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VISION
“An institution of excellence in international trade administration, enhancing
economic growth and development.”

MISSION
“ITAC aims to create an enabling environment for fair trade through:
• Efficient and effective administration of its trade instruments and
• Technical advice to the dti”

CORE VALUES
The Commission is guided by the following set of core values:

•
•
•
•
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Integrity;
Trust;
Accountability; and
Commitment
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Foreword by the Minister of Trade and Industry

Mr MANDISI MPAHLWA

Report of the International Trade Administration Commission of South Africa for
the period 1 April 2007 to 31 March 2008

I am honoured to present the fifth annual report of the International Trade Administration
Commission of South Africa for the year ended 31 March 2008, in accordance with Section 22
(4) of the International Trade Administration Act (Act No. 71 of 2002) and the Public Finance
Management Act (Act No. 1 of 1999)

MANDISI MPAHLWA, MP
MINISTER OF TRADE AND INDUSTRY
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REPORT OF THE CHIEF COMMISSIONER

Mr. Siyabulela Tsengiwe
his report for the year under review, 2007-2008, is historic. It comes out at a time
when ITAC is about to celebrate its 5th year anniversary. It also coincides with the
adoption of a new strategy for ITAC for the next five years. ITAC was established
through an Act of Parliament, the International Trade Administration Act 71 of 2002
(the Act), which came into force on 1 June 2003. The aim of ITAC, as stated in the Act, is to
foster economic growth and development in order to raise incomes and promote investment
and employment in South Africa and within the Common Customs Union Area by establishing
an efficient and effective system for the administration of international trade subject to this Act
and the SACU Agreement. The core functions are: customs tariff investigations; trade
remedies; and import and export control.

T

ITAC operates in complex and dynamic global and domestic trade and industrial policy
environments that are characterized by sustained pressure to reduce or eliminate ordinary
customs duties through unilateral, bilateral, regional and multilateral trade channels. There are
increasing limitations, including bilateral trade agreements, in assessing industry applications
for increasing ordinary customs duties. The year under review saw the Commission consider
only 3 applications for ordinary customs duty increases with 1 recommended and this one

4
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pertained to the variable tariff formula on sugar. This has been the trend in the past 4 years
preceding 2007-2008. For the same financial year 2007-2008, 16 applications to reduce duties
were finalised out of which 4 were approved, 9 were rejected whilst 3 were withdrawn.
Twenty rebate applications were finalised, with 12 approved, 6 rejected and 2 withdrawn.

Domestically, although ordinary customs duties for high value added products will remain an
important industrial policy instrument that should be strategically used, trade policy instruments
in the purview of ITAC that are gaining prominence and increased use worldwide are trade
remedies, in particular anti-dumping. For the financial year 2007-2008, the Commission
considered 5 applications for possible introduction of antidumping duties. The figure was
14 for each of the financial years 2006-2007 and 2005-2006.

Import control measures or restrictions in a more open global economy are limited to those
allowed under the relevant World Trade Organization (WTO) Agreements. Import control
measures are essentially for health, safety and environmental reasons. In this regard ITAC
makes a contribution to sustainable development. During 2007-2008, a total of 15 569 import
permits and 6 666 export permits were issued.

On regional integration ITAC has in the year 2007-2008 played an important role in the
challenging implementation of the SACU Roadmap on the establishment of National Bodies
(NBs) and the SACU Tariff Board (TB). The SACU Council of Ministers, in May 2006, extended
the mandate of ITAC to continue to conduct investigations on behalf of SACU in consultation
with the BLNS (Botswana, Lesotho, Namibia, Swaziland) until the NBs and the TB become
operational. Once the NBs and the TB become operational, the way ITAC conducts its
business will change and ITAC has to prepare for that eventuality now. The intensification of
regional integration in the Southern African Development Community (SADC) in respect of
determining a common external tariff and a joint tariff and trade remedies mechanism poses
enormous challenges for ITAC as the only authority with the requisite experience and capacity
in the region. This calls for a proactive approach by ITAC in providing technical advice on
regional integration.

Going forward, given the aims of ITAC and the complex and dynamic global and domestic
environments in which ITAC operates, ITAC compared to its predecessor, the Board of Tariffs
and Trade (BTT), is faced with a challenge of adaptation and renewal. In this regard ITAC
endeavours to position the institution for continued relevance. ITAC, in light of the institutional
information and knowledge accumulated from its trade instruments in the form of product
specific investigations and the administration of industrial development programmes
Motor Industry Development Programme and Textile, Clothing and Interim Development
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Programme (MIDP and TCIDP), is well positioned to make contributions to trade and industrial
policy processes of the dti. ITAC must continue to provide technical advice on its instruments
in trade negotiations. This is a logical evolution of ITAC’s role in alignment with the dti objectives
in Vision 2014. This has led to recognition that in addition to providing trade instruments in
reaction to industry applications, ITAC has to be more explicit and proactive in the technical
advice that it has already started to provide to the dti.

The year under review saw an increased focus on putting in place systems and processes to
enhance good corporate governance. If ITAC is to be more efficient and effective, modernise
and follow best practice in response to the need for adaptation and continued relevance,
business support has to be taken to greater heights. This will be done through better alignment
of business support to the core functions. In future we will improve on appropriate and well
functioning business solutions, effective and efficient utilisation of material, human and information
technology resources. Primarily, ITAC produces information and knowledge in executing its core
functions and this requires suitable people, skills development and retention, and a proper
performance management system.

SIYABULELA TSENGIWE
CHIEF COMMISSIONER
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COMMENTARY BY THE CHAIRPERSON OF THE COMMISSION

Mr. M P McDonald
uring the year under review, the Commission spent considerable time in overhauling
its anti-dumping regulations which were submitted to the Minister for approval. In this
regard, the Commission undertook extensive consultations. The significant
amendments contained in the amended regulations are procedural and substantive
in nature, grouped around the general principles of increased transparency, efficiency and
effectiveness, and more informed decision-making.

D

The Commission also pro-actively initiated a number of investigations of the tariff structure for
major industrial inputs, such as basic chemicals, aluminium, and textiles. These investigations
stemmed from recommendations contained in the dti’s industrial policy framework according
to which tariff policy’s strategic role now lies with playing a part in improving the export
performance of sophisticated, high-income, value-added products. To this purpose, tariffs on
upstream industries are being reviewed for possible reduction or removal, to lower input costs
into downstream manufacturing.
In addition, the Commission initiated a comprehensive investigation of the duty structure for
machinery and capital equipment, also in the light of the government’s infrastructure capex
programme. For the first time in its history, after an in-depth investigation, the Commission
introduced safeguard measures to protect the domestic industry manufacturing lysine, an
animal feed.
ITAC Annual Report • 2007-2008
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In co-operation with SARS, the Commission continued its efficient administration of the
temporary quota restrictions regime regulating the imports of textiles and clothing from China.
The rationalized scheduling of Commission meetings away from the initial weekly meetings and
then later the fortnightly meetings, to the current monthly Commission meeting schedule, has
resulted in the Commission’s improved efficiency and effectiveness.
In conclusion, I wish to assure our stakeholders that we always endeavour to conduct our
investigations with the utmost rigour and circumspection but also speedily. Although the
Commission has met its turnaround times in respect of the instruments at its disposal, further
improving on these turnaround times remains a challenge.

MICHAEL McDONALD
CHAIRPERSON
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BACKGROUND ON THE COMMISSION

I

TAC was established through an Act of Parliament, the International Trade Administration

Act 71 of 2002, which came into force on 1June 2003.

The aim of ITAC, as stated in the Act, is to foster economic growth and development in
order to raise incomes and promote investment and employment in South Africa and
within the Common Customs Union Area by establishing an efficient and effective system
for the administration of international trade subject to this Act and the Southern African
Customs Union (SACU) Agreement. The core functions are: customs tariff investigations;
trade remedies; and import and export control.

The ITA Act makes provision for a Chief Commissioner who serves as the
Chief Executive Officer directly accountable to the Minister of Trade and Industry.
The Chief Commissioner is assisted by a Deputy Chief Commissioner and a maximum
of ten Commissioners who can be appointed to serve on a full-time or part-time basis.

There is currently a full-time Chief Commissioner and six part-time Commissioners.
The position of Deputy Chief Commissioner is vacant.
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COMMISSIONERS AND MANAGEMENT TEAM
COMMISSIONERS

* Siyabulela Tsengiwe
Chief Commissioner

Michael McDonald
Chairperson of the Commission

Tina Eboka
Commissioner

Nomsa Zondi
Commissioner

Bonga Edison Maphumulo
Commissioner

Tanya van Meelis
Commissioner

Nandi Tshabalala
Commissioner

MANAGEMENT TEAM
Lungile Ngundze
General Manager: Corporate Services

Chris Arnold
Senior Manager: Strategic Support

Brenda Mabaso Chipeio
Senior Manager: Tariff Investigations II

Carina Janse van Vuuren
Senior Manager: Trade Remedies I

Alexander Amrein
Senior Manager: Policy & Research

Bhekithemba Kgomo
Senior Manager: Internal Audit

Niki Kruger
Senior Manager: Legal Services

Phillip Semela
Chief Information Officer

Rika Theart
Senior Manager: Tariff Investigations I

Phillip Snyman
Senior Manager: Import & Export

Farai Magagula
Chief Financial Officer

Virginia Mashele
Senior Manager: Human Resources

* Siyabulela Tsengiwe, is also the Chief Executive Officer of ITAC.

10

ITAC Annual Report • 2007-2008

Zoleka Xabendlini
Senior Manager: Trade Remedies II

List of Reports issued by the Commission in the period 1 April 2007 to 31 March 2008
Report No.

