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INTRODUCTION

MUSIC COPYRIGHT SOCIETY OF KE-NYA is registered under the Companies Act (Cap 486 ol
the laws of Kenya) as a Cornpany Limited-by Guarantee. ii is a Non-profit makingt"rL.ting M"n"g"r"nt
organisation for Authors, composers and publishers of musical works.

Its main mandate
to distribute the
Organisations

is to collect royalties in public performance and Broadcasti ng, on behalf of its members and
same to its members, based on the professional rules of Copyright Collective Management

The Society also represents in Kenya the interests of other i
through reciprocal agreements

Societies

Music Copyright Society of Kenya aims ar building, mobilising, Musical

fraternity within Kenya, intetratint, sustaining and enhancing their earning for their works.

Our Vision

Make life better for those who make living beautiful

Mission
To be a world class African society that meets members' expectations with a commitment to sound
manatement, cost effective seryices based on business ethics and vdues.

These values include fairness, integrity,, teamwork and commitment to service

Historical background

The society was registered in l9B3 as a company under number c.5/g3

The first directors were as follows:

l. Mr. Laban Juma Toto (Composer Musician)

2. Mr. David Amunga (Composer Musician)

3. Mr. Rajab S. Chumbii (Musician)

4. Mr.Daudi Kabaka (Composer Musician)

5. Ms. Betty NjeriTett (Producer)

6. Mr. Griffith Justus Siboe(Director of Culture)

7. Mr. Rautta Athiambo (Civil Servant)

8. Mr. Robert Noel Simpson (Business man)

Since then, the society has grown in leaps and bounds in spite of many challenges and it is moving to treater

heights to achieve its objectives
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NOTICE OF 22NDANNUAL GENERAL MEETING
NoTlcE ls HEREBY GIVEN that the 22Nd Annual General Meeting of the Company shall be hetd on

Thursday January 26'h,2ol2 at christ the King cathedral Hail, Nakuru from l0 a.m. to discuss

the following Agenda items;

l. To read the notice convening the meeting;

2' To Confirm the minutes of the last Annual General Meeting and discuss matters arising;

3. To receive Chairman's Report;

4' To receive and adopt the Audited Accounts for the financial year ending 30th, June 20ll;
5. To appoint Auditors;

6. Election of Directors;

7' To consider any other business for which due notification will have been received 4g hours before the
date of the Annual General Meeting;

8. To consider the following special business;

To adopt proposal for the formation of members' budget committee.

ll. To discuss formation and structures of the McsK's FouNDAToN.

lll' To discuss and adopt any ProPosals to amendments of Articles of Association that may be sent by 2gth,

December 2011.

By Order of the Board

MARTHA MAINA

COMPANY SECRETARY

December l6th, 20t t.
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Good Morning to you dear beloved members'

Before I begin my address to you all, may I first kindly

r"qr"* you- all to stand so that we may observe one-

.iiu," ,il"n." in honour of our twenty two members(see

"i,"ih"J 
rit.l who have departed since the last Annual

d"n"t"ir"J.ing and indeed in honour of our beloved late

ir."ai"." form-er Chairman, the late Habel Kifoto (14)'

iAf;;l;rae silence) May God rest his soul in eternal

Peace

CHAIRMANS REPORT

Hamjambo tena.

Maganzo
& Director

interests of both our
through and the Past
seeing us to this daY.

I am however glad and proud to stand. here.before you today to rePort that despite the challenges that we

have faced, we still managed as a board t" rti;i;;"li"r ,na'r.""r the society away from the ferocious tide'

as you will shortly.""'iio, .f," report.t".'i-*ifriir"' l, it the.custom, I will endeavour to highlight the

various areas of p".ro.r"r." within ttre socieiy io'. 
" 

b"a,", understanding of the activities carried out in

the Past year.

