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ANNUAL REFORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020

REFORT OF THE DIRECTORS

The Directore subimil their report together with the audied finandal statements for the year snded 30 June 2020
which dsciozse the etate of affairs of the Company.

Principal activitios

The Company is 3 non-profit making arganisation established o administer certain righte granted under the
Copyrighta Act on behalf of mermbers. 1% core mandate is the collection and distrikation of royalies to members,

Resuka

[ a

The nat aurpius for the year of Kshs 875,547 (2019 defict Kshs 124,484,821) has been added fo the accumulated
losges

Impact of COWID-19

In March 2020, the Warld Heaith Organization declared the cutbreak of COW) D-12, & pandemic negatively
affacting worldwide manufacturing and irde and posing the threat of significant disiuption 1o glckal aupply chains,
giobal manufacturing. travel and toursm, invesiment and conaumer spending. COVID-19 did rot have major
impact on the Company’s financal stalermenis during the vear ended 30 June 2020 but the fsct that the CEID-18
Crisis is ongoing and dynamic in naters, we conlifue to sssess the evalving impact of 2OVID-13 on the Company

Statement as disclosure to the Company's suditors

¥ifilh respect to each direcior at the fime this report was approved:

a) There is, 5o far a8 the director is aware, no relevant audit information of which the auditors are Ursrazre: and

b} The person has taken all steps that ought to have teken as a director 6o a2 to be awars of any relevant audit
infarmation ard ta establish that the Comparw's auditor ia sware of that informaticn

Directorate

The dirsctore wha held office durmng the vear and 1o the date of this reporl dre set oul on page 1

Auditars

The company's auditors, Mesars Kreston KM & Co. LLP, have exprasesd their willingness o continue in afice in
actordance with seclion 719 (21 of the Kerwan Companies Act, 2045,

By order of the Board of Directors
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ANNUAL REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020

STATEMENT OF DIRECTORS® RESPONSIBILITIES

The: Kenyan Companies Act requires the directors to prepare financial statements for each financial wear sl give
a true and fair view of the stale of affaire of the Company as at the end of the financial vear and of its profit or loss
For that year. It also requires the desctors to ensure that the Company maintaing proper accaunting records that
disckose, with reascnabée acouracy, the finandal posiion of the Company. The directors ane also rasponsible for
safeguarding the assets of the Campany

The directors acoepd responeiiity for the preparation and fair presentation of fnancal statemenis that are fras
fram malerial misetatement whether dus to fraug or snor They alao accepd responsibilty for

i designitg . implemeanting and maintaining internal conirel relavant to the preparation of the financial
i} sslecting and anplying appropriate accounting policies; and g
{lily  making accounting estimates and judgements that are reasonabile in the circumstances

The: diraciore are of the: opinion that the financial statements give a true and fair view of the state of the fimancial
affaire of the Company as &t 30 June 2020 and of s financial performance and cash flaws for the year thes
ended in sccordance with the Intemational Financial Reperting Standard for Small and Medium-sized Enfities and
the requirernents of the Kenyan Companies Aot

In preparing these financial etatements, the direciors have assessed the Company's ability to continue as a going
concern. Nothing has come to the attenticn af the board of directars ta indicate that the Campany will net remaln a
going concem Far at keast twehie months from the dete af this statemani.

The directors acknewkedge that the indepesdent audit of the financial slatements does not relieve them of their
responsibilities

F ;
Approved by the Board of Direclers on ... "ltﬁ'lzuﬁ and signed an its behalf by:
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MUSIC COPYRIGHT SOCIETY OF KENYA LIMITED dfa)
REPORT OF THE AUDITORS TO MEMEERS OF MUSIC COPYRIGHT SOCIETY OF KENYA LTD
FOR THE YEAR ENDED 30 JUNE 2020

Chijimion
We have audiled e accompanying financal statemente of Music Capyright Society of Kenya Limited sed out on
pages o Mo 20 which comprse the stalornent of financlal posiion as a8t 20 June 2020, the siatement aof
comprehensiva income. the stafeiment of changes in fund, and statement of cass flows for the y=a1 then ended, and
a surnmary of eignificant accounling policies and and ofner axplanatery nates.

In our opinian, the financial statements give & frue and fair wew af e state of financial aftsis of he Comparny as at
30 June 2020 and of e financlal pesformance and cash flows for the yesr then ended i accordance with the
Interralional Financial Reparting Standard for Smell and Mediom-sized Enfities and the Konysn Companies Acl.

Basis of oplnlon

e conducted cur audit In accordance with Infemabens Standards an Auditing (8581, Dur responaibilities under
Ifose standarde are furthes described in the Auditars Responsibilites far Sudit af (e Sinancial Statements section of
our report. We are independent of the company in accordance with the fnlamational Ethice Standaids Board for
Accountans Code of Ethics for Professional Accountants (|ESEA Cedel logather with the ethical iquirsmanie that
&re relevan] Lo our audit of the financial slatemente in Kenya. and we have fulfilled our cther responsibilities in
accordances with these requirements. We believe thai the audit evidence we have obtsined ia sufficient and
appeopniale 1o provide a Basis for our opinion.