Title

199

Sunset review of the anti-dumping duty on lysine originating in or imported in or
imported from Indonesia

200

Temporary rebate of the duty on soya beans for the extraction of soya bean oil to be
used in the production of biodiesel

201

Creation of a rebate provision “Goods of any description for use in the construction of
the infrastructure known as the Gautrain Rapid Rail Link”

205

Reduction in the rate of duty on preparations containing rectopamine

208

Rebate of the customs duty on solid and liquid caustic soda used in the manufacture
of laundry and toilet soaps

209

Reduction in the rate of duty on single-phase alternating current electric motors

211

Termination of the countervailing duties on printed and dyed bed linen originating in or
imported from Pakistan

212

Sunset review of the anti-dumping duties on acetaminophenol originating in or
imported from India: Final determination

213

Creation of a rebate provision for hoses for the manufacturing of automotive
air-conditioning systems

214

Sunset review of the anti-dumping duties on towels and originating in or imported
from the Peoples Republic of China

215

Investigation into the alleged dumping of biaxially oriented polypropylene (BOPP) film
originating in or imported from Brazil: Final determination

217

Termination of the anti-dumping duties on hoes originating in or imported from China

218

Application for an increase in the rate of duty on spun bond fabric

219

Rebate of the duty on reformate used in the manufacture of petrol

220

Creation of a rebate item for welded steel tubing of circular cross-section for the
manufacture of refrigerators and freezers

221

Technical correction in South Africa’s Tariff Schedule

222

Amendment of rebate item 307.05/39.16/01.00-Industry manufacturing plastic goods

224

Termination of the countervailing duties on galvanised steel pipe and tube originating
in or imported from India

226

Termination of the anti-dumping duties on roller bearings originating in or imported
from the United States of America

227

Rebate of the customs duty on monofilament of polypropylene for the manufacture of
carpet backing material consisting of woven fabrics, containing 85 percent or more by
mass of synthetic filaments

228

Creation of a temporary rebate provision for safety syringes
ITAC Annual Report • 2007-2008
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List of Reports issued by the Commission in the period 1 April 2007 to 31 March 2008

12

Report No.

Title

229

Investigation into the alleged dumping of self-copy paper originating in or imported
from the United States of America: Final determination

230

Rebate of the duty on electric heating resistors for the manufacture of certain
spiral-plate tabletop cookers and jug kettles with plastic bodies as well as glass lids
for the manufacture of frying pans

231

Investigation into the alleged dumping of chopped strand mats originating in or
imported from the People’s Republic of China: Final determination

233

Reduction in the rebate of duty on baby bootees with uppers and soles of woven
textile material, with the outer affixed to the uppers by sewing, having a length not
exceeding 100mm and a sole thickness not exceeding 2mm

234

Sunset review of the anti-dumping duties on white self copy paper originating in or
imported from Belgium, Germany and the United Kingdom

235

Review of the customs tariff dispensation on maize, maize flour and downstream
products thereof

236

Interim review of the anti-dumping duties on stranded wire ropes of iron or steel, not
electrically insulated, originating in or imported form Bridon International Ltd in the
United Kingdom: Final determination

237

Investigation into remedial action in the form of safe guards against the increased
imports of lysine: Preliminary determination

238

Rebate of the duty on heat transfer labels (decalcomanias), not vitrifiable, classifiable
under tariff subheading 4908.90 for use in the manufacture of articles for the
conveyance or packing of goods, of plastic classification in tariff heading 39.23

239

Temporary rebate of the duty on soya oilcake for use in the manufacture of animal feed

240

Application for reduction in the rate of customs duty on grape seed extract

242

Reduction in the rate of customs duty on calcium salts of palm fatty acid used as
additives in animal feed (megalac) from 20% ad valorem to free of duty

243

Creation of a rebate provision for hallow profiles of aluminium for the manufacture of
condensers and evaporators

244

Amendment of rebate item 311.12/52.08/01.04

245

Application for a reduction in the duty on mineral fibre ceiling panels

246

Investigation into the alleged dumping of citric acid originating in or imported from the
People’s Republic of China: Preliminary determination

248

Sunset review of the anti-dumping duties on lysine originating in or imported from the
United States of America

ITAC Annual Report • 2007-2008

List of Reports issued by the Commission in the period 1 April 2007 to 31 March 2008
Report No.

Title

249

Investigation into the alleged dumping of welded link steel chain originating in or
imported from the People’s Republic of China: Preliminary determination

250

Investigation into remedial action in the form of safeguards against the increased
imports of lysine: Final determination

251

Sunset review of the anti-dumping duties on picks, shovels and spades, rakes and
forks originating in or imported from the People’s Republic of China: Final determination

252

Interim review of the countervailing duty on stranded wire, ropes and cables of iron or
steel, not electrically insulated originating in or imported from India: Final determination

253

Rebate of the duty on partially orientated yarn classifiable under tariff subheading
5402.45 used in the manufacture of textured nylon yarn

254

Investigation into the alleged dumping of plates, sheets, film, foil, and strip of
polymers of vinyl chloride (PVC) classifiable in tariff subheading 3920.49, non-cellular
and not reinforced, laminated, supported or similarly combined with other materials
and having a plasticizer content not exceeding 6% originating in or imported from the
People’s Republic of China and Chinese Taipei: Preliminary determination

255

Rebate of the duty on polyethylene filament yarn classifiable under tariff subheading
5402.49 used in the manufacture of ropes

256

Amendment of rebate of the duty in terms of rebate item 303.01 on palm stearin for
blending with paraffin wax

257

Sunset review of the anti-dumping duties on woven fabrics of polyester staple fibres
mixed mainly or solely with cotton, unbleached or bleached, dyed, colour woven and
printed originating in or imported from the People’s Republic of China: Final determination

259

Investigation into the alleged dumping of extruded aluminium profiles originating or
imported from the People’s Republic of China: Preliminary determination

261

Investigation into the alleged dumping of welded link steel chain originating in or
imported from the People’s Republic of China: Final determination

262

Investigation into the alleged dumping of plates, sheets, film, foil, and strip of
polymers of vinyl chloride (PVC) classifiable in tariff subheading 3920.49, non-cellular
and not reinforced, laminated, supported or similarly combined with other materials
and having a plasticizer content not exceeding 6% originating in or imported from the
People’s Republic of China and Chinese Taipei: Final determination
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Performance against predetermined objectives
Goal
Promotion of domestic
production and manufacturing.

Increase in the
customs tariff

Cost reduction and increase in
global competitiveness.

Reduction in customs
tariff

Cost reduction of inputs.
Increased global competitiveness.
Promotion of manufacturing
activities in the SACU

Rebate of the customs
tariff

Cost reduction on inputs
Competitiveness in export market.

Permits for rebate and
drawback of the
customs tariff
Eligible export
certificates

Improvement of global
competitiveness of the motor
vehicle and component
manufacturing industry

14

Key performance
indicator

Improvement of global
competitiveness of the motor
vehicle and component
manufacturing industry

Import Rebate Credit
Certificates

Improvement of global
competitiveness of clothing and
textile manufacturing
dustry

Duty Credit Certificates

Target

Result

8

3

40

16

36

20

1000

999

800

365

2700

3015

1400

962
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Reason
for variance
The Commission
finalised 3 increase
applications:
1 was rejected,
1 increase recommended
and 1 withdrawn;
3 applications still in
progress
The Commission
considered 19 reduction
applications, 4 were
approved,9 were
rejected, 3 in progress.
and 3 withdrawn
The Commission
considered 29 rebate
applications.
12 were approved,
6 rejected, 2 withdrawn
and 9 are still in process
The Commission
issued 999 permits
The Commission
received & issued
365 applications due
to an extension granted
on the validity period of
old certificates.
The Commission
received 2 740
applications,
which resulted in the
issuance of 3 015
certificates. 1 Application
may require a number of
certificates
The Commission
received 979
applications of which
962 certificates were
issued. 17 did not
comply with the
requirements.

Performance against predetermined objectives
Goal

Key performance
indicator

Target

Result

Adjudicate permit applications in
accordance with the Act, regulations
and policy

Permit applications
adjudicated

27000

29633

Promotion of the environment,
health and safety standards.

Import Control
permits

16000

15569

Ensure compliance with
domestic law and provisions
of international agreements.
Inspect imported goods to
ensure compliance with
import and 311.18 rebate permit
provisions and goods destined
for export

Export Control
permits

4000

6666

Investigate the import/exportation
of goods in contravention of the
provisions of the ITA Act
Seize goods imported or goods
destined for exportation in
contravention of the ITA Act.
Institute legal proceedings

Protection for SACU industry
against unfair international trade
practices

Investigate a surge of imports
that results in serious injury to
the SACU industry
Improvement of global
competitiveness of the motor
vehicle and component
manufacturing industry
Ensure compliance to
the MIDP guidelines

460

635

EnforcementContainer inspections

460

1203

EnforcementInvestigations

32

30

12

17

EnforcementUnscheduled
inspections

EnforcementSeizure and
removal
of illegally imported
goods/goods
destined for export
Anti-dumping and
countervailing
investigations and
reviews

Safeguarding
investigations
Productive asset
allowance certificates

On-site verifications

31

4
100
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Reason
for variance
Anticipated number
of applications/
correspondence
increased
Only 15569 import
permits were received
and issued
Estimated 4000
export permits were
exceeded by 2666
Increase in activity

Increase in
requests for inspection
(all inspections
requested were done)
Decrease in number
of transgressions
Increase in action
against transgressions

15
15 Investigations were
completed finalised during the year.
4 new Investigations
were received and
initiated. 4 investigations
have been carried over
to the next financial year
1
completed
56

127

The Commission
received & issued
56 certificates
Verifications are
carried out on a reactive
basis. The number of
verifications depends on
complexity of production
and costing processes.

15

IMPORT AND EXPORT CONTROL

mport and export control measures or
restrictions in a more open global economy are
limited to those allowed under the relevant World
Trade Organization (WTO) Agreements. Import
control measures are essentially for health, safety
and environmental reasons.

I

Out of a total of 6618 product tariff lines identified in
the South African version of the International
Harmonised Commodity Description and Coding System, the internationally accepted
customs clearing system for traded goods, there are only 276 tariff lines that, in South Africa,
are under import control and 177 tariff lines that are under export control.

As mentioned, import and export control measures are applied to enforce health,
environmental, security and safety, and technical standards that arise from domestic laws
and international agreements.

During the year under review, ITAC also played a critical role in the administration of the
temporary quota restrictions on clothing and textile imports from China on behalf of the dti.

Turnaround times in issuing permits to industry, given their economic significance, are
strictly met.

