
Grouping Region Company Nature of business
Contribution to group
revenue 2007

Contribution to group
revenue 2006

Support Services

South Africa

Italy

–  International Tap Distributors 
(Pty) Limited

–  Earlyworks 191 (Pty) Limited

–  Penates Logistics (Pty) Limited

–  Cladding Finance (Pty) Limited

–  Ser Exports s.p.a

–  Import and wholesale taps and accessories

–  Wholesale tiling and accessories

–  Computerised warehousing and distribution

–  Outsourced debtors solutions

–  Procurement specialists

7

Retail

South Africa

Australia

–  Italtile Ceramics Limited

–  Italtile Australia (Pty) Limited

–  Retailers of tiles, taps, glassware and 
accessories

–  Retailers of tiles, taps, glassware and 
accessories

7 7

Franchise

South Africa

Mauritius

–  Italtile Franchising (Pty) Limited

–  Italtile Mauritius Limited

–  Bearer of South African Trademarks

–  Bearer of non-South African trademarks

Property Investment

South Africa

Africa

–  F.B. Ashman (Pty) Limited
(Italtile Property Holdings)

–  Allmuss Properties (Pty) Limited
(CTM Property Limited)

–  Allmuss Botswana (Pty) Limited

–  Allmuss Properties Namibia 
(Pty) Limited

–  Property investments

–  Property investments

–  Property investments

–  Property investments



The Group believes that a productive workplace is characterised by 

an environment in which service, efficiency and harmonious teamwork 

relationships are of primary concern to all.

Living the lifestyle

OUR VALUES

 TO ACHIEVE THIS ALL EMPLOYEES WILL BE:

» Hard working, “hands on” and involved;

» respectful of and act with fairness to all employees,  

 franchisees, customers, suppliers and any other 

 person with whom they may come into contact;

 

» honest, and act with integrity and in good faith;

» focused on customer service;

» partners, and act in a spirit of partnership with 

 fellow employees, suppliers and franchisees.
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Financial highlights
for the year ended 30 June 2007

% change
from 2006 2007 2006

GROUP AND FRANCHISED RESULTS

Turnover (Rm’s)

– by Group-owned stores 15 1 477 1 285

– by franchised-owned stores (unaudited) 14 1 101 968

System-wide turnover (Rm’s) 14 2 578 2 253

Number of stores (3) 95 98

Group results

Turnover (Rm’s) 15 1 477 1 285

Trading profi t (Rm’s) 16 393 338

Total assets (Rm’s) 20 1 345 1 117

Cash and cash equivalents (Rm’s) (25) 258 343

Number of shares in issue (000’s) — 18 677 18 677

Headline earnings per share (cents) 14 1 490 1 312

Normal dividends declared per share (cents) 16 500 430

Net asset value per share (cents) 23 5 386 4 388

Number of employees 19 591 495

u u

u u

1-financ highlits   1 9/25/07   4:39:48 PM
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The 2007 financial year has been a trying 

one for the Italtile Group. It has proved 

to be a watershed year in which the 

Company has had to look closely at the 

manner in which it operates and refocus 

on what is required to be the leader in 

our industry. The somewhat pedestrian 

results – particularly when compared 

to the sound returns of the previous 

15 consecutive years – speak for 

themselves. They should have been 

better than those that we have reported, 

not least because of the boom in the 

building industry and the buoyant 

economy prevalent in South Africa. 

Growing in a buoyant environment

Our business has expanded at a rapid 

pace during the first years of the 21st 

century, but in the past year we moved 

at a slower pace than expected of a 

company known as an energetic 

entrepreneurial enterprise. One problem 

is that there have been difficulties in 

achieving the level of vertical integration 

that we had desired. Another is that the 

objective of redefining the shopping 

experience for our customers has 

proved more challenging than we had 

imagined it to be. 

The Company has consistently 

advocated and practised the philosophy 

of owner operation that has run hand in 

hand with an emphasis on allowing store 

operators to show entrepreneurship, flair 

and skilled business acumen. During the 

year under review, problems were 

identified in both the supply side of our 

business as well as with store operators. 

In some cases the attributes of 

entrepreneurship were not as 

enthusiastically embraced as they could 

have been at a number of levels in 

the Company.

During the year, several franchise 

agreements were terminated. The 

positive side of this is that new blood 

was introduced to the Group. Putting the 

right people in the right job is pre-

eminent in this regard, and the changes 

during the past year have enabled us to 

place some new faces in our operation. 

Coupled with this is the continued 

upgrading of our stores and extension of 

our product range. Together, this will 

make a marked difference to our 

overall operation. 

The Group has a sound Strategic Plan 

and there is no doubt that once fully 

implemented there will be tangible 

results.  Regrettably the plan’s 

implementation has not been as swift 

as I would have liked, but it is now 

on track.