Emphasi atber

We draw ablention o note 21 in the financal stalements which indicsies ihat the ompany's current liabilites
mecaadad its curen assels by Kehe. 200,573 852 {2019 Keha, 203,454 215}, At the same time acownulated lossss
as at 30 June 2020 amount fo Kshe. 195120 083 (2019: Kehe. 195888 010!, Thase evens ar conditions indicate
that & material uncedainity exists that may casl significant doubt on the Gompany's ability 10 continue a5 a going
concern. Cur swdit opinian is ned modified in respec of his rmatar,

Cither information

The directors are responsibie for the other mlormation. Cther infannation comprises the Infonmadion included i the
annual reparl, but does nod inclisge e financial stetements asd our audior's repart therenn,

DU opinion on the fnancial statemants does nat cosves the other information and we do not express any Torm of
Agsurance conciusion therean

In connection with gur audit of the finandal statements. our responsibilily s to read the ather information and. in
doing =0, consider whather the other infanmation is matesall inconsistent with the finencial siatements o our
knowledge obdainad in the sudit o otherwise appears 1o be maerially misstated. , bazed on the work we have
pestormsed, we condude that there s material misstatement of this other information. we are raquired 1o regen Dl
1 We have nothing fo ieport in this regard.

The Directors @ responsible for the preparalion and fair prezertation of Lheses financiel statements in gocordance
with the intemational Financial Repoding Standard for Small and Medivm-sizad Entities and the requiremants of the
Keryan Companies Act, and for such intemal comirol as the management deferming necessany fo enakble [he
presparation of financlal slalerments that are free from relerial misstatement. whether due fo fraud er armor,

I preparing the financial statements, the directors are responzitie for aszessing the company's ability 1o confinue 22
8 going concern, disclosing, &5 applicaide, matiers related Lo going concern and using Fe going concant basis o
Actamiing unless the direclors either intend to liquidate the company or 1o cease operations, or have no realistc
albzrnative b 1o oo 5o,



MUSIZ COPYRIGHT SOCIETY OF KENYA LIMITED Ah)
REFORT OF THE AUDITORSE T MEMBERS OF MUSIC COPYRIGHT 30CIETY OF KENYTA LT
FOR THE YEAR EWDED 30 JUNE 2020

Audiore Respadsibilities for the Audit of the Financial Staternents

QOue abjectivss arg 32 obtain reescnsbke assurarce abaudl whethes the fnancial statemsants & @ wiole =0 fes fram
ratenal missEtEment, whelher due o faud or orar and 62 EsUe an sdadiors reparl thet inchedes cur opinion.
Ressonablk aseurancs & a bigh level of assurance. but s nota queraniee thet an aur= conduciad In gooreance wil
155 will abways detect a marerz’ misstatemart whar i esels, Misstalmmends can anse am Fedd of ero: and ane
carsidered rmaterial if, individugily or in 1he eggregate, they coul reasonably ba exzected o irldece [ scoacenic
decigivas af users wkan on the bagls of Mese inancal skalements

O pasct of a0 audit ie accordance wilh 1388, we sxercise profassional luckgment and maintain prafessiznal skaphoigm
fraughdcat 1he gadn. We also.

“Idenltily ard assess the nsks of matanal migetabaman of ke rancial statemands, whethar dus 1 fracd o soar, design
end parfoirn audit procadurss responave 1o thzee risks. and ablam audit ewidence tiatl i@ eullicient and spprapdzi o
provide 2 basis for aur cpinicn. The ek of not detecting a matenal misstatemnent reeulling fom faur is highss 1han far
pre MeEUIng from eTed, as ead rmay nwobe colusicn, forgeny. ntentaral crmissiong, msepresanlsions, o e
zearncs al inkemal cardnal

*Obtsin ar unckeratandiag of irlersal cardral elevant ta ke audit If oder o sesign awdit precadurss that ars
aporeprate Inothe circunslances, bul ned far e pungose of expressing @0 apnion on the effechvenses af the
Comaany's internal cosbrel,

'‘Cvaluele the approprstarass of accounting palicies used and tha reasonatlensess of accounlicg esfimates and
related disclosurars meds by menagemeard.

"Conchude on the aporepraleness of marapement's uge of 1he going concem basis of accourding and, based an the
audi evicense chlaited, whether & matanal uncartainty exials relaled b events or condhizngs that may caet significant
GIULD on the Comparny's abdity (o continue g2 a8 going concern. If we cancluds that @ matarial uncerlairty ssists, we arp
required o drew attantion in our sudibors repect f the elatad disclosurss nothe Fnancial statetens ar, iF suzh
mRCasES e nededuale, o madidy our opinian. Cur conclusiang are based o lhe audit avidencs shiansd up o e
date of aur auditer's epoit. Howeeer, futue svands or conddions may cauge ke Company ta3 cRasa to cordinue a5 8
qaing concarm.