MembershiP

The membership of the Society grew to 5,726 members as at the close of the last financial year as compared

to 46r9in the previous financiar year. This,ii".1"J 
" 

g.on * by il07 members, refrecting 2396% growth'

The growth in membership is indeed 
" 

positi"" Sln for"the Socilty as it does show the confidence that the

Kenyin musicians have in the Society'

Collections

The collections of the Society saw further growth to Kshs2l6' 970'983' which was a growth of Kshs

llAlgA'zCompared to the previous nn"n.i"i'[ii*rt"- ktrt' i85'551'521 Was collected' This reflected

a percentate growth iirc,.Sl'y".Out of this ".trn., 
Kshs 16,356,123 was attributed to surcharge amounts

It is however critical to note that, the Society's license to.collect was irregularly revoked by the Kenya

Copyright Board. n, i."rria, on" "r 
out t"y t"*..of income, continued to lose ground' Operating

income was also affected by increased ror, ,"til. particularly in our collections arising from inflation due to

the global economic .riJr.'o"rpil the difficult year we have seen our society continue.to register growth

and ensure rr" ."."in'p-rJil;[. iil";".y r-, tt 
" 

grobar economic crisis wis srow and it certainly did not

arrive in our region during the period'

We are however currently sorting out the issues with the Kenya-Copyright Board and.we have received a lot

of cooperation from a-t Lrir. io"Li"g ah-ead, .rl" .ft" issues arl fully ies6ked' we shall endeavour to collect

the pending license fees from the last financial year'
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Distribution

The amounts of money reserved for distribution to members also increased from Kshs 45,000,000 toKshs' 59,981,894.T11t^.*.: an improvementfrom the previous financial y"... ir,i. *erefore marked animprovement by 33.29% of amounts reserved for distri'bution compared to the previous financial year.ltsimply means had ou-r operations not been affected, this year we would have been ialking of reserving closeto Kshs 100, 000,000 for distribution to our members and affiliates. Members , indeed this figure is accurate
as it compares fully with our budget for the last financial year where we fully aihered to the 6udget , "rlrJexpenses were as projected , and the same to income and distribution .

Expenses

The expenditure for the Society stood at Kshs 152,474,323). This reflected a growth by Kshs 14,g34,4g3,compared to the previous financial year. The percentage growth as such was 10.79%.

As earlier mentioned this expenditure was within the budget for the Society and reflected expenses for aperiod of l2 months as opposed to the collections, which wEre for 9 months. A rrri" piit of trre expenaiturewas incurred in items that foster growth 
1n tfre Society such as Capital *r";?i,:; and infrastructure

developments as you will see from the Audited Accounts and other 
"r,p"nJiIr." 

i"i"t-ing to members forexample Annual General Meeting and seminar expenses . I am however glad ao ."pori ihat in terms of ourstrategic plan, we are now through with most of these items of capidl and lnii"rtirctrre developmentexpenditure. excePt maior expense of purchase of a building, which had u""" 
"a"pi"d 

by members at the20th Annual General Meeting held in Kakamega

You will also see within the Audited Accounts items of expenditure such as depreciation, impairment losses,and such items, which consume much into the expenditure budget. Members, I would lile you to note thatsome ofthese items are not actual expenses incurred but have to-be reflected in the accounts as expenditureitems because of the accountint rules and principles. I am taking some time to explain this because there
h.as always been a misconception that the Societi is merely rp"niing money, in factthis issue was stated atthe lastAnnual General Meeting by one of the memb"..,inl as suih lwould like to make it clear, and asyou will see from the Audited accounts that not all items listed as expenses are actual incurred expenditure.lf you were to therefore look into the actual administrative costs, you- will note that they are not as high ashas been portrayed previously. I therefore urte you members to cirefully look at tne AJaitea accounts andeven as our newly appointed auditors come to present the Accounts to you, you can then ask any quertion,that you may have regarding the accounts.

