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MUSIC COPYRIGHT SOCIETY OF KENYA LIMITED
ANNUAL REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 201%

P

REPORT OF THE DIRECTORS

The diractors submit their report {ogether with the audiled financial statements for the yaar anded 30
Juneg 2018, which disclose the state of affairs of the Company

Principal activities

The company is a non-profit making orgamisation established to administer cerlain nghls grantad
under the Copyrights Act en behalf of members. lls core mandate & the collection and distribution of
royalties to members

Resulis

The net deficit for the year of Kshs 124 484 821 (2018 Kshs T2.517.722) has been added to the
refained earmmgs.

Direclorale
The directors who held affice during the year and o the date of this repart are sel oul on page 1
Auditors

Mhe company’s auditors. Messrs Kreston KM & Co, have expressed their willingness o conlinue in
office in accordance with saction F19(2) of the Kenyan Companies Acl, 2015

By order of the Board of Directors
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STATEMENT OF DIRECTORS' RESPONSIBILITIES

The Kenyan Companies Acl requires the directors 1o prepare financial statements for gach financial
year that give a true and faer view of the stale of affairs of the company as al the end of the financial
year and ol de profit or loss for that year I also requires the direclors 10 ensure. [hat the company
mamisins proper accounting records that disclose, with reasonable accuracy, the financial posihon of
the company. Tha direclors are alse responsible for safeguarding the assels ol the companyy.

Ihe directors accepl responsibility for the preparation and Tar preseniation of financial statemenis hal
are free from materal misstaternent whether due 1o fravd or error. They also accept responaibility Tos

(¥ Designing, implementing and mainiaining internal contral relevant to the preparation of the
financial stalamenis,

{ii) Selecting and applying appropnate accounting pobces: and
{iiiy Making accounting estimates and judgements that are reasonable in the circumslances.

The directors are of the opinion that the financial statements give a true and fair view of the siate of the
financial affairs of the Company as at 30 June 2019 and of de financial pedormance and cash flows for
the year than andéd in accordance with the Intermational Financial Reporting Standard for Small and
Medium-sezed Entiies and the requirements of the Kenyan Companies Acl

In praparing these fingncial statements, the direciors have assessed the company's ability 10 continue
as a going concemn Mothing has come 1o the alttention of the board of directors 10 indicate that the
Company will not remain a going concermn for at least twelve months from the date of this stalemant.

The direciors acknowledge that the independent audil of the tnancial statements does not relieve them
of ther responsibdities

Approved by the board of directors an . . 018 and 5ig_l1_§d.nn-l-'rﬁ-heh'8ﬂ-m

Direcm&rﬂ%ﬁ?

{Name) .
- [_I| I!TI;I.""- I'I |:.“ . fl i Q_’IEF_ o e T 'f."'-r- ry
Director. |, 4.5, "'L.f“' Bgrmtares. JELILL O SR,
{Hame)

Dirﬁttﬂ&}ﬁ.’i‘ RELAS ‘L 2 K":L\"“ 2 Signature, ............"

[Marme)

ﬁfﬂmagnalum_.....,.,............., ..... rﬁf




MUSIC COPYRIGHT SOCIETY OF KENYA LIMITED 4ia)
REPORT OF THE AUCITORS TO MEMBERS OF MUSIC COPYRIGHT SOCIETY OF KENYALTD

FOR THE YEAR ENDED 30 JUNE 2019

Opinion

We have awdited the accompanying financial statements of Music Copyright Society of Kenya Limited sef aut on
pages 5 to 20 which comprse the statement of financial position as at 30 Juns 2018, the statement of
comprehansive income, the statement of changes in fund, and statement of cash flows for the year then ended,
and a summary of significant accounting policies and and other explanatory noies

In our opinion, the Anancial statements give a true and far view of the state of financial affairs of the Company as
al 30 June 2019 and of ds financial parformance and cash Aows for the year then ended in accordance with tha
International Financial Reporting Standard for Small and Medivm-sized Enfities and the Kanyan Caompanies Act

Basis of opinion
We conducted our ausdil in accordance with International Standards on Auditing (15As). Our responsibilites under

those standards are further described in the Auditor's Responsibisties for Audit of the Financial Statemeants
saction of our repart. We are independent of the company in accordance with the Intermalional Ethics Standards

Board for Accountants Code of Ethics for Professional Accountants {IESBA Code) together with the athical
requirements that are relevant to our sudit of the financial statements in Kenya, and we have fulfiled our other

responsibiliies in accordance with these requirements. We believe that the sudit evidence wa have obiained is
sufficient and appropriate to provide a basis for our apinion

Emphasis of matter

We draw atbentian o note 22 in the financial statementis which indicates that the comipany incurmed a nat koss of
Hehs 124 484 821 during the yaear ended 30th June 2018 and, as of that date the company's current liabiites
aexceeded its current assats by Kshs 203,454 218. These events or condibions indicate that a matenial uncertsinity
exists that may cast significant doubt on the company’s abdity to continue as a going concern. Dur audil opinion is
nat modified in respect of this matter.