" Evaliale the cverall presentation, siructure 8nd cantenl of (b finarcal skisments, Incusing the diecosunes, and
whiellen the financal statemants raprazent the undedying frarsaciians ard events In & manper thal achioues fer
pieseriatar

Wie communizate wih thase changed won govemanze regarding, ampng athsr matars, the planred scapa and tming
of fhe awdit and signdicand audil findings, insluding any sgnifcard defizisncke 1 inlemal sardral shat we dani®y doriig
our adit

Repart on other eaal reguircments
Az suired by ke Menvan Companias &2, 2015 ws recarn 1o you, based o ous acdil, hat:

1] We heve obigires al the nformalian and exalenstians which 1o fe besl of aur krawladge and balie? wens
recessany for e auposes af aur audil

iy in puropinan Eoner 202ks of sccount have baen kapt by the oompary. 8o far as apaears fam oor axamination
T o beaks: ard
iy e campany's balencs shaed and prodil and less accaunt are in agmament with e Boske of sccounl

The engagement parnar rmepenele for ke sadh esetng 0 his indepeacant audisr's oot B FOPA Dr Gsane
Ko — Piin. B35,

raedpn, Vn e G LLP

Cebfien Public Aozounsarts 1K)
Kairpa

aﬁh:&_ﬁ“ma/;m
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Statement of comprehensive incomsa
2020 2019
Mot KSha K5hs
Gross incoma 3 174 576.314 112,216,833
Direct costs T 7107862 8.504 532
Erard and members expenses B 27,040 381 5648, 100
Staff costs 9 71,980 681 64,305,374
Administiation costs 10 32,109,163 101,470,360
Finance costs 11 1,407 544 1,090,255
Total expenses 138,655,732 185,018,611
Surplusfideficif] before distributian 34,520,552 (72,801,778}
Provision for local distribution (19,487 576) (43,507 890)
Pravision for foreign distribution (10,750, 458) {3, 180,062)
Surplusi{deficity after distribution 4,682,547 (124,489,730}
Chher income
Gain on disposal of moter vehicles - 3,860,787
Less tranafer to socio-cullural fund {3,506,600) 13,855 873)
Surplusi(deficit) for the yvear 875,047 {124,484,821)




MUSIC COPYRIGHT SOCIETY OF KENYA LIMITED B
ANNUAL REPORT AND FINANCIAL STATEMENTS
AS AT 30 JUME 2020
Statemgnt of financial position
Mote 2020 2019
KShs KShs
Mon -current assets
Froparly and equiptment 13 hE32 49 B.622, 77
Intagible assetz 14 4,814 475 &,028,134
10,446,624 10,450,931
Current assets .
Trade and other receivables 15 2,606,828 &4 923 944
Deposits and prepayments 16 2.840,023 1,928,756
Cash and bank balancas 17 10,504,983 2851 214
15,980,834 48 543 954
Total assets 26,407,358 60,294,885
Equity and liabilities
General resenves 2882 725 2,892 725
Accumulated lossas (185,120,063) (195,996, 0-10)
(182,127.338) (193,003, 285)
Current liahilities
Trada and other payables 18 177,045 170 150,410,283
Royalfies payable 19 41 485 526 102,387 837
218,534,696 253,298,170
Total equity and liabilities 26,407,358 €0,294 BAS

The fi_nanc:j;l_,gtaiamants on pages & o 20 were approved for imsua by the bosrd of direciors on
...gJG.....'u,}ﬂ'ﬁHmrkS.. 2021 and were signed on thair behalf by;

........................................... Slgnature. .. D e e
(Mame)
' & = W
Dlractnrt’hMﬂED""'T” ......... Signature. ... 'ﬁ;;“-ﬂ{"‘_—-’* .............
[Mame)
Directotd D5 ¥ . Shldsy & Slgnature, Ly ¥ ﬂ_ A T



MUSIC COPYRIGHT SOCIETY OF KENYA LIMITED Fi
ANHUAL REPORT AND FINANCIAL STATEMEHNTS
FOR THE YEAR EMDED 30 JUNE 2020
Statement of changes in funds
SOCIAL GEMERAL ACCUMULATED
FUMD REZERVE LOSSES TOTAL
Kehs Kshs Kshs Kzhs
2049
Balance as at 1 July 2018 - 2,902 735 §71,811,18%) (65,518 454)
Addibons (2,855 8TE] - - {3,855 878
Dweficit fr tha year : (124,484,321)  {124,484,821)
FPaymanis in tha vear 3,855,878 = - 3,855 878
Balance as at 30 June 2014 - 2892725 [195,996,010) (193,003,285
2020
EBalance as at 1 July 20149 s 2802 755 (195 235.010) (103003235
Adiditions o3, E0E B00) [3.BOa 500
Payments in the w=ar 3,806 800 3,806 B0k
aurplus for the wear - B7S, 247 B7E Sd7

(182,127 338}

Balance as at 20 June 2020 - 2882 T35 (195,120,063}



MUSIC COPYRIGHT SOCIETY OF KENYA LIMITED
ANNUAL REPORT AMD FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020

Statement of cash flows

Changes in operating activities

Surplus! (deficit) after distribution and  before tax
Adjustments for:

Finance cosls

Amortization of intangible assets

Crapreciation

Opeanting surplusfidaficit) befare working capital changas

Working Capital Changjes

Decreasa in sccounts receivable
Increase in deposils and prapaymenis
Increase in accounts payahble

Cash ganeratad from oparations
tDecrepselincrease in rovalties payahle
Cash ganerated from operations