Chairman’s statement
for the year ended 30 June 2007

Our business 

has expanded at 

a rapid pace 

during the first 

years of the 21st 

century
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The Group continues to explore mechanisms to explore 

internal efficiencies

Complete one-stop shopping
Our intention has been to provide the 

complete one-stop shopping 

experience for our clients, ensuring 

that they receive superior service at all 

times, whether they are shopping for 

any of our products, from our 

traditional offerings of tiles and 

bathroomware to more recent 

products such as laminated flooring. 

That we now offer a wider range than 

ever before means that we have to pay 

more attention to detail to ensure that 

all members of our staff are completely 

proficient in their expertise and can 

give the right advice at all times. 

“Second best” is a misnomer in our 

business: only the very best will suffice, 

and we are confronting the challenge 

head-on to ensure that only the very 

best becomes the norm in customer 

service in every CTM and Italtile outlet. 

Excellent customer service, product 

knowledge, fashion, displays, 

immaculate housekeeping, speed of 

service, a wide offering of premium 

product and the availability of such 

products, easily accessible locations 

and ease of parking – the experience 

of all of these add up to a happy, 

contented customer who will return 

again and again. 

During the year, significant attention 

was paid to our supply chain to 

enhance the capacity of its component 

four divisions (ITD, Earlyworks, Penates 

and Elf) to make a really significant 

contribution to profits. Levels in 

reliability in supply must be improved if 

aggressive retail sales targets are to be 

met, and I believe that the ensuing 

financial years will indicate positive 

results following this intervention.

Strong economic growth in South 

Africa, associated with an increase in 

per capita income across the board, 

resulted in a greater demand for 

products available from the Group. It 

was pleasing, on the one hand, to note 

that this was particularly apparent at 

entry level where affordability is a key 

consideration. On the other hand, the 

proliferation of new entrants into the 

market, supported by unsurpassed 

demand for tiles and bathroomware, 

led to price cutting in a market in 

which the number of retail suppliers 

also mushroomed. Add to this the fact 

that the consumer is increasingly well-

informed and discerning in his choice 

of product, and it is clear that the 

importance of product reliability and 

in-store service becomes more 

significant than ever.

Results

The Group increased system-wide 

turnover by 14% to R2,578 billion (2006: 

R2,25 billion) for the year under review. 

The benefits of an ongoing focus 

aimed at containing growth in 

overheads, and maintaining margins 

in a highly competitive market, 

contributed to profit before tax of 

R408 million, an increase of 16% over 

the previous financial year. 

Trading profit rose by 16%, from 

R338 million in 2006, to R393 million 

for the year ended 30 June 2007.

Earnings per share increased to 

1 490 cents for the year, an increase 

of 14% over the previous year (2006: 

1 312 cents).

The Group continues to explore 

mechanisms to explore internal 

efficiencies, which supported the 

increase in operating margins to 

15,2% in the year under review 

(2006: 15%). These included more 

efficient store design, improved 

handling and storage of inventory, and 

further consolidation of the supply 

chain. These initiatives served to 

counter lower margin pressures, which 

would have resulted from a skewing in 

the product mix towards traditionally 

lower margin bathroomware and 

entry-level products.

South Africa

South Africa is the only country in 

which we operate our two brands, 

CTM and Italtile, in tandem. 



I t a l t i l e  L imi ted  Annua l  Repor t  2007

4

While the Italtile brand progressed in 

increasing the average selling price of 

tiles, at the same time entrenching its 

premium bathware range, it did not 

achieve satisfactory growth. It 

succeeded in moving its appeal to the 

super premium environment targeted at 

the emerging upper class. To this end 

the services of an Italian designer were 

engaged to align the showrooms with 

the superior upmarket brand offering. It 

remains a priority for Italtile to drive this 

transition fully into the upper end of the 

market, and to entrench its position as 

the pre-eminent supplier of tiles and 

bathware. We are on track in 

implementing this long-term 

growth strategy.

During the year, two new CTM stores 

were opened in townships – one on the 

east of Johannesburg, Tembisa, and the 

other on the west, Dobsonville in 

Soweto. Another was opened in 

Phuthaditjhaba in the Free State. The 

opening of these outlets was consistent 

with the Group’s objective to extend its 

retail footprint in traditionally black 

residential areas. It is anticipated that 

they will become important landmarks in 

these huge residential areas, and will no 

doubt set the pace for operations in 

similar places and will give important 

pointers to the way forward.  

Both the Italtile and CTM brands are 

household names in the country and 

have earned enviable reputations, with 

Italtile serving the higher end of the 

market. Our objective is to ensure that 

we continue to build on this reputation. 

We wish to develop our brands in the 

minds of consumers so that we are 

perceived throughout the country as the 

leading one-stop store. 

