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  communication with shareholders, including approval 

of all circulars, prospectuses and major public 

announcements;

  approval of the interim statement and annual report and 

accounts (including the review of critical accounting 

policies and accounting judgements and an assessment 

of the Company’s position and prospects); and

  recommendation of dividends.

The Board retains full and effective control over the 

business of Italtile. The Board has defined levels of 

materiality through a written delegation of authority, which 

sets out decisions the Board wishes to reserve for itself. 

The delegation will be regularly reviewed and monitored. 

Division of responsibilities maintains a balance of power 

and authority.

The three executive directors have fixed terms 

of employment. In accordance with the Company’s 

Articles of Association, all directors are subject to 

retirement by rotation and re-election by shareholders at 

least every three years. If requested to serve a further term, 

those retiring directors may offer themselves for re-election 

by shareholders. Any director appointed during the year 

must retire at the annual general meeting held immediately 

after his appointment.

OPERATION OF THE BOARD OF DIRECTORS

The Board meets at least every quarter or more frequently 

if circumstances so require. Information relevant to a 

meeting is supplied on a timely basis to the Board ensuring 

directors can make informed decisions.

The directors have unrestricted access to information, 

management and the Company Secretary in relation to 

Italtile. All directors are entitled to seek the advice of 

independent professionals on matters concerning the 

affairs of the Group, at Italtile’s expense.

GENERAL

The Board affirms a commitment to the principles of 

openness, accountability and integrity and to the provision 

of timeous, relevant and meaningful reporting to all its 

stakeholders. It will ensure that the business of Italtile and 

its subsidiaries is conducted with integrity and in 

accordance with the highest standards of corporate 

governance.

The Board endorses the Code of Corporate Practices and 

Conduct as set out in the King Report on Corporate 

Governance for South Africa 2002 (“King II” or “King Code”). 

The principles contained therein are reviewed from time to 

time to take into account appropriate changes and 

developments in the field of corporate governance, both 

locally and internationally. The Company is in substantial 

compliance with King II. Areas in which the Company does 

not comply are indicated below.

BOARD OF DIRECTORS

The Board comprises three executive directors and four 

non-executive directors.

The Board is responsible to shareholders for the conduct of 

the business of the Italtile Group, which includes providing 

Italtile with clear strategic direction. The schedule of 

matters reviewed by the Board includes:

  approval of the Group’s strategy and annual budget;

  overseeing Group operational performance and 

management;

  ensuring that there is adequate succession planning at 

senior levels;

  overseeing director selection, orientation and 

evaluation;

  approval of major capital expenditure or disposals, 

material contracts, material acquisitions and 

developments;

  reviewing the terms of reference of Board committees;

  determining policies and processes which seek to 

ensure the integrity of the Group’s risk management 

and internal controls;

  maintaining and monitoring of the Group’s systems of 

internal control and risk management;
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The Chief Executive Officer is responsible for formulating, 

implementing and maintaining the strategic direction of 

Italtile, and ensuring that the day-to-day affairs of the Group 

operations are appropriately supervised and controlled.

The Company will conduct an annual evaluation of its 

Board, Board committees and individual directors and is 

confident that this process would raise concerns should 

any particular individual have too much influence.

The non-executive directors all have a high degree of 

integrity and credibility, and the composition of the Board 

provides for objective input into the decisionmaking 

process, thereby ensuring that no one director holds 

unfettered decisionmaking powers. The directors come 

from diverse backgrounds and bring to the Board a wide 

range of experience.

BOARD COMMITTEES

The Board has appointed two committees to which it has 

delegated specific responsibilities. Both committees 

operate within written terms of reference approved by 

the Board.

Audit committee

The audit committee chaired by S I Gama and includes 

G K A Morolo. The audit committee meets at least every 

quarter or more frequently if circumstances so require. 

The external auditors have unrestricted access to the audit 

committee.

The audit committee assumes responsibility for internal 

control assessment, internal audit, external audit, the 

financial statements and the appointment of the external 

auditors of the Italtile Group. The audit committee regularly 

reviews the work plan and key findings of the internal and 

external audit process and monitors developments to 

ensure that areas of weakness are addressed. The audit 

committee also assumes responsibility for assessment and 

management of all business risks with a view to enhancing 

the value of shareholders’ investments and safeguarding 

assets.

