
Italtile Limited Integrated Annual Report 201320

Review of operations

      

The Group’s 
performance is 
attributable to 
management’s 
unwavering 
commitment to 
continuous and 
consistent 
improvement in  
the business and  
the dedication  
of our people.
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Overview

Structured best practice

Italtile’s performance in the year under review is a 

reflection of management’s unwavering commitment to 

continuous and consistent improvement in the business 

and the dedication of our people.

Across the Group a range of best practice benchmarks 

were refined, which delivered encouraging results. 

Amongst them, The 9 Key Disciplines programme was 

introduced in the CTM network as a guideline to grow 

the business through implementation of best practice 

across all core areas: range matrix, display and 

merchandising; inventory management; cash 

management; and HR and staff relations. An important 

component of this model is financial education and 

incentivisation.

During the period, each of the Group’s brands focused 

greater attention on in-store efficiency improvements 

and training; revisited and refreshed their ranges; and 

strived to maximise the average basket and sales of 

complete solutions. Cost containment and profitability 

were instilled as key performance indicators, assisting 

operators to build more efficient businesses.

Across the retail brands there is greater awareness and 

accommodation of the price-sensitivity of consumers 

in the current economic environment, particularly those 

in the middle-income segment. In this regard, Italtile 

Retail has broadened its range to include appeal to the 

top end of the middle market while CTM has moved to 

increase its commodity-priced range for the cost-

conscious and contract markets. TopT, which operates 

in the entry-level sector has developed its offering 

extensively for lower income earners, a segment that 

proved reasonably resilient.

Throughout the supply chain, improvements were 

evident in inventory and range management and each 

business unit played an important role in underpinning 

the retail brands by enhancing their fashion/value 

offering.

Innovations in technology were a focus during the 

period, including improvements in the Group’s online 

web-shopping capabilities, streamlined automated 

ordering systems, and in-store point-of-sales 

functionality, including mobile units, which are now 

approaching a mature state of development.

Training and development is a core Group activity, and 

was implemented through initiatives such as Italtile 

Retail’s ‘Italtile Way’, CTM’s Operator Training 

Programme in conjunction with Stellenbosch University, 

and other mentorship and leadership coaching 

programmes aimed at empowering staff, promoting 

entrepreneurship and delivering best-in-industry 

customer service.

Towards, and after period-end, there was a transition of 

franchised stores to Group-owned stores as franchise 

agreements ended. This development has provided an 

opportunity to re-invigorate underperforming regions 

by affording greater cohesion and co-operation 

between stores, which should have a positive impact 

on regional performance.
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Results

Continuing operations

Like-on-like system-wide turnover grew 11% to R3,82 billion 

(2012: R3,43 billion); revenue in the second half of the year 

increased at a higher rate year-on-year than the first half, 

and operating margins in the latter six months were firmer 

due to improved average selling prices and prudent cost 

management. Trading profit rose 18% to R611 million 

(2012: R520 million), while gross margins for the full year 

declined slightly, a function of the Group’s decision to 

absorb increased costs and currency fluctuations to support 

franchisees and customers and demonstrate Italtile’s 

everyday value positioning.

After a number of years of limited price inflation, average 

selling prices were increased in certain of the Group’s 

operations, including CTM, TopT and ITD, to offset 

significantly higher input cost pressures in the supply chain, 

while Italtile Retail’s average selling prices were deflationary.

Inventory levels remained stable at R335 million (2012: 

R339 million), part of the deliberate strategy to promote the 

Group’s competitive advantage of consistent availability of a 

large range of merchandise and a function of adding new 

ranges, while continuing to sell out older ranges. Average 

stock turn improved across most operations.

Capital expenditure of R168 million (2012: R120 million) was 

incurred, primarily related to enhancing the Group’s property 

investment portfolio, including an extensive store renovation 

programme in the CTM network. Notwithstanding this 

capital expenditure, repayment of a R300 million long-term 

Financial review

Trading conditions

General economic uncertainty continued to constrain public 

and private sector investment in the new-build segment of 

the industry, although some improvement in the renovations 

market was experienced.

In the context of subdued global trading conditions, a 

sustained influx of imported product remained a feature of 

the local industry as international suppliers sought new 

markets for their merchandise. Particularly evident in the 

port cities, independent opportunistic traders entered the 

market, many of them with minimal investment and 

unsustainable offerings. The instability created by these 

players impacted negatively on more established 

businesses, contributing to further downsizing and closures 

in the industry.

Currency volatility experienced during the period served to 

strain working capital of smaller businesses with the result 

that orders were only placed upon payment. The Group’s 

policy of ensuring consistent levels of stock on hand, 

supported by its strong statement of financial position, 

proved to be an important competitive advantage.

The Group’s improved sales volumes were achieved 

primarily in the DIY/renovations and Commercial projects 

market. Central to this growth were more fashionable 

ranges, a deliberate strategy to upsell complete solutions of 

products, and ensuring that the brands remained leaders in 

offering best value (defined by consumers as fashion, 

quality, price and service).
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Ezeetile

The Group has an effective 46% shareholding in Ezeetile, a 

national supplier of grout, adhesive and other products. During 

the year the business implemented SAP, facilitating alignment 

amongst Ezeetile’s six factories, as well as with the Group. 

This development will ensure improved logistics and inventory 

management, and accordingly improved profitability is 

expected. Ezeetile contributed R3 million (2012: R5 million)  

to Group profitability for the reporting period. This decrease  

is attributable to the impact of commissioning new factory 

equipment, updating manufacturing processes, as well as the 

initial bedding-down of SAP; this trend should be reversed in 

the forthcoming period.