During 2007/2008, a total of 15569 import permits and 6666 export permits were issued.

16
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TARIFF INVESTIGATIONS

conomic success hinges on
growing trade, investment, technological upgrading and knowledge
flow. Trade expansion along with the
upgrading of the composition of
exports and an improvement in our
terms of trade is a key ingredient for economic
success.

E

Thus, ITAC operates in a complex and dynamic
global and domestic trade and industrial policy environment characterized by sustained pressure
to reduce or eliminate ordinary customs duties through unilateral, bilateral, regional and
multilateral trade agreements. There are increasing limitations on assessing industry applications
for increasing ordinary customs duties.
Although ordinary customs duties for high value added products will remain an industrial policy
instrument in selected instances, the trade policy instruments within the purview of ITAC that are
increasingly being used by governments worldwide are trade remedies, in particular anti-dumping
protection.
The activities of the tariff investigations division are therefore geared towards the lowering of
cost structures on industrial inputs through tariff reform, thereby enhancing international
competitiveness and promoting downstream value-added industrialisation. Downstream
industries are much more labour-intensive than the relatively capital-intensive upstream heavy
industries such as steel and petrochemicals.
The tariff amendment adjudication process within ITAC is rigorous and thoroughly
evidence-based. Consideration is given to the justification for protection in terms of criteria such
as an analysis of an industry’s rate of effective protection and its economic impact or knock-on
effect across the whole value chain of industries and consumers. In addition, the need for tariff
protection through the imposition of duties, as evidenced by a revealed price disadvantage
vis-à-vis foreign producers of equivalent products, is rigorously examined in an evaluation of an
industry’s competitive position. In selected cases, and supported by evidence, the strategic use
of tariffs has an important role to protect jobs and investments. During the year under review, ITAC
launched major investigations with a view to a revision of the duty structure for basic chemicals,
semi-manufactured aluminium, textiles, and capital equipment.
The tariff-setting process for the agricultural sector has been a salient aspect of the work of ITAC,
given the phenomenon of highly elevated global food prices. This has serious implications for tariff
setting, in particular when considering applications to increase customs duties on agricultural
products. In the tariff-setting process for agricultural products, ITAC also takes the global market
distortions into consideration.
ITAC Annual Report • 2007-2008
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In the light of the institutional information and knowledge accumulated from its trade instruments
in the form of product specific investigations and the administration of the Motor Industry
Development Programme (MIDP) and the Textiles and Clothing Industry Development Programme
(TCIDP), ITAC is well-positioned to make contributions to trade and industrial policy processes
of the dti. ITAC therefore continuously provides technical advice on its instruments during trade
negotiations and trade policy formulation.
In the financial year 2007/2008 and in addition to its ongoing administration of the MIDP and
TCIDP programmes in terms of which 3015 import rebate credit certificates (MIDP), 56 productive
asset allowance certificates (MIDP) and 962 duty credit certificates (TCIDP) were issued, the
Commission considered 3 applications for an increase in the ordinary customs duty through an
amendment of Schedule No.1 to the Customs and Excise Act, 36 applications for a reduction or
rebate of the duty through amendments of Schedules No. 3, 4 or 5 of the Act, and issued 999
rebate permits in terms of standing rebate provisions in Schedules No. 3, 4 and 5 of the Act,
including the export promoting provisions in terms of which the duties on imported materials
and components are rebated on condition that the final product manufactured domestically
is exported.

18
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TRADE REMEDIES

n terms of its mandate, ITAC has the important function of conducting investigations of
anti-dumping and other trade remedies
petitions and applications in compliance with
WTO principles and procedures.

I

Our trade remedies instruments: Anti-dumping
duties, Countervailing measures, and Safeguards, but in particular the most often used
anti-dumping instrument, will be receiving more
attention and prominence relative to ordinary
customs duties. Over the past three years, no
countervailing (anti-subsidy) investigation was initiated by ITAC. One safeguard investigation was
conducted in 2007 that led to the introduction of a safeguard measure. As mentioned, relative
to the other two trade remedies, applications to ITAC are mostly for anti-dumping protection.

ITAC will continue to be rigorous and circumspect in its investigations and recommendations to
the Minister of Trade and Industry, given the costs and benefits inherent in these instruments.
Actions against unfair injurious dumping remain a critical intervention to protect jobs and sustain
investments. It is important that the instruments are used to level the playing field and that
our actions do not stifle healthy global competition but foster fair trade and international
competitiveness.

Dumping, despite its name, has nothing to do with the importation of inferior, defective, or
hazardous goods. Dumping is a term used in international trade for the unloading of sometimes
large quantities of a particular product in another country at a low price. Dumping then is
technically defined as a situation where imported goods are being sold at prices lower than in
the country of origin, and also causing financial injury to domestic producers of such goods.
To remedy such unfair pricing, ITAC may recommend the imposition of, at times, substantial
duties on imports, duties that are equivalent to the dumping margin (or to the margin of injury,
if this margin is lower).

Because of the varied effects that anti-dumping duties can have on economic activity, ITAC has
endeavoured to carry out investigations with rigour, but also circumspection, to ensure duties are
imposed only where warranted by the facts. To align its investigations with this objective more
closely, embed fairness and clarity into its investigative procedures, and mindful of international
ITAC Annual Report • 2007-2008
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requirements, ITAC revised its anti-dumping regulations which will be implemented in the next
financial year.

The flow of the domestic industry applications for trade remedies fluctuates over time and is
influenced, among other things, by global price movements and changes in the exchange rate.

In the financial year 2007/2008, the Commission considered 5 applications for the possible
introduction of trade remedies. The figure was 14 for each of the financial years 2006/2007 and
2005/2006.

20
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Trade remedies investigations and reviews for the year 01 April 2007–
March 2008
1. Anti-dumping investigations
(i) Brought forward from 2006/2007:
Table 1
Product

Country

Initiation

Stage

Bopp Film

Brazil

04/11/05

Final

Tyres

PRC

28/10/05

Final

Self copy paper

USA

20/07/06

Prelim

Citric Acid

PRC

23/02/07

Prelim

Welded chain

PRC

26/01/07

Prelim

Chopped Strand Mats

PRC

12/05/06

Final

PRC = People’s Republic of China

(ii)Initiations

The following investigations were initiated during 2007/2008:
Table 2

Product
PVC Rigid

Country
PRC and Chinese

Date initiated
15/06/07

Taipei
Aluminium Extrusions

PRC

10/08/07
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(iii)

Preliminary decisions published

The following preliminary decisions were published during 2007/2008:
Table 3

Product

Country

Date published

Result

Welded chain

PRC

21/09/07

Provisional payment

PVC Rigid

PRC and Chinese

26/10/07

Provisional payment

21/09/07

No duty

Taipei
Citric Acid

PRC

(iv) Finalised

The following investigations were finalised during 2007/2008:
Table 4
Product

Country

Date published

Result

Tyres

PRC

28/10/05

No duty

Bopp Film

Brazil

04/11/05

Duties imposed

Chopped Strand Mats

PRC

25/05/07

No duty

White self copy paper

USA

25/05/07

No duty

(v)Brought forward to 2008/2009:

Table 5

22

Product

Country

Initiation

Stage

PVC Rigid

PRC

15/06/07

Final

Citric Acid

PRC

23/02/07

Final

Aluminium Extrusions

PRC

10/08/07

Final

Welded chain

PRC

26/01/07

Final
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2. Countervailing investigations
Countervailing investigations are conducted to determine whether to impose countervailing duties
to protect the SACU industry against unfair trade practices where foreign producers export their
products to SACU at subsidised prices, thereby causing material injury to the SACU industry.
The following sunset review of the countervailing duties was initiated during 2007/2008:
Table 6
Product

Country

Date initiated

Wire Ropes

India

17/08/07

The following countervailing duties were revoked during 2007/2008:
Table 7

Product

Country

Date initiated

Bed linen

Pakistan

04/05/07

Galvanized Tubes and Pipes

India

14/06/07

3. Interim reviews
Interim reviews of anti-dumping and countervailing duties are conducted at the request of any
interested party to determine whether the continued imposition of anti-dumping or countervailing
duties is justified at the existing level. An interested party requesting an interim review must prove
that there are changed circumstances that have led to the change in the margin of dumping, the
margin of subsidy or the injury experienced by the SACU industry.
The following interim review of the countervailing duties was finalised during 2007/2008:
Table 8
Product

Country

Date published

Result

Wire Ropes

India

21/12/07

Duty changed

The following interim review was finalised during 2007/2008:
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Table 9
Product

Country

Date published

Result

Wire Ropes

UK

07/03/2008

Review terminated

No interim reviews were initiated in the 2007/2008 fiscal year.
4. New shipper reviews
New shipper reviews are conducted on request in cases where an exporter in a country that is subject
to a residual anti-dumping duty, which did not export to SACU during the original investigation period,
wishes to start exporting to SACU, and where such an exporter is not related to any other party in
the exporting country specifically covered by the anti-dumping duties. The purpose of the review is
to enable the new shipper to prove that it will not be dumping the product on the SACU market.
No new shipper reviews were initiated in the 2007/2008 fiscal year.
5. Sunset reviews
Anti-dumping and countervailing duties remain in place for a period of five years after the imposition
of the last substantive (margin of dumping and injury) review thereof, and sunset reviews are
intended to determine whether there is a likelihood that the removal of the duty would lead to a
continuation or recurrence of injurious dumping or injurious subsidised exports.
(i) Brought forward from 2006/2007:
The following sunset reviews, which all related to anti-dumping duties, were brought forward from
the previous fiscal period:
Table 10

Product

Country

Date initiated

Uncoated Wood free A4 Paper

Brazil, Indonesia

02/04/04

Door Locks and door handles

PRC

12/01/07

Carbon black

Egypt,

India 23/07/04

Lysine

USA

12/01/07

PRC = People’s Republic of China
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(ii)Initiations
The following sunset reviews were initiated during 2007/2008:
Table 11
Product

Country

Date published

Galvanized tubes and pipes

India

13/06/07

Wire ropes

PRC, Germany, Korea, UK

17/08/07

(iii)