A policy regarding the provision of non-audit services by 

the Company’s auditors is in place. This process is 

structured between management and the external auditors 

Details of attendance at Board meetings are set out below:

Board meetings

3 August 

2007

30 October 

2007

2 February 

2008

26 May 

2008

G A M Ravazzotti ✓ ✓ ✓ ✓

P D Swatton ✓ ✓ ✓ ✓ 

G P E Ravazzotti ✓ ✓ ✓ ✓

S I Gama ✓ ✓ ✓ ✓

D H Rabin ✓ ✗ ✓ ✓

G K A Morolo* n/a n/a ✓ ✓

G Zannoni* n/a n/a ✓ ✓

J Couzis** ✓ ✓ n/a n/a

*Appointed 30 November 2007.

**Resigned 30 November 2007.

AREAS OF NON-COMPLIANCE

Representation on the Board and Board committees does 

not represent a majority of independent non-executive 

directors. The Board is satisfied that these areas of non-

compliance with the King Code do not impair governance 

integrity or perceptions of it. Furthermore, the Board is 

committed to appoint additional independent non-

executive directors to the Board as a matter of priority.

APPOINTMENT TO THE BOARD

The Board as a whole is responsible for reviewing the 

composition of the Board and identifies and considers the 

appointment of new directors. Appointments to the Board 

are made taking into account the need for ensuring that 

the Board provides a diverse range of skills, knowledge and 

expertise, the necessity of achieving balance between skills 

and expertise and the professional and industry knowledge 

necessary to meet the Company’s strategic objectives, as 

well as the need for ensuring demographic representation.

Upon appointment, each director receives an induction 

programme into the Group with guidance on their 

responsibilities.

DIVISION OF RESPONSIBILITY

Whilst the Board is chaired by an executive Chairman, there 

is a clear division between the roles of the Chairman and 

the Chief Executive Officer. The Chairman is responsible for 

providing leadership to the Board, formulating strategy, 

overseeing its efficient operation and ensuring effective 

corporate governance practices.
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CODE OF BUSINESS AND ETHICS

The Group has adopted a formal Code of Business Ethics 

and Conduct (“the Code”) which reaffirms the high 

standards of business conduct required of all employees, 

officers and directors of Italtile. The Group is committed to 

promotion of ethical behaviour and compliance with laws 

and regulations through a system of values and standards. 

The Board oversees and ensures that management 

throughout the Group assumes responsibility for training 

and mentoring staff on the Group’s values and standards 

and ensuring compliance. No significant contraventions of 

the Code has been reported.

SHARE DEALINGS

In line with best practise and the Securities Services Act, 

the Company operates closed periods prior to the 

announcement of its interim and annual financial results. 

During these closed periods, directors, officers and other 

employees who are likely to be in possession of price-

sensitive information may not deal in the shares or other 

instruments pertaining to the shares of the Company. This 

principle is also applied at other times whenever there is 

a corporate action or similar circumstances.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board assumes ultimate responsibility for risk 

management and regularly assesses financial and non-

financial risks in the context of the Group’s business 

environment with a view to mitigate and/or eliminate risk 

through the Group’s strategies and processes.

During the year the risk management process was subject 

to a detailed review, which revealed certain control 

weaknesses which are in the process of being rectified. 

Internal controls are designed to manage rather than 

eliminate risks of failure to achieve business objectives, and 

provide reasonable rather than absolute assurance against 

material misstatement or loss. The internal audit function is 

a structured review of internal controls based on risk 

assessment.

Currency risk

Foreign currency exposure in imported product is actively 

managed. All foreign liabilities are matched with forward 

exchange contracts upon confirmation of import orders.

to ensure that the guidelines, requiring approval by the 

audit committee, are adhered to and monitored.

The roles and responsibilities of the audit committee is 

currently in compliance with Corporate Laws Amendment 

Act 2006. Whilst the composition requirements of the 

Corporate Laws Amendment Act 2006 are currently not 

being met, it is a priority of the Board to appoint additional 

independent non-executive directors to achieve 

compliance.