Crther information
The directors are responsibie for the other information. Other information comprises the information included in

the annual report, but does not include the financial statements and our auditor's report thereon,

Chr opinion on the financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon

In connecton with our audit of the financial statements, our responsibdity 1s to read the other information and, in
doing 50, consider whether the other information is materially inconsistent with the financial statements or our
knowledge cbiained in the audit or oiherwise appears to be matenally misstated. If, based on the work we have
performed, we conclude that there is material misstatement of this other information, we are required o report
that fact Ve have nothing 1o report in this regard.

S naibilities for the financial stat ts
The Dwectors are responsible for the preparation and fair presentation of thesa financial stalements in
acoordance with the Internalional Financial Reporting Standard for Small and Medium-sized Enfities and the
reguirements of the Kenyan Companies Acl, and for such imternal contral as the management deledfmne
necessany fo enable the preparation of financial stalements that are free from material misstatement, whether due

b fraud or ermor,

I preparng the inancial statements, the directors are responsible for assessing the company's ability o continue
83 a going concam, disclosing, as appbcable, matters ralaled o going concérmn and using the going concem basis
of accounting unless the direclors either intend to liguidate the company or to cease operatons, of have no
reglistic alfemative but o do 5o,



MUSIC COPYRIGHT SOCIETY OF KENYA LIMITED A}
REPORT OF THE AUDITORS TO MEMBERS OF MUSIC COPYRIGHT SOCIETY OF KENYA LTD
FOR THE YEAR ENDED 30 JUNE 2019

Auditor's responsibilities for the Audit of the Financial Statements

Our objectives are 10 ablain reasonable assuance aboul whether the financial slatements as a whale are fres
from material misstatement, whether due o fraud or error, and fo issue an auddor's repor that includes our
opinion. Reasonable assurance & a high level of assurance, bul is nol a guarantes thal an audil conductad in
accordance with 1SAs will always detect a matarial misstatement when il exisis Misstatements can ariss from
fraud or error and are considered matenal i, indindually or in the aggregate, thay could reasonably be expecied to
influence the economic decisions of users laken on the basis of these financial siatements

A5 part of an audit i accordance with 1545, we exercise profassional judgment and masntan professwanal
skepticism throughtout the audil. We also.

*Identify and sssess tha risks of material misstaternent of tha financial statements, whether due to frawd or ermor,
design and perform audit procedures responsive to those rsks, and oblain asdit evidence that s sufficeant and
appropriate o provide a basis for oor opmion. The nsk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from ermor, a5 fraud may involve colluston, foigery, mientonal omissions,
misreprasentations, of the overrde of intermnal controt

"Obtain an understanding of internal control ralevant o the awdit in order o design audit procedures that ae
appropriate in the circumstances, but not for the purpose of Bxpressing an opinion on the effectivenass of the

*Evaluate the appropriateness of accounting policies usad and the reasonableness of accouniing estimates and
refated disclosurers made by management.

*Conciude on the appropriateness of management's use of the going concemn basis of eocounfing and, based on
the audit evidence obizined, whether @ msteral uncertainty existz related o events or conditions that may cast
significant doubt on the Company's abilly o continve as a gaing concemn. If we conclude that a material
uncertanty exists, we are required o draw attention in our auditors report 1o the related disciosures in the financial
statements or, If such disclosuras ara inadequate, o modify cur opinion. Our conclusions are based an the audit
evidence obtained up to the date of our auditor's repart. However, future events or conditions may cause the

We communicate with those charged with govemance regarding, amaong ather matters, the planned scope and
timing of the audit and significant awdit findings, including any significant deficiencies in internal control that we
kdentify during ouwr audit,

The engagement pariner responsible for the audit resulling in this ndependent auditor's reporl s FCPA Dr.
George Kimeu = P/No, 603,

ke = Xow, W st O
Certified Public Accountants (K)
Mairobi

#']I‘E*n' > PUtsaan { ang

HRESTOH



MUSIC COPYRIGHT SOCIETY OF KENYA LIMITED
AMMNUAL REFORT AND FINANCIAL STATEMEMTS
FOR THE YEAR ENDED a0 JUNE 2013

Statement of comprehensive income

Mol
Gross income 7
Mirect costs B
Boand & mambars expénsess B
Staff costs 10
Administration costs 1
Finance costs 12