Finalised

The following sunset reviews were finalised during 2007/2008:
Table 12

Product

Country

Date published

Result

Lysine

Indonesia

13/04/07

Duty revoked

Towels and Face cloths

PRC

26/04/07

Duty revoked

Hoes

PRC

04/05/07

Duty revoked

Acetaminophenol

India

13/07/07

Duty revoked

White self copy paper

Belgium, UK and

13/07/07

Duty revoked

Germany
Roller Bearings

USA

26/07/07

Duty revoked

Picks, Shovels and Spades,
Rakes and Forks

PRC

02/11/07

Duty remained
unchanged

Woven fabrics of staple fibres

PRC

21/12/07

Duty revoked

6. Anti-circumvention reviews
Anti-circumvention reviews are undertaken in cases where it is alleged that the anti-dumping duty
or countervailing duties are being circumvented. During the course of 2007/2008 no anti-circumvention reviews were conducted.
7. Refund reviews
In cases where a party can show that it has paid an anti-dumping duty in excess of the actual
margin of dumping for the period, it may request a refund to the extent of the overpayment. During
the course of 2007/2008 no refund reviews were conducted.
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8. Safeguard investigations
A safeguard measure can be introduced to protect a certain home industry from foreign
competition. In the WTO system, a member may take a “safeguard” action (i.e., restrict imports
of a product temporarily) to protect a specific domestic industry from an increase in imports of
any product which is causing, or which is threatening to cause, serious injury to the domestic
industry that produces like or directly competitive products.
(i) Initiations
The following safeguard investigations were initiated during 2007/2008:
Table 13

Product

Date initiated

Lysine

11/05/07

(ii) Finalised
The following safeguard investigation was finalised during 2007/2008:
Table 14
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Product

Date published

Result

Lysine

14/12/07

Duties imposed
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TRADE REMEDIES TREND ANALYSIS

Investigations initiated

Types of investigations initiated

Anti-dumping investigations
Sunset review investigations

12
10

Review investigations

8
6
4

Anti-circumvention
investigations

2

Countervailing investigations

0
01/04/03–

01/04/04–

01/04/05–

01/04/06–

01/04/07–

31/03/04–

31/03/05– 31/03/06– 31/03/07–
Financial Years

31/03/08–

New shipper
Safeguard investigations

Compared to a steady increase in initiations over the years up to the beginning of 2006, the
above graph clearly indicates a marked downward trend in the number of new trade remedies
initiations, specifically new anti-dumping initiations, since the high initiation count experienced in
2005/2006. The year 2006/2007 saw a 50% reduction and in 2007/2008 a 60% reduction was
evident. This trend is mainly attributed to the introduction of an increased thoroughness and
rigour in our investigative processes that, among others, led to fewer unwarranted initiations.
The fewer initiations are also partly the result of the depreciation of the Rand over the last two
years. On a trade-weighted basis, the Rand depreciated by 15 per cent and 9 per cent in
2006/2007 and 2007/2008 respectively, making imports more expensive and domestic industries
less inclined to apply for protection.
The effect of the high number of initiations in 2005/2006 reverberated well into the financial year
2007/2008. In 2005/2006, a total of six investigations were finalised, of which two were terminated, three resulted in no duty being imposed, and one initiation was revoked. In 2006/2007,
nine investigations were finalised of which six resulted in no duty being imposed. Most of these
investigations were brought forward from 2005/2006 as was the case in 2007/2008 when four
investigations were finalised of which three resulted in no duty being imposed.
Although one safeguard investigation was initiated during 2007/2008, no new countervailing duty
investigation was initiated. The single countervailing investigation during 2007/2008 was a sunset
review of a duty introduced approximately five years earlier.
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Statement of Responsibility
for the year ended 31 March 2008

The International Trade Administration Act No. 71 of 2002 (ITA Act), requires the Chief Commissioner to ensure
that the International Trade Administration Commission of South Africa (ITAC) maintains full and proper records
of its financial affairs. The annual financial statements for the year ended 31 March 2008 fairly present the
state of affairs of ITAC, its financial performance and its financial position as at the end of the year in terms of
SA statements of Generally Accepted Accounting Practice(GAAP) and Generally Recognised Accounting
Practice (GRAP) as disclosed in the accounting policies. Consequently the annual financial statements have been
prepared in accordance with GAAP and GRAP and as required by the International Trade Administration Act,
2002. These annual financial statements are based on appropriate accounting policies, supported by reasonable
and prudent judgements.
The annual financial statements for the year ended 31 March 2008 are the responsibility of the Chief Commissioner. The Auditor-General is responsible for independently auditing and reporting on the financial statements.
The Chief Commissioner has reviewed the Commission’s budgets and cash flow forecasts for the year ended
31 March 2009. On the basis of this review, and in view of the current financial position and existing resources
of the Department of Trade and Industry (the dti) by way of transfer payments to ITAC, the Chief Commissioner
has every reason to believe that the Commission will be a going concern in the year ahead and the going
concern-basis has therefore been adopted in preparing the financial statements.
To enable the Chief Commissioner to meet the above responsibilities, the Executive Committee sets standards
and implements systems of internal control and risk management that are designed to provide reasonable, but
not absolute assurance against material misstatements and losses. The Commission maintains internal financial
controls to provide assurance regarding the safeguarding of assets against unauthorised use or disposition.
The internal controls contain self-monitoring mechanisms, and actions are taken to correct deficiencies as they
are identified. Even an effective system of internal control, no matter how well designed, has inherent limitations,
including the possibility of circumvention or the overriding of controls. An effective system of internal control
therefore aims to provide reasonable assurance with respect to the reliability of financial information and,
in particular, financial statement presentation. Furthermore, because of changes in conditions, the effectiveness
of internal controls may vary over time.
The Executive Committee has reviewed ITAC’s systems of internal control and risk management for the year
ended 31 March 2008, and is of the opinion that ITAC’s systems of internal control and risk management were
effective for the period under review.
Material losses amounting to R 1 787 482 have occurred due to fraud. A forensic investigation is currently
underway in this regard, to determine who is liable. In the year under review, some fruitless and wasteful
expenditure amounting to R 13 466 was identified and reported to the Accounting Authority.

I am satisfied that these financial statements represent a fair reflection on the results of ITAC for the year ended
31 March 2008.

Siyabulela Tsengiwe
Chief Commissioner
Date: 22 July 2008
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Corporate Governance Report
for the year ended 31 March 2008

ITAC adheres to a comprehensive set of policies designed in accordance with input from all appropriate
stakeholders. This contributes towards the effectiveness of corporate governance strategies and in
accordance with the PFMA.
Procurement delegations have been approved and the supply chain management framework has been
implemented.

Internal Financial control
Internal financial controls focus on the critical risk areas, which are identified by Management and reviewed
by the Audit Committee. The Executive committee and the governing structures are confident that the
standards that have been set and the systems of internal control and accounting control that have been
implemented are adequate to ensure the integrity and reliability of the financial statements and
accountability of ITAC’s assets. These systems are continuously monitored throughout the year by both
Management and Internal Audit.

Risk Management
An independent risk management process is in place to enable management to effectively identify, evaluate
and assess risk. The Internal Auditors monitor the prescribed procedures. In line with Treasury Regulations,
the Internal Auditors have direct access to the Chief Commissioner, the Audit Committee and Management.
A fraud prevention plan and a Materiality Framework has been developed and approved by the Executive
Committee. There was one known incident of fraud which occurred during the year. This resulted in a loss
of R 1 787 482 to ITAC.
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Report of the Audit Committee
Report of the Audit Committee in terms of Treasury Regulations.
The Audit Committee reports that it has adopted appropriate formal terms of reference as its Audit
Committee Charter, and has regulated its affairs in compliance with this charter, and has discharged its
responsibilities contained therein.
The members of the Audit Committee and their attendance are indicated below.

Member

Ms Shaila Hari (Chairperson)
Ms M Manyama

Date of
Appointment/Resignation

Number of Meetings Attended

September 2007

1

April 2005

3

MS M Nembambula

January 2008

1

Mr. S. Tsengiwe

January 2008

1

Mr. I. Masege

Contract ended December 2007

3

Mr. T. Barnes

Contract ended August 2007

2

Ms R. Xaba

Contract ended August 2007

2

In the conduct of its duties, the Audit Committee, has inter alia, reviewed the following:
•
•
•
•
•
•
•

•

The effectiveness of the internal control systems;
The effectiveness of the internal audit function;
The risk areas of the entity’s operations covered in the scope of internal and external audits;
The adequacy, reliability and accuracy of financial information provided by management and other
users of such information;
Accounting and auditing concerns identified as a result of external and internal audits;
The entity’s compliance with legal and regulatory provisions;
The activities of the internal audit function, including its annual work programmed, coordinated
with the external auditors, the reports of significant investigations and the responses of
management to specific recommendations; and
The independence and objectivity of the internal and external auditors.

Audit Committee Responsibility
The Audit Committee has evaluated the annual financial statements of the International Trade Administration
Commission of South Africa for the year ended 31 March 2008 and based on the information provided to
the Audit Committee, considers that it complies, in all material respects, with the requirements of the Public
Finance Management Act, 1 of 1999 as amended and the Treasury Regulations. The Committee also
confirms that it has adopted appropriate formal terms of reference as its Audit Committee Charter, has
regulated its affairs in compliance with this Charter, and has discharged all its responsibilities as contained
therein.
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Report of the Audit Committee
Concerns
The Audit Committee is of the opinion based on the information and explanation by management and
internal auditors and discussions with the independent external auditors on the result of their audits, that
the internal accounting controls are operating, though they need strengthening and improvement to
ensure that the financial records may be relied upon for preparing the annual financial statements, and
accountability for assets and liabilities is maintained. The lack of adequate skills and competence within
the Finance department as well as a lack of suitable human resources within the mainframe of the ITAC
administration remains a concern.

As a matter of noting, the Audit Committee would like to distance itself from the Audit Committee Report
included in the published annual report for 2006/2007 financial year due to unauthorized changes made
therein. This matter was brought to the attention of the executive authority of the dti.