The audit committee provides regular reports on its 

activities to the Board and confirms that it has adhered 

to its terms of reference over the past financial year.

Details of attendance at audit committee meetings are set 

out below:

Audit committee meetings

3 August 

2007

18 Septem-

ber 2007

29 January 

2008

14 May 

2008

S I Gama ✓ ✓ ✓ ✓

G K A Morolo* n/a n/a ✗ ✓

J Couzis** ✓ ✓ n/a n/a

*Appointed 30 November 2007.

** Resigned 30 November 2007.

Remuneration committee

The remuneration committee is chaired by D H Rabin and 

includes G A M Ravazzotti.

The remuneration committee operates within the written 

terms of reference confirmed by the Board, which includes:

  the Group’s remuneration policy; and

  short and long-term incentive policies for directors, 

executive management and staff.

No director or manager is involved in any decisions as to 

his or her own remuneration.

Details of attendance at remuneration committee meetings 

are set out below:

Remuneration committee meeting – September 2007

D H Rabin ✓

G A M Ravazzotti ✓
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has provided tiling, technical and business skills to many 

previously unemployed individuals.

Italtile has also made significant donations to children’s aids 

hospices and environmental organisations.

OCCUPATIONAL HEALTH AND SAFETY

Occupational health and safety remains a priority. 

Compliance is reviewed by an independent third party on 

a quarterly basis. No serious accidents have been reported 

during the year.

ENVIRONMENTAL MANAGEMENT

The nature of the Group’s business is such that it has very 

little negative impact on its environment. Italtile takes great 

care in harmonising buildings with the surrounding 

environment in order to provide staff, customers and the 

community with a pleasing, safe and clean environment.

HUMAN CAPITAL DEVELOPMENT

Key strategic themes have been identified and are 

continuously strived for:

  to match the demographics of the organisation with the 

diverse markets in which the Group operates;

  a representative task team drives the Group’s 

employment equity plan and ensures that milestones 

are met;

  Italtile employs a number of mechanisms to promote 

worker participation in the operational decisionmaking 

process;

  a profit incentive scheme in terms of which all members 

of staff share in trading profits has been in operation 

since 1990;

  it is a stated objective of the Group to have all trading 

operations either in an outright franchise or in 

partnership with Italtile to cultivate the level of 

entrepreneurship within the Group; and

  to continuously enhance effectiveness of training in 

order to improve the foundation of skills within the 

organisation.

Computer-based business processes

All major business processes are computerised and the 

Group has a formally documented and tested disaster 

recovery plan in place.

Credit risk

Trade credit is available through the Italtile division. Strict 

credit granting criteria are in place and the trade debtors’ 

book is insured through a reputable insurance company.

The Board is confident that an adequate system of internal 

control is in place, which mitigates areas of significant risk 

to an acceptable level.

COMMUNICATION WITH STAKEHOLDERS

The Group is committed to honest, open and regular 

communication with key stakeholders on both financial and 

non-financial matters. A working partnership between the 

Group, its suppliers, franchisees, employees and members 

of the community forms the basis of a mutually beneficial 

association.

The annual general meeting provides an opportunity to 

communicate directly with shareholders. The Chairman has 

the opportunity to present to the shareholders a report on 

current operations and developments. The annual general 

meeting also provides a forum for shareholders to question 

and express their views about the Company’s business. The 

Chairmen of the audit and remuneration committees are 

also available the meetings to answer questions from 

shareholders. Notice of the annual general meeting and 

related documents are mailed to shareholders at least 

21 working days before the meeting. Separate resolutions 

are proposed on each substantially different issue. 

The notice is contained in this annual report.

CORPORATE SOCIAL RESPONSIBILITY

Italtile is keenly aware of the broader society in which it 

operates and believes that a sustainable business can only 

be built upon a foundation of partnership that enriches 

society as a whole. Italtile continues to invest both in South 

Africa and neighbouring countries in education, training and 

skills transfer through the Italtile training academy which 