Italtile Australia

The Group has elected to discontinue its operation in Australia, 

which currently comprises seven stores, trading out of 

predominantly Company-owned properties. Accordingly, a 

buyer for the retail brand component is currently being sought 

and the Group’s future focus will be concentrated on 

management of the properties. The details of this sale 

transaction are disclosed on page 111 of this report.

loan, and the acquisition of a 20% stake in Ceramic Industries, 

cash reserves were R303 million, reflecting Italtile’s strong 

cash generative nature.

The Group’s net asset value improved to 250 cents (2012:  

218 cents).

Investment in associates

Ceramic Industries Ltd (Ceramic)

As previously disclosed, during the period the Group acquired 

a 20% stake in its most significant supplier, Ceramic, a local 

manufacturer of tiles, sanitaryware and baths. This tactical 

investment to support Italtile’s growth strategy has proved 

useful, particularly given the volatility of the currency related to 

imported product and the Group’s stated intent to consistently 

carry optimum stock levels for customer convenience. Certain 

of Ceramic’s factories experienced production shortcomings 

in the reporting period, and whilst these have subsequently 

been addressed, the company’s results for the seven months 

under-performed management’s expectations, contributing 

R9 million to Group profit.
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Italtile Retail’s 
reputation as 
the industry 
trend-setter is 
earned through  
continual 
enhancement 
of the product 
offering and  
the standard  
of service and 
skills training of 
employees.

Italtile Retail

Overview and performance matrix

Nature of business Leading fashion retailer of exclusive ranges of 
tiles, bathware and related products.

Target market LSM 7 – 10

Discerning consumers in the upper middle and 
premium end segment and professional projects 
market.

Number of stores 8

Key performance indicators

Sales

Average price inflation

Margins

Net profit

Stock turn

Trends

↑

↓

↓

↑

↑

Key differentiators Trend-setter and leading buyer of exclusive high 
quality fashionable international and local 
products.

Widely recognised as industry front-runner in 
environmentally sensitive products.

Established specialist expertise and nationwide 
network.

Strategic positioning Live beautifully.

Italtile Retail is widely recognised as the industry fashion icon in the sophisticated 

home improvement market. In this discerning and highly demanding environment, 

management is cognisant that the business earns this reputation through continual 

improvement of the product offering and the standard of service and skills training 

of employees. The Italtile Way, the brand’s best practice benchmark programme 

centered on customer service, continued to impact positively on customers’ in-store 

experience and translated into improved sales. This initiative will remain a primary 

operating practice.

The business reported a pleasing rise in turnover in the reporting period, with 

particularly strong sales growth in the Bath Shop. Despite a small decrease in 

average price inflation, profitability improved due to intensive cost containment.
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Priorities and prospects

A new store has been opened at The Glen, in Johannesburg 

South, in the first quarter of the new financial year  

and another is planned for the Northern suburbs of 

Johannesburg in 2014. The longer term three to five year 

plan is to expand into additional markets in Southern Africa; 

this roll-out strategy will be determined by availability of 

suitable sites.

In light of the progress achieved by the Commercial division, 

capacity in this business unit and team will be up-scaled to 

take on additional projects.

Corporate specification projects for existing (major retail) 

clients and new markets, offer good opportunity for  

growth.

As the industry trend-setter, Italtile Retail is renowned for 

having introduced amongst other innovations highly 

fashionable ink-jet technology tiles and for pioneering the  

environmentally-friendly product category. The brand’s 

challenge for the period ahead is to continue to build on  

its reputation as a source of fashion inspiration through its 

aspirational showrooms, research-led product innovation 

and commitment to superior levels of service.

A range of developments underpinned these results:

c  The brand increased market share across its recently 

expanded product offering for two primary reasons: the 

success of the tactic to serve as a one stop destination 

providing customers with comprehensive merchandise 

‘solutions’; and the deliberate strategy to broaden the 

range to include appeal to a wider segment of the upper 

middle market which continued to gain traction;

c  Improvements in logistics management and distribution 

of imported sanitaryware achieved operational and cost 

saving efficiencies;

c  Italtile partnered with local and international suppliers on 

several brand-centered promotions, such as Laufen, 

which proved profitable and served to build product and 

range awareness;

c  In addition to the Italtile Way customer care and selling 

skills initiative, the division introduced a high-level agent/

manager training programme aimed at developing 

people-management skills, which has also started to add 

value to the business;

c  The brand’s website underwent additional and ongoing 

enhancements to improve its ‘virtual store’ functionality. 

Increasingly, prospective clients are conducting pre-

purchase research online, and in order to ensure this 

translates into sales, the website will remain a priority 

marketing channel; and

c  Noteworthy success was achieved in the Commercial 

projects market, including the healthcare and hotel 

industries; corporate head offices; and local and regional 

shopping centres. It is particularly pleasing to report that 

products across the range were supplied, including tiles, 

sanitaryware and brassware.
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CTM’s  
market 
leadership 
position was 
reflected by 
a growth in 
market share 
amongst 
existing 
and new 
customers.

CTM  

Overview and performance matrix

Nature of business Leading specialist retailer of tiles, laminated 
boards, brassware, sanitaryware, bathroom 
furniture and accessories.

Target market LSM 5 – 8

Middle income DIY customers and small builders.

Number of stores 90 (83 in South and Southern Africa, and 7 in 
Australia).

Key performance indicators

Sales

Average price inflation

Margins

Net profit

Stock turn

Trends

↑

↑

↔

↑

↔

Key differentiators Unrivalled buying power locally and internationally.

Year-round value offering.

Integrated supply chain ensuring consistent 
availability of stock.

Strategic positioning Big savings. More style. 