Total expenses

Deafict before distribution

Provision for local distribution

Provision Tor fareign distribution

Craficit after distribution

Other comprehensive incomel{expense)
Zain on disposal of motor vehicles

Less transier o socip-oultural fund

Deficit lor the year

20148 218
KShs KShs
112216 B33 91 29z 002
8,504 532 12,173 547
9,648,100 10,649 866
64,305,374 Q4 TET TEG
101,470,350 38,348,003
1,008,255 280, 087
185,018,611 156,939,389
(72,801 778) (65.647 387

{43 507 BO0)

(8,180,062) =

(124,489,730} (65,647,387)
3.BGRO.TET

(3,855 BTE (B B70.335)

(124 484,821) (72.517.722)




MUSIC COPYRIGHT SQCIETY OF KENYA LIMITED
ANNUAL REPORT AND FINANCIAL STATEMENTS

AS AT 30 JUNE 2019

Statement of financial position

Hote 20153 2018
K3hs K5hs
Mon -current agaptg
Property and egquiptment 20 6,622 707 5,625 B5T
Infagible assets 15 4,828 134 3,840 000
10,450,931 10,465,657
Current assets
Trade and olher receivables 14 g4 923 94 70,753,116
Deposits and prepayments 16 1,928,796 1,435,344
Cash and bank balances 19 2991 214 E.042 518
49 843 9564 78,230,978
Total assets 60,294,885 88,696,635
Equity and liabilities
General resenes 2,882 725 2,982 725
Accumulated losses (195,996,010} (¥1.511.188)
(193,003,285} (58,518 464)
Current liabilities
Trade and other payables 18 150,410,283 94 487 884
Rovalhes payvable 17 102 887 887 G2, 727,215
253,238,170 157,215,099
Total equity and liabilities 60,294 8385 88,696 635

The financial statemants on pages 5 1o 20 wera approved for issue by the board of directorns on
e 208 and were signed on thew bahall by

.
Dirﬁtlﬂr“j@kjﬁj Signature:
m ANVTA ;

[Name)

Director, 4, L4000 id e, '.' Signature.,

{Mame)

Directurhﬁ#ﬁﬁ?ﬂ 4'5] g"cpﬁ“""‘ .

[Mame]

Signature, .,




MUSIC COPYRIGHT SQCIETY OF KENYA LIMITED
AMMNUAL REPORT AMD FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

Statement of changes in funds

SOCIAL GEWERAL ACCUMULATED

FUND RESERVE LOSSES TOTAL
2019 Kshs Kshs Kshs Kshs
Balance as at 1 July 2018 2892 725 (F1.517.1849) (68518 464)
Additions 3 BS5 ETR - - 3,855 873
Ceficit for the year (124484 21} (124484 821
Faymenis in the year [2.855.878) - - {3,855 878)
Balance as at 30 June 2019 2,992,725 (195.996.010)  (193,003.28%)
2018
Balance as at 1 July 2017 2,882 725 1,006 533 3,999,253
Addifions G670 335 - - E.8T0,335
Deficit for the yaar - E {F2.517, 722} [F2.517.723)
Fayments in the year 6,870,335} - - {6, 870,335)
Balance as at 30 June 2018 2092725 {71.511,189) (68,518.464)




MUSIC COPYRIGHT SOCIETY OF KENYA LIMITED
ANNUAL REPORT ANMD FINANCIAL STATEMENTS

FOR THE YEAR ENDED 20 JUNE 2019

Statement of cash flows

Changes in operating activities
Deficit after distributicn and before [as

Adjustments for:

Finance costs

Amorizalion of intangble assels
Depracialion

Crpearting surplus/{datet) belore working capetal changes

Working Capital Changes

Changes in accounls receivable
Changes in deposits and prepayments
Changes in accounis payabla

Cash generated from apearations
Increase in rayaities payable
Cash genarated from oparations

CASH FROM INVESTING ACTIVITIES
Royalties paid

socio cullural paymenis

Furchase of fixed assels

Chsposal of fixed assels

Purchase of miangible assets

CASH FROM FINANCING ACTIVITIES
Finance charges paid
Total cash from finacing activities

