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<On firm’s letterhead>
Report of Factual Findings to meet the requirements specified in the BIS Incentive Programme Guidelines
The Programme Manager: Black Industrial Scheme (BIS)
Industrial Financing Branch
Department of Trade and Industry and Commission
Private Bag X84,
Pretoria
0001
Dear Sir/ Madam
Factual Findings Report of the Independent Registered Auditor <or Independent External Accounting Professional>
 of <insert name of Entity> to the Department of Trade and Industry and Commission in respect of the <BIS> Grant Claim for the <insert stage of claim> for the claim period from <insert date > to <insert date> 
To the directors of [Full name of company]

We have performed certain procedures of an audit nature, as set out in Annexure A, on the performance and financial information reported for the Black Industrial Scheme (BIS) by [Full name of company] [Registration number] (the company), as set out in the accompanying Claim Form of the Department of Trade and Industry and Commission (the dtic). The purpose of our engagement is to issue a report that assists the Directors in evaluating whether the information contained in the quarterly report complies with the Programme Guidelines and Regulations dated [insert date] as well as the Funding Agreement. 

Directors’ responsibility for completion of the accompanying Claim Form
The Directors are responsible for the preparation of the accompanying Claim Form in compliance with the Programme Guidelines, the provision of all accompanying documents required and for such internal control as the Directors determine is necessary so that the information contained in the Claim Form and on all accompanying documents is complete, accurate and not misleading.

Auditor’s Responsibility

Our responsibility is to report our findings based on our procedures performed and from information provided by management. Our procedures were those requested by the dtic as set out in Annexure A and such additional procedures as we considered necessary in the circumstances. Our responsibility also includes the professional competencies necessary to perform this engagement in accordance with the dtic guidelines. 

Findings

Based on our work performed, nothing came to our attention that causes us to believe that the accompanying Claim Form is not complete and accurate and is not in compliance with the Programme Guidelines. 

OR

Based on our work performed, certain matters came to our attention that cause us to believe that the Claim Form is not complete and accurate and is not in compliance with the Programme Guidelines. These matters are listed below.

· [Insert detailed matters]  
Restriction on Use and Distribution
The purpose of our engagement is indicated in the introductory paragraph and, as a result our report may not be suitable for another purpose. Our report is intended for the Directors and should not be distributed to any party other than the dtic.
Auditor’s Signature 
Name of individual registered auditor:





Capacity if not a sole practitioner: e.g. Director or Partner

Registered Auditor

Date of auditor’s report

Auditor’s address
Annexure A – Report by the Independent Auditor on the Application for Payment for the Black Industrialist Scheme (hereinafter referred as “the BIS”)
1. Introduction
The objective of the BI scheme is to :

· Accelerate the quantitative and qualitative increase and participation of Black Industrialists in the national economy, selected industrial sectors and value chains, as reflected by their contribution to growth, investment, exports and employment, and

· Create multiple and diverse pathways and instruments for Black Industrialists to enter strategic and targeted industrial sectors and value chains
These will be achieved through the three key components of the programme which include: 
· Capital Investment (applicable to this Factual Findings Report)
· Machinery and equipment
· Owned and leased (capitalised lease) factory building at cost
· Commercial Vehicles
· Investment Support

· Project Feasibility Studies
· Post Investment Support 
· Business Development Services

· Product Development
· Conformity Assessment Certification
· Information Technology Systems
· Procurement Process Improvement
· Patent Costs
The BIS is available to South African registered entities engaged in strategic and targeted manufacturing sectors and value chains 

[Standard Industrial Classification (SIC 3), engineering services that support manufacturing and conformity assessment bodies (SIC 88220) servicing the manufacturing sector. ]
the dti has issued guidelines on the administration and implementation of the BIS which clarifies the application and claim process including the qualification criteria. The BIS Guideline is available at www.thedtic.gov.za and it is recommended that the audit team familiarise themselves with the content thereof prior to the start of the review.
2. The role of the Independent Auditor
During the claim process, the successful applicant has to submit a fully completed Claim Form, Asset List and Activity and Training Schedule (Labour stats). Prior to submission, the Independent Auditor has to perform certain procedures of an audit nature to provide the dti with the required assurance that the information contained in the Claim Form complies with the BIS Guidelines. 

