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	No.
	Agenda / Issues to Discuss
	
Notes of Discussions

	A. Planning Meeting: Discussion could include changes in the business and regulatory environment, changes in accounting policies and governance structures, internal control, fraud risk and audit requirements (Sections 7.3, 7.4, 8.4, 9.2 and 10.2 of the Manual).

	Meeting date: 29th March 2007

In attendance: Michael Johns Peters (MD)

                         Simon Makonde (Finance & Admin Manager)

Engagement team: Ali Salim Karani

                                 Alphonse Bob

                                 Michelle Karanja

	1.
	Date of incorporation
	1st January 2006

	2.
	Principal activities
	Trading in hardware, electrical and related items

	3.
	Directors and shareholders
	John Kamau - Chairman

Michael Johns Peters - MD

Alice Cheptoo - Sales and Maketing Director Ramesh Patel - Procurement and Logistics

	4.
	Key management personnel
	Simon Makonde - Finance & Admin

Sally Fields - Chief Accountant 

Jyoti Shah - Sales and Marketing Manager

Allan Johnson - Procurement and Logistics

	5.
	Laws and regulations
	Companies Act, Income Tax Act

	6.
	Related parties
	Model Holdings Ltd., Model Tanzania Ltd., Model Agencies Suppliers Ltd., Model Uganda Ltd.

	7.
	Key customers
	Cosmopolitan Ltd., Coral Reef, Amazing Stores

	8.
	Key suppliers
	Cascading General Stores, Chini kwa Chini Hardware, Transatlantic Overseas Ltd., Mshangao Agricultural Suppliers

	B. Completion: Issues to be discussed are summarised below.

	Meeting date: 19th May 2007

In attendance: John Kamau (Chairman)
                         Michael Johns Peters (MD)

                         Simon Makonde (Finance & Admin Manager)

Engagement team: Ali Salim Karani

                                 Alphonse Bob

	Business Performance

	1.
	Gross profit margin - 10.8% vs 10.5% in management accounts
	· Change due to goods in transit not recognised in management accounts.

· GP margin in line with industry.

	2.
	Debtors’ turnover - 64 days
	· This is above the normal credit limit of 60 days offered to customers. There is need to rigorously follow up on customers exceeding the required credit period. 

	3.
	Creditors’ turnover - 89 days
	· Credit period allowed by suppliers is being used effectively to the maximum. However, the credit period needs to be monitored closely so as not to exceed the maximum credit period.

· Consideration could be given to settling suppliers’ amounts faster and negotiating discounts for quick settlement of outstanding balances.

	4.
	Gearing and interest
	· The company is currently highly geared at 93%. However, interest cover is 5.8 times, which indicates that the company is currently capable of meeting its interest obligations comfortably.

· Consideration could be given to negotiating better terms with current financiers or looking for cheaper sources of credit. 



	Outstanding Audit Issues



	
	None
	

	Review of Accounting Policies and other IFRS Compliance Issues



	1.
	Non-compliance with IAS 17
	Leasehold land was presented under property, plant and equipment as part of buildings. This was subsequently corrected during the audit and classified separately as prepaid operating lease rentals

	2.
	Non-compliance with IAS 21
	Discussed with client and also highlighted in the management letter. Client to implement from 2007.

	Key Control Issues



	1.
	As per management letter
	Management comments obtained

	Business Strategy and Development

	
	None
	

	
	
	

	Tax Compliance



	1.
	As per management letter
	All matters highlighted are being addressed currently and interest and penalties paid where applicable.

	AOB



	1.
	Audit fees
	Agreed at 325,000 based on time spent.
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