Conclusion
Nothing significant has come to the attention of the Audit Committee other than the matters referred to
in the Auditor-General’s report to indicate that any material breakdown in the functioning of these control,
procedures and systems has occurred during the year under review. The Audit Committee concurs and
accepts the Auditor-General’s conclusions on the annual financial statements, and is of the opinion that
the audited annual financial statements be accepted and read together with the report of the Auditor-general.
The Committee also wishes to thank the Auditor-General for its value-adding contribution during the year.

Ms Shaila Hari
Chairperson: Audit Committee
International Trade Administration Commission of South Africa
31 July 2008
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REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE FINANCIAL STATEMENTS AND
PERFORMANCE INFORMATION OF THE INTERNATIONAL TRADE ADMINISTRATION COMMISSION
for the year ended 31 March 2008
REPORT ON THE FINANCIAL STATEMENTS
Introduction
1. I have audited the accompanying financial statements of the International Trade and Administration
Commission of South Africa (ITAC) which comprise the statement of financial position as at 31 March
2008, statement of financial performance, statement of changes in net assets and cash flow statement
for the year then ended, and a summary of significant accounting policies and other explanatory notes,
as set out on pages 39 to 61.

Responsibility of the accounting authority for the financial statements
2. The accounting authority is responsible for the preparation and fair presentation of these financial
statements in accordance with the basis of accounting determined by the National Treasury, as set out
in accounting policy note 1.1 and in the manner required by the Public Finance Management Act, 1999
(Act No. 1 of 1999) (PFMA) and the International Trade Administration Act, 2002 (Act No. 71 of 2002).
This responsibility includes:
• designing, implementing and maintaining internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud
or error
• selecting and applying appropriate accounting policies
• making accounting estimates that are reasonable in the circumstances.

Responsibility of the Auditor-General
3. As required by section 188 of the Constitution of the Republic of South Africa, 1996 read with section
4 of the Public Audit Act, 2004 (Act No. 25 of 2004) (PAA) and section 24(9) of the International Trade
Administration Act, 2002 (Act No. 71 of 2002), my responsibility is to express an opinion on these
financial statements based on my audit.
4. I conducted my audit in accordance with the International Standards on Auditing and General Notice
616 of 2008, issued in Government Gazette No. 31057 of 15 May 2008. Those standards require that
I comply with ethical requirements and plan and perform the audit to obtain reasonable assurance on
whether the financial statements are free from material misstatement.
5. An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control.
6. An audit also includes evaluating the:
•

appropriateness of accounting policies used

•

reasonableness of accounting estimates made by management

•

overall presentation of the financial statements.
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REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE FINANCIAL STATEMENTS AND
PERFORMANCE INFORMATION OF THE INTERNATIONAL TRADE ADMINISTRATION COMMISSION
for the year ended 31 March 2008

7. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my
audit opinion.

Basis of accounting
8. The public entity’s policy is to prepare financial statements on the basis of accounting determined by the
National Treasury, as set out in accounting policy note 1.1.

Opinion
9. In my opinion the financial statements present fairly, in all material respects, the financial position of the
International Trade and Administration Commission of South Africa as at 31 March 2008 and its financial
performance and cash flows for the year then ended, in accordance with the basis of accounting determined
by the National Treasury as set out in accounting policy note 1.1 and in the manner required by the PFMA.

OTHER MATTERS
Without qualifying my audit opinion, I draw attention to the following matters that relate to my responsibilities in
the audit of the financial statements:

Matters of governance
10. The PFMA tasks the accounting authority with a number of responsibilities concerning financial and risk
management and internal control. Fundamental to achieving this is the implementation of certain key
governance responsibilities, which I have assessed as follows:

Matter of governance

Yes

Audit committee
• The public entity had an audit committee in operation throughout the financial year.
• The audit committee operated in accordance with approved, written terms of reference.
• The audit committee substantially fulfilled its responsibilities for the year, as set out
in section 77 of the PFMA and Treasury Regulation 27.1.8.

X

Internal audit
• The public entity had an internal audit function in operation throughout the financial year.
• The internal audit function operates in terms of an approved internal audit plan.
• The internal audit function substantially fulfilled its responsibilities for the year, as set
out in Treasury Regulation 27.2.

X
X
X

No
X
X

Other matters of governance
The annual financial statements were submitted for audit as per the legislated deadlines

X

(section 55 of the PFMA for public entities).
The financial statements submitted for audit were not subject to any material amendments

X

resulting from the audit.
No significant difficulties were experienced during the audit concerning delays or the

X

unavailability of expected information and/or the unavailability of senior management.
The prior year's external audit recommendations have been substantially implemented.
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REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE FINANCIAL STATEMENTS AND
PERFORMANCE INFORMATION OF THE INTERNATIONAL TRADE ADMINISTRATION COMMISSION
for the year ended 31 March 2008

OTHER REPORTING RESPONSIBILITIES
REPORT ON PERFORMANCE INFORMATION
11. I have reviewed the performance information as set out on pages 14 to 15.

Responsibility of the accounting authority for the performance information
12.The accounting authority has additional responsibilities as required by section 55(2)(a) of the PFMA to
ensure that the annual report and audited financial statements fairly present the performance against
predetermined objectives of the public entity.

Responsibility of the Auditor-General
13. I conducted my engagement in accordance with section 13 of the PAA read with General Notice 616 of
2008, issued in Government Gazette No. 31057 of 15 May 2008.
14. In terms of the foregoing my engagement included performing procedures of an audit nature to obtain
sufficient appropriate evidence about the performance information and related systems, processes and
procedures. The procedures selected depend on the auditor’s judgement.
15. I believe that the evidence I have obtained is sufficient and appropriate to provide a basis for the audit
findings reported below.

Audit findings (performance information)
Non-compliance with regulatory requirements
No approved strategic plan
16. ITAC could not submit documentary evidence that its’ Strategic Plan for 2005-2008 was submitted and
approved by its accounting authority and executive authority at least six months before the start of the
financial year of the designated department or another time period as agreed to between the executive
authority and the public entity.
Content of the strategic plan
17. The strategic plan of ITAC did not include outcomes as well as key performance measures and indicators
and targets for assessing the public entity’s performance in delivering the desired outcomes and
objectives.

Measurable objectives not consistent
Measurable objectives are materially inconsistent between the annual report, strategic plan and annual
performance plan
18. I draw attention to the fact that the measurable objectives reported in the annual report of ITAC are all
materially inconsistent when compared with the predetermined objectives/goals as per the strategic and
annual performance plans. I was also unable to align/match the objectives/goals included in the strategic
and annual plans to the reported performance information.
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REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE FINANCIAL STATEMENTS AND
PERFORMANCE INFORMATION OF THE INTERNATIONAL TRADE ADMINISTRATION COMMISSION
for the year ended 31 March 2008

OTHER REPORTS
Investigation
19. A forensic investigation was conducted by an independent consulting firm on request of the entity.
The investigation was initiated as a result of fraudulent electronic fund transfers from ITAC’s bank
account. The investigation was still ongoing at the reporting date.
APPRECIATION
20. The assistance rendered by the staff of the International Trade and Administration Commission of
South Africa during the audit is sincerely appreciated.

Pretoria
29 July 2008
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Report of the Accounting Authority
for the year ended 31 March 2008

1. Introduction
Report by the Accounting Authority to the Executive Authority and Parliament of the Republic of South
Africa.

2. Operating results
The surplus of the Commission for the year was R 3 473 746 (2007: R 1 690 365).

3. Review of operations
ITAC’s primary source of revenue is the quarterly transfer of funds from the dti. Funds were applied to
defray personnel and administrative expenses, as well as costs involved in the establishment of ITAC’s
infrastructure, and the costs of litigation.

Total operating costs
ITAC budget allocation from the dti

2008

2007

R

R

52 809 536
55 707 000

48 384 926
49 245 000

4. Review of financial position
ITAC intends to surrender to National Treasury the accumulated surplus of R 14 057 904 (2007: R10 584
158).

5. Materiality and significant framework
ITAC has developed and adopted a materiality and significant issues framework for reporting losses
through criminal conduct, irregular, fruitless or wasteful expenditure, as well as for significant transactions
envisaged per section 54(2) of the PFMA. The materiality amount for the year is R 278 535. This represents
0.5% of ITAC’s total approved budget allocation from the dti.

6. Executive management remuneration
Disclosure of remuneration is detailed in note 5 to the annual financial statements.

7. Business address:
DTI Campus (Building E)
77 Meintjies Street
Sunnyside
PRETORIA
0002.
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Report of the Accounting Authority (continued)
for the year ended 31 March 2008

8. Approval of the financial statements:
The financial statements set out on pages 29 to 48 have been approved by the Executive Committee and
signed on its behalf by the Chief Commissioner.