3. Performing the audit procedures
The Independent Auditor should take note that the audit procedures proposed in this document are generic and based on the information that one would expect to find at the Operator. In cases where the proposed audit procedures cannot be performed, the Independent Auditor is required to define and undertake the additional procedures necessary to achieve the stated audit objectives. 
4. Procedures and Findings
Our procedures performed and corresponding findings thereon are set out in the table below:
        Below is the list of documents to perform procedures under A,B,C,D and E 

· Application Form, Claim Form, Grant Approval Letter, Companies and Intellectual Property Commission (CIPC) registration, Audited Annual Financial Statements/ Certified set of Management Accounts, Asset List, B-BBEE Certificates, Tax Clearance Certificate (TCC), Proof of third party funding, Schedule of base year employees, PAYE, UIF and SDL registration information, Schedule of total number of full-time and seasonal employees, Payroll information indicating the total hours worked by employees and all applicable deductions, Bank statements, Employee turnover information since application for incentive, Cost sharing grant information. Pre-feasibility study report, feasibility study report, accreditation of consultants by DFI, activity schedule with completed milestone as per asset register, supporting documents for costs incurred, Product Development category applied for and being claimed, conformity assessment certificates, Information Technology systems adopted, Procurement Process adopted, Patents acquired, Production records.   

· The above information to be reviewed is not limited to this list and any documents deemed necessary to perform procedure, may be requested by the auditor or by the dti.   
	A
	General Procedures

	
	Audit Objective:

	
	To evaluate accuracy, validity and completeness of information submitted to the dtic in accordance with the BIS guidelines.

	
	Procedures
	Findings

	
	1. Inspect Grant Approval Letter, compare to the name of the entity submitting the claim. 
	The name of the entity reflected in the Grant Approval letter is the same as that inspected.    

Yes   or     No. 

If no, explain the details   

	
	2. Inspect Grant Approval Letter, compare approved activity to activity of the entity, confirm that the entity has started production and the date of production.
	Activities undertaken by the entity are the same as the activities as per the approval letter. 

Yes   or     No

If no, explain the details: 
The entity has started production and the start of production date is ____/______/_____

	
	3. Inspect the Companies and Intellectual Property Commission (CIPC) registration certificate and verify whether it falls within the approved productive sectors.

	The company falls within the correct productive sector
Yes   or     No

If no, the qualifying criteria as per the BIS guidelines have been met

Yes    or     No

If no, explain the details:

	
	4. Inspect the Certified set of management accounts and verify if they are the same as the ones submitted at application stage (for Expansions only)
	Are the submitted management accounts the same as when the client applied?
Yes    or     No

If no, explain the details   

	
	5. Where there are no prior year amounts on the Annual Financial Statements or Management accounts:

5.1. Check whether the management accounts have been approved by an accredited external verifier.   
	The management accounts have been approved by an accredited external verifier:

Yes.   or    No

If no, explain the details   

	
	6. Inspect the prior year Audit report where applicable and verify that the opinion given does not impact the project.
	The Audit report exists: 

Yes.   or     No

If no, explain the details

The audit report has an impact on the project:

Yes.   or     No

If yes, explain the details 

	
	7. Inspect company’s certificate of incorporation and verify the company registration number to the B-BBEE certificate/sworn affidavit and the SARS tax clearance certificate.
	The company’s registration number per the tax clearance and the B-BBEE certificate correspond:

Yes.   or     No

If no, explain the details: 

	
	8. Inspect B-BBEE Certificates issued by accredited service provider or a sworn affidavit ensuring that : 
8.1. The certificate/sworn affidavit is still valid and it’s in the name of the applicant. 
8.2. Check that the applicant is at a minimum level four contributor  
	The certificate is still valid and it is in the name of the applicant:

Yes.   or     No

If no, explain the details

The applicant has achieved at least BEE level 4 
Yes.   or     No

If no, explain the details   

	
	9. Inspect the tax clearance certificates submitted and check if they are in the name of the applying company and still valid.
	A tax clearance Certificate documents exist and are in the name of the company:

Yes.   or     No

If no, explain the details:

The tax clearance Certificate were valid at the date of submission:

Yes.   or     No

If no, explain the details 

	
	10. Verify the shareholders’ certificate against the shareholder’s reflected on the application form
	The shareholders’ certificates of all shareholders correspond to the shareholders on the application form
Yes.   or     No

If no, explain the details 

	
	11. Verify whether evidence was submitted in cases where third party funding was sourced by the applicant.
	Evidence was submitted in cases where third party funding was sourced by the applicant:

Yes.   or     No

If no, explain the details: 

	
	12. Verify the term sheet with the co-funder and the equity structure 
	The term sheet and the equity structure correspond with the application form (or approval letter), and the equity structure 
Yes.   or     No

If no, explain the details 

	
	13. Verify if there is any pending litigation against the applicant that might have an impact on the project. If there was litigation during the time of application, verify whether the dtic was duly informed.
This can be done through performing a forensic check with the approval from the applicant or obtaining an affidavit by the company CEO submitted to the dtic declaring no pending litigation against the applicant.
	There is pending litigation against the applicant that might have an impact on the entity:

Yes.   or     No

If yes, explain the details and check if the dti was duly informed:



	
	14. Recalculate the approved grant amount and verify whether the approved grant amount is in accordance with the grant calculation and capped amount as detailed in the approved Programme Guidelines and as per the approval letter, issued by the dtic. 
	The total grant approved per project is R……....

The total approved amount is in accordance with the grant calculation.

Yes.   or     No

If no, explain the details  

	
	15. Verify whether the total amount claimed per project has not exceeded the approved grant amount.
	The total amount claimed per entity has not exceeded the approved budget per the approval letter.

Yes.   or     No

If yes, explain the details   

	
	16. Obtain the payroll information indicating the number of full-time and seasonal employees, gender of the employees, ID numbers and the total hours worked by the employees during the applicable claim period and compare to the information reflected in the claim form for accuracy.  
	The total number of employees differentiating between full-time vs. seasonal employees and total hours worked for the claim period for the entity agrees to the underlying wage and payroll records:

Yes. Or No
If no, explain the details 

	
	17. Agree the base employees in the application form to the client’s payroll head count at time of application to ensure accuracy of base year employees.
“Base employees” refers to the number of employees of the applicant during 12 month period before submission of application to the dtic. 
	The payroll head count and the base employee correspond at the time of application:

Yes.   or     No

If no, explain the details  

	
	18. At current year compare the applicant’s payroll head count to the base year employees, follow up with management if current year is below that of the base year.
(Claim year could be the same as base year)
	The current payroll head count decreased from the base year employees:

Yes.   or     No

If yes, explain the details:

	
	19. Assess whether the employment levels used in the application process have been maintained during the incentive scheme.
If not, inspect correspondence to the dti for reasons provided.
	The employment levels used in the application process have been maintained:

Yes.   or     No

If no, is there correspondence with the dti indicating the reasons:

Yes.   or     No

If no, explain the details

	
	20. Inspect evidence that employees engaged in the legal entity have been registered for PAYE, UIF and SDL. 


	There is evidence of registration:

Yes.   or     No

If no, explain the details  

	
	21. Verify if the entity meets the minimum sectoral wage


	The entity meets the sectoral wage
Yes.   or     No

If no, explain the details 

	
	22. Inspect the payment records to confirm that UIF deductions relating to employees who qualify for UIF have been paid over to the authorities.  
	UIF deductions for employees that qualify for UIF have been paid to the authorities:

Yes, or No

If no, explain the details:  

	B
	Capital Investment

	
	Audit Objective:

	
	To evaluate accuracy, validity and completeness of information submitted to the dti regarding capital investment.

	
	Procedures
	Findings

	
	Obtain the detailed list of Claim Assets reflecting the additions of qualifying assets acquired during the Claim Period and perform the following procedures:

	
	23. Re-perform the casts and cross casts of the Asset List and compare the cost and details of additions during the Claim Period to the underlying accounting records for the Claim Period  
	The amounts on the Asset List agree to the cost and details of assets acquired during the Claim Period and no casting errors were identified 

Yes, or No

If no, explain the details  

	
	24. Check that the costs related to professional fees are directly related to the qualifying machinery and equipment and/or buildings claimed for and is for the approved project i.e. such costs relate to the actual work for commissioning, installation, construction etc. which will result in the asset being put into use.
	The costs related to professional fees are directly related to the qualifying machinery and equipment and/or buildings claimed for by the approved project and will result in the asset being put into use.
Yes, or No

If no, explain the details  

	
	25. Inspect supporting documentation is for evidence that the assets actually have been acquired e.g.: invoices, contracts, proof of delivery and evidence of payment to the supplier.
	Inspected supporting documentation there is evidence that assets have actually been acquired.