CASH FROM INVESTING ACTIVITIES
Sock cultural payments

Purchase of fixed assets

Disposal of fixed assets

Furchase of intangible assets

CASH FROM FINANCING ACTIVITIES

Finance charges paid
Total cash from finacing activities

MNET CASH INFL OW/OUTFLOW

CASH AND CASH EQUIVALENTS
EBALANCE AS AT 30 .JUUNE 2019

CASH AND CASH EQUIVALENTS
BALANCE AS AT 30 JUNE 2020

Nofe

14
13

13
14

17

2020 2019
Kahg Hehs
4 6BZ 547 (124 489 730)
1,407 544 1,080,255
1,203,618 Bay 034
1,424,740 1,898, 048
4,718 550 (120,744, 393)
42 317116 25829172
{%20,227) (483 452}
26,635,887 55,522 399
638,035 776 B1,258119
76,754,326 (20,488 274)
(61,402 361} 40,160,672
15,351,965 674,308
(3,808 500) (3.8350, 878}
(433 992) (1,724.401)
- 3.890.000
(£, 185 950 (345, 168)
(6,430 552) (2,635 447)
{1,407 644} {1,080 255)
(1,407 B44) (1,090,255
7.213, 768 (3,051,204}
2,951,214 G042 518
10,504,983 2,991 214

The notes and schedules set out on pages 210 20 form an integral part of the financial statements,
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ANNUAL REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020

Gengral information

Music Copyright Saciety of Kenya Limited is incorporated in Kenya under the Kenyan Companies &ct, 2015
A% @ private company imited by guaraniee, and @ domiciled in Kenya. The address of is registered office
and principal placo of business iz Slip Road, Walyaki Way, Westlands P.0O. Box 14808-00800, Nawobi The
principal activity of the company is the collection and distibutian of rovalfies o members.

Basie of preparation and summary of significant acocounting i g

These financial etatements have beésn prepared on 8 going concern hasis and in compliance with the
irternational Financial Reporling Standgrd for Small and Medium-eized Entites (IFRES for SMEs) issued by
the Intemational Sccountng Standards Boardg They are presented in Kenya Shillings (Kshs) The
measurement bagslis used is the historical cost basis except where clherwise stated in the accounting polickes
bl

The estimates and undertying assumptions are reviewed on an ongoing basis. Revisions to the accounting
eslirmates are recognized in the perod in which the estimate is revised if the revision affects only that period
ar Im the pericd of revision and future penads if the revision affecis both curment and future periods.

(ajRevenie recagnifion

Ravenue from sales of goods is recognised when the goods are delivered and fitle haa passed Revenue is
measured at the fair value of the considenation raceivable net of discounts and sale related faxes collected
o1 behalf of the: government of Kenya,

(BB orrowing coszia

All borrening costs are recognised in profit or loss In the year in which they are incurred

felincowre tax
Income tax expenge represents the sum of the tax currenily payable and deferred tax.

The tax curmently payable i3 based on taxable profit for the year, determined in accordance with the Kenyan
Incama Tax Act.

Deferred incorme tax ie racogniesd on differences between the carrying amounts of assets and liabilities in
the financial statements and their corresponding tax bases {known as temporary differences). Defered tax
lishilities ere recognised for all temporary differences that are expecied o increase faxable profit in the
fulure. Deferred tax asasts are reconnised for all temparary differences that are expected to reduce tBxable
il in the fubure and any unused fax losses or unused tax credils. Defermad tax assets are measured at the
highest amaunt that, on the basis of curreni or estimated fulure laxable profit, is more likely than nod 1o be
racoversd.

The net carmying amount of deferred tax assets is reviewed at each reporling date and is adjusted to reflect
e current aszeesment of future tavakle profils, Any adjustments are recognized in the income statement,
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NOTESTOT STATEMENTS

34 BIGNIFICANT ACCOLUNTING POLICIES

a. Assets Held for Sale and Investment Properky
Froperly held on operating leases are depreciated as the lessor has a right fo eventually
assume cwnership of the assets.

b. Appropriation of Surpluses
Subject to withholding tax on Royalties at applicable rates, sumplus is distributed 1o members as
royalties based on scientific logs of music played by broadcasters, Additionally some amdun is
transfered to Socio cultutural account based on a predelerminad copyright methadohogy.

c. Income
Income eamed is brought inte the accounting period on the fallawing basis: -

I} Incomes constifute license fees and royalies and are recognised when there is contractual
avidence thal they have been earned or received, which evidence include invoices, direct
bank deposits and cash collectad.

{lly Gains on disposal of fived assets include income received and accrued during the
accounting penad.

(f) Other Incomes includs incomes from members entrance fees and ather miscellanecus
incomes from interest earned on bank deposits,
d. Financial Instrumenta
A financial instrument s any contract that gives rise to a financial asset of one entity and a3
financial liability of anather entity.