Siyabulela Tsengiwe
Chief Commissioner
Date: 24 July 2008
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Statement of Financial Performance
for the year ended 31 March 2008

Notes

2008
R

Restated
2007
R

Funds received from the dti

1

55 707 000

49 245 000

Interest income

2

573 182

811 791

Other income

3

3 100

18 500

56 283 282

50 075 291

(33 885 288)
(16 304 970)

(31 223 244)
(15 546 665)

(2 540 257)
(79 021)

(1 595 056)
(19 961)

(52 809 536)

(48 384 926)

3 473 746

1 690 365

Total revenue
Expenses
Personnel
Administrative
Depreciation and Amortisation
Finance costs

4

Total expense

Surplus for the year

5
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Statement of Financial Position
as at 31 March 2008

ASSETS

2008
R

Notes

Current assets
Inventory
Accounts receivable
Prepayments
Cash and cash equivalents

18 789 838

15 599 842

74 890
151 718
127 534
18 435 696

42 320
99 683
406 855
15 050 984

3 228 982

2 956 814

2 283 336
945 646
-

1 616 510
1 316 350
23 954

22 018 820

18 556 656

19 577 168

6 049 391

1 787 681
3 404 493
327 090
14 057 904

2 869 192
3 180 199
-

2 441 652

1 923 107

1 896 092
545 560
22 018 820

1 923 107
7 972 498

6
7
8
9

Non-current assets
Property, plant and equipment
Intangible assets
Accounts receivable

Restated
2007
R

10
11
7

LIABILITIES

Current liabilities
Trade and other payables
Current portion of provisions
Finance lease
Surplus to be surrendered to Treasury

12
13
14

Non-current liabilities
Provisions
Finance lease

13
14

NET ASSETS
Accumulated surplus
Total Net Assets
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10 584 158
18 556 656

Statement of Changes in Net Assets
for the year ended 31 March 2008

Note

Accumulated
Surplus
R

Balance at 1 April 2006

8 893 793

Surplus for the year ended 31 March 2007
As previously reported
Prior year error

1 690 365
1 440 253
250 112

15

Balance at 1 April 2007

10 584 158

Net surplus for the year

3 473 746

Balance at 31 March 2008

14 057 904
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Cash Flow Statement

for the year ended 31 March 2008

2008
R

Notes

Restated
2007
R

Cash flows from operating activities
Receipts
Grants
Interest received
Other income
Payments
Employee Costs
Suppliers
Interest paid

55 707 000
573 182
3 100

49 245 000
811 791
18 500

(33 483 001)
(17 359 115)
(79 021)
5 362 145

(31 068 775)
(14 133 771)
(19 961)
4 852 784

(937 832)

(310 066)

(867 774)
( 1 805 606)

(1 719 655)
31 729
(1 997 992)

(Repayments on) finance lease liability
Net cashflow used in financing activities

(171 827)
(171 827)

(181 459)
(181 459)

Net increase in cash and cash equivalents

3 384 712

2 673 333

15 050 984

12 377 651

18 435 696

15 050 984

Net cash flows from operating activities

16

Cash flows from investing activities
Acquisition of computer equipment, furniture
and fittings
Acquisition of intangible assets
Proceeds from sale of assets
Net cash utilised from investing activities
Cash flows from financing activities

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of the year
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Accounting Policies

for the year ended 31 March 2008
1. Accounting Policies
1.1

Basis of preparation

The financial statements have been prepared in accordance with the South African Statements of Generally
Accepted Accounting Practices (GAAP) including any interpretations of such Statements issued by the
Accounting Practices Board, with the effective Standards of Generally Recognised Accounting Practices
(GRAP) issued by the Accounting Standards Board replacing the equivalent GAAP statement as follows:
Standard of GRAP

Replaces Statement of GAAP

GRAP 1: Presentation of financial statements

AC101: Presentation of financial statements

GRAP 2: Cash flow statements

AC118: Cash flow statements

GRAP 3: Accounting policies, changes
in accounting estimates and errors

AC103: Accounting policies
changes in accounting estimates and errors

The recognition and measurement principles in the above GRAP and GAAP Statements do not differ or result
in material differences in items presented and disclosed in the financial statements. The implementation
of GRAP1, 2 & 3 have resulted in the following significant changes in the presentation of the financial
statements:
a. Terminology differences:
Standard of GRAP

Replaces Statements of GAAP

Statement of financial performance

Income statement

Statement of financial position

Balance sheet

Statement of changes in net assets

Statement of changes in equity

Net Assets
Surplus/deficit
Accumulated surplus/deficit
Contributions from owners
Distributions to owners

Equity
Profit/loss
Retained earnings
Share capital
Dividends

b. The cash flow statement can only be prepared in accordance with the direct method.
c. Specific information has been presented separately on the statement of financial position such as:
a) Receivables from non-exchange transactions, including taxes and transfers:
b) Taxes and transfers payable;
c) Trade and other payables from non-exchange transactions
d. Amount and the nature of any restrictions on cash balances is required.
Paragraph 11-15 of GRAP 1 has not been implemented due to the fact that the local and international budget
reporting standard is not effective for this financial year. Although the inclusion of budget information would
enhance the usefulness of the financial statements, non disclosure will not affect the objective of the financial
statements.
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2. Presentation currency
These financial statements are presented in South African Rand, as that is the currency in which the majority of
the Commission’s transactions are denominated.

3. Revenue
Revenue comprises funds received from the dti and is recognised in the period in which it accrues. Interest
received is recognised on a time proportionate basis by reference to the principal cash investment and the
interest rate applicable.

4. Irregular, fruitless and wasteful expenditure
Irregular expenditure means expenditure incurred in contravention of, or not in accordance with, a requirement
of any applicable legislation, including:
• the PFMA, or
• any national legislation providing for procurement procedures.
Fruitless and wasteful expenditure means expenditure that was made in vain and could have been avoided had
reasonable care been exercised.
Any irregular, fruitless or wasteful expenditure is charged against income in the period in which it is incurred.

5. Property, Plant and Equipment
Assets are stated at cost less accumulated depreciation and any accumulated impairment losses. Depreciation
is charged to amortise assets to their residual values over their estimated useful lives, using the straight-line
method, on the following basis:
Mainframe
Personal computers
Office furniture and fittings
Leased assets

5 years
3 years
6 years
3 years

Where the carrying amount of an asset is greater than its estimated recoverable amount, it is written down
immediately to its recoverable amount.
The assets residual values and useful lives are reviewed and adjusted where appropriate at each reporting date.

Disposals
Any gain or loss arising from the disposal or retirement of an asset, is determined as the difference between the
carrying amount of the asset and the proceeds from the sale of the asset. The difference is recognised as
income or an expense.
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6. Intangible assets
Computer software
Costs associated with developing or maintaining in-house computer software programmes are capitalised when
they are incurred. Costs that are directly associated with identifiable software products controlled by the
Commission and which generate economic benefits exceeding costs beyond one year, are recognised as
intangible assets. Intangible assets are stated at historical cost less accumulated amortisation and are amortised
over a period of two years on the straight-line method. Expenditure that enhances or extends the performance
of software programmes beyond their original specifications is recognised as a new acquisition.

Impairment of Tangible and Intangible assets
At each balance sheet date, the Commission reviews the carrying amounts of its tangible and intangible assets
to determine whether there is any indication that those assets may be impaired. If any such indication exists,
the recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if any).
Where it is not possible to estimate the recoverable amount for an individual asset, the recoverable amount is
determined for the cash-generating unit to which the asset belongs.
If the recoverable amount of an asset is estimated to be less than its carrying amount, the carrying amount of
the asset is reduced to its recoverable amount.
Impairment losses are immediately recognised as an expense, unless the relevant asset is carried at a revalued
amount under another standard, in which case the impairment loss is treated as a revaluation decrease under
the standard.
Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment loss been recognised for the asset in prior years.
A reversal of impairment loss is recognised as income immediately, unless the relevant asset is carried at a
revalued amount under another standard, in which case the reversal of the impairment loss is treated as a
revaluation increase under that other standard.

7. Employee benefits
Post-employee benefits
Retirement
The Commission provides a defined benefit scheme for its employees, which is the Government Employee’s
Pension Fund. The fund is funded by payments from employees and the Commission. The Commission’s
contributions to the Government Employee’s Pension Fund are charged to the income statement in the year to
which they relate. The Commission is not liable for any deficit due to the difference between the present value
of the benefit obligations and the fair value of the assets managed by the Government Employee’s Pension
Fund. Any potential liabilities are disclosed in the financial statements of the National Revenue Fund and not in
the financial statements of ITAC.
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8. Medical
No contributions to the medical aid of retired employees are made by the Commission.

Short and long-term benefits
The cost of all short-term employee benefits, such as salaries, bonuses, housing allowance, medical and other
contributions is recognised during the period in which the employee renders the related service.
The vesting portion of long-term benefits is recognised and provided for at the reporting date, based on current
salary rates.

9. Termination benefits
Termination benefits are payable whenever an employee’s employment is terminated before the normal
retirement date or whenever an employee accepts voluntary redundancy in exchange for these benefits.
The Commission recognises termination benefits when it is demonstrably committed to either terminate the
employment of current employees according to a detailed formal plan without the possibility of withdrawal or
to provide termination benefits as a result of an offer made to encourage voluntary redundancy. If the benefit
falls due more than 12 months after balance sheet date, it is discounted to present value.

10.

Inventory

Inventory, consist mainly of stationery and consumables. Inventory is valued at the lower of cost and net
realisable value determined on the weighted average basis. This constitutes a change in accounting policy from
the previous period. The weighted average method is considered to be more appropriate in valuing inventory.

11.

Financial instruments

Financial instruments carried on the statement of financial position include cash and bank balances, receivables
and payables. These financial instruments are generally carried at their estimated fair value, which is the amount
for which an asset could be exchanged, or a liability settled, between knowledgeable and willing parties in an
arm’s length transaction.

Recognition
Financial instruments are initially recognised using the trade date accounting method.

Measurement
Financial instruments are initially measured at cost, which includes transaction cost. Subsequent to initial
recognition these instruments are measured at fair value.

11.1 Receivables
Receivables are stated at the nominal value as reduced by appropriate allowances for estimated irrecoverable
amounts. The carrying amount of these receivables approximates fair value because of the short period to
maturity of these instruments.
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11.2 Trade and other payables
Trade and other payables are stated at their nominal value. The carrying amount of these payables approximates
fair value because of the short period to maturity of these instruments.

11.3 Cash and bank balances
Cash and cash equivalents are measured at fair value. The carrying amount approximates fair value because
of the short period to maturity of these instruments.

11.4 Comparative figures
Where necessary, comparative figures have been adjusted to changes in presentation in the current year.

12.

Provisions

Provisions are recognised when the Commission has a present legal or constructive obligation as a result of a
past event and it is probable that this will result in an outflow of economic benefits that can be reliably estimated.
The determination of provisions, in particular legal provisions remains a key area where management’s
judgement is required. The resulting provisions could also be influenced by changing economic and statutory
considerations. It is envisaged that, based on the current information available, any additional liability in excess
of the amounts provided, will not have a material adverse impact on the entity’s financial position, liquidity
or cashflow.

13.

Leases

Leases are classified as finance leases whenever the terms of the lease transfers substantially all the risks and
rewards of ownership to the lessee.
Assets held under finance leases are recognised as assets at their fair value at the inception of the lease or,
if lower the present value of the minimum lease payments. The corresponding liability to the lessor is included
in the statement of financial position as a finance lease obligation. Lease payments are apportioned between
finance charges and a reduction of the lease obligation so as to achieve a constant rate of interest on the
remaining balance of the liability. Finance charges are charged to the surplus or deficit in the statement of
financial performance.
Leases, in which a significant portion of the risk and rewards of ownership are retained by the lessor, are
classified as operating leases and are charged to the Statement of Financial Performance on a straight line
basis over the period of the lease.