Yes, or No

If no, explain the details 

	
	26. Inspect the list of assets purchased during the claim period from the asset register/s and physically verify these assets. (Refer to the assets template as completed for the dti submission).
	The assets bought during the claim period were physically verified:

Yes.   or     No

If no, explain the details:  

	
	27. Verify that all assets included in the claim form are “qualifying assets” as per the dtic guidelines and that “non-qualifying” assets have been excluded for grant payment purposes.

	All assets are “qualifying assets” in terms of the dti BIS guidelines and no “non-qualifying” assets have been included: 

Yes.   or     No

If no, explain the details: 

	
	28. Inspect the commencement date when the assets were placed into commercial use and verify if it was after the approval date of application. 

	The commencement date on which the assets were placed into commercial use is___________________
It is after the approval date of the application.
Yes.   or     No

If no, explain the details: 

	
	29. Check if assets bought were taken into production  
	Asset bought have been taken into production
Yes.   or     No

If no, explain the details  

	
	30. Confirm whether the assets purchased are correctly disclosed as New or Second hand assets - inspect supporting documents to corroborate this.
	Assets are correctly disclosed as New or Second hand assets.

Yes, or No

If no, explain the details: 

	
	31. Confirm whether any assets were purchased from a “Connected Party” as defined by the dti 
	Assets were purchased from a connected party. 
Yes, or No

If yes, explain the details: 

	C 
	INVESTMENT SUPPORT

Feasibility Studies and Post Investment Support

	
	Audit Objective:

	
	To evaluate accuracy, validity and completeness of information submitted to the dtic regarding feasibility studies and Post Investment Support components.

	
	Procedures 
	Findings

	
	32. Inspect the pre-feasibility and feasibility study report provided and:

31.1 Verify whether the expected investment for manufacturers will be R30m or above.

31.2 Verify whether the report demonstrates a positive impact on other developmental aspects including job creation, skills development, linkage with the small, medium or micro enterprises as well as black business empowerment etc. 

31.3 Check how the project will be funded.

31.4 Check if the consultant used to conduct the feasibility Study is accredited by a DFI        

	There is an indication that the expected investment for manufacturers will be R30 million or above:

Yes   or     No

If no, explain the details

There is a clear job creation, skills development, linkage with the small, medium or micro enterprises as well as black business empowerment demonstrated in the report:

Yes.   or     No

If no, explain the details:

The source of funding for the project is detailed in the report:

Yes.   or     No

If no, explain the details:

The consultant is accredited by a DFI

Yes.   or     No

If no, explain the details  

	
	32 Inspect the feasibility study report provided and verify the alignment of the pre-feasibility report and the feasibility report and report on any deviations.
	The Pre-Feasibility Study and Feasibility Study reports were inspected; the two reports are aligned:

Yes.   or     No

If no, explain the details 

	
	33 If possible, obtain actual evidence on the project itself and check whether the activities are aligned to the feasibility study conducted.  
	The project activities are aligned to the feasibility study:

Yes.   or     No

If no, explain the details 

	
	34 Verify as per the feasibility report whether there is a clear detailed time period when the project emanating from the feasibility study will be realised.  
	There is a clear detailed timeframe for when the project emanating from the feasibility study will materialise:

Yes.   or     No

If no, explain the details   

	
	35 Check the deliverables against which payment has been made.


	Payment has been made according to expected milestones stipulated in the Project plan:

Yes.  or No. 

If no, explain the details 

	
	36 Check the Capital Investment Amount variation from application stage to bankable feasibility stage
	There is a variance in the Capital Investment amount
Yes. Or No. 

If yes, explain the details 

	
	37 Recalculate the cost sharing grant as per the dtic guidelines and the approval letter. Verify that the maximum grant for feasibility studies was 3% of the total project cost, with a cost-sharing calculated 
	The grant amount corresponds with the approval letter and the guidelines
Yes or No

If no, explain the details 

	
	38 Verify if the project is receiving government incentives for feasibility studies.
	The project is receiving government incentives for feasibility studies:

Yes or No

For yes, explain the details 

	
	39 Verify if the feasibility studies includes licenses, quality assurance, conformity assessments and standards
	The feasibility study includes licences, quality assurance, conformity assessments and standards
Yes or No

If no, explain the details 

	
	40 Confirm the existence of deliverables as per the skills transfer plan and the dtic approved Activity and Training Schedule and determine whether the deliverables agree to was specified and approved during the application process. 