F i L Oy

CASH AND CASH EQUIVALENTS
BALANCE A5 AT 30 JUNE 2018

CASH AND CASH EQUIVALENTS
BALANCE AS AT 30 JUNE 2013

Maote 019 2018
KShs KShs
(124, 489,730) (65,647 18T)
1,090 255 Ga0.0497
15 957 034 G50, 000
20 1,698, 048 1,710,104
(120,744 353 061,997 181)
25825172 1,865,750
{493 452) 10,600
65, 5922,30948 hB, 238 865
31,258,114 60,115,215
(35,486, 274) (1,881 965)
40,180,672 -
674,398 {1,887 966}
- [(1.790.150)
(3.855878) (6.870.335)
(1,724, 401) -
20 3890, 000 4,190,000
15 {245,168} (BO0,000)
{2,635,447) {5,270,485)
1,000,255} {980,087)
{1,090, 2535) (580,097
(3,061,304) (B, 132 48]
6,042 518 14,175 066
19 2,991,214 6,042,518

The notes and schedules set-oul on pages 8 to 20 farm an integral par of the financial statements



MUSIC COPYRIGHT SOCIETY OF KENYA LIMITED 4]
ANHUAL REFORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

1

General Information

Music Copyrghl Society of Kenya Limited 8 incaorporated in Kenya under he Kenyan Companies &cl as &
private company lmited by guarantes, and 15 domiciled in Kenya The address of ils reqsiered offige and
principal place of business 8 Shp Road Warak Way, Westlands PO Box 14806-00800, Wairabr The
principal aclty of the campany 5 thi collecton and distribution of royalties fo members

2. Basis of preparation and summary of significant accounting poligies

Trhese linancial statements have been prepared on a going concern basis and In compliance wih the
International Financeal Reporbng Standsrd for Small and Medium-sized Entities {IFRS for SMEs) issued by
the Intefmational Accounting Standards Board They are presented in Kérya Shillings {Kshs) The
measuremenl basis used is the historcal cost basis excepl whare othenwise slaled in the accounting policies
Frdehoawy,

The estimates and underlying assumptions are reviewed on an engoing basis. Revisions 1o the accouniing
estmales are recognized in the paricd in which the eslimate 15 revised if the rewision affects only that period
or in the peried of revision and future periods if the revision affects both current and future pericds.

{ajRevenue recagrition

Revenue lrom sales of goods is recognised when the goods are delivered and tile has passed Revenue iz
measured at the fair value of the consweration receivable net of discounts and sale related taxes collected
on behali of the Govermment of Kenya

{kBormowing cosis
All borrowing costs are recogrised m profit or boss in the year in which they are incurred

(clacome tag
Income tax expense represents the sum al tha tax currently payable and deferred lax.

The tax currently payable is based on taxable prafil for tha year, determined in accordance with the Kenyan
Income Tax Ack

Delerred mcome tax is recognised on differences between the earmying amounts of asseis and labilities
the financial statements and their corresponding 1ax bases (known as lemparary differances) Defered Lax
Eabilities are recognised for all temporary diffierences that are expecled to increase taxable profd in the
future. Deferred tax assets are recognised for all temparary differences that are expected to reduce faxable
profit in the fwlure and any unused tax losses or unusad tax credits. Deferred tax assals are measured ai tha
highest amount that, on e basis of current or estmated futuse taxabls profit. is more likely than not 1o be
recoverad.

The nel carrying amount of deferred tax assets s rovewed atl each reporting date and is adjusted ta reflecy
he curent assessment of future laxable prols. Any adjustments are recognised in the income staterment
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ANNUAL REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

MOTES TO THE FINANCIAL STATEMENTS

3 SIGNIFICANT ACCOUNTING POLICIES

a. Assels Held for Sale and Investment Property
Property held on operating leases are deprecialed as the lessor has a nght to eventually assume
crweriarship of the assels

by, Appropriation of Surpluses
Subject to withholding tax on Royallies al applicable rales, surplus is distibuted to members as
royalties based on socenlific logs of music plaved by broadcasters Additionally some amount i&
fransfered to Socio culutural account based on a predetermined copyright methodalogy

c. lncome
Incame earnad is brought inte the accounting period on tha following basis:-

(! |ncomes canstitute license fees and royalties and are recognised when there s
contractual ewidencea thal thay have been earned or recewed, which evidence. include
imvaices . direct bank deposils and cash callected,

(i} Gains on disposal of fixed assets include income recened and accrued during the
BCoouniing penod.