CTM reported satisfactory sales growth for the period and a meaningful increase in 

operating profit in Group-owned stores based on efficiency improvements in the 

business. An increase in the average basket and sales of higher value merchandise 

underpinned margin growth. The Bathroom Boulevard and Elf flooring business 

units delivered solid performances, while the Tile Gallery’s sales were less buoyant.

Gauteng, North West, Mpumalanga and the Free State regions recorded good 

growth, with Limpopo and the coastal markets lagging the other provinces.

CTM’s market leadership position was reflected by a growth in market share 

amongst existing and new customers.

Tile Gallery

Sales growth was temporarily restrained as the brand undertook a major strategic 

revamp of its offering, reducing and rationalising ranges, with greater focus on highly 

fashionable imported product; the positive impact of this tactic is evident from the 

improved profitability reported as customers accepted and gravitated towards 

higher-value on-trend merchandise.
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Sales of brassware and accessories also increased, primarily 

a function of improved ranges. The high profile Tivoli and 

Amalfi brands were strong drivers of growth and 

management is optimistic about the potential of these 

brands to gain further market share. In the forthcoming 

period, existing tap ranges will be rationalised and new tap 

and accessory ranges will be introduced.

CTM is recognised as the market forerunner in fashionable 

shower ranges, reflected by the growth in sales in this 

category. The existing bathroom furniture offering has been 

reviewed and a new range of stylish, imported cabinets will 

be introduced during the next financial year. Sales should be 

boosted further by this development.

Laminated wooden flooring

Sales volumes of Elf flooring grew more robustly than other 

categories, a solid performance in the context of an 

extremely competitive trading environment featuring 

aggressive pricing and a proliferation of suppliers. 

Management believes that this category holds good growth 

potential based on the brand’s strong value offering (high 

quality, well-priced German product with reassuring 

guarantees). In the forthcoming period the range will be 

supplemented with innovative lines to appeal to new and 

growing markets, and in-store improvements will be 

achieved through intensified training and improved 

merchandising.

CTM continued to enhance its position as a high fashion-

value retailer. During the period the brand expanded its 

range of imported merchandise as well as its contemporary 

natural stone-, wood- and cement-look tile offering in new 

size formats, differentiating it from its competitors.

In-store enhancements included improved merchandising 

of wall and floor tile combinations, more intuitive store 

layouts and intensified training and education of staff to 

ensure more beautiful displays and increased product 

knowledge.

Décor sales grew, and cladding, which contributes 10% to 

total décor sales, trebled volumes based on new, well-

priced ranges. Management believes that the high-margin 

décor category offers good growth potential.

Bathroom Boulevard

This division, which comprises sanitaryware, brassware and 

accessories, showers, and bathroom furniture, reported a 

pleasing improvement in sales and solid growth in profitability 

for the review period. CTM’s strategic ‘bathroom family 

displays’ which demonstrate comprehensive product 

solutions, served to improve and facilitate the customer 

shopping experience whilst growing sales of sanitaryware 

and furniture, affording the Group an advantage in a very 

competitive market. In addition, the brand’s Eco campaign 

continued to find favour with retail clients and contractors 

based on their growing awareness of environmental 

sustainability and the resource consumption savings offered 

by environmentally-sensitive products.
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c  During the period, two new stores were opened, one in 

North Riding in Gauteng and the other in Crossroads in 

the Western Cape. Both sites are well positioned in new 

growth markets and should make a useful contribution to 

revenue once fully established.

c  CTM’s Operator Training Programme, introduced in 2012 

in conjunction with Stellenbosch University to  

develop management potential, delivered its first crop  

of prospective store operators. Eleven candidates 

graduated from the course and are well qualified to 

successfully manage  businesses in the network.

Priorities and prospects

“Big savings. More style” is central to CTM’s offering and 

range development is a consistent theme. In the forthcoming 

period, the brand will introduce new tile ranges and size 

formats, aligned with global fashion trends. In addition, the 

brand will ensure that it remains positioned to cater for the 

price-sensitive contract market which traditionally prefers 

commodity-type products.

The brand’s Bathroom Boulevard continues to deliver 

consistent, solid growth, and management believes that 

opportunities exist to grow sales further through an improved 

offering for the plumbing community and DIY customers. 

This will be facilitated by increasing the plumbing spares 

and accessories ranges and merchandising solutions which 

offer convenience.

CTM’s market leadership position is based on ongoing 

efforts to offer an exceptional customer shopping 

experience. In this regard, the brand will continue to strive 

to ensure that staff are well trained and display extensive 

product knowledge, that a wide range of affordable, 

fashionable stock is available at all times, and that stores  

are designed and merchandised to facilitate convenient 

shopping and promote purchasing decisions.

Rest of Africa

Good growth was reported by CTM’s recently opened store 

in Kenya, as well as its existing stores in Tanzania, Namibia, 

Botswana and Lesotho.

Congestion in the East African ports and general logistical 

constraints continue to restrict rapid growth of the CTM 

network, despite robust demand from the region.

Significant developments

A number of achievements were recorded during the review 

period:

c  The refinement of an operating model – The 9 Key 

Disciplines – which served to deliver improvements 

across all critical areas of the business in four major 

categories, namely: range matrix, display and 

merchandising; inventory management; cash 

management; and HR and staff relations. The goal of this 

strategic intervention is to assist store operators to 

implement best practices more effectively with the aid of 

measurable deliverables.

c  CTM’s internet shopping facility was upgraded to serve 

as a fully functional operational online trading store which 

is integrated into the Group’s SAP system and all CTM 

stores nationwide. Research reflects that consumers are 

increasingly more sophisticated in their access to and use 

of the internet; they are also time poor, which translates 

into convenience being a major determinant in their 

purchasing decisions. Although still in its start-up phase, 

the significant increase in activity on the website amongst 

existing and new users is indicative of the competitive 

advantage which this offering will have for the Group.
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TopT

Overview and performance matrix

Nature of business Retailer of home-finishing products including tiles, 
paint, ceiling décor, vinyl floor covering, 
brassware, sanitaryware, hardware and 
accessories.