International and African 

operations

The Australian operation, although still in 

the throes of settling in a market that is 

very different to the one to which we are 

accustomed in South Africa, made a 

small contribution to the Group’s profits. 

Consumer demand softened following a 

less buoyant real estate market in New 

South Wales, with a resultant oversupply 

of inventory in the building industry. 

Steady progress in this market will see a 

consolidation of our performance and, in 

the long term, there should be further 

improvements in performance.

Our sub-Saharan African operation 

consists of 13 CTM outlets in Botswana, 

Lesotho, Namibia, Swaziland, Tanzania, 

Uganda and Kenya. I am satisfied with 

the progress in the Company’s operations 

in these seven African countries, and the 

performance of the store that was 

opened in Mombasa in March 2007 is 

particularly encouraging. We plan to have 

a further store up and running in Nairobi, 

Kenya, in the first part of 2008.

Chairman’s statement continued

for the year ended 30 June 2007

Both the Italtile 

and CTM brands 

are household 

names in the 

country and 

have earned 

enviable 

reputations
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Black economic empowerment

The Group has finalised a BEE 

transaction to sell 10,7% of the Group’s 

ordinary share capital to a BEE 

consortium which includes Italtile’s 

black staff and franchisees. This is in 

line with its strategy of enterprise 

development and the introduction of 

black-owned franchises. The Group is 

now well-positioned to access 

segments of the market from which 

it was previously excluded. The 

Group has met all its employment 

equity targets.

Subdivision of share capital

The shareholders approved a 

subdivision of each ordinary share 

into 44 ordinary shares. It is anticipated 

that this will enhance the tradability of 

the Italtile Limited share.

Dividend

The Board has declared a final ordinary 

dividend of 270 cents per share (2006: 

290 cents) which, together with the 

interim ordinary dividend of 230 cents 

announced earlier in the financial year 

(2006: 140 cents), produces a total 

ordinary dividend of 500 cents (2006: 

430 cents).

Outlook for the future

Conditions remain buoyant in the 

building industry and this, together 

with our sharpened focus on the entire 

spectrum of our operations, bodes well 

for an improved performance in the 

years ahead. In South Africa in particular, 

with the 2010 World Cup just over two 

years away, the market remains bullish 

as people share in the expectation of 

improved economic conditions. Added 

to this is the sustained improvement in 

the quality of life of people entering the 

housing market for the first time, or 

others who are committed to upgrading 

existing properties. Our products appeal 

to the full spectrum of the market, from 

entry-level buyers to the super premium 

market, from DIY aficionados to SMME 

entrepreneurs in the building industry. 

Our strategy is to continue a careful roll-

out of stores in areas convenient for our 

growing consumer base and to enhance 

the shopping experience in revamped 

stores that set the pace in terms of 

customer comfort, ease of movement in 

the store itself and proficient service.

I confidently expect that the next year 

will show our improvement compared 

to the returns reported in this annual 

report. 

Directorate

No changes occurred in the Board 

during the 2007 financial year. I wish to 

express my thanks to members of the 

Board for their wise counsel during a 

challenging year and for their 

continued service to the Company.

Appreciation

Our Company has a reputation as one 

that encourages entrepreneurship and 

achieves success. It is clear that the 

past year has been one in which our 

performance has been below par, but 

there are clear signs of new growth as 

we refocus and seize fresh 

opportunities. Many have shared in 

reaffirming our vision for the future. It 

is a tribute to them – members of staff, 

suppliers and customers – that they 

have done so, and I wish to thank all 

concerned for their ongoing support.

G A M Ravazzotti

Executive Chairman

Johannesburg

18 September 2007

Quality of life of people
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New Generation; New Energy

In a highly competitive, lucrative and 

changing market, Italtile Limited 

increased revenue by 14%, trading profit 

by 16% and net profit by 15,9% during 

the year under review. These results 

represent a slowdown in growth from 

previous years, and are disappointing in 

the context of the two decades in which 

we turned in 15 consecutive improved 

sets of annual results. The year saw 

promising progress, however, in the 

Australian and African markets. 

The 14% increase in system-wide 

turnover for the Group translated into 

an increase in monetary terms from 

R2,253 billion in the last financial year 

to R2,578 billion for the year ended 

30 June 2007. The modest increase in 

results has been achieved in spite of 

fierce competition, not least as a result 

of an influx of new entrants into the 

tiling market. That the Group has 

delivered steady results, demonstrates 

the soundness of its business models of 

the past. Its staying power, and the 

energy with which the Group meets the 

challenges that new competition 

presents, is built on a successful past in 

which sound foundations were laid. 

There is, however, a renewed challenge 

to rise to the demands that increased 

competition brings in a trading 

environment in which the customer 

displays increasing discernment. 

