
G R O U P  S T R U C T U R E

      CONTRIBUTION TO
 GROUPING REGION COMPANY NATURE OF BUSINESS GROUP REVENUE

 FRANCHISE  

  South Africa  Italtile Franchising (Pty) Limited –  Bearer of South African trademarks

  Mauritius  Italtile Mauritius Limited –  Bearer of non-South African 

      trademarks

          

          

 PROPERTY INVESTMENT  

  South Africa  F.B. Ashman (Pty) Limited –  Property investments

      (Italtile Property Holdings)

    Allmuss Properties (Pty) Limited –  Property investments

      (CTM Property Limited)

  Africa  Allmuss Botswana (Pty) Limited –  Property investments

     Allmuss Properties Namibia  – Property investments
(Pty) Limited

 SUPPORT SERVICES  

  South Africa   International Tap Distributors  –  Distributor of taps and accessories

      (Pty) Limited

    Earlyworks 191 (Pty) Limited –  Distributor of tiling tools and accessories

    Penates Logistics (Pty) Limited –  Computerised warehousing and distribution

    Cladding Finance (Pty) Limited –  Outsourced debtors solutions

  Italy  Ser Exports s.p.a. –  Procurement specialist

 RETAIL  

  South Africa   Italtile Ceramics Limited –  Retailers of tiles, taps, sanware and 

accessories

  Australia  Italtile Australia (Pty) Limited –  Retailers of tiles, taps, sanware and 

accessories

2007

14,1%
(%) Contribution

2008

19,2%
(%) Contribution

2008

74,1%
(%) Contribution

2007

79,3%
(%) Contribution

2008

3,3%
(%) Contribution

2007

3,4%
(%) Contribution

2007

3,2%
(%) Contribution

2008

3,4%
(%) Contribution



The Group believes that a productive workplace is characterised 

by an environment in which service, ef ficiency and harmonious 

teamwork relationships are o f primary concern to all.

  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.

TO ACHIEVE THIS ALL EMPLOYEES WILL BE:

The style.
The passion.
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F I N A N C I A L  H I G H L I G H T S

% change
from 2007 2008 2007

GROUP AND FRANCHISED RESULTS
Turnover (Rm’s)
– by Group-owned stores 11 1 635 1 477
– by franchised-owned stores (unaudited) 3 1 133 1 101

System-wide turnover (Rm’s) 7 2 768 2 578

Number of stores 5 98 93

Group results

Turnover (Rm’s) 11 1 635 1 477

Normalised trading profi t (Rm’s)# 8 424 393

Total assets (Rm’s) 17 1 570 1 345

Cash and cash equivalents (Rm’s) 9 281 258

Number of shares in issue (000’s) 11 909 800 821 800*

Headline earnings per share (cents) — 34 34*

Normal dividends declared per share (cents) 9 12 11*

Net asset value per share (cents) 22 149 122*

Number of employees (2) 582 591

*Restated for share split (refer to note 21 in the Group annual financial statements).
#Trading profit excluding BEE share option expense of R25 million in 2008.

u MARKET CAPITALISATION
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The sudden economic downturn 

during the past year has, 

however, focused all our minds 

on a new perspective in the 

market and forced us to confront 

the reality of the environment in 

which we are now operating. 

he past financial year has been one in which the South African economy moved into 

a cyclical downturn that impacted negatively on every sphere in the market. There 

appeared to be a slowdown in the number of projects being developed from 

approximately the end of October last year, which also had a harmful effect on the building 

industry. Added to this were the problems experienced by the Eskom power outages at the 

beginning of 2008, fluctuating oil prices, and a volatile socio-political environment. 

Italtile Limited also felt the effects of this cyclical downturn and we experienced slow 

growth in turnover for the year ended 30 June 2008.

 R E S U LT S

We reported a trading profit that showed an increase of 8% during the year under review, 

excluding the cost of the BEE transaction. This translated into a normalised trading profit of 

R424 million, compared to R393 million the previous year. The tangible net asset value per 

share increased by 22% to 149 cents (2007: 122 cents). 

 T H E  T R A D I N G  E N V I R O N M E N T

As a business, Italtile Limited depends on the discretionary spend of the consumer. With the 

man in the street also under pressure, it was therefore not surprising that there was a 

downswing in the Company’s performance in the year under review. The sudden economic 

downturn during the past year has, however, focused all our minds on a new perspective in 

the market and forced us to confront the reality of the environment in which we are now 

operating.