Target market LSM 3 – (lower) 7

Entry-level value offering strategically situated in 
under-serviced rural areas and outlying markets in 
close proximity to urban townships.

Number of stores 19 

Key performance indicators

Sales

Average price inflation

Margins

Net profit

Stock turn

Trends

↑

↑

↔

↑

↑

Key differentiators Flexible, opportunistic home-finishing product 
range.

Affordability and availability of stock and 
accessibility to market.

Strong community relationships.

Strategic positioning Your No. 1 store that saves you more.

Following refinement of the business model and strategy, TopT delivered another 

strong performance in the review period, demonstrating the brand’s expansion 

potential. Encouraging growth was achieved across the store network in existing 

markets, while increasing demand is evident in areas where the brand currently has 

little or no representation.

TopT’s goal is to provide accessible, affordable and aspirational products to 

previously under-serviced markets. Operating in an extremely price sensitive market, 

the business succeeded in growing its average basket size based on a combination 

of aggressive pricing and pioneering new products and ranges. Increased focus was 

on expanding the home-finishing products offering, a development that was well 

received by customers. TopT’s unique model affords flexibility of the range to cater 

for diverse market demands.

The role of the vertically integrated supply chain was vital in supporting retail pricing 

to consumers at the front end of the business. In addition, strong community ties 

TopT  
delivered  
a good 
performance, 
demonstrating 
the brand’s 
expansion 
potential and 
endorsing an 
aggressive 
five-year store 
roll-out 
campaign. 

CASH & 
CARRY
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The traction gained by the brand based on strong demand 

from its previously under-serviced markets, will inevitably 

spark competition from existing participants and encourage 

new entrants to the industry. In this light, TopT’s challenge 

will be to leverage its experience in the market, the robust 

buying power afforded by its 19-strong store network, and 

the support provided by the Group’s supply chain.

International Tap Distributors (ITD)

Overview and performance matrix

Nature of 
business

Importer and distributor of brassware and 
accessories.

Target market Predominantly (95%) Group brands: CTM, 
Italtile and TopT, and a small open-market 
client base.

Key 
performance 
indicators

Sales

Average price 
inflation

Margins

Net profit

Stock turn

Trends 
 

↑

 
↑

↓

↔

↑

Key 
differentiators

Integral component of the Group’s supply 
chain.

Long-standing relationships with 
international suppliers and extensive 
import experience.

State-of-the art robotic warehouse facility.

ITD gained meaningful market share in the brassware 

industry based on improved product innovation and stock 

availability. The business delivered record turnover with an 

unchanged staff complement.

After several years of zero price inflation, modest increases 

were implemented on certain product lines in the second 

half of the review period. Despite improved average selling 

prices, margins were negatively impacted by the weak 

and profile building through local media have played an 

import part in the brand’s growth.

During the period, management’s focus on overhead 

containment and improved procurement practices served 

to hold margins stable despite minimal price inflation.

Priorities and prospects

TopT will undertake an aggressive roll-out campaign in the 

next five years. Master licensees will be appointed on a 

regional basis and they, in conjunction with a local black 

equity partner, will be responsible for growing the brand in 

their designated region. This model will have the benefit of 

providing insight into the local market which is critical for 

acceptance amongst rural and semi-rural communities, 

while simultaneously developing entrepreneurship in the 

business.

At present, TopT is represented in the following provinces: 

Gauteng, Limpopo, North West, Northern Cape and 

Mpumalanga. The brand opened a net of four stores during 

the period, and recently commenced its foray into KwaZulu-

Natal with the opening of its Empangeni store. In the short 

term, the goal is to expand the footprint in its existing 

regions and establish a new presence in the Free State.

The brand’s main challenges will continue to be to identify 

suitable franchise partners, store operators and premises 

and to grow new markets in previously un-traded territories. 

Key to entrenching its reputation will be management’s 

ability to develop and expand new and innovative home- 

finishing ranges.

TopT’s business model is centred on a lean staff complement 

and as further roll-out of the store network is effected, 

optimum employment of experienced resources will be 

critical, as will utilisation of automated procurement and 

general operating systems.



Italtile Limited Integrated Annual Report 2013 33



Review of operations continued

Italtile Limited Integrated Annual Report 201334

c  In-store video training on brassware was introduced into 

CTM and TopT. As a specialist product category, this 

intensified brassware education should impact positively 

on sales; and

c  SABS approval was achieved for the Amalfi and Cascade 

ranges.

Warehouse

c  An extensive upgrade of the robotic warehouse was 

undertaken, the first since the facility was commissioned 

eight years ago. This R4 million investment related to 

both infrastructure and software capacity enhancements.

c  Warehouse functions were streamlined, resulting in 

reduced overheads and improved efficiencies and 

inventory management.

Priorities and prospects

Given the strong response from the local market to the Tivoli 

offering, additional products will be added to the range, 

aimed at providing comprehensive product ‘solutions’ to 

consumers, thereby leveraging the growth potential of the 

brand.

SABS accreditation for the Tivoli and Idral brands has been 

applied for and once achieved, is expected to have an 

important impact on growing sales.

ITD’s key challenges will be to remain competitive in a price 

sensitive, weak Rand environment and capitalise on 

opportunities for growth in new and existing markets 

through continued product innovation, improved 

procurement practices and enhanced range and inventory 

management.

exchange rate, increased import tariffs imposed on product 

imported from China, higher distribution costs and generally 

subdued activity in the building industry.