Held to Maturity

Hatd-fo-matunty assets are non-derivativa financial assats with fived or determinable payments
and fized maturity that the Company has the positive intent and abifity o hold te maturity. Were
the Company 1o sall, other than insignificant amourt of hald-ta-maturity assets, the entire
categony would be tainted and reclassified as available for zale. These includa treasury hills and
bands.,

Availabla for sale

Avalahle-for-sale assels are financial assets that are not held for trading purposes. originated
by the Company ar held to maturity. Available-for-sale invastmenis are those intended 1o be held
for an indefinite paricd of time, which may be sold in response to needs for liquidity or changes
in interest rates, exchange rales or equity prices
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ANNUAL REPQRT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020

MOTES TOQ THE FINANCIAL STATEMENTS

Financial iakilities are classified either as trading financial kabilities or ather financial liabilties.

Recognition and measurement

The Cormpany recognizes assets on ihe date # commits to purchese the sssel. From fhis dete. any
gaing of lesses arising from changes in fair valua of the assels are recognized divectly in the equily
and for financial assets at fair value through profit and loss.

Derecognition

A financial assat is deracognized when the company losas control aver tha confraciuel rights that
comprise. thal assetl. This occurs when the rights are realized, expire or are surrendered, &
financial liability iz derecognized when il is extinguished.

Availabla-tor-sale sssets and assals held for frading that are sald are dergcognized snd
comespanding receivables from the buyer for the paymaml are recognized as of the date tha
Company commits 0 sell the assets. The Company uses the specific identification method 1o
determing the gain or kxas on derecagnitien

Hald-do-maturity instruments ang derecognized on the day they are fransfemad by the Company.

Identification and measuremeant of impairment of financial assets

At each balance sheet date the Company assesses whether there is objective evidence that
finencial assats not carried st fair value through profit or loss are impaired. Financial assets arg
tmpaired when objactive evidence demonstrates thal a loss avent has occurred after the initial
recognition of the asset. and that the loss event has an impact on the future cash flows on the
asset than can be estimated reliakbhy.

The company considers evidence of impairmant at both a specific asset and collactiva leval. All
indwvidually significant financial assets are assessed for specific Impairmeant. &1l slgnificant assets
found nod be specifically impaired are then collectively assessed for any impairment that has been
incurred but nat et identified. Assets that are not individually significant are then collectively
assessad for impaimment by the company togather Tor gl financial sssels (caried at emotizad
cost) with similar risk characteristics.

Objective evidance thal financial assets (including equily securities) are impaired can include
default or delingquency by a bormower, restructuring of a debt by the company on terms that the
company would otherwise consider, indications thalt a debtor will enter bankrupley. the
diseppearance af an aclive market for a securily, or other observable dala relating 1o a group of
assals such as adversa changes in the payment status of deblars in the markel, or econcmic
conditions thal correlata with defaults in the markeat.
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ANMNUAL REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020

NOTES TOD THE FINAMCIAL STATEMENTS

Impairment losses on assets camied at amortized cost are measured as the difference betwesn
fhe carrying amount of the financial aseets and the expected recoverable amount based on the
value of sacurites. Lossas are recognead in prefit or loss and reflectad in an allowance eccount
agains the debis.

Impairment lossas on available-for-sale invasirment securifies are recognized by transfering the
difference between the amortized acquisition cost and cumrant falr value out of equity to profit ar
loss, When a subsequent event causes the amount of impaimment loss on an available-for-sale
detif security to decresse, the impainment loss is reversad through profit or loss

Howaver, any subsequent recovery in the fair valve of an impaired available-for-sale equity
sacurty is recognized direcily in equity, Changes in impairment provisions aftributahle o time
value are refllected as a component of inlerest income.

OFsetiing of financial assets and liabilities
Financial assetz and liabilties are offzet and the net amount reported on the balance sheet when

there is & legally enforceable right o offsel the recognized amount and there is an intention o
settle an a nel basis, or to realiza the asset and sattle the liability simutaneoushy.

Taxaticn

The company surpluses are not subjected to income tax but withhaolding tax iz levied on rovalties
paid to members and refums te the lax authorities made appropriataly.

Impairment Losses

Provisiaons are recagnized when there is a present legal or consiructive obligation as a result of
pasl evants and it is probabla that an outflow of resources embodying economic beneafits will be
required to sellle the obligaton and a raliable astimata af the amouent of the obligation can be
made.

Impalrment for non-financlal assets

The camying amounts of tha c::::mpany's non-financial assets, othar than deferred tax assets, are
resdlenwned al aach reporting date to determing whethar there is any indication of impairment. If any
such indication exists then the assets’ recoverable amount is estimated.

Cash and cash equivalends

Cash and cash equivalents are defined az cash on hand, demand depositz and short temn highly
liquid invesiments readily convertible te known emaounis of cash and subject to insignificant risk of
changas in valua.