14.

Income Tax Exemption

ITAC is currently exempt from Income Tax in terms of section 10(1)a of the Income Tax Act, 1962.
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15.

Critical Accounting estimates and judgements

Management of the Commission makes estimates and assumptions concerning the future in applying its
accounting policies. The resulting accounting estimates may, by definition, not equal the related actual results. The estimates and assumptions that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities are detailed in the notes to the financial statements where applicable. Management continually evaluate estimates and judgements based on historical experience and
other factors, including expectations of future events that are believed to be reasonable under the circumstances.
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2008
1. Funds received
Funds received comprise transfer payments received
from the dti
2 Interest Income
Call account (Standard Bank)
3 Other income
Sale of tender documents

4 Finance cost

Restated
2007

R
55 707 000

R
49 245 000

573 182

811 791

3 100

18 500

79 021

19 961

613 241
35 921
35 921
-

527 395
41 753
35 281
6 472

5. Included in surplus/(deficit) are the following:

Auditors’ remuneration
Audit committee
- Remuneration
- Expenses
Accounting services

-

49 998

Depreciation and amortisation

2 540 257

1 595 056

- Computer equipment and peripherals
- Office furniture and fittings
- Computer software
- Leased assets

935 798
162 889
1 238 480
203 090

772 085
37 167
621 733
164 071

307 430

582 508

Internal audit fees
Loss on disposal and scrapping of property, plant
and equipment
Operating lease payments
- Buildings
- Motor vehicles
- Leasing charges Equipment

13 706

15 583

2 657 982
2 103 840
422 189
131 953

3 623 369
3 120 696
502 673
-

Legal costs

1 586 038

2 786 525

Staff costs

33 885 288

31 223 244
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Executive remuneration
Staff employment costs include gross remuneration of
the following Executive Managers
Chief Commissioner (appointed 1 January 2008)
- Basic
- Vehicle allowance
- Bonus
- Pension
- Medical

2008

2007

R

R

196 193
148 533
30 000
14 160
3 500

Chief Commissioner (contract expired
September 2006)
-Basic
- Vehicle allowance
- Bonus
- Pension
- Medical

-

-

474 901

-

331 749
51 000
57 024
26 719
8 409

Deputy Chief Commissioner
- Basic
- Vehicle allowance
- Bonus
- Pension
- Medical
- Acting allowance
The Deputy Chief Commissioner acted as the Chief
Commissioner for the period to 31 December 2007

677 738
468 776
152 870
8 642
11 026
36 424

598 916
462 950
126 000
9 966
-

General Manager : Core Business
- Basic
- Vehicle allowance
- Bonus
- Pension
- Medical
The General Manager (Core Business) was appointed as
the new Chief Commissioner with effect from
1 January 2008.

480 046
309 835
88 600
31 847
36 800
12 964

597 559
390 725
111 600
39 372
45 830
10 032

613 225
440 283
96 000
48 422
28 520

579 607
413 253
102 700
44 514
19 140

General Manager : Corporate Services
- Basic
- Vehicle allowance
- Pension
- Medical
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Number of employees at year end
Unauthorised, irregular or wasteful expenditure is as
indicated below:
- Theft of computer equipment
- CCMA awards and settlements
- Unauthorised job evaluations
Cash loss through fraud ( refer note 23 )

119

110

1 787 482
1 787 482

16 736
473 029
802 768
1 292 533

74 890

42 320

22 421
129 297
151 718
151 718

51 024
48 659
99 683
23 954
123 637

127 534

406 855

16 349 474
2 081 222
5 000

3 478 929
11 569 331
2 725

6. Inventory
Stationery and consumables

7. Accounts receivable
Staff debtors
Subsistence and travel
Current
Non-current portion of staff debtors

8 Prepayments
Suppliers
9. Cash and cash equivalents
Cash and cash equivalents comprise cash and short-term,
highly liquid deposits that are held with Treasury approved
banking institutions, with maturities of three months or less
and that are subject to insignificant interest rate risk.
Cash and cash equivalents are measured at realisable value.
Cash at bank
Call account
Cash on hand
Cash and cash equivalents

18 435 696
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10.

Property, Plant and equipment

Leased
Assets
R

Office
furniture
R

Total
R

2008
Cost
Opening amount
Additions
Disposals and losses
Closing amount

492 213
1 044 476
1 536 689

3 571 123
565 382
( 368 394)
3 768 111

766 092
372 450
( 56 920)
1 081 622

4 829 428
1 982 308
(425 314)
6 386 422

2008
Accumulated
depreciation
Opening amount
Charge
Disposals and losses
Closing amount

492 213
203 090
695 303

2 287 795
935 798
(359 083)
2 864 510

432 912
162 889
(52 528)
543 273

3 212 920
1 301 777
(411 611)
4 103 086

Net carrying amount

841 386

903 601

538 349

2 283 336

2007
Cost
Opening amount
Additions
Disposals and losses
Closing amount

492 213
492 213

4 009 714
127 728
(566 319)
3 571 123

679 245
182 338
(95 491)
766 092

5 181 172
310 066
(661 810)
4 829 428

2007
Accumulated
depreciation
Opening amount
Charge
Disposals and losses

328 142
164 071
-

2 114 339
772 086
(598 630)

411 613
37 167
(15 868)

2 854 094
973 324
(614 498)

492 213

2 287 795

432 912

3 212 920

-

1 283 328

333 180

1 616 508

Closing amount
Net carrying amount
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2008
R
11.

2007
R

Intangible assets – Software

Cost
Opening amount
Additions
Disposals
Closing amount

3 530 388
867 774
(1 195 033)
3 203 129

1 810 733
1 719 655
3 530 388

Accumulated Amortisation
Opening amount
Charge
Disposals
Closing amount

2 214 039
1 238 480
( 1 195 032)
2 257 487

1 592 306
621 733
2 214 039

945 646

1 316 350

1 787 681

2 869 192

Net carrying amount
12.

Trade and other payables

Accruals

13.

Provisions

March 2008
Opening balance
Raised during the
year
Utilisation during
the year
Less current portion
Long Term portion

March 2007
Opening balance
Raised during the
year
Utilisation during
the year
Less current portion
Non-current portion

Leave
Pay
R
2 583 186

Performance
Bonus
R
585 566

Service
bonus
R
549 554

Legal
Fees
R
1 385 000

R
5 103 306

599 835

550 698

651 139

570 666

2 402 697

(294 624)

(555 207)

(549 554)

(775 674)

(2 205 418)

(992 305)
1 896 092

(581 057)
-

(651 139)
-

(1 179 992)
-

(3 404 493)
1 896 092

2 731 072

637 283

535 851

-

3 904 206

166 593

574 439

1 373 812

1 385 000

3 499 844

(314 479)
(660 079)
1 923 107

(626 156)
(585 566)
-

(1 360 109)
(549 554)
-

(1 385 000)
-

(2 300 744)
(3 180 199)
1 923 107
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14. FINANCE LEASES
PHOTOCOPIERS
R
Amount payable under finance
lease:
Within one year
In the second to fifth year
inclusive

Less future finance charges
Within one year
In the second to fifth year
inclusive
Present value of minimum
lease payments
Within one year
In the second to fifth year
inclusive
Less amounts due for
settlement within 12 months

PRINTERS
R

TOTAL
R

139 188

286 884

426 072

197 183
336 371

406 419
693 303

603 602
1 029 674

60 641
38 099
22 542

96 383
60 883
35 500

157 024
98 982
58 042

275 730

596 920

872 650

101 089
174 641

226 001
370 919

327 090
545 560

(101 089)
174 641

(226 001)
370 919

(327 090)
545 560

ITAC is leasing the above equipment on finance leases with effect from 1 September 2007. There are no
restrictions imposed on ITAC in terms of the lease. The lease obligation is secured by the lessors’ title to the
leased assets. The leases expire on 31 August 2010. The total monthly instalment of these leases amounts to
R 35 506.
15.

Prior year error

ITAC has in the previous year not complied with the pronouncements of the International Accounting Standards
Board (IAS 16) relating to the assessment of useful lives and residual values of Property, Plant and Equipment
at the end of each financial year. During the year under review, ITAC embarked on an exercise to assess the
useful lives of its assets in accordance with IAS 16, hence the decision to extend the useful lives of some of the
assets. IAS 8 requires that a change in accounting estimate be applied prospectively. However the fact that this
exercise was not performed during previous years, gave rise to a prior year error which necessitated a
retrospective prior year adjustment. The adjustment was done by restating comparative figures (2006/07) for
both the statement of financial performance as well as the statement of financial position. Furthermore, an asset
that was previously written off, was found and written back in the income statement.
The effect of the afore mentioned prior year errors on the results of 2006/07 are shown below;
Statement of Financial
Performance
Decrease in Depreciation

54

2006/07
234 162

Asset previously written off now/ written back
Increase in profit for the year
Surplus for 2006/07 previously stated

15 949
250 112
1 440 253

Surplus for 2006/07 restated

1 690 365
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Statement of Financial Position:
Increase in Property, Plant and Equipment

2006/07
250 112

Increase in Equity for the year

250 112

16. Reconciliation of surplus on cash generated from operating activities
2008
R

2007
R

Surplus
Adjustment for non cash items
Depreciation
Amortisation
Adjustment write-off
(Profit)/Loss on sale of assets

3 473 746

1 690 365

1 301 777
1 238 480
13 706

973 324
621 733
36 615
( 21 032)

(Increase)/Decrease in inventory
(Increase)/Decrease in Prepayments
(Increase)/Decrease in accounts receivable
Increase/(Decrease) in trade and other payable
Increase/(Decrease) in provisions

(32 570)
279 321
(28 081)
(1 081 511)
197 279

( 9 510)
(63 887)
37 957
388 121
1 199 100

5 362 147

4 852 784

2008
R

2007
R

17. Contingent liabilities
Housing Guarantees

26 000

162 756

These are contingent liabilities in respect of guarantees given
by the dti in terms of the public service assistance for staff
housing loans. These guarantees were later transferred to ITAC.
History indicates that no expenditure has been realised in this
regard. At balance sheet date, Management re- assessed the fair
value of the contingent liability of housing guarantees as required
per ISA 37. Housing guarantees are secured by the pension fund
of the relevant employee. Thus the likelihood of a possible outflow
of resources is remote and therefore no fair value adjustment is
deemed necessary.
Legal Fees

-

1 417 000

ITAC is presently involved in pending trade litigation and court
cases, of which the outcome is not yet determinable.
The estimated future costs expected to be incurred are
currently under review.
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2008
R

2007
R

-

1 300 567

18. Capital commitments
Commitments for the acquisition of computer
equipment and computer software
- approved and contracted
19. Operating lease arrangements.
At the balance sheet date there were outstanding commitments under non-cancellable operating leases,
which fall due as follows :
Vehicle are classified as operating leases as they do not meet the criteria for classification as finance leases.
There is no lease agreement between ITAC and the dti for the premises being occupied, thus the rate
has been applied as if no increases will take place annually.