In this environment, competition intensified amongst local 

suppliers. ITD’s strategic advantage in delivering a consistent 

supply of well-priced affordable product benefitted from its 

strong financial position and long-standing experience and 

relationships in the international market.

Underpinning the improved sales and gain in market share 

were a number of initiatives:

Stock management and range

c  An improved range mix and stockholding levels were 

achieved;

c  The vendor management inventory ordering process was 

enhanced resulting in increased sell-through of product;

c  The Tivoli brand gained top of mind awareness as a 

leading aspirational, affordable Italian range through  

in-store promotions and TV and billboard advertising 

campaigns;

c  Following strong success in CTM, select Tivoli lines were 

rolled-out to the TopT stores;

c  Shower heads and accessories were added to the Tivoli 

offering – with favourable response and improved sales 

across the brand;

c  The Idral brand, an Italian range custom-designed for  

the medical industry, was successfully rolled out by  

Italtile Retail’s Commercial Projects division. Good growth 

potential is envisaged for this innovative offering in the 

local market;
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into Cedar Point’s wholesale and distribution function. 

Simultaneously, closer collaboration between the 

manufacturers, Cedar Point and the store operators has 

improved the alignment of décor with the Group’s tile, 

sanitaryware, cabinet and brassware offering, providing 

opportunity to implement the solutions-driven strategy to grow 

the product basket. Automated ordering has reduced stock 

holding levels in-store, and enabled suppliers to improve 

production efficiencies and manage demand better. The 

results of the abovementioned developments are reflected  

in increased sales in the décor category and a growth in 

market share.

The Elf laminated flooring offering, which contributes 30% of 

Cedar Point’s turnover, continued to grow strongly despite the 

aggressive price war being waged in this category. The high 

quality German range offers the business a competitive 

advantage based on its value for money, comprehensive 

guarantee positioning. Cedar Point’s robust negotiations with 

supportive, long-standing suppliers is key to this. Additionally, 

the strategy to offer complete solutions across the range  

(for example trims and skirting to complement floor boards) 

was another driver of growth.

During the review period, improvements were implemented in 

the warehouse, which have resulted in more efficient inventory 

management.

Priorities and prospects

The cabinet category, which contributes approximately 15% to 

turnover, has been identified as an important growth area in 

the local home refurbishment sector. New international 

suppliers have been identified, and management is confident 

that innovative fashionable merchandise sourced from them 

will find favour in this relatively under-serviced segment of the 

South African market.

Cedar Point

Overview and performance matrix

Nature of 
business

Importer and distributor of tiling tools, 
laminated floor boards, cabinets, 
accessories and décor.

Target market CTM and TopT store network.

Key 
performance 
indicators

Sales

Average price 
inflation

Margins

Net profit

Stock turn

Trends 
 

↑

 
↔

↓

↑

↑

Key 
differentiators

Integral component of supply chain across 
merchandise categories.

Strong relationships with international 
suppliers.

Leading buyer and supplier of high quality 
European laminated floor board range in 
South Africa.

During the period the Group increased its original 55% stake 

in Cedar Point to 100%, and co-opted two new minority 

partners in the new financial year, as the former shareholders 

retired.

The business reported strong sales growth based on ensuring 

the retail brands remained highly competitive in terms of their 

range and price offering. Profitability was impacted by currency 

fluctuations and a deliberate margin absorption strategy to 

support the brands. In addition overheads increased slightly as 

the business staffed-up in line with the new structure to  

take on additional business. After several years of zero 

inflation, modest price increases will be implemented in the 

forthcoming period.

The most significant milestone achieved during the period was 

the consolidation of the décor component of the business 

through integration of all external supply (five vendors)  
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The review period presented a range of challenges for this 

business as freight costs continued to rise and the currency 

weakened further while foreign suppliers pushed for price 

increases. Local consumer demand for highly fashionable 

merchandise aligned with international trends continued to 

grow, but within the context of restrained consumer 

disposable income and sustained price sensitivity.

Notwithstanding this environment, Distribution Centre 

improved its sales and trading profit. Margins reduced 

slightly in line with the deliberate decision to afford the retail 

operations a competitive price advantage in the prevailing 

economic climate.

During the year polished porcelain product continued to be 

very popular in the local market, and will remain a core line 

item; the range will be further enhanced in the period ahead. 

In addition, glazed porcelain tiles were imported from 

different international suppliers, improving the Group’s 

offering and entrenching its position as the industry fashion 

leader. Management’s ongoing strategy will be to ensure the 

business holds an optimal balance of imported merchandise 

to cater to the varied market segments which comprise the 

Group’s customers.

Wood-look tiles have developed a strong following in  

South Africa and the range will be enhanced to keep pace 

with growing demand.

Select ranges of cabinets, baths and mosaics were supplied 

by this division to supplement Cedar Point’s offering,  

a strategy which proved successful and will be pursued in 

the year ahead.

In the period ahead there will be an intensified focus on 

improving the range, as well as display and merchandising 

of décor, including revamping the Décor Studio areas in 

existing and new stores and ensuring consistent availability 

of the right products at the right price.

A primary goal for the business will be to increase support 

for in-store salespeople via Cedar Point’s agents. Their role 

will be to simplify the education process. A décor training 

video introduced in the review period had a positive impact 

on sales, and further training initiatives will follow.

There is strong growth potential for Cedar Point’s entire 

product portfolio. Management’s key challenge will be to 

continue to provide optimum support to the retail brands by 

differentiating its offering from competitors and ensuring a 

range that is fashionable, well-priced and has appeal for 

consumers across the spectrum.