Budget

I have today chosen to talk a little about the budget and the budgeting process at MCSK , firstly becauseit touches on the exPenses that I have mentioned-in the precedini paragraph and also because it is one ofthe issues that is to be discussed within the atenda items of the day . The budgeting process at the societyis steered by the Finance and lnvestment cJmmittee, which is a committeJof tIe board comprising ofspecialists with accounting and finance knowledge, and by the management of the Society, led by the GeneralManager.

Ln 
the. last financial y:"t the teams presented a budget to the board that we operated on for the fullfinancial year. As earlieG mentioned, within the.budgei, or. 

"nti.ipated 
collection was Kshs 306,5g0,000and surplus Kshs 153,729,889.06 Expenses were Kshs-t 5i,850, | 10.94. Effective next financiat rea' we intendto incorporate members to be appointed by you, as part of a budget committee, whose role would be toens.ure that the budget is properly prepared-ahd taking the generaimembershp ."n.iJ"i"tion, and furrherand more importantly to ensure thit the Society op".it", iithin its budget.

Dear members, this fully goes to show the open attitude that we have with you and to show that we havenothing to hide in the Society- These are part of the reforms that we are proposing towards having an evenmore transParent Society..l do as such hope that at the time of discussing tirir agina" item, we shall havea positive attitude and look towards the better good of the Society, and not for individual interestsyaani,tusiweke siasa.
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Conclusion
Finally, before I call in the Auditor to take us through the Accounts, I again wish to thank you all for coming

for this 22nd Annuar Generar Meeting. r tn"nt'i* ?"r being atrentive ai r read the report, and pray to God

to continue giving us strength and wisdom to prevail'

GOD BLESS YOU ALL.

AHSANTENISANA

Signed: Mr MICHAEL MAGANZO

I

ACTING CHAIRMAN, MCSK

2?D AI,INIIAL GENERAL MEEflNG



I

1

COMPANY INFORMATION

DIRECTORS
: Habel Kifoto, HSC - Chairman
: Michael Maganzo Njehia
: Tom M. Kodiyo
: Stanley Kimaiyo
: NaomiNyongesa

: Albert Gacheru
: C.D.M Kiratu, OGW
: James Mutisya

: Dorcas Odege (Department of Culture)
: Maurice Okoth - GeneralManager

BANKERS:
NIC Bank
: Westlands Branch

: Nairobi
Equity Bank
: P.O.Box 75104 - 00200
: Community Centre
: Nairobi
Standard Bank
: P.O.Box 30003-00t00,
: Ukay Centre Branch,
: Nairobi
Standard Bank
: P.O.Box 14.t38 - 00800,
: Westlands

: Nairob

REGISTERED OFFICE AND :
Music Copyright Society of Kenya Ltd

PRINCIPAL PLACE OF BUSINESS
: P.o. Box 14806 - 00800
: Maua Close, Westlands
: Nairobi , Kenya.

COMPANY SECRETARY:
: Martha Maina,

: Martha Maina & Associates
: p.O. Box 19143 _ 00202
: Nairobi.

(With effect from 24th May 20lt)

EXTERNAL AUDITORS : lrlaritimes Associates
: p.O. Box Bt6 _ 00200
: Odyssey plaza, South B

: Nairob: Nairobi
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DIRECTORS' REPORT

The Directors submit their report together with the audited financiar statements for the financial year

ended 30thJune 2011.

PR!NCIPAL ACTIVITY

The company is a non-profit making organisation established to administer certain rights granted under the

copyrights Act on behalf of members. rts core mandate is the corection and distribution of royalties to

members.

RESULTS

The results for the year are as set out on page 6'

DIRECTORS

The directors of the comPany who served during the year are as shown on page 7'

The company is a non-profit making organisation established to administer certain rights granted under the

Copyrights Act on behalf of members' lts core

mandateisthecollectionanddistributionofroyaltiestomembers.

