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Chairman’s statement

      

The Group’s 
overriding strategy 
dur ing the period 
was to improve 
the shopping 
experience by 
targeting best 
practice across 
the business.
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Overview

The year under review proved to be another testing one 

for retailers, particularly in the building industry. 

Discretionary consumer spend remained constrained  

in the uncertain economic environment, and industry 

participants were challenged to raise their offerings to 

capitalise on the subdued demand in the market.

Management’s view, held throughout the recessionary 

climate of the past few years, remains that opportunities 

for growth exist for innovative retailers.

Whilst the trading environment has created aggressive 

price positioning amongst competitors, consumers are 

increasingly seeking a more comprehensive value 

offering which encompasses quality, style and service. 

In this regard the Group’s overriding strategy during the 

period was to improve the shopping experience by 

targeting best practice across the business, namely: 

our people, processes, product and price. This 

included improving training, upgrading our stores, 

advancing our technology, and ensuring we 

differentiated our offering with highly fashionable, 

affordable products complemented by knowledgeable 

sales service. 

Trading conditions

The local building industry continued to display the 

same features experienced in recent years: limited 

investment in new build, a slow but steady renovations 

market, and a slightly improved professional projects 

sector. High volumes of imported product and 

aggressive price competition resulted in further 

instability amongst participants, and opportunistic 

traders founded on unsustainable margin offerings 

resulted in further business failures.

Across the spectrum consumers remained cost 

conscious, but whilst the top and lower ends of the 

market were reasonably resilient, middle-income 

consumers were particularly price sensitive and 

cautious in their purchasing behaviour.

In this regard, Italtile Retail and TopT delivered pleasing 

results, while CTM under-performed my expectations 

of this brand. Having refocused its strategic positioning 

and identified significant opportunities especially in  

the tile category, this temporary setback has been 

addressed and in the few months since year end, the 

brand has made good progress.

Results

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

from continuing operations of R3,82 billion (2012: 

R3,52 billion), an increase of 11%. These improved 

results were derived largely from organic growth, since 

there was a net increase of only five stores, 

predominantly in the latter part of the period.

Trading profit rose 18% to R611 million (2012:  

R523 million), attributable to improved ranges, a better 

mix of higher value items, and an increase in the 

average value of the basket. Sound cost management 

served to contain overheads in line with targets.

In support of the Group’s policy of ‘always in stock’, 

inventory levels were consistent with the prior year. 

Stock turn is, and will remain, a key management 

priority.

The decline in cash and cash equivalents to  

R303 million from R917 million is attributable to the 

R529 million acquisition of a 20% stake in Ceramic 

Industries, repayment of a R300 million long-term loan 

and an extensive R168 million capital expenditure store 

upgrade programme.
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Ordinary and special dividend

The Board has approved a final ordinary dividend of 

8,0 cents per ordinary share (“share”) (2012: 7,0 cents per 

share), which together with the interim ordinary dividend of 

8,0 cents per share (2012: 7,0 cents per share), produces  

a total ordinary dividend declared for the year of  

16,0 cents per share (2012:  14,0  cents), an increase  

of 14%.

The Board has also declared a special dividend of  

50,0 cents per share (2012: 0,0 cents per share). This 

special dividend is part of the Group’s plan to optimally 

employ its capital structure, and Italtile’s cash generative 

nature supports this strategy. Furthermore, the Group has 

no acquisitions planned for the immediate term.

The dividend cover remains unchanged at three times.

Corporate governance

This is the Group’s third Integrated Annual Report. I am 

satisfied that good progress has been made in compliance-

related matters in the business, as well as in reporting  

on the application of the King Report on Governance for 

South Africa, 2009 (“King III”) in this Integrated Annual 

Report. A detailed analysis of this information is contained 

in the Material Issues and Corporate Governance reports on 

pages 13 and 48 respectively, illustrating the Group’s 

ongoing commitment to a sustainable ethical corporate 

culture. 

Human capital development

The Group’s mentorship and management development 

programmes delivered encouraging results in growing and 

empowering our pool of leadership talent and addressing 

the increasing demands on the business as customers 

become more sophisticated and exacting in their expectation 

of sector retailers.