	The deliverables per the Activity and Training Schedule agree to what was specified and approved during the application process:

Yes. or  No

If no, explain the details 

	
	41 Verify which components of post investment were approved / recommended and determine whether deliverables were met
	The deliverables were met as agreed

Yes. or  No

If no, explain the details 

	D
	BUSINESS DEVELOPMENT 

	
	Audit Objective:

	
	To evaluate accuracy, validity and completeness of information submitted to the dtic regarding Business Development Components.

	
	Procedures
	Findings

	
	42 Confirm the existence of deliverables as per the dtic approved Activity and Training Schedule and determine whether the deliverables agreed to, was specified and approved during the application process.  
	The deliverables per the Activity and Training Schedule agreed to, what was specified and approved during the application process:

Yes. or  No

If no, explain the details   

	
	43 Inspect evidence of improvement as detailed in the application form. Verify whether this is in line with the reasons given on the application form submitted to the dtic. 
	There is evidence of improvement (Describe details of any improvements):
Yes.   or     No

If no, explain the details 

	
	44 Verify the items and costs as per the claim assets list against relevant supporting evidence, eg: Invoices, bank statement
	Items and costs on the claim asset list are as per the supporting evidence
Yes.   or     No

If no, explain the details 

	
	45 Verify if the Business Development services categories on the claim asset list is per qualifying investment cost categories as the guidelines
	Categories of the Business Development costs is qualifying as per the guidelines

Yes.   or     No

If no, explain the details 

	
	46 Recalculate the cost sharing grant as per the dtic guidelines and approval letter
	The grant amount corresponds with the approval letter and the guidelines.
Yes or No

If yes, explain the details 


	E
	ECONOMIC BENEFIT CRITERIA (EBC)

	
	Audit Objectives

	
	To evaluate accuracy, validity and completeness of information submitted to the dtic regarding the Economic Benefit Criteria

	
	Procedures
	Findings

	
	47 Confirm the number of Economic Benefit Criteria requirements achieved by the project and check if it complies with the guidelines
	The project has achieved ____________ Economic Benefit Criteria requirements and complies to the minimum requirements for the guidelines

Yes or No

If no, explain the details

	
	48 Verify whether the jobs were secured/retained or increased 


	Number Jobs secured/retained or increased is as approved

Yes. or  No

If no, explain the details 

	
	49 Verify/confirm if the market share was secured (new business/operation) or market share was increased (existing business/operations). Check the evidence of such in the form of signed supplier agreements, etc.  


	Market share was secured

Yes.   or     No

If no, explain the details

Has the market share increased?

Yes.   or     No

If no, explain the details

	
	50 Confirm quality improvement initiatives that have been implemented and has resulted in the reduction of the relative prices and/or including the quantity of the products
	Relative prices of products were reduced

Yes.   or     No

If no, explain the details

Has the quality of products to consumers increased?

Yes.   or     No

If no, explain the details 

	
	51 Verify whether any Green Technology and resources efficiency improvements have been implemented. 
	Green Technology and resources efficiency improvements have been implemented. 

Yes.   or     No

If no, explain the details

 List all the improvements that have been implemented. 

	
	52 Verify if the localisation of production activities have been increased (diversification and exports)
	Localisation of production activities have been increased

Yes or No

If no, explain the details   

	
	53 Confirm whether the entity is located in a rural area or an area with an unemployment rate higher than 25%
	The entity is located in a rural area 

Yes or No

If no, explain the details

The entity is located in an area with an unemployment rate higher than 25% 
Yes or No

If no, explain the details 

	
	54 Confirm if shareholders have made financial/non-financial contribution to the business
	The shareholders have made financial contribution to the business

 Yes or No

If no, explain the details

The shareholders have made non-financial contribution to the business

Yes or No

If no, explain the details 

	
	55 Confirm whether the entity has achieved at least a level 4 B-BBEE contributor status
	The entity has achieved at least level 4 B-BBEE contributor status

Yes or No

If no, explain the details


An Independent External Accounting Professional (the “Accounting Professional”) who is a member in good standing of any the following professional bodies: the South African Institute of Chartered Accountants (SAICA); the South African Institute of Professional Accountants (SAIPA) and the Association of Certified Chartered Accountants (ACCA).
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