The Group continued to trade through 

two national brands, CTM and Italtile. The 

CTM brand seeks to position the Group 

firmly within all LSM groups by offering a 

wide product range, quality products at 

accessible prices and by keeping abreast 

of consumer needs and expectations.  

Research has shown that the brands sell 

more of their products to the first-time 

buyer, while retaining the loyalty of those 

clients who have been well served by 

the Group in the past. At the same time, 

both the brands appeal to those 

renovating their properties who prefer to 

purchase high-quality and reliable 

products. Greater demand for tiling and 

bathware, especially at the entry level, 

has resulted from the economic growth 

experienced in South Africa during the 

past financial year. This demand has 

seen a proliferation of new entrants into 

the market that has in turn created a 

price-cutting environment. 

The Group views this environment as 

positive since the consumer is afforded 

Operational review
for the year ended 30 June 2007

The Group 

continued to 

trade through 

two national 

brands, CTM 

and Italtile
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Inventory increased to R224 million from R150 million in 

the previous year due to investment in a broader 

product range

A wide choice of products
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a wide choice of products and places at 

which to shop. Product reliability and in-

store service will gain significance in the 

consumer’s selection of where to 

purchase goods. However, a sharpened 

focus on bathware during the year is 

one of the reasons for the Group 

relinquishing some market share in the 

tile industry, a share which we are 

confident will be regained in the coming 

year. By aligning its supply chain with its 

growth objectives and earnings growth, 

the historical growth trend enjoyed by 

the Group should be visible within the 

next year.

Three new stores opened during the 

past year, one major relocation was 

undertaken and numerous existing 

buildings were renovated. This is one of 

the reasons for the increase in turnover 

that will yield results in the years to 

come as consumers express their 

delight in the new-look stores and the 

continued supply of outstanding, 

superior quality products. 

Results

Although interest rates were increased 

on several occasions during the 2007 

financial year, consumer spend remained 

buoyant as many homeowners shifted 

from purchasing new houses to 

renovating their existing homes. This 

new trend in spending patterns assisted 

the Group to increase turnover, and 

raised trading profit by 16% to 

R408 million (2006: R352 million). 

Turnover from Group-owned stores 

increased by 14,9% to R1,477 billion 

(2006: R1,285 billion), while turnover 

from franchise-owned stores exceeded 

the one billion rand mark for the first 

time, increasing from R968 billion in 2006 

to R1,101 billion in 2007, a growth 

of 13,7%.

The Group’s operating margins increased 

to 15,2% (2006: 15,0%) through 

mechanisms enhancing internal 

efficiencies such as more efficient store 

design, improved handling and storage 

of inventory, and consolidation of the 

supply chain. 

Inventory increased to R224 million from 

R150 million in the previous year due to 

investment in a broader product range 

and through the conversion of franchise 

stores into Group-owned stores. This 

conversion also resulted in an increase 

in the cash generated from operations of 

Three new 

stores opened 

during the past 

year  and 

numerous 

existing 

buildings were 

renovated
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R173 million from R167 million in the 

previous reporting period.

Cash generated from operating 

activities before working capital 

increased by 17,6% to R428 million 

during the year under review (2006: 

R364 million). The bulk of the cash 

generated from operations was used 

for further investments in the property 

portfolio during the year, in line with 

the Group’s strategic intent to invest 

in property in order to deliver 

returns matching the Group’s 

operating activities.

In spite of the growth in revenue and 

profit during the year, performance 

was less than optimal and satisfactory 

from a management point of view, and 

aggressive steps were taken towards 

the end of the financial year to ensure 

a marked improvement in the next 

year. As we closed the year, it became 

clear that a process of fine-tuning our 

strategies and sharpening our focus, 

combined with optimising our product 

range and improving service levels, will 

be required to ensure a significant 

performance improvement during the 

next financial year. 

Superior quality
Operations reviewed

Italtile Limited, with its well-established 

supply chain, nevertheless remains 

well-positioned to continue as the 

supplier of first choice in South Africa. 

This supply chain ensures that 

consumers get the product best suited 

to their needs. Our commitment to 

provide superior customer service in 

store was not always realised during 

the year, with predictable results. 

Knowledgeable staff is a prerequisite in 

a service industry such as ours, and 

our record in previous years underlines 

its value. Such service goes hand-in-

hand with the superior quality product 

that we have on offer, our outstanding 

reputation and the strong financial 

base from which we operate. That we 

have not been able to provide this 

level of service consistently is a matter 

for regret and an issue that is enjoying 

the highest attention. 

The Group currently trades out of 

68 CTM stores in South Africa and a 

further 13 stores in sub-Saharan Africa. 

There are eight retail outlets in 

Australia. The Italtile brand is 

represented by eight stores in South 

Africa located in Gauteng, the Western 

Cape, Durban, Port Elizabeth and 

Nelspruit.