(6} Dther incomes include incomes from mambers entrance fees and other miscellaneous
incomeas from interest earned on bank deposits
d. Financial Instruments
A Tinancial instrument is any contract that gives rise to a financial assel of one entity and a tinancial
liability of another entity

Held to Maturity

Held-fo-malurily assels are non-derivalive financial asseis with fixed of determinable payments
and fixed maturity that the Company has the positive intent and ability 1o hold 1o maturity. Were the
Company to sell, other than insignificant amount of held-to-maturity assets, the entire category
would be tainted and reclassified as available for sale. These imnclude treasury bills and bonds

Available for sale

Availatia-for-sate assefs are inancial assels that are nol held for frading purposeas, engnated by
the Campany of held fo matnty, Available-for-sale nvestments are those intended o be held for
an indafinite penod of tme, which may be sold in response o needs for liquidity of changes in
nlerest rales, exchange rales or eguily prices
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ANNUAL REPORT AMD FIMAMNCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2013

NOTES TC THE FINANCIAL STATEMENTS

Financial liabilives are clagsified either as trading financial habilities o other financial habiifies

Recognition and measurement

The Company recognizes assets on the date 1 commits o purchase the assat. From this date, any
gains or losses ansing from changes in fair value of the assels are recognized directly in tha equily
and for fimancial assets al fair valug through profil and loss.

Derecagnition

A financial assal = derecognized whan the company loses contral over the contractual rights that
comprize thal assel, This occurs when the righis are realized, expire or are surrendered, A
finangial kability is derecognized when i is extinguishead

Avalable-for-sale assels and assets held for trading that arc sokd are derecognized and
comesponding receivables from the buver for the payment are recognized as of the date the
Company commits to sell the assets. The Company uses the specilic. identification methed 1o
delermine the gain or loss on derecagnition.

Helkd-to-maturity instruments are derecognized on the day they are transferred by the Company

Identification and measurement of impairment of financial assets

Al each balance sheel date the Company assesses whether there is objective evidence that
financial assets not cared at fair value through profit or loss are impaired. Financial assa1s are
impaired when objective evidence demonsirates thal a less evenl has occurred afler the inital
recagnition of the assel, and thal the loss evenl has an impac! on the future cash flows on the
assel than can be estimaled reliably.

The company considers evidence of impairmant at both a specific asset and collective level Al
ndividually significan! inancial assels are assessed for specific impaimmeant, All significant assais
found nol be specifically impaired are then collectively assessed for any impairment that has been
mcurred but not yel idenfified, Assets thal are nol individually significant ara then collectvely
assessed for impairment by the company together for all financial assels {carried al amortized
cost) with similar risk characterislics.

Chiective evidence thal financial assets (including equity securitbes) are impaired can anclude
default or delinguency by a borrower, restruciuning of a debl by the company on terms that the
comparny woukl ofherwise consider. indications thal a3 deblor will enter bankruptoy, The
dizappearance of an active markel for a secunty, or octher obeservable data relating o a group of
assels such as adverse changes in the paymenl stalus of deblors in the markal, or economic
cordibions that cormalata with dalaulls n The markal
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ANNUAL REPORT AND FINANCIAL STATEMENTS f
FOR THE YEAR ENDED 30 JUNE 2013

HOTES TO THE FINAMCIAL STATEMENTS

Impairmenl losses an assels carned al amorlized cost are measurad as the difference batwaean
the carrying amaourd of the financial assets and the expected recoverable amounl based on the
value of secunties Losses are fecogmzed in prolit or loes and reflectod o an allowance account
againsl The debls.

Imparrment I0Sses an available-for-sale invesimant Securiies ane recognized by IIHHST'ETN‘II] the
diflerence bebween the amortized acquistion cost and current lary value out of eguity 1o profit or
loss. When a subsequent evenl causes the amount of impairment loss on an available-for-sale
debt security io decrease. the impaimmeani loss is raversed thrdugh profit or loss.

Howevar, any subsequent recovery in the fair value of an mpaired available-for-sake aquily
sacurity 1§ recognzed direclly 0 aquity. Changes in impairment provisions attributable o time
value are rellectad as a component of interast incoma.

. Dffsetting of linancial assets and liabilities

Financial assels and labilities are offsel and the net amourl reported on tha balanca sheel when
there s a legally enforceable right to offsel the recognized amount and there is an intention to
satlle on a net basis, or to realize the assal and settle the liabihity simulianecueshy

Tazation

The company surpluses are nol subpecied to ncome lax bul withholding tax s levied an royalbes
paid lo members and reburns 10 Ihe lax aulhonties made appropnalely

., Impairment Losses

Frovesions are recognized when there s a present legal or consirucive obligation as a result of
past events and it is probable that an outflow of resources embodying economic benefits will be
required (o settie the obligation and a reliatde estimate of the amount of the obfigation can be
made

Impairment for non-financial assets

The carmymng amounks of the company's non-iinancial asséts, olher than deferred lax assels, are
reviawed al each reporting date to determine whether there 15 any mdicabion of impairment. IFany
such Indication exsts then e assets” recoverable amount 15 estimatad.