AUDITORS

The company auditors, Messrs Maritimes Associates appointed during the year have expressed their

willingness to continue in office in accordance with Section 159(2) of the companies Act

ffi
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STATEMENT OF DIRECTORS' RESPONSIBTLITIES

The Companies Act requires the directors to prepare financial statements for each financial year that give

a true and fair view of the affairs of the compan), as at end of each financial year and of its profit or loss.

It also requires directors to ensure that the company keeps proper accounting records that disclose, with

reasonable accuracy' the financial position of the company. They are also responsible for safeguarding the

assets of the company.

The Directors responsibility includes: determining that the basis of accounting described in note is an

acceptable basis for preparing and presenting the financial statements in the circumstances; designing,

implementing and maintaining internal control relevant to the preparation and presentation of these financial

statements that are free from material misstatement, whether due to fraud or error; selecting and applying

appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances.

The Directors accePt responsibility for the annual financial statements, which have been prepared using

appropriate accounting policies supported by reasonable and prudent judgements and estimates, in

conformity with lnternational Financial Reporting Standards and in rhe manner reguired by the Companies

Act' The Directors are of the opinion that the financiat statements give a true and fair view of the state of

the financial affairs of the company and of its operating results.

The Directors further accePt responsibility for the maintenance of accounting records which may be relied

upon in the preparation of financial statements, as well as adequate systems of internal financial controls.

The Directors have made an assessment of the company's ability to continue as a going concern and have

no reason to believe the company will not remain a going concern for at least the next twelve months from

the date of this statemenr.

The financial statements were approved by the Directors for issue on
were signed by:-

t4-. 2011 and

Director Mr+rAELN .T,M^u.*|, Signature H9.s," Lr^

Director ed c,*c*r

2? AIINUAL GENERAL MEENNG
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REPoRToFTHEIND-E-P-E-NPENT_AuP!Ip.RSToTHEMEMBERSoF
Musrc copyiEi-i-s-ciclEiV'o'F KEilvA-lt-o As AT 30th ruNE 20t I

This report is made solely to the members of Music Copyright Society of Kenya Ltd' (the "company")' as a

body corporate, in accordance with Section 159 of the Comlanies Rci (Cap 486)' Our audit work has been

undertaken so that *" ,ilfta state to the company's memb'ers those matters we are required to state to

them in an auditor's r"p.ia 
""a 

f"r no other puriose..To the fullest extent permitted by l1w' we do not

accept or assume responsibility to anyone other t'han the company and the company's members as a body

corporate, for our audit work, for this rePort, or for the opinions we have formed.

Report on the financial statements
We have audited tne nnarrciat statements of company set out o! Pates 6 to 2l which comprise the Satement

of Financial position 
"t"i 

ltaf, pne 201 l,and the ba.i"r"nt of Comprehensive lncome, statement of changes

in equity and Statemeni of Cish flows for the year then ended, and a summary ol significant accounting

policies and other explanatory notes.

Directors' responsibilities for the financia! statements
As stated on page 3, the directors are responsible for the preparation and fair pr-esentation of these financial

statements in accordance with lnternationai-Financial Repoiting _standards 
(irRS) and in compliance with

the requirements of the Kenyan companies nii. rnis respon-siSility includei: designing, implementing and

maintaining internal control ielevanttb the preparation and.fair piesentation of financial statements that

are free from materi"i ,irra"a"rents, whether due to fraud or error; selecting and applying appropriate

accounting policies; and making accounting estimates that are reasonable in the circumstances'

!ndependent Auditor's responsibility
Our responsibility is to express an opinion-oi these financial statements based on our audit' We conducted

our audit in accordance with lnternational Standards on Auditing. Those Standards require that we plan and

perform our audit to obtain reasonable "sur"n." 
whether thJfinancial statements are free from material

misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the

financial statements. itl frll"arres selected depend on our iudgement, including the assessment of the

risks of material misstatement of the financial ,t"t"."ntr, wneinei due to fraud or error' ln making those

risk assessments, we consider internal control relevant to the entity's PreParation and fair presentation

of the financial statemlnts in order to design audit procedures that are aPProPriate. i1 the circumstances'

but not for the purpose of expressing 
"n 

.!ini"n oh-the effectiveness of'the entity's internal control' An

audit also includes 
"r.trrting 

ih" .pp-rop.iateness of accounting policies us.ed and the. reasonableness of

accounting estimates made by ln"n.g"rn"nt as well as evaluatiig the overall presentation of the financial

statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our

opinion.