During the year, Italtile Limited 

reaffirmed its marketing strategy to 

resuscitate and to re-energise our 

operations:

•  to provide excellent and world-class 

outlets through our property division;

•  to ensure that our retail operations 

stand alongside the best in the 

world; and

•  to service all channels with a 

smooth and effective supply chain.

Property

The property portfolio continued to 

deliver returns in the year under 

review, in line with trading operations.

Extensive upgrades to current stores 

and relocation of others promises a 

shopping experience of a better 

standard than that ever previously 

experienced in our industry in the 

country. The objective is a one-stop 

store offering a spacious, 

well-organised display of a range of 
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high-quality goods, meeting the needs of 

the consumer with the best service. 

While this objective was achieved in 

many of our stores, further progress is 

required, not least in the area of 

customer service. 

The Group invested heavily in its 

property portfolio during the year, 

constructing new buildings, relocating 

others and upgrading existing sites, 

the benefits of which will be felt in the 

medium to long term. The portfolio 

increased in carrying value by 

R192 million to R688 million for the year. 

Properties are carefully selected 

according to long-standing, proven 

policies and stringent criteria. 

The emphasis in new or renovated 

stores is to create a shopping 

experience in which the customer feels 

at home in big airy spaces, air-

conditioned where necessary, with 

spacious parking and abundant natural 

light creating a comfortable and pleasing 

place to shop, thereby giving consumers 

the freedom to generate their own ideas 

and fulfil their dreams within the context 

of the options offered by the store.

The property boom experienced in South 

Africa over the past few years has 

presented the Group with exciting 

challenges and opportunities for the 

expansion of its property base and 

implementation of its policies. However, 

the costs of acquiring new properties, 

the bureaucratic challenges that 

occasionally accompany the acquisition 

of such properties, and the costs of 

maintaining the properties sometimes 

negate the positives. This is exacerbated 

by delays in obtaining regulatory 

approval for development, coupled with 

the rapid escalation in development and 

land prices. Given the Group’s 

requirements for prime sites and 

superior returns, such factors slowed 

the anticipated store roll-out in the 2007 

financial year.

The Group is committed to investing in 

property for the long term. Its careful 

assessment and analysis of the potential 

of property has always borne fruit and 

continued prudent property investments 

will contribute towards future growth. 

New areas are constantly evaluated for 

future development, with an eye 

constantly open for appropriate 

The Group is 

committed to 

investing in 

property for the 

long term
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Future sustainable growth is reliably expected in the 

coming years

Pleasing place to shop
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properties in areas where the brands will 

reach local markets. 

The roll-out of a new genre of the highly 

successful “New Generation” stores 

continued during the year. Aesthetically 

appealing, the design of the stores 

provides a perfect backdrop to the 

product range on offer. The exterior and 

immediate precinct invite the customer 

inside to an atmosphere at once 

welcoming, hospitable and attractive, 

presenting the enquiring mind with a 

multitude of possibilities in the 

applications to which the products 

lend themselves. 

Italtile Limited has made progress 

towards extending its network into 

residential areas that were traditionally 

black, with new stores opening in 

Tembisa on the East Rand, and 

Phuthaditjhaba in the Free State. Another 

store relocated to Dobsonville in Soweto.

Retail

The Group retained its position as the 

leading tile and bathroomware supplier 

in South Africa through its brands, CTM 

and Italtile. The CTM brand is established 

throughout South Africa, some 

neighbouring states and in Australia, 

while the Italtile brand occurs in South 

Africa only.

The Italtile brand has been migrated into 

the super premium environment 

targeted, amongst others, at the 

emerging upper class, as the pre-

eminent supplier of tiles and 

bathroomware to this market, 

while the CTM brand has positioned 

itself as a specialist supplier, 

strengthening its position as a supplier 

to first-time buyers.

Group plans remain on track to align its 

showrooms to reflect its vision, to 

extend the network of outlets into 

traditionally black areas, improving the 

quality of products in both brands and 

refining service levels in all stores. Future 

sustainable growth is reliably expected 

in the coming years.

The building boom in South Africa has 

not translated into the extent of growth 

that was previously predicted. This

 can be ascribed in part to a lack of 

exposure to government and 

commercial property developments. 

The launch of the “CTM Easy Style” card 

in the first half of the year under review 

provided an enhancement to CTM’s 

The Group has 

formed closer 

ties with 

companies with 

which it has a 

good and close 

working 

relationship



I t a l t i l e  L imi ted  Annua l  Repor t  2007

13

offering, and has great potential to 

attract a new profile of consumer. 