We have been fortunate in the past years to have been able to operate our business in a 

booming economy. The market has been spoilt for choice – a situation that still prevails. It is 

interesting to note two characteristics in the climate in which our industry operates:

There are many retailers competing for the attention of the consumer; and

 Newspapers and magazines continue to be cluttered with advertising for tiles and 

sanitaryware.

With the downturn in the economy, however, trading has become a lot more difficult and 

there are many challenges – old and new. Yet, as we are all aware, with every challenge comes 

renewed opportunities that wait to be met and used to our advantage.

I have no doubt that now is the time to seize these new opportunities. Italtile Limited has 

a long record of operating as a successful Company and, indeed, still does so. To this end we 

have identified the shortcomings in our business and are actively addressing them. We know 

that we could have provided a better shopping experience for customers during the past year 

and we have actively put in place measures to reinforce one of the pillars that we believe has 

led to our success in the past – superior customer service. 

C H A I R M A N ’ S  S TA T E M E N T 

T
A market spoilt for choice
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In particular, I believe that the present climate is the right time to ensure that we improve 

our business and management skills.  There are four pillars on which we need to strengthen 

our Company still more going forward, and management and members of staff have been 

directed to meet these objectives in an energetic and professional manner.

1.  In everything we do, we need to put the customer first. If our business actions do not 

benefit the customer, then it will not benefit members of staff, our retail outlets, 

shareholders or the Company.

2.  Our people must be developed to the maximum of their potential. Only if people grow in 

their skills and knowledge will they derive satisfaction from their work. Satisfied staff makes 

for satisfied customers.

3.  We are actively encouraging and rewarding individual creativity and innovation. Increasingly 

we are emphasising the need for us all to find a better way of doing business, and a better 

way of serving our customers. Management has been urged to allow all members of staff, 

whatever their role might be, the freedom to make a difference.

4.  The commitment to continuous improvement is a prerequisite. No one must be allowed to 

stagnate – there must be an incessant dynamic that ensures that every person will actively 

strive to better what they have already achieved. 

Poor economic times present an opportunity to improve on every front. Quick fix solutions 

or easy-to-implement business models will simply not work in a brutally competitive 

environment. Dealing with human resource issues is never easy, but confronting them head-on 

and resolving the challenges they present is the only way to bring sustainable improvement to 

our business. 

 D E V E L O P M E N T S  I N  O U R  B U S I N E S S  M O D E L

Important negotiations took place during the year, culminating on 1 July 2008, with the formation 

of a new subsidiary company, Italtile Retail in which Sergio Galli and Paul Couzis have a 

combined 45% stake. I am very happy with the deal that we have concluded with them since 

they will bring a new energy, together with their considerable experience of the brand on the 

one hand, and the Group on the other. I have no doubt that Sergio and Paul’s ability will lead 

to exciting developments in the future. 

Likewise it has been a period of consolidation for CTM, as we have analysed the 

performance of stores and made adjustments in management where appropriate. Our new 

brand, Top T, came on-stream during the year, with the opening of four outlets in Gauteng. It is 

early days yet but initial indications are that the brand can fulfil an important need in the market. 

The Group’s continued focus on training and mentorship has continued unabated. Its 

objective is to strengthen our foundation as the leading supplier of ceramic tiles, sanitaryware 

and related products in South Africa. In addition we are in the process of developing a pool of 

future store leaders. They are being given the appropriate training so that in due course they can 

graduate to positions such as store manager, franchise holders or joint venture partners.
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C H A I R M A N ’ S  S TA T E M E N T  ( c o n t i n u e d ) 

We continue to evaluate 

development opportunities, 

especially given the current 

market where softening land 

prices have the potential to offer 

higher longer term returns. 

 F O R E I G N  I N T E R E S T S

Africa

The Italtile Group’s closer involvement resulting from the new partnership model in its 

East African store is in its embryonic phase in respect of results, and the Group 

continues to evaluate opportunities. During the year we operated with 13 franchised 

stores and one group- owned store in sub-equatorial Africa, all branded CTM.

Australia

Italtile Limited’s Australian operation, comprised of eight stores, once again made a 

positive contribution to Group results due to its more intimate understanding of regional 

consumer requirements and further refinement of its retail model. There are eight retail 

stores operating in the eastern states of Australia under the CTM brand.

