segments

 2006

 Group revenue     1 418

 Add:

   Other income     8

 Add back:

    Interest and dividend received      (17)
(excluded from segment revenue)     

 Revenue (external) 1 064 57 47 241 1 409

 – Total 1 064 107 99 524 1 794

 – Internal (with other segments) — (50) (52) (283) (385)

 Depreciation (11) — (6) (4) (21)

 Other net (expenses)/income (985) 9 39 (113) (1 050)

 Segment results 68 66 80 124 338

 Net interest and dividends received     14

 Group profi t before taxation     352

 Total segment assets 227 13 422 108 770

 Deferred taxation     4

 Bank balances     343

 Total Group assets     1 117

 Total segment liabilities 130 3 11 145 289

 Deferred taxation     1

 Long-term loans     10

 Taxation owed     23

 Total Group liabilities     323

 Cost of assets acquired 11 — 65 52 128 
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29.  SEGMENTAL REPORTING (continued)

 Primary segments

 2005

 Group revenue     1 148

 Add:

   Other income     15 

 Add back:

    Interest and dividend received 
(excluded from segment revenue)     (12)

 Revenue (external) 909 47 42 153  1 151

 – Total 909  88 84 360 1 441 

 – Internal (with other segments) — (41) (42) (207) (290)

 Depreciation (11) — (7) (1) (19)

 Other net (expenses)/income (841) 10 29 (56) (858)

 Segment results 57 57 64 96 274 

 Net interest and dividends received     11

 Group profi t before taxation     285

 Total segment assets 195 12 362 92 661

 Deferred taxation     4 

 Bank balances     301

 Total Group assets     966

 Total segment liabilities 94 2 7 161 264

 Deferred taxation     2

 Long-term loans     10

 Taxation owed     27

 Total Group liabilities     303

 Cost of assets acquired 36 1 94 2 133 
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29. SEGMENTAL REPORTING (continued)

 Nature of business segments

 Retail segment: Sells tiles, vitreous china sanitaryware and bathroom accessories to the public.

 Property segment: Purchases and rents out properties from which retail operations and franchisees operate.

 Franchise segment: Income and costs incurred with relation to maintaining and use of the brand names in the Group.

  Corporate services: Income and costs incurred in providing procurement, management and secreterial services.

     South  Other
     Africa countries Group

 Secondary segments

 2006

 Revenue – external sales   1 324 132 1 456

 Total assets   628 142 770

 Cost of assets acquired   120 8 128

 2005

 Revenue – external sales   1 087 108 1 195

 Total assets   521 140 661

 Cost of assets acquired   90 43 133 

 Nature of geographical segments

 South Africa: Includes the results of the operations and activities within the borders of South Africa.

 Other countries: Includes the results of the operations and activities in Mauritius, Australia, Italy, Botswana and Namibia.

 Inter-segmental transfer pricing 

 All inter-segmental transactions are concluded at arm’s length. 