Coash and cash equivalents

Cash and cash equivalents are delined as cash on hand, demand deposits and short teom heghly
liquid mvestments readity convertible o known amaunts of cash and subject o insignificant nsk of
changes in value

Related party transactions

The company disclosas the fpalure and amounts eststandimg at the end of lhe finanoal yvear rorm
transactions with related parties. which include fransactions with directors, employeas and relaled
COMpaniEs
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ANMMUAL REPORT AND FINANCIAL STATEMEMNTS
FOR THE YEAR ENDED 30 JUME 2019

NOTES TO THE FINANCIAL STATEMENTS

Finance charges
Finance charges represent bank and other charges

Comparalives
Where necessary comparatwe figures have been restated, redescribed and or reclassified o
conform lo changes in presantation n he correnl yaar

. Employes Benefits

Company employess confribute 1o the National Social Securily Fund (NSSF) an amount of HKsh
200 per month, an amount similarly contributed by the company for each employes, Addilionally,
it runs a contributory pensians schame whare an employas conlnbites 7.5% of thair basic salary
while the company contributes 12.5% of the employee’s basic salary,

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS
Estimates and judgments are continually evaluated and are based on histoncal expenance and
ather factors, including exparience of fulure svents that are believed to be reasonable under the

Eriti:‘.al.m:::uunt'rng estimates and assumplions

Income taxes

The company is subiect to taxes in Kenya. Significant judgment is required in delenmining the
company's pravision for taxes. There are many transactions and calculations for which the
ultimate tax determination is uncertain during the ordinary course of business. The company
recognizes labiliies for anticipated tax audi issuss based on eshimates of whethey additional
taxes will be due,

writical judgments in applying the eniity’s accounting policies

In the process of applying Lhe company’s accounting policies, directors have made judgmeanis in
datermining .-

1} Classification of tinancial assels;

fith Leasas;

(i) Impairment of assels,

(vy  Moen-curent asseis held o Maturity;

vl MNon-current asseis held for disposal

§ FINANCIAL RISH MANAGEMENT

The Directars have overall responsibility for the establishment and oversight of the company's
risk management framawork

The company s sk management policies are established to denlify and analyze the nsks laced
by the company 1o set appropnate nsk imits and contrals. and 1o monitar nsks and adherence (o
limils, Fisk managemeant pelicies and syslems are reviewesd regularly to reflect changes in market
conditions and the company s aclinbas,
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NOTES TO THE FINANCIAL STATEMENKTS - Continusad

Credil risk

Credil ask iz the risk of fnancial loss to the company ifa cusiomer of counterparty (o 3 financial
mstrument fads o meel ks conbraciual cbhgations, and anses poncipally from the company's
transactions with customers, other nstitutions and investment secunies. For nsk managemeant
reporing purposas, the company conseders and consclidaies all sleamants of Credil nsk exposwe.

Management of credit risk
The company's expasurs (o oredit risk 5 influenced mainly by the individual characteristics of each
customer

The directors have established a credit pobey or standard under which each new customer is
analyzed individually for creditworthiness before the company’s business fransactons are enlered
into and delivery terms and conditions are offered. iniated, executed or effecied. The company's
review includes external ratings. image profiling and public knowledge and In Some Cases
references, where avallable. Credit imits are established for gach customer, which inclodes 3
FAKimum open cailing.

Liquidity risk

Liquidity risk is the nsk that the company will nol be able to meet iis linancial obligationg as they
fall due. The company’s approach to managing liquidity is 1o ensure, as far as passible, that it will
akways have sufficient Bguidity o meel s liabilities when due, under both normal and siressad
gondifions, without incurning unacceptabla losses or nsking damage to the company's reputation

Typically the company ensures that it has sufficient cash on demand to meat expected normal
operational expenses, This excludes the semicing of financial obligations which are separately
planned for. Also excluded are the potential impacts of extreme circumstances that cannot
reasanably be predicted, such as natural disaslers

The rasponsiblity far managing daily liquedity assessment resides with the direciors. However, the
halance shas! quidily management 15 3 companysida Lask

. Currency risk

The company operates wholly within Kenya and its assets and liabilities are carried in the local
currency. The Company i3 nol exposed to foreign currency nisk,