 P R O P E R T Y  P O R T F O L I O

The quality of the Group’s property portfolio was confirmed through a triennial valuation 

of certain properties which disclosed a value of R1,1 billion, compared to its carrying 

value of R640 million at the end of June 2008.

The Group’s property portfolio maintained returns which were in line with those of 

its trading operations during the year under review. In the short term returns in this 

portfolio might not be maintained at the present level as a result of the increase in 

property costs and related expenses. We continue to evaluate development 

opportunities, especially given the current market where softening land prices have 

the potential to offer higher longer term returns. With its capacity to fund property 

investments, the Group will look to take advantage of the current market to further 

strengthen its property portfolio. 

 B L AC K  E M P O W E R M E N T

The Group’s BEE transaction became effective on 11 February 2008 as the remaining 

administrative conditions and requirements were fulfilled. Italtile Limited is now in a 

position to participate in new markets as a result of its BEE partnerships.

 S U B D I V I S I O N  O F  S H A R E S

On 6 November 2007 the Company altered its authorised and issued share capital by 

subdividing every share of no par value in the Company’s authorised and issued share 

capital into 44 ordinary shares of no par value.

Strengthening our property 
portfolio
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 D I V I D E N D

Based on operational progress during the second half of the financial year, the Group 

has reverted to the historic dividend cover of three times.

The Board has declared a final dividend of 8 cents per share (2007: 6,1 cents), 

which together with the interim ordinary dividend of 4 cents, produces a total ordinary 

dividend declared for the year of 12 cents (2007: 11,4 cents), an improvement of 5,3%.

 P R O S P E C T S

The year ahead will be difficult. As I have outlined earlier, there are many challenges 

that present themselves in the current economic climate. Given the improvements 

which I believe we will see in our operations following the measures we have put in 

place to address our shortcomings, we shall endeavour to maintain our profitability at 

existing levels. 

 D I R E C TO R AT E

Mr J Couzis retired from the Board during the year and my thanks to him for his long-

standing service and support. Two new members joined the Board during the year – 

Mr G K A Morolo and Mr G Zannoni. We look forward to their involvement as we go 

forward.

 A P P R E C I AT I O N

In a year such as the one we have just experienced, it is always a pleasure to be able 

to work with a Board of Directors who fully appreciate the circumstances impacting 

on the economy, and I wish to thank each one of them for their invaluable advice. 

Similarly, to have executive members of management and senior management, who 

are cognisant of the business challenges they face each day, and who are committed 

to resolving these challenges, is also gratifying. 

My appreciation is also due to our franchisees and joint venture partners. Our 

suppliers, have, as always, been an important part of our operation and to them I also 

express my thanks. Most importantly, however, I wish to thank our customers, both 

new ones who have come through our doors through the past year as well as the 

loyal contingent of shoppers who have used our products over many years.

G A M RAVAZZOTTI
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O P E R A T I O N A L  R E V I E W 

The style.The passion.y p
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Despite operating in a tough economic environment regularly punctuated by rising interest 

rates, fuel and food prices, Italtile Limited reported a 7% increase in system wide turnover to 

R2,77 billion for the year ending 30 June 2008, up from R2,58 billion in the previous year.

Given that increases in consumer products in South Africa are a common phenomenon, it 

was pleasing that the Group was able to contain its price increases, with price inflation coming 

in at only 1,5%. Real growth from the existing store network was 6% as the Group consolidated 

its market advantage. Consumers benefited directly from this, a welcome relief for them.

The Group’s trading profit increased from last year’s R393 million to R399 million, a 2% 

increase. This included a once-off cost of R25 million associated with the IFRS 2 (share-based 

payments) expense of the transaction. If one were to exclude the impact of this transaction, 

this would translate into a normalised increase in trading profit of 7,9%. Increased financing 

costs of R14 million (2007: R2 million) resulted largely from property related borrowings.

Despite slower market demand, the Group was successful in decreasing inventories by 

19% to R263 million during the second half of the financial year, bringing inventories into line 

with previous levels. Six months earlier, on 31 December 2007, this figure had stood at 

R322 million.

Cash reserves within the Group remained healthy, increasing by R23 million to R281 million 

(2007: R258 million). The Group’s current ratio improved to 2,4 times (2007: 1,6 times) as a 

result of borrowings of R73 million in the properties portfolio, which released working capital 

to fund operations. During the period, direct property investments and store enhancements, 

totalling R126 million, were concluded as the Group’s upgrading of its stores continued 

unabated.