Helated party transactions

The company disclkoses the nalure and amountz cutstanding at the end of the financial vear from
transactions wilh related padies, which include ransactions with directars, emplovees and related
CeMpanias.
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NOTES TO THE FINANCIAL STATEMENTS

k. Finance charges
Finance charges reprasent benk and other charges

[, Comparatives
Where necessary comparative figures have been restated, redescribed and or reclassified to
confarm to changes in presentation in the curant year,

m. Employee Benefits
Company gmployeas contribute to the Mational Social Security Fund {NSSF) an amount of Ksh
200 per month, an ameunt similary contributed by the company for each amploves. Additianally,
it rures & centributory pensiens scheme where an employee contributes 7.5%. of their basic salary
wihile thes campany contributes 12.5% of the employes's basic salany

4 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Estimates and judgments are continually evaluated and are basaed on histosical experience and
other factors, incheding experence of future events that are believed to be reasonable under the
circurmstances,

a. Critical accounting estimates and assumptlons
Income taxes
The company is subject 1o taxes in Kenya. Significant judgment is reguired in determining the
company's pravision for taxes. There are many transactions and calculations for which the
uttimate tax delermination iz uncertaln during the ordinary course of business. The cOmpany
racognizes liabilities for anficipated tax audil issues based on estimates of whether additional
taxas will be due,

b. Critical judgments in applylng the entity’s accounting policies
In the process of applying the company's accounting policies, directars have made judgmants in

dedarmining;-

1i) Classification of financial assets;
il  Leases;

(i} Impairment of asasts:

(b} Mon-current assels held o Maturity;
(v} MNon-current assets hald for disposal

5 FINANC|AL RISK MANAGEMENT

The Directors have overall responsibility for the establishment and oversight of the company's
risk manageameant fremework.

The company's risk managemen! policies are established to idenfify and anakvza the risks faced
by the company. to set appropriate risk limits and confrols, and to monitor risks and adherence to
limits. Risk management policies and systems ara reviewed regularly to reflact changes in market
conditions and the company's aclivities,
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MOTES TO THE FINANCIAL STATEMENTS - Continued

Credit rigk

redit risk is the rsk of financial loss to the company if a customer or counterparty to a financial
instrument fails to meet itz conbiactual obligations, and arses prncipally from the company's
Iransactions with customers, other inglitutions and investment securities. For sk management
reporting purposes, the company considers and consolidates ail elements of credit risk exposure.

Management of credit risk
The company’s exposure to credit risk is influenced mainky by the individual characteristics of sach
customer.

The directors have esteblishad a credit policy or standard under which each new cuslomer is
anahyzed individually for craditworthiness befare the company's business fransactions are entered
into- and delfvery tenms and corditions are offered, inftisted, executed or effected. The company's
review includes external ratings, image profiling and public knowledge and in same cases
references, where available. Credit limits are astablished for each customer, which includes a
maximum cpen cailing.

Liguidity rizk

Liquidity risk is the risk thal the campany will not be able to meet its financial chligations as they
fall due. The company's approach to managing liquidity is to ensure, as far as possible, that it will
ahwvays: have sufficiant liquidity to mest its liabiliies when due, under both normal and siressed
cenditions, witheut incurring unscceptable losses of fisking damage to the company's reputation,

Typically the company ensures that it has sufficlent cash on demand to meet expectad nomal
operational expanses. This excludes the servicing of financial obligations which are separately
planned for, Also excluded are the polential impacts of extreme circumstances that cannot
reasonably be predicled, such as nalural disasters,

The respongibility for managing daily liquidity assessment resides with the directors. However, the
balance sheet liquidity managemant is a camparmywide tash.

. Crrrency risk

The company oparales wholly within Kenya and its assete and lisbilities are camied in the local
curreney, The Company is not exposed to farsign cumency risk.

Operational Hsk

Dperaticnal risk ig the risk of dirac or indirect loss anging from a wide variety of causes associated
with the company's processes, personnel, lechnalogy end infrasiructure. and from extarnal factors
olher than cradit, market and liquidity risks such as thase arising from legal and regqulatary
requirements and genarally accepied standards of corporate bahavior, Operational risks arise fram
all of the company's cperations.
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NOTES TO THE FINANCIAL STATEMENTS- Continued

&, INCOME
Tumuower represents proceeds from license feas racaivad by the company during the year.
2020 20119
6{a) DISTRIBUTABLE INCOME Kshs Kehs
General licensing income 150,877,971 102,115,437
Mechanicals nghts 11,397,325 28,610,552
Broadoasting income 8,235, 063 -
170,508,358 110,726,029
6{b) NON-DISTRIB LE INCOME
These included incomes from the following sources during the year : -
Member entrance feas/regisiration income 2370177 1,140,150
Income from surcharge 774,654 16,281
Cther Income 023,124 34,373
4,067 955 1.480.804
Total Income 174 576,314 112,216,633
¥ DIRECT COSTS - COLLEC TOW COSTS
Markaling and licensing expenses mapping 2,745,507 538,075
Zecurity on collection G52 526 034 062
© Agents commissians S61,830 8,933, 4595
Advocacy 2,835.000 100,000
7,107,863 8,504,532
B BOARD AND BERS EXPENSES
Other board expenzes 4,995 550 1.888,186
AGM and saminar costs G575 0595 2624 394
Finance, hurman resource and administrative Z.451 425 BET,THO
Honorarium, gratuily and arrears 11,721 431 1,467 138
Membarship approval 1,261 980 2,980,032
27,040,381 9,648,100
& ETAFF COSTS
Salaries and wages B0 B35 541 59,595 852
Pension emplovers confributions 4 501.953 4,528,980
Pansion emplayers (NS5SF contributions) 163 800 168,400
Medical insurance premiums 5639 351 12102
71,8080 681 64,305,374

