	PRIVATE 
Client: Model File Limited
	Prepared by: MK
	Date: 30/03/07

	Period ended: 31st December 2006
	Reviewed by:
	Date: 30/03/07

	Subject: Understanding the Entity’s Business




Objective: To obtain a preliminary understanding of the entity and its business environment. 

Procedure: Form 5.08 is to be completed for all engagements. The Form is intended to be carried forward from year to year, with appropriate modifications and placed in the permanent file. A photocopy to be placed in the current period’s audit file. Documentation may require more space than is available on this form. In such cases, a separate attachment can be attached to this Form.

Refer to Part 1 and 2 - Appendix II of Section 7 of the Manual.

	AMENDMENT RECORD

	Period Ended
	Prepared / Updated By
	Reviewed By

	31st December 2006
	Michelle Karanja / Alphonse Bob
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SHAREHOLDERS, OFFICERS AND DIRECTORS                                                              
Principal Shareholders:

	Name
	Active in Business

 Yes / No
	%

Ownership
	Title

	John Kamau
	Yes
	30
	Mr.

	Michael Johns Peters
	Yes
	25
	Mr.

	Alice Cheptoo
	Yes
	25
	Mrs.

	Ramesh Patel
	Yes
	20
	Mr.


Directors:

	Name
	Executive / Non Executive / Independent
	Board Responsibilities



	John Kamau
	Executive
	Chairman

	Michael Johns Peters
	Executive
	Managing Director

	Alice Cheptoo
	Executive
	Sales and Marketing Director

	Ramesh Patel
	Executive
	Procurement and Logistics Director


Organisation Chart:


[image: image1]
Key Management:

	Name
	Responsibility



	Simon Makonde
	Finance and Administration Manager

	Sally Fields
	Chief Accountant

	Jyoti Shah
	Sales and Marketing Manager

	Allan Johnson
	Procurement and Logistics Manager


Business Details:     

	Area
	Details

	Date of incorporation
	1st January 2006

	Registered office
	Plot L.R. No. 209/000, 

Moi Avenue

P.O. Box 2, 1000

Nairobi, Kenya.

	Location of principal office if different from registered office
	As above

	Nature of ownership (private / public / public quoted / limited by guarantee)
	Private

	Business sector (manufacture / trading / retail etc.)
	Trading

	Primary activity/ies
	Trading in hardware, electrical and related items

	Secondary activity/ies
	None

	Key products
	Plumbing works and construction material, tools, garden equipment and paints

	Position in the industry / sector
	Statistics not available

	Details of major competitors and their position
	Alibhai Shariff, Plumbline Hardware

	Company secretaries
	CPS Registrars, 

P.O. Box 1, 1000

Nairobi, Kenya.

	Specialised accounting policies (industry specific) (Section 10.2 of the Manual)
	None 

	Specialised laws / regulations applicable to company / sector (Section 9.2 of the Manual)
	Companies Act, Income Tax Act, VAT Act


Facilities:                                                                                       

	
	Location
	Owned / Leased / Rented
	W/P Reference

	Offices
	Moi Avenue, Nairobi.
	Leased
	B.01

	Branch
	N/A
	
	

	Plant and machinery
	N/A
	
	

	Other
	N/A
	
	


General Operations:

Sales: Key products / services, pricing policy and market segments serviced:

	The company deals in all kinds of hardware, electrical equipment and other related equipment.

The company’s key products are:

1. Tools (drills, hammers, saws etc).

2. Construction material (cement, sand etc).

3. Plumbing works (pipes, bathroom fittings etc).

4. Gardening equipment (lawn mowers, rakes, wheelbarrows etc).

5. Paints.

The pricing policy is as follows:

1. Tools: 20% mark-up on cost.

2. Construction material: 10% mark-up.

3. Plumbing works: 15% mark-up.

4. Gardening equipment: 10% mark-up.

5. Paints: 2.5% mark-up.

6. Chicken feed and dairy meal: 10% mark-up

The company sells mostly to retailers within the city of Nairobi, with some sales made directly to the final consumer. In addition, sales are also made to related parties and also exports to 2 other customers in Uganda and Tanzania.




Purchase: Key sources of supply, purchasing patterns (e.g. minimum order quantities) and other relevant details:

	The company purchases goods from the suppliers listed below. Some purchases are also done from related parties. The company makes purchases as and when the minimum order quantity of goods is reached.  




Production: Key features of the production process:

	N/A


Key Suppliers Details:

	Name
	Estimated Annual Volume / %
	W/P Reference

	Cascading General Stores
	16
	K.04/1

	Chini kwa Chini Hardware
	13
	K.04/1

	Kijiji Hardware Ltd.
	8
	K.04/1

	Transatlantic Overseas Ltd.
	14
	K.04/1

	Mshangao Agricultural Suppliers
	15
	K.04/1

	Run Till Dawn Ltd.
	5
	K.04/1

	Hung Ching Ching Ltd.
	7
	K.04/1


Key Customer Details:                                                                                              

	Name
	Estimated Annual Volume / %
	W/P Reference

	Cosmopolitan Ltd.
	17
	H.04/1

	Supplies Ltd.
	8
	H.04/1

	Coral Reef
	11
	H.04/1

	Amazing Stores
	19
	H.04/1


Related Party Details and Transactions:

	Name
	Relationship
	Details of Transactions with Related Party and Pricing
	W/P Reference

	Model Holdings Ltd.
	Common shareholding / directorship
	Sale of goods at market rates.
	J.03/1

	Model Tanzania Ltd.
	Common shareholding / directorship
	Sale of construction material and gardening equipment at 7% mark-up. Sale of plumbing works at 10% mark-up.
	J.03/1

	Model Agencies Suppliers Ltd.
	Common shareholding / directorship
	Purchases of goods (Plumbing, construction material and paints)
	J.03/1

	Model Uganda Ltd.
	Common shareholding / directorship
	Purchases of goods (Garden equipment and tools)
	J.03/1
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