The tangible net asset value per share increased by 22% to 149 cents (2007: 122 cents).

The performance of the Italtile Group during the past year comes against the backdrop of 

its steady growth over a number of years. Since the turn of the century, it has emphasised its 

dominance of the market by consistently improving its trading profit and system wide turnover. 

For example, its trading profit increased from R65 million in 2000 to R399 million in 2008. 

In the same period its system wide turnover increased from R620 million in 2000 to R2,7 billion 

in 2008.

◆  A N  E N E R G I S E D  B U S I N E S S  I N  A  S L O W  E C O N O M Y

During the year Italtile Limited expanded its well-established and leading household-name 

brands, Italtile and CTM, with the addition of Top T. The new brand serves a specific niche in 

the market, appealing largely to the price-sensitive entry market. It complements the two 

established brands that have dominated the South African market for decades, ensuring that 

the Group is able to offer the full spectrum of the best tiles and sanitaryware, taps and other 

A complement 
of leading brands
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O P E R A T I O N A L  R E V I E W  ( c o n t i n u e d ) 

Newcomers to the market in the 

past few years gave consumers 

a wider choice of product than 

those offered by the Group. 

Economic pressures of the past 

year, however, may see the 

number of choices once again 

diminish as many consumers 

are now feeling the credit 

crunch. 

related products to the market. Each brand will continue to evolve dynamically in the manner 

that best fits the psyche of its market in South Africa.

The Group’s established brands are not only in the enviable position of having a loyal 

customer base, but also have a proven track record of providing an ever-increasing range of 

products aimed at giving customers quality of life and the latest fashion trends in the building 

industry.

With the advent of Top T, a new sector of the market is now benefiting from the Group’s 

wide experience in sourcing the best product for individual markets. Italtile Limited’s mantra 

of providing a lifestyle for life has entered a new phase.

Newcomers to the market in the past few years gave consumers a wider choice of 

product than those offered by the Group. Economic pressures of the past year, however, may 

see the number of choices once again diminish as many consumers are now feeling the 

credit crunch. Indeed, experience has shown that CTM, for example, is a consistent player, 

and the retailer of choice. As the credit crunch bites harder, gaps in the market will appear as 

recent entrants are unable to sustain their performance in a tough economic climate, either 

through service or supply. This gap in the market creates new opportunities, but it is not just 

a matter of filling it. In order for us to take advantage of prevailing economic conditions, we 

need to look at offering not only improved product quality, but also better customer service. 

The Group has adopted a “no customer walks” policy, whose aim is to ensure that no 

customer leaves without either a sale or a contact for follow-up.

The Group has continued to implement its successful model of franchising and joint 

venture operations. Fundamental to these performing successfully is each store operator’s 

comprehensive understanding and knowledge of the community in which he or she 

operates, and a passionate commitment to the brand.

◆  P R O P E R T Y

The Property division is now the second largest in the Group, with a portfolio of R1,1 billion. 

The positioning of the Group’s properties, on which it establishes its instantly-recognisable 

retail outlets, has always been a major marketing imperative. The theory has been simple: 

place the buildings within site of customers travelling on busy arterial traffic routes, and they 

will be attracted into the stores. Ensure the stores are bright and airy with a soft look, friendly 

external environment and plenty of spacious parking, and the foundation is laid for contented 

customers at ease in a setting conducive to choosing products that best suit their needs. The 

process is dynamic, however, and constant attention is paid to providing an architectural look 

and feel that suits the market. For example, there has been a change from the old CTM 

towers of brick and mortar, which for so many years was the signature landmark of the 

brand. These have been replaced with open steel structures, aesthetically enhancing the new 

Providing a lifestyle for life
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CTM where they are being constructed. The signature has changed slightly, but the 

commitment to the positioning ideal remains.

The year under review saw a number of relocations of existing stores on the one hand, 

and extensions to existing stores on the other.

Major revamps have occurred in some Italtile outlets, with the renovation of the Peter 

Place store in Bryanston being completed. Its size was doubled, and the new design was 

influenced by leading Italian and designer, Roberto Palomba. Umhlanga also underwent a 

major refit under the creative eye of Palomba, and, given its position in the Gateway 

Business Complex, is probably now the leading store in the Group. Approximately 

500 square metres of floor space was added in a facelift to the Somerset West outlet, 

nestled beneath the majestic mountains in the Cape Winelands.