Distribution Centre

Overview and performance matrix

Nature of 
business

Procures stock for the Group’s retail 
brands, Cedar Point and ITD and is the 
single largest importer of polished and 
glazed porcelain tiles in South Africa.
Provides warehousing, distribution, 
logistics and foreign exchange services  
to the Group.

Target market The Group’s retail store network and 
integrated suppliers.

Key 
performance 
indicators
Sales
Margins
Net profit
Stock turn

Trends 
 

↑

↓

↑

↔

Key 
differentiators

Long-standing relationships with 
international suppliers and transport 
agents.
Extensive (+30 years) import experience.
Strong financial position facilitates optimal 
investment in inventory.
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Management believes that the IT environment holds substantial 

potential to enable the Group to achieve its growth objectives 

and to improve customer satisfaction. At the outset of the 

reporting period, the division identified three key initiatives to 

advance that strategy.

All three projects were implemented on schedule and on 

budget; total expenditure amounted to R5,2 million.

c  Implementation of an internet shopping facility for the CTM 

brand aimed at establishing an additional channel to market 

and affording customers the convenience of online  

shopping. Phase 1 of this project, which facilitated the  

creation of quotes by customers online, was launched in  

July 2012; visits to the site increased three-fold in the  

period from inception to April 2013. Phase 2 of the  

project involved launching a fully operational online trading 

store which is integrated into the Group’s SAP system and 

all CTM stores nationwide. This was effected in April 2013 

and has generated significant activity amongst existing and  

unique users. Given the nature of its products and the 

extent of this country’s geography, the building industry is 

not naturally suited to online shopping – thus the 

achievement of this nationwide facility has significant 

strategic advantage for the Group.

c  Introduction of a solution to integrate store credit card 

terminals into the SAP Point of Sales (POS) system for all 

stores nationally, providing an online automated card 

payment authorisation system. This serves to integrate both 

the mobile and desktop computer POS units to these 

terminals and has a range of benefits including improving 

speed of service to customers, minimising operator errors, 

and quicker reconciliation of credit card transactions and 

settlement of funds. This solution has been implemented in 

22 stores to date with the intention of rolling it out to the 

entire South African store network.

Priorities and prospects

A new Distribution Centre was established in Cape Town 

during the period; this facility will play an important role in 

streamlining distribution and logistics of imported product in 

the Western Cape and should assist in improving the Group’s 

performance in the region. Management’s key challenge will 

be to ensure that the appropriate product (in terms of design 

and price) is sourced for this particular market.

Continued instability in international markets will provide 

opportunities to source new suppliers and new products  

at affordable prices for the local market; however, 

management’s long-standing experience will be essential to 

ensure that these ranges meet the demands and tastes of the 

wide diversity of customers who support the Group.

Distribution Centre’s key role in the year ahead will continue to 

be to support the retail brands in the Group’s overarching 

policy to have the right products at the right time and at the 

right price.

Information Technology

Overview and performance matrix

Nature of 
business

To provide relevant, effective IT solutions to 
enable an optimal shopping experience in 
the Group’s retail stores by ensuring 
simplicity for the end user, maintenance  
of data integrity, and minimising downtime 
and risk.

Target market The Group’s retail operations and support 
services businesses.

Key 
performance 
indicators

Continual enhancement of the SAP system 
to unlock efficiencies, thereby enabling 
growth.
Management of potential downtime and 
system failure risk, with record low downtime 
reported.
Roll-out of technology.
Improved interactivity of retail websites.
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Property Investment

Overview and performance matrix

Nature of 
business

Underpins the Group’s retail operations by 
ensuring that stores are optimally located 
on high profile destination sites or within 
easy access of previously under-serviced 
rural and outlying areas.

Target market Italtile, CTM and TopT store network.

Key statistics

Portfolio value

Number of 
stores

 

 

 

Capex  
incurred

Portfolio 
changes

New stores 
opened

Stores 
renovated/
relocated

+R1,6 billion

117 in South and Southern Africa and 
Australia

c  90 CTM stores (39 Group-owned or 
joint ventures; 51 franchised).

c  8 Italtile stores (7 Group-owned;  
1 joint venture.)

c  19 TopT stores (8 Group-owned; 
11 franchised).

In excess of R100 million on new and  
refurbished properties.

2 properties acquired and 4 sold.

 
6 (2 CTM and 4 TopT stores). 

16

The Group’s property portfolio supports its brands through 

high profile, easily accessible store locations, and well 

maintained aesthetically attractive shopping environments.

A key focus for this division during the year was a 

comprehensive infrastructure maintenance programme of 

existing stores aimed at enhancing the retail experience for 

customers. Projects included extensive roof and floor 

upgrades, refurbishments and layout revamps.

c  Implementation of SAP into one of the Group’s supply  

chain businesses, Ezeetile, aimed at streamlining their 

operations and integrating their system with the Group’s 

SAP system to improve inventory ordering, management 

and logistics.

Priorities and prospects

In support of the ambition to be a world-class, sustainable 

low cost retailer, the Group will continue to invest in 

technology to unlock strategic value.

The period ahead will see advancement of the integration of 

credit card terminals into the SAP POS network to the 

balance of the CTM stores nationwide. Completion is 

scheduled for December 2013.

The Group’s CTM and Italtile online shopping capability, 

which is still in its embryonic stage, will continue to be 

developed.