The average number of the employess during the yesar was 70 (2018:51).
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2020 2014
Kshs Hshs
10 ADMINISTRATIVE COSTS
Rent and rates £.818,581 B 2BE 430
Repairs and maintenance 130,534 306,660
Cepreciation 1,424,740 1,698 048
Disturbance and teminal benefits 406,540 348,885
Talaphone, postage and infarnst 2,331,750 2,135,845
Prinfing and stationery Q07 247 2418421
Oifica expanses a74 270 a0, 465
Transport, travel and accomadation 4 T2 786 3542 056
Audit fees - extarmal TG 328 723817
- inermnal 280,000 245 000
Legal feas 4,523 258 1,256,562
Wewspapars ard pedodicals 30,520 14,320
Licenses and permits 2,179 385 449 035
Subscriptions 27,806 -
kator vehicles expenses 1,171,840 1,249 185
Publications and adverisamants 170,151 1,603,209
‘Water and electricity 8o 7o8 125474
Smourity expensas 4,000 171,841
Training 1.313.779 1.5962 736
Cleaning expenses 83,083 170,603
IT related expenses 1.680 357 027,514
Amarization cosis 1,203,618 857,034
Unexplained debits in closed bank accounts writhen off 1,254 BE4 -
Impaired debts provision - 70,153,621
Discount allowead - 1,307,194
Consuftancy 55,5868 -
MCSK foundelion'banevalent expenses a0, 100 E2,850
32,109 163 101,470,350
11 FINANCE COSTS
Bank chargesfinance costs 1,407 G44 1,090,255

12 TAXATION

The compary’s operating sunpluses/iosses are not subjected to ncome tax. Instaad withalding

fax i retained from any distribution to members and retums filed appropriatedy.
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13 PROPERTY AND EQUIPMENT

CasT
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Acddiliane

et e Al A0 dure 2020
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Chane tor e yaar

A Al 30 ane 2

Mat Brak Value a5 at 30 June 2020

Mt Dok Walae gs gl 30 Jore 2079

YEAR END JUHE 2018
Cioad
Halar<e as at 1 July 2018

AcGilicns durkg T year

DEposalk
Caglae at 30 une A]1H

Accumalated Depresiation
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[Eposalks
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7,700,350 1,818,267 11,6458 3428 P R e e
4, BTS00 1,128,058 b,128, 258 TTEE3ES 164545, 345
Iy 55147 58,515 2000 1 L34 740
T 1215231 8,587,773 1 E2E.305 18173085
2,850,448 £03,054 1,770,569 600,000 5,632,039
3,060,178 FHE TH1 2, 43T B a00 B G2 TET
7028, 454 1,518,767 160,171, s 23 518 AN 43,505,734
GEif G 1,055,800 5 1. 7440
: - E G RN AGE) (20,889,595
TEATORE  _ 1,E10.287 11,897,385 Z 522 395 FEFARLS
4 0 1,0 EaE 1,225 628 22422 505 35 EN0TT
. . . {12 Sl TR (20,860, 780
413 54 A 454 £95.530 DHEGET 18%3.045
B 465 906 1, 126056 8,128 058 2T2E 305 1E4idA, 345
3,035,179 EE9.1E1 2,090,437 BOOONG BT TOT
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NOTES TO THE FINANCIAL STATEMENTS - Continued
2020 2019
Kzhs Kzshs
14 INTANGIBLE ASSETS
Cost G545 1648 2,600,000
Additicns 2,188 980 B45, 168
11,735,128 5 545 168
Less: Amorbization
Balance ag at 01 July 0717034 4, TE0,a00
Charge for the year 1,203,618 957,034
5,920 653 . 717,034
Het Book Value as at 30 June 4. 814,475 3,828,134
15 TRADE AND OTHER RECEIVABLES
Trade and ather debtars TO481 643 70, BEL 053
KPM receivables 2014 454 43 845 2T2
Siaif debtors 288 604 352 492
72785701 115,102 B17
Impaeiment loss provision (70,178,573; (P78 673
2 606,828 44, 823 844
16 DEPQ3ITS AND PREPAYMENTS
Depoeits - dropping zone 25294 25,250
Rent deposit 1.872. 710 1.882 822
Securily deposit 5175 35,175
Electricity deposit 5,500 3,500
Prapaid licensa B10. 335 -
2,848 023 1,928, THG
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18

19

CASH AND BANK BALANCES
Cash in hand

Absa Bank Kenya PLC

Ahsa Bank Kenya PLE - Mombass
Absa Bank Kenya PLC - MNairchi
Ahsa Bank Kenya PLE - Nyeri
Absa Bank Kenya PLC - Bungoma
Abza Bank Kenva PLC - Elderet
Ahsa Bank Kenya PLC - Machakos
Absa Bank Kenya PLC - Kisumu
Equity Bank Ltd OF

ABC Bank

KCE Royalty disiribution

Family Bank

Mpesa Payhill

fipesa payhbill 504641

MCEA Joint Account

LSBT Bank - Fided Dopasil Acoaunt

TRADE AND OTHER PAYABLES
Trade payables

Frovisians

KAMP payable

Foraign royaltas

Ciher payables

Sudit fees

i IES FAYAELE
Fovalties brought fonsard
Add: Royalties provided for the vear

Less: Rovalties paid to members during the vear

Lasz: Sopio-cultural paymenis

Tax on revalties rought forward
Ta= on royalties for curmant yaar
Total Royakties and tax payable