The new brand, Top T, will occupy less areas of floor space than the established 

brands, and presents the Property division with exciting opportunities to design and 

establish retail outlets that perfectly meet the demands of this market.

For the immediate future, however, the careful and methodical planning of the past 

10 years means that most CTM and Italtile stores are optimally placed. The existing policy 

on warehousing is to carry stock on site in the CTM outlets although, going forward, 

consideration may be given to changing this model. In respect of Italtile, the large outlets 

continue to incorporate on-site warehousing, with a move towards centralised 

warehousing for Italtile outlets in smaller centres, such as Nelspruit. Essentially, the 

warehousing model is continually evaluated to ensure a profitable operation for the Group 

and optimal servicing of customers.

Overall the Group is well poised, having invested heavily in infrastructure in the past, 

to develop existing and new properties in the next 18 to 24 months should economic and 

market conditions prove suitable for such expansion. The Property division plays an 

integral part in the Group’s drive to increase its market share by ensuring that outlets are 

sited and designed to ensure successful merchandising and marketing.

◆  I TA LT I L E

Italtile has a firm footprint as the premium brand in the market seeking to make a fashion 

statement through customers’ choice of ceramic tiles and sanitaryware and associated 

building materials such as taps and other bathroomware. During the year under review it 

finalised its immediate plans to refurbish its leading stores, as indicated in the report on 

the Property division. Management is considering opening an additional outlet on the 

eastern side of Johannesburg in the next 12 to 18 months, with plans also being 

considered for as many as four stores countrywide during the next five to seven years. 

All planning is critically evaluated and proficiently implemented.

The style.The passion.
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O P E R A T I O N A L  R E V I E W  ( c o n t i n u e d ) 

The style.The passion.y p



I T A L T I L E  L I M I T E D  A N N U A L  R E P O R T  2 0 0 8   11

Having turned in solid results over a period of years, tempered by the downturn in 

the economy in the past financial year, Italtile has refocused its business plan and 

ended the year posed for exciting developments to meet a new era.

Chief amongst these was the creation of a subsidiary company to Italtile Limited, 

Italtile Retail, spearheaded by two of the most experienced operators in this market, 

Sergio Galli and Paul Couzis. Both bring a lifetime of experience to Italtile, having been 

involved with the Group for many years and having had hands-on experience in this 

market. The objective is to build on the successes of the past and, going forward, to 

harness their experience and unleash their passion for the business so that Italtile as 

a brand can grow in a new and dynamic way. The establishment of the subsidiary 

illustrates the Group’s long-standing commitment to work with those who have 

consistently illustrated a successful work ethic.

The year saw Italtile consolidate its position as a brand that is serious about 

fashion by offering products that epitomise the fashionable designs of classical 

manufacturers of ceramic tiles. These reflect flavour, character and enduring worth – 

the value proposition on which the new era will be built. The intention is to provide 

not only prime quality products, but also a service that will attract leading designers 

and home decorators, as well as those wanting to have their existing homes 

redecorated.

To do this sales consultants are trained to provide drawings for clients to ensure 

that they can visualise the applications of the products they are choosing. A top-

notch Computer Aided Design (CAD) system is being introduced to assist with specific 

applications. Clients will be able to obtain anything from a line drawing of their 

proposed application, to a full three-dimensional image. Such a service is not 

universally available in the market, and Italtile’s acquisition of this particular CAD 

system will place it on the cutting edge in assisting decorators and other clients to 

obtain a realistic impression of product application.

At the same time the product offering of Italtile has been enhanced, and is 

continuing to be improved. Imports from countries such as Italy, Spain, China, 

Switzerland and Germany complement superior quality ceramic products from South 

America and, naturally, South Africa. During the year under review a deal was also 

concluded whereby outlets now carry the much sought-after Hans Grohe tap range 

from Germany, together with the well-known Italian brand ranges, Zucchetti and Tivoli. 

The range of sanitaryware is huge as well, rivalled only by their competitive pricing. 

This includes Laufen from German and Switzerland, Cotto from Thailand, as well as 

highly reputable brands from South Africa.

Hands-on market 
experience
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O P E R A T I O N A L  R E V I E W  ( c o n t i n u e d ) 

CTM was also adversely affected 

by the slowing down of the 

market. This has, however, 

bought some benefi ts, since it 

now affords these outlets the 

opportunity to spend more time 

with customers, building new 

relationships and cementing 

existing ones.