First-time buyers now have the ability 

to purchase an attractive basket of 

affordable products through extended 

payment terms, thus paving the way 

for better results in the long term. The 

Group does not expect to rely on this 

product as a primary means of 

business since Italtile Limited has 

always primarily operated as a cash-

based retailer. As such, the constraints 

implicit in the new National Credit Act 

are of little, if any, bearing.

Italtile continues to source high-quality 

tiles and bathware from South Africa 

and internationally. Its significant 

buying power allows it to provide 

competitive pricing in spite of an 

environment in which the demand for 

tiles and bathroomware has resulted in 

new entrants to the market with the 

inevitable price wars that accompany 

such proliferation of trade.  The 

consumer is offered an attractive 

product selection sourced both in 

South Africa and in countries abroad, 

such as Italy, Spain, Brazil, China, 

Turkey, India and Australia.

Competitive pricing
Our commitment remains that of 

offering a full solution to customers. 

The need to enhance our service levels 

has resulted in an intense training 

initiative to ensure that not only do we 

regain the high levels of service for 

which we have always been 

recognised, but that this climbs to 

levels of excellence previously 

unparalleled in our industry.  

Supply chain

Instead of increasing its supply chain in 

the year under review, Italtile Limited 

has focused on consolidating its 

operation and ensuring efficiencies by 

seeking ever more streamlined 

mechanisms to enhance internal 

effectiveness, better handling of stock, 

and management. In so doing, it 

underlined its determination to serve 

the market.

Consequently, the Group has formed 

closer ties with companies with which 

it has a good and close working 

relationship. The consumer has 

benefited from this in the smooth and 

ready supply of good-quality products 

from South Africa and internationally at 

highly competitive prices. This was 

further enhanced by one of our South 

African suppliers increasing its number 

of kilns, thereby escalating the number 

and range of tiles it is able to supply 

and improving the integrity of its 

products. Our extensive experience 

means that we are able to identify 

products that are well suited to the 

markets it serves, and to do so at 

keenly competitive prices with 

appropriate warranties where 

applicable. In addition, the wide 

network of business contacts 

established over some 50 years 

enables us to source many products 

that no other retailer in South Africa 

can provide.

Laminated flooring is viewed as a 

product that will grow in its appeal to 

the market and contribute towards 

turnover. High-quality flooring is 

provided at prices lower than our 

competitors. The range has extended 

our range at the bottom end of the 

market without compromising in any 

way on quality.  Product is sourced 

from Germany, China and South Africa.

Bathroomware, such as taps and other 

accessories that are available from the 

two brands, are durable, functional and 
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highly fashionable. These high-quality 

and exclusive accessories are obtained 

in South Africa and internationally. 

A distribution centre in Durban provides 

effective support for the supply chain. All 

products arriving in South Africa from 

overseas countries pass through this 

hub. 

Clearly the year under review was one 

of enhancing our supply chain and 

distribution, and we are confident of an 

improvement in results following the 

strengthening of our supply chain. We 

will renew our focus on our major 

product category, which is tiles, while 

consolidating the gains made in 

bathware. We will continue to establish 

optimal alignment of our integrated 

supply chain with our growth objectives 

to ensure that our suppliers deliver the 

best possible products and the widest 

range of goods to meet the needs of our 

clients. Efficient management of product 

within the supply chain, despite rapid 

growth, is essential.

Franchising

Italtile Limited meticulously selects 

franchisees who have a proven track 

record in the business as well as those 

who will identify with our core values 

and modus operandi. Italtile subscribes 

to the policy that only those best suited 

for the job can add value to its 

performance. This includes a 

commitment by franchisees to the 

Group’s long-standing policy of dynamic 

entrepreneurship, a practice expected of 

all within the organisation. Each business 

unit must adopt a small business 

approach, fine-tuned to its particular 

market needs, to ensure optimal growth 

and returns. 

During the year, several franchise outlets 

have been temporarily converted into 

Group-owned stores. The emphasis is on 

maintaining and building on the 

fundamental elements at the core of our 

success: a reputation for service 

excellence and premium product. 

All franchisees need to have a complete 

understanding of all aspects of the 

business, from an in-depth knowledge of 

the communities in which they operate 

to providing sustained service excellence 

to their customers.

African and international operations

Italtile regards the markets it serves in 

sub-Saharan Africa as an extension of 

During the year, 

several franchise 

outlets have 

been 

temporarily 

converted into 

Group-owned 

stores
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the South African market. The direct 

involvement in what were previously 

franchised businesses will ensure 

greater access to resources and 

additional levels of regional 

co-operation.

The Company’s Australian operation, 

with its eight retail outlets in 

Queensland and New South Wales, 

made a small contribution to Group 

profits. Following weaker buoyancy 

than anticipated in the real estate 

market in New South Wales, consumer 

demand softened. This resulted in the 

market becoming oversupplied and 

weakening retail prices. A nominal 

contribution to Group profits is 

anticipated going forward.