FINAMCIAL RISK MANAGEMEMNT

Operational risk

Crperational risk es the sk of direct o mdirect Hss ansing from a wide vanely ol causes associaied
with the company's processes, personnel lechnology and mirastrecture, and from egtamal faclors
pthaer than credd, market and bquedity risks such as those ansing from legal and regulatory
requirements and generally acceplad standards of carporale behaviar, Operational nsks anse from
all of the company's aperalions
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7. INCOME
Tumeover represents proceeds from license fees receved by the company during the year.
2019 2018
Tia) DISTRIBUTABLE INCOME KShs K5hs
(Ganeral Bcensing income 102,115.437 BS 600 086
Mechanicals rights B.610.552 4,318 455
Broadcasting incoma - 241,000
110,726 029 G0 249 521
Tib) NON-DISTRIBUTABLE INCOME
These included incomes from the following sources durmg the year - -
Membrance enlrance fees! registration Income 1,140 150 T37.485
Income from surcharge 316281 A5 HEEO
Cither Inpcame 34,373 239116
1,450 804 1.042 481
Total Income 112,216,833 91,292,002
8 DIRECT COSTS-COLLECTION COSTS
Marketing and licensing expenses mapping 236,075 1,815 885
Security on collection 8934 952 058,272
Agents cOmmissions 933 495 5,510,736
Advacacy 100,000 3,884 540
8,504,532 12,173,547
g BOARD & MEMEBERS EXPEMNSES
Board expenses 7,023,106 7850417
Membership approval - 1.003, 287
S50 and seminar costs 2,624 904 1,796,162
9.648,100 10,649,866
10 STAFF COS5TS
Salaries and wages A2 BBEZ 397 30,950,801
Fension employers coninbulions 4 528 030 6 507 404
FPension employers (MS5F coninbutions) 168,400 185,800
Perfomance bonus & commissions f 993 4095 5510 736
hedical insurance premums 12,102 1,623,045
64,305,374 94.757.THG

The average number of the employses duning the yaar was %1 (20018 771 Some employvess were
hired after the company was issued with an operating lioense during the year
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11 ADMINISTRATIVE COSTS
Rent and rates
Repairs and maintanance
Llegracialion
Chisturbance ard lerminal bensfits
Telephone, postage and inbermet
Frintng and stationery
Ciffice espansas
Tranapor, travel and accomadatien
Audil lees - exiernal
= internal
Legal fees
NHWEMDETS ani pancdCats
Licenses & parmiis
Subscriphions
Molor vehicles expenses
Fubiications and adverfisemenis
Watar and alectricly
Securty expenzes
Tramning
Cleaning expenses
IT relaled expenses
Amorlization costs
Frovision for doubtful debs
Discount aflowad
MCSE foundationbenovelent expenses

12 FINANCE COSTS

Bank chargesiinance cosls

2014 20186
H.Shs K.Shs
8288 430 O-50%F 16
356 BED 128,910
1.6498 048 1,710, 109
340 835 188 750
2,135,949 3.081 821
2418 421 1.042 074
a0l 465 1,559 401
3,696, 305 Z.500, 382
G60, G568 G40,803
245 000 :
1,256,562 9. 086,192
14 320 B2 660
4449 0AS B3 770
. BS.500
1,348 185 2385 105
1,603 200 | 783,756
3325 474 321,834
171.841 662 BE3
1,862 736 431 880
170,693 153, 156G
927.514 T8 135
857,034 Bal 000
70,163,621 i
1.307 194 1082 988
G2 850 .
~ 101,470,350 38,348,083
1,050,255 30,097
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TAXATION

The company's operaling surplusesfiosses are nol sulyected o income Lax instead witholding
lax 1% retained from any distribulicn to membears and retums liled appropnatsly

TRADE AND OTHER RECEIVABLES

Trade and other debtors
KAMP & PRISK

Siaff debtors

Impairmeant oss provision
Tatal trade receivables

INTANGIBLE ASSETS

Cosi
Additions

Less: Amartization
Balance as at 01.07 2018
Charge Tor the yaar

Matl Book Value 30006 2019

DEPOSITS AND PREPAYMENTS
Deposts - dropping zons

Rant deposit

Security deposit
Eleciricity deposit

20149 2013

KShs HShs

TO 895 053 70554 277
43 B45 272 -

352 492 188 839

115102 817 70.753.116
(70,178,873) :