Further investment will be made in key areas of optimisation 

in the business. Initiatives will include developing a reporting 

system for operators aimed at delivering best operating 

practice in a user-friendly fashion by supporting decision-

making in stock management and improving system 

controls.
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in Musina, Thohoyandou, Mogwase, Kimberley and Empangeni 

(opened on 1 July 2013), whilst the stores in Newcastle and 

Benoni were relocated to more suitable sites. To date TopT’s 

footprint has been limited to Gauteng, Limpopo, North West, 

Northern Cape and Mpumalanga, however based on strong 

market potential, roll-out of the network has commenced in 

KwaZulu-Natal with the opening of the Empangeni store. In 

the short- to medium term opportunities to grow the brand’s 

presence will be focused on Limpopo, Mpumalanga and  

North West provinces.

Environmental sustainability is central to the property division’s 

operations and a range of strategies is in place to reduce 

resource consumption and decrease the Group’s carbon 

footprint across the business. Mitigating measures include 

employing environmentally friendly building practices such as 

use of renewable materials, improved insulation, and optimising 

on natural light in stores; converting inefficient electrical 

installations to newer, more efficient technology, as well as 

adding solar technology where practicable; harvesting 

rainwater and establishing water-wise gardens.

Priorities and prospects

This division will strive to continue to add value to the Group’s 

brands by maintaining, sourcing and developing customer-

friendly destination sites and stores. A key priority will be to 

facilitate TopT’s aggressive roll-out strategy over the next  

five years.

The Group’s Green agenda will be advanced in all new 

properties constructed, whilst existing properties will be 

converted to efficient resource consumption where possible.

In general, the property market was slightly more fluid than in 

recent years. As part of its ongoing evaluation and enhancement 

of the portfolio, four properties were sold and two were 

acquired. Net of sale of properties, the value of this portfolio 

increased by R100 million. An impairment of R5 million has 

been recorded on property in Australia, a reflection of adverse 

economic conditions in that country.

The following developments were recorded in the retail 

divisions in the review period:

Italtile Retail: Italtile has, during September 2013 launched  

its newest store, The Glen in Johannesburg South. The store 

is based on the same latest generation Green technology 

employed in the custom-designed Boksburg store, which 

opened in 2012 and which has reported a one-third reduction 

in energy consumption compared with that of a similar 

standard-design structure. Italtile’s three to five year expansion 

strategy includes a further four stores across South and 

Southern African markets.

CTM: During the period, new stores were opened in North 

Riding, Gauteng; Crossroads, Western Cape and Nairobi, 

Kenya. Two other stores, George and Witbank, were relocated 

to improved sites, the Alberton store was redeveloped, and 

renovations and alterations were undertaken at Burgersfort, 

Centurion, Groblersdal, Klerksdorp, Montague Gardens, Paarl, 

Pietermaritzburg, Port Elizabeth, Port Shepstone, Pretoria and 

Francistown. Given the brand’s strong equity amongst 

consumers, further stores will be rolled out nationwide based 

on the availability of suitable sites.

TopT: This brand continued to gain traction in the under-

serviced markets it serves. New stores were opened  
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c  A five-year waste minimisation plan has been introduced 

with the target of reducing waste for recycling and waste 

to landfill by all stores by 10% by FY2015. The long-term 

goal is to reduce waste to landfill to a maximum of 5% of 

all waste by FY2017. To date, three recycling procurement 

companies have set up facilities in eight Group stores; the 

intention is to systematically measure each store’s waste 

which will provide guidelines to assist in better waste 

management. The small fee paid by the recycling 

businesses for the waste will be used to offset waste 

collection that is destined for municipal landfill, with the 

aim of producing zero-cost waste.

c  The water management plan’s immediate goal is to 

ensure accurate consumption readings per store by the 

end of FY2014. The target is to reduce water consumption 

by 5% annually. Initiatives currently underway or in the 

process of being developed and rolled out include raising 

awareness in all the stores amongst customers and staff 

in terms of water-wise products and consumption; 

rainwater harvesting and water recycling.

c  Policies and procurement. The Group is committed to 

sustainability in all aspects of its operations, striving for 

reduced resource consumption and reduced costs. In 

addition, key focus areas include increasing recycled 

content, local content and the longevity of products. This 

eco-friendly agenda will be achieved through closer 

relationships with suppliers to improve sustainability 

features, improve labelling of products, and reduce 

packaging.

c  Social investment. In support of the belief that physical 

education and sport can have a positive educational 

impact, the Group has established a community 

investment programme centred on the development of 

up to two sports grounds per year in areas lacking sports 

Environment and sustainability

Overview and performance matrix

Nature of 
business

Measures, manages and reduces the 
Group’s impact on the environment and 
promotes its long-term sustainability.

Target  
audience

The Group’s retail operations and support 
services businesses.

Key 
performance 
indicators

Electricity 
savings

Water

 
 
 
Recycling

 
 
Carbon  
footprint

 
 

A 3,63% saving in consumption (between 
FY2011 and FY2013).

Improved in-store information regarding 
water-saving products; continued roll-out 
of rainwater harvesting and water-wise 
gardens to stores.

Relationships established with recycling 
companies to collect, measure and 
increase recycling of waste.

Third carbon footprint study (FY 2012) 
confirmed a decrease of 16% in direct 
CO2 emissions per Rand value of turnover.

During the review period a comprehensive policy was 

developed which fine-tuned the Group’s Environment and 

Sustainability vision and agenda. The primary goals of the 

policy are to reduce consumption, increase recycling,  

promote sustainability of product and procurement, and 

develop meaningful social investment programmes. A range  

of initiatives has been implemented in this regard:

c  A five-year energy management plan has been 

introduced with the target of reducing consumption by 

50% by the end of FY2017 through utilising efficient 

technologies, renewable resources and changing  

habits. In FY2013/14, new lighting technology will be 

implemented in 14 stores, which will realise a 6% total 

energy saving; solar energy will be employed in eight 

other stores, which will effect a 40% saving per store, 

translating into a 4% saving for the Group.