◆  C T M

With 65 retail outlets in South Africa, CTM is by far the most pervasive of any supplier of 

ceramic tiles, sanitaryware and associated products. It has built a firm reputation as supplier of 

choice amongst discerning buyers, and generally continues to be the retailer of choice. This 

situation has persisted in a market that has become more competitive, and in which CTM has 

had to contend with price wars and other marketing assaults on its customer base. With the 

downturn in the market, and a concomitant reduction in the number of competitors, CTM now 

faces the new challenge of providing competitively priced goods together with superior 

service delivery.

This is particularly the case with respect to customers in the emerging market, who 

perceive CTM as a solution to their building and decorating problems. An ever-increasing 

number of the brand’s customers are now drawn from this market, particularly in the outlying 

areas in South Africa.

These customers are generally committed to cash purchases, not always having recourse 

to credit through credit cards and similar financial instruments. The past year has shown that 

this market is particular about its needs and that customers, if at first unable to afford the 

products they have chosen, will save until they are able to do so. These customers are also 

attracted by the Italian look and feel of the product, and, as part of their commitment to 

“buying looks”, are willing to wait to obtain what they want.

Consistent with the general state of the economy, CTM was also adversely affected by the 

slowing down of the market. This has, however, bought some benefits, since it now affords 

these outlets the opportunity to spend more time with customers, building new relationships 

and cementing existing ones. It has also often resulted in bigger transactions as consumers 

have more time to reflect on their purchases.

CTM’s range of ceramic tiles is drawn mainly from South Africa. This is complemented by 

an excellent range of ancillary products, including sanitaryware and local and imported taps 

and related goods. In addition it carries laminated flooring as a highly effective alternative to 

ceramic tiles; dedicated in-store consultants have proved invaluable in familiarising customers 

with this product.

Recognising, however, that there is indeed a demand for responsible credit, CTM has 

introduced a pilot credit facility called “Easy Style”, a scheme underwritten by Edcon. Although 

early days, it appears that this will add to the brand’s competitive advantage and make its 

products more accessible to a wider market. Nevertheless, CTM is founded on a cash sales’ 

business, and the emphasis will continue to fall on this.

CTM has instilled store disciplines, such as aggressive stock control measures and cash 

accuracies, to further enhance performance.

A supplier of choice
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The challenging trading environment of the past year will continue, and 

management is involved on the one hand in an aggressive programme of equipping 

staff to cope with the demands of the future and, on the other hand, ensuring that 

stock levels are maintained at optimal levels while proficient merchandising is properly 

implemented.

◆  TO P  T

As discussed earlier in this operational review, the Group launched a third brand, Top T 

during the year. Four Group-owned stores have been established at existing Group’s 

sites, which had been previously vacated due to relocations. These are all in Gauteng: 

in Edenvale on the East Rand, Vanderbijlpark in the Vaal Triangle, Roodepoort on the 

West Rand and Lenasia in the southern parts of Johannesburg.

Top T, which fits in strategically below CTM, will target developing rural towns and 

smaller markets. The brand is still in experimental phase but has good expansion 

prospects and leverages the Group’s extensive buying power. 

◆  H U M A N  R E S O U R C E S

Service delivery has not been as good as it could have been during the past year, and a 

concerted drive is underway to address shortcomings. The Group has long prided itself 

on being able to provide service of impeccable standards, and therefore takes seriously 

any aberration in this respect. Service revolves around the ability of staff to be 

knowledgeable and effective and, in the case of Italtile Limited, to demonstrate the 

same enthusiasm and passion for the business displayed by its founders in taking it 

from a small operation to one that can benchmark its enterprise and performance 

against the best in the world. Skills such as this provide the image and reputation that 

attracts new customers and ensures that the loyalty built up amongst existing 

customers brings them back time and again.

In keeping with this philosophy and policy, the Group has embarked on an 

aggressive programme to attract young professionals . These are the future store 

operators who will take the brands into a new era. Product training is a prerequisite. 

The Italtile brand brings suppliers from overseas and locally to provide appropriate 

training, while CTM has embarked on a mentoring programme to ensure that in-store 

consultants are properly equipped to deal with the needs and perceived needs of 

customers from A to Z. Training workshops in customer relationship skills have been 

ongoing, and these are being intensified.
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O P E R A T I O N A L  R E V I E W  ( c o n t i n u e d ) 

Italtile Limited has a long-

standing commitment to a 

training programme that equips 

tilers and would-be tilers with 

the skills to carry out even the 

most intricate tiling assign-

ments.