44,923,044 70,753,116

8 600, 004 7 800,000

245 168 300,000

0 545 168 8,600,000

4 760.000 3.800.000

Q57 034 960,000

5. 717.034 4 760,000

3,828,134 3 840,000

25 Uy 25,299

1,862 822 1,269,370

5,175 35175

5 500 5 500

1,435,344

1,928,796
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HOTES TO THE FINANCIAL STATEMENTS - Continued 2019 2018
17 ROYALTIES PAYABLE KShs KShs
Royakies brought forward A3 225663 45 016 813
Add local rovalties provided Tor the year 47363 7EB 5 BT0 335
80, 520.431 51,887,148
Less Rovalties paxd to members dunng the year (3,347 218) (1,790 150}
lLess Sooo-Cullural payments {3,855 HTE) (6 870,.335)
B3,387, 335 43 226 6E3
Tax on rovalties brought farward 19,500,552 19,500 552
Total royalties 102,887 BET 62,727,215
18 TRADE AND OTHER PAYABLES
Trade payables 112,104 427 B8 225413
Provisions 23,531 103 19,568 780
KAMP Payable 534 604 534 804
Foregn royalies 10613611 2,433,548
CHler Fayvable 2. 316 067 2. 414,067
Audil Fees 1.310.471 1,310,471
150,410,283 94,487,834
19 CASH AND BANK BALANCES
Cash in hand 8377 45,428
Barclays Bank Lid 95,305 14,622
Barclays Bank Lid - Mombasa (441 16,077
Barclays Bank Lid - Marob 71475 180,205
Barclays Bank Ltd - Nyern 13,310 4,041
Barclays Bank Lid - Bungoma 28 789 JBEBT3
Barclaye Bank Lid - Eldorat 25681 31.627
Barclays Bank Lid - Machakos 34,795 21,377
Barclays Bank Lid - Kisumu (2. 797) =
Equity Bank Ltd OF 5,331 32 558
ABC Bank Lid GG, 322 416711
KB Royally distribution (3,358) 8.945
Family Bank 117,104 1444
Mpasa Paybill 47 502 37,505
Mpesa paybill 50464 1 138173 2520
CBA Joint Actaunt 1,765 545 51105587
2,991,214 B,042 518
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i PROFERTY AND EQUIFRERNT Furmiture and DiFhep Cooom prudeed aaned Mator
Filtings Eguiptirmeits Prilers Wahichis TOTALS
Kshs Hihs K&ahe Kahz Hahsg
COST 12.5% 12.5% b ] 5%
Balarge an al 1 Juk 2018 7028, 404 bR 10 171.505 33.518.388 A7 536 7
Sgidinng HEE B0 i 054 8O0 1724 aadq
Dipoeale : . [P0 GEg 993 |20 809
Cash as 3l A0 Jure 2H15 7.E57 Oag _1LB1B3ET 11,237 085 2 528 345 21277, 142
Ascumalaled Depreciatian
Az 1 duly 2018 4328 2049 1431637 B2F9 628 I3 4FE 508 JE90ATT
Oispasals - - {05650, 730, {20,564, 7RO}
Charge Tor The year £33,507 8 454 259 FI0 Fa6RART 1650 048
s at 10 e 3019 4,661,806 1.129.086 9,128,558 1,728,395 T B8 345
Mel Book Valise as ar 30 June 20119 3,035,179 BEHY, 181 III.'I'EIB.-I!L'H' HOO, 00 BEX2, 707
Mal Beak Value 3 at 10 June 308 I A0G TS TE7 B35 lrl_ﬂﬁ? 1,405, E80 B 625657
e —
YEAR END JUNE 2018
Cosl
Hatarice as at 1 July 2097 7025 484 1818 36T 171,595 #F 708328 A6 T2E 734
Sdditians dunng the year = s = |4, 190 008 14 154 000)
ol as al 30 June 2018 T 028 44 1,818,267 10,171,595 23,518 388 47 M T
Accuinalatod Depreciation
Az al 1 Juky 2017 1870 204 974,113 7,397 357 2XAETA 34 200 955
Change far lhe year A, a2 152,519 B3 271 AES Faa 1780109
A5 3l M June 37018 4 238 18 1030632 B2 628 22,422 508 I aorr
Het Bopk Value a5 81 30 June 2010 2500, 175 THY 1,941 867 1,085 &0 &, 626657
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21 CONTINGEN ILITIES
The tolal disclosed contingent liabilities in the lawyers’ canfirmations amount to Kshs. 23.000.000 by
Okubasu & Munene Advocates and Kshs. 4,370,000 by Rombo & Company Advocates in respect of
pofential claims

22 G CONCE

The company incurmed a net loss for the year ended 30 June 2019 of Kshs. 124,484 821 (2018 Kshs.
72,517,722). Also, the company’s current liabilities exceeded its current assats by Kshs. 203 454 216
(2018 Kshs. 78,984 ,121). The directors, have assessad the company's ability to continue as a going
concem and they have no reason to believe that the company will not remain a going concem for at
l2as! twadve months from the date of this statement.

23 INCOR TION
The company is incorparated in Kenya under the Kenyan Companies Act as a private company
limited by guarantee and is domiciled in Kenya

24 CURRENCY
The financial statements are expressed in Kenya Shilings {Kshs).