Italtile Limited Integrated Annual Report 2013 41

Human resources and training

Overview and performance matrix

Nature of business Adding value by developing and 
empowering human capital through 
relevant training and support, and 
providing an efficient payroll and 
administration function.

Target audience Support Centre, franchisees and 
employees.

Key performance 
indicators

Skills training and 
competencies

Quality of training

Staff attraction and 
retention

Compliance with 
employment equity 
targets

Trends 

 
↑

↑

 
↑

 
 
↑

To maintain the Group’s competitive advantage and sustained 

success as an industry forerunner, Human Resource (HR) 

activities have focused on developing and nurturing the next 

generation of high-performance leaders through on-the-job 

product training, short courses and a mentorship programme 

under the Chairman’s stewardship, conducted in collaboration 

with Stellenbosch University as well as a specialist mentorship 

consultancy.

A significant milestone was achieved with the successful 

graduation from the Operator Training Programme of 11 

candidates who are well-qualified to step into store 

management positions. Development of depth of management 

across the Group is a key focus and 16 new candidates have 

been identified for the 2014 course.

facilities. This initiative is based on an existing venture, the 

Soweto sports ground, which is a community-centered 

facility sustained by various sponsorship efforts.

  The sports fields which have been commissioned for 

FY2014 are in Thohoyandou and Sebokeng (Sedibeng 

Municipality). Each of the grounds will have the following 

facilities: a basketball and netball court, soccer field, 

athletics track (Sebokeng only), change room amenities and 

a caretaker’s house. The caretaker will be funded via the 

sports facility.

c  The Green Excellence Awards and prizes of R20 000 and 

R50  000 were awarded to Italtile Boksburg and CTM 

Newcastle respectively, for outstanding achievements in 

implementing the Group’s environmental sustainability 

agenda.

Priorities and prospects

Energy meters will be rolled out to all CTM stores, aimed  

at improving data collection. Accurate consumption 

measurement will provide management with practical 

guidelines to reduce consumption.

Rainwater harvesting tanks are currently utilised in Gauteng 

and will be supplied to stores in other provinces in the period 

ahead.

The Eco icon Green accreditation symbol previously only 

implemented in Italtile stores will be extended to all CTM 

stores. This unique standard, designed by the Group, serves 

to promote products by creating awareness of their 

environmentally beneficial properties.

The fourth carbon footprint study (FY2013) has been 

commissioned and is anticipated to demonstrate the continued 

downward trend in the Group’s CO2 emissions.
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Following on from the substantial success of the Practical 

Tiling, Plumbing and Laminated course, an Advanced 

course has been developed and is currently in the pilot 

phase. During the year, 142 candidates completed the 

Practical course, and since inception of the Training 

Academy in 2009 almost 60% of the Group’s staff 

complement has been trained.

A national road-show was conducted serving to educate all 

store operators across the Group in payroll and industrial 

relations best practice.

Priorities and prospects

Italtile’s key challenge in the HR arena is to overcome the 

skills shortage and competition for talent in the industry by 

instilling best practice and creating an environment that 

retains its high calibre workforce and continues to attract 

the next generation to the retail environment.

The Group’s goal to cultivate a strong pool of talent and 

depth of management will be advanced by continued 

investment in training and development to assess and 

address the needs of the business.

The goal to engender a creative, industrious and customer-

centric culture amongst employees has been driven through 

internal communication mechanisms and on-site training.

Total spend on training and development programmes 

increased to R3,4 million (2012: R2,5 million). The number 

of employees trained increased to 964 from 546.

The division recognises that the success of all learning and 

development initiatives lies in its strategic partnership with 

store operators to ensure that competency deficiencies in 

the Group are addressed. A notable development during 

the year was the decentralisation of decision-making 

regarding training from the HR division to the store operators, 

with the aim of identifying skills gaps in the operations and 

developing more relevant training courses. This resulted in 

an increase in the number of courses from 73 to 111, with 

improved buy-in at store-level. In addition, store operators 

have identified that increased collaboration on a regional 

basis will provide a strong opportunity to improve the quality 

of training.
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The retail brands are expected to continue to deliver growth  

for the forthcoming period, with a better than average 

contribution anticipated from TopT specifically, as the  

impact of an aggressive planned store roll-out programme 

filters through.

The best practice programmes that were implemented in  

the period and the team’s high performance culture, position 

the Group well for future growth. Whilst trading conditions are 

expected to remain competitive and challenging, the business 

is structured to capitalise on opportunities in the industry.

Appreciation

The management and staff of Italtile responded  

enthusiastically to the difficult economic environment and 

strategic initiatives implemented across the Group in the  

year under review. Their continued commitment to the  

vision and goals of the business is to be acknowledged  

and congratulated.

The Group’s improved results and achievement of testing 

growth targets is a tribute to their dedication.

Outlook

The early signs of success of new training initiatives and 

structured best practice disciplines are rewarding, and the 

Group will continue to invest in developing its people and its 

processes to ensure that every prospective area of 

improvement is identified and optimised on.

Innovation in both products and technology is key to retaining 

and growing market share. The Group has and will continue to 

commit resources to furthering its goal to be at the forefront of 

leading-edge trends and developments in order to provide its 

customers with a superior shopping experience and its 

shareholders with a satisfying return on investment.

Efficiency and cost-containment drives will remain a priority, 

both in terms of improving profitability for the business as well 

as providing favourable pricing for customers based on a 

lower margin offering.

Opportunities to enhance the Group’s performance in the 

coastal markets will be pursued through improved store 

management structures, thereby facilitating greater 

collaboration between stores in the region regarding stock 

management and benchmark operating practices.