Energising our future

The Italtile Group is focused on the 

future and firmly committed to the 

principles of growth which have 

established it as the leading South 

African retailer of local and imported 

sanitaryware, ceramic tiles, bathroom 

accessories and laminated flooring. 

Our reputation for sound governance 

is well known and respected in the 

investor community. As has already 

Enthusiasm for growth
been indicated, several initiatives are 

being implemented to ensure that the 

business is re-energised and that there 

is a return to the past pattern of 

growth. Part of this refocus is the 

understanding that for growth to be 

sustained, operations must change in a 

dynamic manner as the market 

evolves. This includes an 

understanding and acceptance by 

management on the ground that local 

conditions often dictate unique 

approaches. The Group has 

consistently encouraged such an 

approach as part of its entrepreneurial 

mantra, and with new management 

appointments in many of the Group’s 

outlets, there is no doubt that the 

enthusiasm for growth that is implicit 

in such a philosophy will bear fruit. This 

is consistent with its people-centred 

philosophy, one that has stood the 

Group in good stead for many years.

Prospects

Given the change in and upgrading of 

our existing footprint, the continued 

enhancement of the shopping 

experience for the consumer, the 

introduction of an ever-broadening 

product range, the emphasis on 

securing suitable sites which meet our 

investment and retail criteria, and the 

rolling out of our strategy to enhance 

our retail store network and meet 

changes in consumer behaviour and 

needs, the future bodes well.

Our focus in the year ahead will be on 

consolidating the benefits of the 

broader product range, introducing 

further operational efficiencies and 

enhancing the general shopping 

experience for our customers. We are 

confident that the market will remain 

buoyant as the quality of life and 

standard of living continues to improve 

for countless numbers of South 

Africans who desire gracious homes 

decorated with the classic styles that 

our brands provide. 

Interest rates are at risk of increasing 

at least once more during the coming 

year, but the demand for housing will 

not ease, and neither will the need for 

improvements to existing properties 

dwindle. Simply stated, those not 

buying new homes will renovate. In 

any event, the Group’s activities are 

geared to benefit in both rising and 

decreasing interest rate environments. 
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Competition in the industry will not halt 

and price wars will continue. Italtile is 

confident, however, that it will stay 

“ahead of the pack”, providing service 

far superior than that on offer elsewhere. 

The needs of our clients will be met 

using the best model, the best brands, 

the best products and the best 

supply chain.

Consequently, we remain confident that 

the Group will exceed the current level 

of earnings growth in the coming 

financial year – not least due to our 

initiatives to enhance sales growth, to 

contain costs and to focus on the 

buoyant market conditions which we 

expect to prevail.

Appreciation

The Italtile Group is a dynamic 

organisation, and we have been 

privileged to have been associated with 

countless numbers of customers, 

suppliers and members of staff who 

dynamically reflect our vision. Long-

standing customers return again and 

again to relive their Italtile or CTM 

experience, while new ones fulfil their 

dream of enhancing the quality and 

value of their properties by shopping at 

our outlets. That in itself is testament to 

a commitment by suppliers and staff, 

one which needs to be reinforced to 

ensure that such experiences are 

cemented in the future. To them all we 

offer grateful thanks.

G P E Ravazzotti

Chief Executive Officer

Johannesburg

18 September 2007

Long-standing 

customers 

return again and 

again to relive 

their Italtile or 

CTM experience
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(All amounts in Rm’s)

Seven-year

compound

growth % 2007 2006 2005 2004 2003* 2002* 2001* 2000*

OPERATIONS

Turnover 20 1 477 1 285 1 032 800 749 620 455 423

Trading profit 29 393 338 274 214 166 129 82 65

Profit before taxation 29 408 352 285 222 174 133 85 70

Profit attributable to equity 
holders of the parent 28 270 233 191 151 118 95 59 49

Headline earnings 28 270 237 190 151 122 95 58 47

Dividends paid 38 95 114 60 26 21 18 11 10

FINANCIAL POSITION

Non-current assets 772 550 446 330 265 257 209 170

Current assets 573 567 520 425 327 301 177 116

Equity attributable to equity 
holders of the parent 944 764 634 500 389 326 234 179

Non-current liabilities 12 11 12 9 10 12 7 5

Current liabilities 357 312 291 232 182 212 139 100

CASH FLOW

Cash flows from operating 
activities 168 167 205 155 126 98 49 66

Cash flows utilised in investing 
activities (255) (121) (137) (88) (67) (59) (45) (55)

Cash flows from/(utilised by) 
financing activities 2 (4) 10 (2) 7 7 10 1

Cash and cash equivalents 
at end of year 258 343 301 223 158 92 46 32

* Historical ratios relating to 1998 to 2003 were not restated to reflect subsequent changes in accounting policies (IFRS adjustments).