2008
Premises – rent
Vehicles

Up to 1 year
R
2 230 074
311 307

2007
Premises – rent
Vehicles

4 931 315
422 187

20.

2 to 5 years
R
8 920 296
441 018

19 725 260
-

Total
R
11 150 370
752 325

24 656 574
422 187

Related parties

During the current period, ITAC entered into the following transactions with other Government instituitions:
Related Party
The Department of Trade and Industry
SA Revenue Services
Department of Justice and Constituitional Development
Government Employees Pension fund

Relationship
National Department in National Sphere
Public Entity in National Sphere
National Department in National Sphere
National Department in National Sphere

Department of Trade and Industry (the dti)
Transfer payments received
Expenditure:
Rent
Telephone & Internet
SARS
Payments
Due at year end

2008
R

2007
R

55 707 000

49 245 000

2 103 840
450 479

3 120 696
488 242

5 973 453
437 708

5 910 328
-

1 036 067
50 000

806 400
-

5 263 580

4 498 138

Department of Justice and Constituitional
Development
Legal costs
Due at year end
Government Employees Pension Fund
Pension contributions
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21. Financial risk management
The main risks arising from the ITAC’s financial instruments are market risk, liquidity risk and credit
risk.
Credit risk
ITAC trades only with recognised, creditworthy third parties. It is the ITAC’s policy that all customers
who wish to trade on credit terms are subject to credit verification procedures. In addition, receivables
balances are monitored on an ongoing basis with the result that the ITAC’s exposure to bad debts is
not significant. The maximum exposure is the carrying amounts as disclosed in Note 7. There is no significant concentration of credit risk within ITAC.
With respect to credit risk arising from the other financial assets of the ITAC, which comprise cash and
cash equivalents, ITAC’s exposure to credit risk arises from default of the counterparty, with a maximum
exposure equal to the carrying amount of these instruments. ITAC’s cash and cash equivalents are
placed with high credit quality financial institutions therefore the credit risk with respect to cash and
cash equivalents is limited.

Exposure to credit risk
The maximum exposure to credit risk at the reporting date from financial assets was:

Cash and cash equivalents
Other receivables
Total

2008
R
18 435 696
279 252
18 714 948

2007
R
15 050 984
530 492
15 581 476

Concentration of credit risk
The maximum exposure to credit risk for financial assets at the reporting date by credit rating category was
as follows:
2008
Cash and cash equivalents

AAA and Government
R
18 435 696

Other receivables

2007
Cash and cash equivalents

Unrated
R
279 252

AAA and Government
R
15 050 984

Other receivables

Unrated
R
530 492
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The following table provides information regarding the credit quality of assets which may expose ITAC to
credit risk
2008

Neither past
due nor impaired

Cash and cash
equivalents
Other receivables

2007

Past due but
not impaired –
more than
2 months

Carrying value

R
18 435 696

R
18 435 696

279 252

279 252

Neither past
due nor impaired

Cash and cash
equivalents
Other receivables

Past due but
not impaired –
less than
2 months

Past due but
not impaired –
less than
2 months

Past due but
not impaired –
more than
2 months

Carrying value

R
15 050 984

R
15 050 984

530 492

530 492

Market risk
Market risk is the risk that changes in market prices, such as the interest rate will affect the value of the
financial assets of ITAC.
Interest rate risk
ITAC is exposed to interest rate changes in respect of returns on its investments with financial institutions
and interest payable on finance leases contracted with outside parties.
ITAC’s exposure to interest risk is managed by investing, on a short term basis, in call accounts with
Standard Bank.
Sensitivity Analysis
A change in the market interest rate at the reporting date would have increased/ (decreased) the surplus
for the year by the amounts below
31/3/2008

Cash and cash
equivalents
Finance lease

Change in
Investments

1%

Increase/(decrease) in net surplus for the year
Upward change
R
184 357

Downward change
R
(184 357)

1%

(8 727)

8 727

Cash and cash
equivalents

1%

150 509

(150 509)

Finance lease

1%

31/3/2007
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Liquidity risk
Liquidity risk is the risk that ITAC would not have sufficient funds available to cover future commitments.
ITAC regards this risk to be low; taking into consideration ITAC’s current funding structures and availability
of cash resources.
The following table reflects ITAC’s exposure to liquidity risk from financial liabilities;
2008

Carrying
amount

Total cash
flow

R

R

Other financial liabilities

22 018 820

22 018 820

2007

Carrying
amount

Total cash
flow

Other financial liabilities

Contractual
cash flow
within 1 year
R
19 577 168
Contractual
cash flow
within 1 year

R

R

R

7 972 498

7 972 498

6 049 39

Contractual
cash flow
between 1
and 5 years
R
2 441 652
Contractual
cash flow
between 1
and 5 years
R
1 923 107

Financial instruments
The following table shows the classification of ITAC’s principal instruments together with their carrying
value:

Financial
instrument

Classification

Cash and cash equivalents
Receivables
Payables
Surplus payable
Finance leases

Loans and receivables
Loans and receivables
Financial liabilities
Financial liabilities
Financial liabilities
measured at amortised cost

Carrying
amount - 2008
R
18 435 696
279 252
1 787 681
14 057 904
872 650

Carrying
amount -2007
R
15 050 984
530 942
2 869 192
-

Net gains and losses on financial instruments
The following table presents the total net gains or losses for each category of financial assets and financial
liabilities:

2008

Interest income
Finance charges
Total net gains recognised in the
statement of financial performance

Loans and
receivables
R

Financial liabilities
at amortised cost
R

573 182

573 182

Total
R

(79 021)

573 182
(79 021)

(79 021)

494 161
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2007

Loans and
receivables
R

Interest income
Finance charges
Total net gains recognised in the
statement of financial performance

Financial liabilities
at amortised cost
R

Total
R

811 791

811 791
(19 961)
791 830

(19 961)
(19 961)

811 791

22. Loss through Fraud
A net amount of R 1 787 482 was fraudulently withdrawn from our bank accounts through online transfers
to fraudulent beneficiaries. A forensic investigation is currently underway to determine the liable parties.

23. Irregular Expenditure
In accordance with Treasury Regulation 32.2.5(b) finance leases need to be entered into with the approval
of the Minister of Finance. This is synonymous with the definition of a finance lease as defined in South
African Statements of Generally Accepted Accounting Practice IAS17 – and Treasury Regulation 32.2.2.
The intention of management was to acquire the use of the assets for an agreed period of time through
the payment of a series of rentals and not to contravene Treasury Regulations or the Public Finance
Management Act. Irregular expenditure arose as a result of leases being entered into where substantially
all the risks and rewards incidental to ownership were transferred to ITAC. As a result no individual can be
held liable for the incurrence of the irregular expenditure.

2008
R

Rental of Photocopiers

-

2007
R

181 459

24. Fruitless and Wasteful Expenditure
Fruitless and wasteful expenditure means expenditure that was made in vain and could have been avoided
had reasonable care been exercised. Any irregular, fruitless or wasteful expenditure is charged against
income in the period in which it is incurred.
The entity incurred some expenditure that is considered as wasteful and fruitless as follows:

Compensation Fund
Standard Bank

CCMA awards and settlements
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2008
R

2007
R

11 160
2 306

-

-

473 029

13 466

473 029
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Notes to the Annual Financial Statements (continued)
for the year ended 31 March 2008

25. Statements in issue but not yet effective
At the date of authorization of these financial statements, the following accounting standards of Generally
Recognized Accounting Principles (GRAP) were in issue, but not yet effective;
GRAP 4

-

The Effects of changes in Foreign Exchange Rates (not applicable)

GRAP 5

- Borrowing Costs (not applicable)

GRAP 6

-

Consolidated and Separate Financial Statements (not applicable)

GRAP 7

-

Investments in Associate (not applicable)

GRAP 8

- Interest in Joint Ventures (not applicable)

GRAP 9

- Revenue from Exchange Transactions (not applicable)

GRAP 10

- Financial Reporting in Hyperinflationary Economies (not applicable)

GRAP 11

- Construction Contracts (not applicable)

GRAP 12

- Inventories

GRAP 13

- Leases

GRAP 14

- Events after the reporting date

GRAP 16

- Investment Property (not applicable)

GRAP 17

- Property Plant and Equipment

GRAP 18

- Segment Reporting (not applicable)

GRAP 19

- Provisions, Contingent Liabilities and Contingent Assets

GRAP 23

- Revenue from Non-exchange Transactions (Taxes and Transfers) (not applicable)

GRAP 24

- Presentation of Budget Information in Financial Statements

GRAP 100

- Non-current Assets held for Sale and Discontinued Operations (not applicable)

GRAP 101

- Agriculture (not applicable)

GRAP 102

-

Intangible Assets

Management believes that the adoption of these standards in future periods will have no material
impact on the financial statements of the Commission as most of them are irrelevant and those that are
relevant are to a greater extent similar in application and disclosure as the GAAP standards applied currently.

The date of application of the above as determined by the Minister of Finance is for annual periods beginning on or after 1 April 2009.
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