Opinion
ln our opinion, the financial statements as set out on P"89: 6 to 9 when read together with the notes

thereon, give a true 
"nJ 

f"i, view of ttre Rnanciat position o-f the.company.' ls at 3qth June 201 l' its financial

performance and its iash flows for the year then ended in accordance with lnternational Financial Reporting

btandards and comply with the Kenya Companies Act'

Report on Other Legal and Regulatory Requirements
nr l"qrir"a by the f"ny"-n CompanieiAct, basld on our audit, we rePort to you thati

i. We have obtained all the information and explanations which to the best our knowledge and belief

were necessary lor the purposes of our audit;

ii. ln our opinion proper books of accounts have been kept by the company' as far as it appears from

ourexamination of those books; and

iii. The financial statements of the company are in agreement with the books of account'

r'nE[h"a,
naruma, Aa.octrt . C.raltt.d

Publlc Accountents

I.TEID

orr., &-.- L-riJ- ?-l lL - - - - - - -

E
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MUSIC COPYRIGHT SOCIETY OF KENYA
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MUSIC COPYRIGHT SOCIETY OF KENYA

NOTES TO THE FINANCIAL STATEMENTS

I. REPORTING ENTITY

(i) Registered Office and principat place of Business
The reporting entity is Music copyrighi soiiety of Kenya tta, wnose registered office and principal place ofbusiness is as shown on page l.

(ii) lncorporation
The company is registered as a limited liability.company, limited byguarantee and is incorporated in Kenyaunder the Kenyan Companies Act (Cap. 496), Laws'of k;;r;. 

--

(iii) Domicile
The company is domicired in Kenya and carries out its business in Kenya.

(iv) Statement of Compliance
The financial statements are in compliance with the lnternational Financial Reporting Standards (lFRs).

2. BASIS OF PREPARATION

(i) Basis of preparation
The financial statements are prepared under the historical cost convention, as modified by the revaluation

;l;[l"il ?,rf6:o 
and equipment at fair value and 

"'" i;;"rptilnce with rnternationar ririancli R6;;;

(ii) Use of estimates and judgments
The preparation of financialstatemeits in conformity.with IFRSs requires the use of estimares and assumptionsthat affect.the reported amounts of assets and liabilities and discLsures of contingent liabilities at the dateof financial statements and the reported amounts of revenues and expenses during the reporting period.Although these estimates are based on the directors' best hoJ"ag" of crrr"ni ";:";; actual results mayultimately differ from those estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to the accountingestimates are recognized in the period in which the estimate is revrcea if-the revision affects only that periodor in the period of revision and future periods if the revision 
"n".ir 

both current 
"nJ 

rrirr" periods.
(iii) Functional Currency, presentation and precision
The financial statements are presented in Kenya shillings, t"rii.r, it the company's functional currency. Thefinancial statements have been stated to the nearest shir-ring.

3. SIGNIFICANT ACCOUNTING POLICTES

(a) Assets Held for Sate and tnvestment property
Property held for sale is not depreciated since they 

"." 
t 
"ta 

tn . t"rpo.ary basis.

(b) Revaluation reserye
Gains or. Losses arising on revatuation of equity investments are appropriated into the Revatuation Reservesaccount.in the year they arise through the income Statement. Thoie arising from revaluation of fixed assetsare credited to the General Reserve Account.