Matching the right people to the right jobs is a prerequisite. Appropriate incentives 

continue to be provided to ensure staff identification with the Group’s business 

objectives and job satisfaction.

While this is clearly done in the interests of Group performance, the underlying 

reason for the drive to improve service levels is customer satisfaction. The Group has 

always enjoyed the benefits of loyal customers, but in current economic climate, there 

is a danger that it could be dissipated unless staff move to a higher plane of superior 

performance. The Group needs passionate people in the business, but it also needs to 

actively enhance its culture of customer service.

Italtile Limited has a long-standing commitment to a training programme that equips 

tilers and would-be tilers with the skills to carry out even the most intricate tiling 

assignments. It is justly proud of this, and during the year its Tiling Academy 

continued to turn out qualified workers. The skills transfer initiative, which include 

the Tiling Academy, has been attended by approximately 800 learners since it was 

launched in 2000.

◆  I N T E R N AT I O N A L  TA P  D I S T R I B U TO R S

Following seven years of rapid growth, International Tap Distributors (ITD) continued to 

turn in a good performance during the last year, although this was tempered by the 

cyclical downturn in the economy. The majority of ITD’s business in the Group is written 

by CTM, and it represents a number of leading overseas brands such as Hans Grohe 

from Germany, and Zucchetti and Tivoli from Italy.

In the event, the past financial year was without doubt the most eventful year in 

ITD’s seven-year history. An important development was the transfer of ITD’s operations 

to the Italian Robotic Warehouse, which gives access to state-of-the-art warehousing. 

Distribution of ITD wares is now done exclusively from this robotic warehouse, and a 

further improvement in stock control and service delivery is confidently expected going 

forward. The move to the robotic warehouse is consistent with business trends in this 

field worldwide.

The Group increased its stake in ITD from 59% to 79% with effect from 2 July 2007.

◆  F O R E I G N  O P E R AT I O N S

Reasonable progress is being made in East Africa. Operations in Malawi and Zambia 

experienced some business challenges, but management is actively addressing these. 

The Australian operation once again made a positive contribution to Group results due 

to an improved understanding of specific requirements in this market and further 

refinement of its retail model.

A culture of superior 
performance
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◆  P R O S P E C T S

Being a leader in the market comes with huge responsibilities for all stakeholders. It is 

thus critical that relevant and appropriate business models are in place to evolve Italtile 

Limited’s three brands in a manner that will ensure optimal returns. The cyclical 

downturn in the market will play itself out, and while challenging times lie ahead, so 

too do exciting business opportunities. The Italtile Group is a trusted enterprise on the 

South African business landscape, and it is poised for further growth as the country 

looks to the requirements for an ever-expanding infrastructure in the first part of this 

century.

Despite trading conditions that are expected to remain difficult in the coming year, 

the Board anticipates that profitability will be maintained.

◆  A P P R E C I AT I O N

It has been a year in which the business acumen of all those involved with the Italtile 

Group has been of the utmost importance. We are fortunate to have invaluable 

associates as suppliers in the business world who involve themselves in our operations 

fully. We thank them for their service.

Our customers are the cog around which our success revolves, and their ongoing 

insistence on quality product and service has kept us on our toes. We are grateful to 

them for their support.

Members of our staff, and our colleagues who operate franchises and joint 

ventures, have weathered a year in which they have had to meet many new 

challenges. To those who have offered their unswerving and passionate commitment 

we owe special appreciation.

The style.The passion.
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G R O U P  R E V I E W  f o r  t h e  y e a r  e n d e d  3 0  J u n e  2 0 0 8

OPERATIONS

Turnover 20 1 635 1 477 1 285 1 032 800 749 620 455

Normalised trading profit# 26 424 393 338 274 214 166 129 82

Profit before taxation 25 405 408 352 285 222 174 133 85

Profit attributable to equity holders 
of the parent 25 275 270 233 191 151 118 95 59

Headline earnings 25 275 270 237 190 151 122 95 58

Dividends paid 34 84 95 114 60 26 21 18 11

FINANCIAL POSITION

Non-current assets 890 772 550 446 330 265 257 209

Current assets 680 573 567 520 425 327 301 177

Equity attributable to equity holders 
of the parent 1 158 944 764 634 500 389 326 234

Non-current liabilities 101 12 11 12 9 10 12 7

Current liabilities 286 357 312 291 232 182 212 139

CASH FLOW

Cash flows from operating activities 107 168 167 205 155 126 98 49

Cash flows utilised in investing 
activities (138) (249) (121) (137) (88) (67) (59) (45)

Cash flows from/(utilised by) 
financing activities 54 (4) (4) 10 (2) 7 7 10

Cash and cash equivalents at end 
of year 281 258 343 301 223 158 92 46

* Historical ratios relating to financial years prior to and including 2003 were not restated to reflect subsequent changes in accounting policies.
# Trading profit excluding BEE share option expense of R25 million in 2008.