Directorate

Peter Swatton stepped down as Chief Financial Officer 

(CFO) in April and was succeeded by the Group’s Financial 

Manager, Brandon Wood. Peter made a significant 

contribution in his 25 year tenure with the Group and we are 

delighted to retain his expertise as a non-executive director.

On 25 July, shareholders were advised of the appointment 

of Nicholas (‘Nick’) Booth as Group Chief Executive Officer 

(CEO) with effect from 1 July 2014. Nick is currently CEO  

of Ceramic Industries Limited, a position he was appointed 

to in 2001.

In the interim until Nick’s effective appointment date, I have 

relinquished my position as Chairman and will serve as 

CEO. My esteemed fellow Board member, Brand Pretorius, 

will perform the role of independent non-executive Chairman 

until I resume the position of non-executive chairman in 

July 2014.

Sustainability

The Group is committed to building relationships and 

partnering with those communities in which our stores 

trade. In this regard, we invest in providing and upgrading 

facilities and infrastructure which will benefit local inhabitants. 

In support of our belief that physical education and sport 

can have a positive developmental impact on young people, 

the Group has implemented a community investment 

programme to establish up to two sports grounds per year 

in areas lacking such facilities. This initiative is based on an 

existing successful venture, the Soweto sports ground,  

a community-centered facility sustained by various 
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sponsorship efforts, with which the Group has been involved 

for many years. The sports fields which we have commissioned 

for  the 2014 financial year are in Thohoyandou and Sebokeng 

(Sedibeng Municipality).

Environmental responsibility is an important element of our 

sustainability programme. In this regard, a range of Group-

wide initiatives are in place to optimise use of natural  

resources and improve waste management in the business. 

The Group’s third carbon footprint study in 2012 confirmed 

a decrease of 16% (2011: 8,34%) in direct CO2 emissions per 

Rand value of turnover, which is a positive endorsement that 

our efforts are delivering real returns. The 2013 financial year 

carbon footprint study has been commissioned and is 

anticipated to demonstrate the continued downward trend in 

the Group’s CO2 emissions.

Italtile staff share scheme

In order to entrench our philosophy of partnership with our 

employees, and further incentivise them to participate in the 

growth and profitability of the business, we announced the 

commencement of a staff share scheme in which Italtile shares 

will be allocated to qualifying staff members.

The mechanism of this share scheme centres on a partnership 

approach whereby the employee benefits directly as a result of 

the increase in the Italtile share price, thereby incentivising staff 

to improve their contribution to the performance of the Group. 

The larger the increase in the share price over a three year 

lock-in period, the greater the benefit and shareholding 

enjoyed by the employee.

The shares which will be allocated to employees are currently 

held by the Italtile Empowerment Trust (“the Trust”), a trust 

formed as part of the Group’s Black Economic Empowerment 

transaction in 2007. As part of the transaction the Trust 

acquired 26,4 million shares in total at the share price of 

R4,57 cents per share.

Prospects

The period ahead will be an important one for raising our best 

practice benchmarks and further enhancing the business.

Notwithstanding the current trading environment and limited 

prospects of an economic turnaround in the short term, there 

is a range of opportunities to be capitalised on by the Group 

across the regions in which we operate. The challenge will be 

to maximise the advantages of our range offering and price 

points, continue to develop cutting-edge technology, and 

retain and gain share of existing markets while developing a 

presence in new markets. Ongoing focus will remain on  

fine-tuning improvements in the supply chain, intensifying 

management of inventory and stock turn, and continuing to 

prioritise cost containment.

I am satisfied that we have a team in place to achieve these 

ambitions.

Appreciation

Italtile’s high standards and demanding culture require 

consistent commitment from our people. I would like to thank 

them for their contribution this year and for the energy and 

dedication shown.

I appreciate the guidance received from my fellow Board 

members – their strategic counsel is valued.

I would also like to extend my thanks to our suppliers, advisers 

and business partners for their input this year.

The Group’s shareholders recognise the strong investment 

value this business affords, and we welcome their continued 

support. As always, we will strive to ensure that their 

confidence is rewarded.

Our customers are the essence of our existence, and our 

efforts every single day to improve our offering and the 

shopping experience they enjoy in our stores is our motivation. 

I would like to thank them for their loyalty.