2020 2018

Kshs Kshs

2,385 B.AaTT
1,670.542 99, 305
; (441)

- T 4TS

3 13,310

= 28 780

- 26 681

- 34 795
. {2,797)

: 5,331

a0 601 bEG, 322
: {3,358)

237.01M 117,104
168,798 o7 502

Gd 328 138,173
733044 1,785 646

5.802 353 -

10,504,983 7,891,214
123,058,264 112, 1044 427
39 537 407 23,531,103
a3d 604 o G0d

10,648,737 10,613,611
2473830 2,316 0687

79E,328 1,310,471
177049170 150,410,283
53 387,335 A3.226 663
21,671,074 47,363,768

105,058 409 80,590,431
(B3,425,208) (3,247 218)
(3,808, 600) (3,855 B7H}
17 526,601 B3.38T,335
19,500 552 19.500.552

4,158,373 :

41,485 526 102,887,887
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20 CONTINGENT LIARILITIES

1

According 1o ibs corfirnstons froee the Iewyers acing tor the Compeny there are varicus mallers gerding n courl which
rmay lead 1o liabiiles T decded againsl fe Cormpany. Mo crovesiar has besn made in thase soonunss ie espec of a0y
izhiltes thal may erise ouwl af lhess cazes as the direcars are of the vies et tess lablies @il nol crgstslise i 1ha
foremarabile fusurm

GOING CONCERN

The Comparye cwment lsbiloee axeeded (ks cument &sse1s by Kshe 202,573,832 (2019 Kshs, 203,464 218). As al 30
Jure accdamulaled oases grounl o Kehs 195,720,035 (2019 - Kghs 195 298 310). The Repgalasor thrawgh a Ietter dated
10dh December 2020 withdrew the Campar's pperaing licence, Howeves through & courl ondes inthe High Court of
Macheacs dated 284k Decemnber 2U20 & consarveiony arder sugpending the secigizn al the Reguialor was granled perding
merparlies hesrirg o directons: Al hese mabers mawe the genyg oorcarm of the compary deoabul Gairg ceacem of the
busiress is highly dependent an coatnued =uppens oy tie membars, cragitars snd financers and the rainstatameant of the
Company's operatng lesnse by the Requieior afsr final datarmnmstizn of the panding caur cage.

The Board slans 1o refum the Comgany tack 1@ predilabilty hroogh vanous sinslegies, key of whizh ame
1. Feleing through on Bl zhe strabagies thal weara pud in paEce tor 2020 bul wene pugpended gue o lhe SOWID-1R
pandemic in 20230 ard have tern Tully esecded in 2021

2. Uperalicnatzabcn af the siready exaculed painership ebwesn the CMOs. hough KECGED and HTSS nowhich
BICEE wil have mobike alficesidesks al al e NTEA Molor Wehicle Inspechon Gemes acmss the coontry. This veill greatiy
reducs the pasts of oparations and attha same fimes raising revanuas ‘rom tha ranspo sactor;

4. Redusing eoerational coste through the converston of the fleld staff to comirission-bazed agants, thus reducing the
fierd posts elemiens;

£ Enferzing compianca by the Brogdcasters 1he! kad been sugpeaded due o the Covid pandemic in 3320, which wil
generate mare revenue far MOSKE

a. Implementbrg the already ragoiiaed sarrership vwih the g0k ellfectwe fam Janaary 20271 whichowill considersly
enhanze cormpliance by Pe joersees:

G Corlinued angagament with the vapaid suppliers and ciher cradiors 1o sgrae on suitabs neqotisted setiemente, sno
aka negodiate ard heve the casas i cout setted out o cost;

¥, Aogressively anhancng metksing snd ter puslic Swsreness campakgne in the nasy yesr 2021, This b aksa be gone
thraugh cdoss callaborabion with sll the relevanl govereren agenges, REZOBRO, Minstiy of ICT and 1he poice.

A, Pursiing fub rastarstion of the opareting loarsa by e Bequlstor

in view of the forepaing, the directlors consider d apprepriate 2 prepare the firancial satamants on 3 geing sencem besis

22 IMPACT OF COMID-19

In Merch 2020, tka Weord Health Organizetion saderad the sutbeesk of SOVID-D, & pardernc repately &leclicg
wordiwice manofaciaring and trade ang aosing the thiesl of sgrifocand disruplion o ghobal supple chairs, glabal
mmdaciuring, fravel and lourism. nvestment ard corsumer sgending. Whilke COWVIE-1% did net hava 8 majer impecs on
the Corpeny's finarcial stataments duting ths year erded 20 Junes 20200 the tack that (he COVID-19 anigis is ongaing and
GVAEMIC 1 neture, the dinectors canfinue 16 aesage 1ha avosang impact of COWVE-18 on e Corrpany.

22 INCORPORATION

The compary s incorporeisd in Karmea under tha Manvan Companies Ao &5 & pivale compary limited by guarenbae gad is
damizied i Kerya.

24 CURRERGY

The Fnancial slatemens ars expressad in Kenye Shilings (Kshs).