Group review
for the year ended 30 June 2007
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Group review continued

for the year ended 30 June 2007

(All amounts in Rm’s)

Seven-year

compound

growth % 2007 2006 2005 2004 2003* 2002* 2001* 2000*

FINANCIAL RATIOS

Returns

Trading profit to turnover (%) 8 26,6 26,3 26,5 26,7 22,1 20,9 18,1 15,3

Return on shareholders’ 
interest (%)(1) 31,6 33,3 33,7 34,0 33,0 33,9 28,6 30,8

Average consumer price 
index (%)+ 7,0 4,9 2,6 4,8 9,6 10,6 6,9 7,0

Earnings per share (cents) 28 1 489,7 1 290,1 1 072,8 854,6 668,1 518,3 320,1 269,5

Headline earnings per share 
(cents) 29 1 489,7 1 312,3 1 069,2 856,3 691,4 518,3 317,0 254,8

Dividends declared per share 
(cents) 37 500 430 270 160 130 100 60 54

Special dividend per share 
(cents) 330 140

Productivity

Turnover per employee 
(R000’s) 9 2 499 2 596 2 572 2  122 2 171 1 797 1 441 1 346

Total assets per employee 
(R000’s) 14 2 276 2 257 2 394 2 003 1 718 1 617 1 222 912

Trading profit per employee 
(R000’s) 18 665 683 681 566 479 375 261 206

Turnover growth (%) 14,9 24,5 29,6 6,8 20,9 36,1 7,8 23,2

Number of employees 591 495 403 377 345 345 316 314

Number of stores 97 98 101 97 94 91 78 67

– Owned and joint ventures 45 42 42 36 33 35 34 34

– Franchised 52 56 59 61 61 56 44 33

Solvency and liquidity

Interest cover (times)(2) 196,5 112,7 219,8 144,2 96,1 71,8 1 176,5 —

Dividend cover (times)(3) 3,0 3,1 4,0 5,4 5,3 5,1 5,3 4,9

Gearing ratio (%)(4) 1,2 1,3 1,5 1,6 2,4 3,2 1,8 —

Current ratio (times)(5) 1,6 1,8 1,8 1,8 1,8 1,4 1,2 1,2

Acid test ratio (times)(6) 1,0 1,3 1,3 1,3 1,3 0,8 0,6 0,5

Definitions
(1)  Return on shareholders’ interest: Profit attributable to equity holders of the parent as a percentage of average equity 

attributable to equity holders of the parent.
(2)  Interest cover: Trading profit divided by interest paid.
(3)  Dividend cover: Headline earnings divided by dividends declared (excluding special dividends).
(4)  Gearing ratio: Interest-bearing debt as a percentage of equity attributable to equity holders of the parent.
(5)  Current ratio: Current assets divided by current liabilities.
(6)  Acid test ratio: Current assets, less inventory, divided by current liabilities.

* Historical ratios relating to 1998 to 2003 were not restated to reflect subsequent changes in accounting policies (IFRS adjustments).

+As per Statistics South Africa.
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(All amounts in Rm’s)

Seven-year

compound

growth % 2007 2006 2005 2004 2003* 2002* 2001* 2000*

Financial ratios (continued)

Stock exchange 
performance

Market capitalisation+ (Rm’s) 34 5 147 3 391 2 364 1 368 1 179 842 678 659

Closing share price at 
year-end (cents) 34 28 400 18 790 13 300 7 750 6 700 4 600 3 700 3 600

Market value per share

– High (cents) 32 000 20 900 14 000 7 870 6 700 4 700 4 000 3 700

– Low (cents) 18 200 13 300 7 627 5 120 4 600 3 500 3 300 2 150

Closing share price to net 
asset value per share 5,27 4,28 3,57 2,66 2,86 2,51 2,81 3,64

Price earnings ratio (times) 19,06 14,57 12,40 9,07 10,0 8,9 11,6 13,6

Dividend yield (%) 1,8 2,3 2,6 2,1 1,9 2,2 1,6 1,5

Earnings yield (%) 5,2 6,9 8,1 11,0 10,0 11,3 8,7 7,5

Number of shares in 
issue (000’s) (excluding treasury 
shares) 18 121 18 095 17 771 17 646 17 604 18 311 18 311 18 311

Volume of shares traded (000’s) 835 520 707 398 242 590 464 501

Value of shares traded (R000’s) 190 352 94 921 77 466 27 570 13 671 23 462 16 772 13 262

Volume of shares 
traded as a % of total 
issued shares 4,6 2,9 3,9 2,3 1,3 3,2 2,5 2,7

+Excluding treasury shares.

* Historical ratios relating to 1998 to 2003 were not restated to reflect subsequent changes in accounting policies (IFRS adjustments).
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