(All amounts in Rm’s)

Seven-year
compound

growth % 2008 2007 2006 2005 2004 2003* 2002* 2001*
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FINANCIAL RATIOS

Returns

Normalised trading profit to 
turnover (%) 5 25,9 26,6 26,3 26,5 26,7 22,1 20,9 18,1

Return on shareholders’ interest 
(%)(1) 26,2 31,6 33,3 33,7 34,0 33,0 33,9 28,6

Average consumer price index (%)+ 12,2 7,0 4,9 2,6 4,8 9,6 10,6 6,9

Earnings per share (cents)# 25 34,6 33,9 29,3 24,4 19,4 15,2 11,8 7,3

Headline earnings per share (cents)# 25 34,4 33,9 29,8 24,3 19,5 15,7 11,8 7,2

Dividends declared per share 
(cents)# 36 12,0 11,4 9,8 6,1 3,6 3,0 2,3 1,4

Special dividend per share (cents)# 7,5 3,2

Productivity

Turnover per employee (R000’s) 10 2 809 2 499 2 596 2 572 2  122 2 171 1 797 1 441

Total assets per employee (R000’s) 12 2 698 2 276 2 257 2 394 2 003 1 718 1 617 1 222

Normalised trading profit per 
employee (R000’s) 16 729 665 683 681 566 479 375 261

Turnover growth (%) 10,7 14,9 24,5 29,6 6,8 20,9 36,1 7,8

Number of employees 582 591 495 403 377 345 345 316

Number of stores 98 93 98 101 97 94 91 78

– Owned and joint ventures 44 44 42 42 36 33 35 34

– Franchised 54 49 56 59 61 61 56 44

Solvency and liquidity

Interest cover (times)(2) 28,5 196,5 112,7 219,8 144,2 96,1 71,8 1 176,5

Dividend cover (times)(3) 2,9 3,0 3,1 4,0 5,4 5,3 5,1 5,3

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

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

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

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 finance cost.
(3)  Dividend cover: Headline earnings divided by dividends declared (excluding special dividends).
(4)  Gearing ratio: Interest-bearing loans and borrowings 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 financial years prior to and including 2003 were not restated to reflect subsequent changes in accounting policies.
+As per Statistics South Africa.
#Restated for share split (refer to note 21 in the Group annual financial statements).

(All amounts in Rm’s)

Seven-year
compound

growth % 2008 2007 2006 2005 2004 2003* 2002* 2001*
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G R O U P  R E V I E W  ( c o n t i n u e d )  f o r  t h e  y e a r  e n d e d  3 0  J u n e  2 0 0 8

Financial ratios (continued)

Stock exchange performance

Market capitalisation+ (Rm’s) 21 2 516 5 147 3 391 2 364 1 368 1 179 842 678

Closing share price at year-end 
(cents)# 21 317 645 427 302 176 152 105 84

Market value per share

– High (cents)# 727 727 475 318 179 152 107 91

– Low (cents)# 250 414 302 173 116 105 80 75

Closing share price to net asset 
value per share 2,13 5,27 4,28 3,57 2,66 2,86 2,51 2,81

Price-earnings ratio (times) 9,16 19,06 14,57 12,40 9,07 10,0 8,9 11,6

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

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

Number of shares in issue 
(000 000’s) (excluding treasury 
shares)# 794 797 796 782 776 781 806 806

Volume of shares traded (000 000’s)# 58 37 23 31 18 11 26 20

Value of shares traded (R000’s) 227 713 190 352 94 921 77 466 27 570 13 671 23 462 16 772

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

+Excluding treasury shares.

* Historical ratios relating to financial years prior to and including 2003 were not restated to reflect subsequent changes in accounting policies.
#Restated for share split (refer to note 21 in the Group annual financial statements).

(All amounts in Rm’s)

Seven-year
compound

growth % 2008 2007 2006 2005 2004 2003* 2002* 2001*