(c) lncome
lncome earned is brought into the accounting period on the following basisi

Incomes constitute license fees and are recognised when there is contractuat evidence that they havebeen earned' These are invoices raised, direci bank a"porits 
"ialash 

coilecieJ. r.i . p"riod of threemonths the company lost a significant portion of incomes when-their license was not ilsued by KenyaCopyright Board.

Gains on disposal of fixed assets include income received and accrued during the accounting period.

G 2?D ANNUAL GENEBAL MEENNG ffi
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lll. Other incomes include incomes from members entrance fees and other miscellaneous incomes from

interest earned on bank dePosits'

fl":'":ll|n:1ljn:itif:i.tfn.rr., that gives rise to a financial asset or one entitv and a financial liabilitv

of another entity.

'#;i::"rrffi:Ig 
"." 

non-derivative financiar assets with fixed or determinable Payments and fixed

maturity that the Comp"ny has the positive intent 
"na 

ability to hold to maturity' Were the Company to

sell, other than insignificaria "rorna'of 
rrerd-to-ma*ri.y "rr".t,.the 

entire cateSory would be tainted and

ie.iarrinea a, araita6te fo. sale. These include treasury bills and bonds'

-Available for sale
Avoitoble-fonsole ossetsare financial assets that are not held for trading PurPoses' originated by the company

or held to maturity. Available-for-sale investments are those intend"?'to b" held for an indefinite period of

time, which may be sold in resPonse ,o n""at fot liquidity or changes in interest rates' exchange rates or

equity prices.

Finonciol,iobi,ities are classified either as trading financial liabilities or other financial liabilities'

- Recognition and measurement
The Company ,".ogiii", .rr"* on the date it commits to purchase the asset' From this date' any gains or

rosses arising from changes in fair varue of *" "rr"* 
are recognized directry in the equity and for financial

assets at faiivalue through profit and loss'

- Derecognition
A financial asset is derecognized when the company roses contror over the contractual rights that comprise

that asset. This occurs when the rights are ieaiized, expire or are surrendered' A financial liability is

derecognized when it is extinguished'

Available-for-sale assets and assets held for trading that are 
-sold 

are derecognized and corresponding

receivables from the buyer for th" p"yr"nJ"." ."i"i"it"d as of the date the Company commits to sell the

assets. The Company uies the specific ia"niintiti"n riethod to determine the gain or loss on derecognition'

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

.ldentificationandmeasurementofimpairment.offinancialassets
At each balance sheet date the Company 

"rr"rr"'i 
whether there is obiective evidence.that financial assets

not carried at fair varue through p.ont o.'ilrr-"L irprired. Financiar assets are impaired when objective

evidence demonstrates that a loss event has-occurred after the initial recognition of.the asset' and that the

loss event has an irp".a "iat " 
r*rt" ."rhho"r, on the asset than can be estimated reliably'

The company considers evidence of impairment at both a specific asset and collective level' All individually

significant financial "rr"it.r" 
assessed f;t il;idilfii.."nt' All significant assets found not be specifically

impaired are then ;;iil;"t;r."*"a r* ""i 'rp"i.r"n.. 
that hai been incurred but not yet identified'

Assets that are not individually significana 
"r"'atr"ir 

collectively assessed for impairment by the company

together for all financi;l ";;;i.;ied 
at amortized cost) with similar risk characteristics'

objectiveevidencethatfinancialassets(including.equity.securities)areimpairedcanincludedefaultor
delinquency by a borrower, restructu.injoliaEU.by.ln" to'p"ny on.t"i't that the comPany would

otherwise consider, indications tt at a aedtor will entei bankruptcy, th" dit"pp""rance of an active market

for a security, o. oai,"," observable a.t" ."t"tinfao 
" 

g.orp. of asseti such as adverse changes in the payment

status of debtors in the markea, o. 
".onorrc 

ionditLns ihat correlate with defaults in the market'

lmpairment losses on assets carried at amortized cost are measured as the difference between the carrying

amount ofthe financial assets and the 
"tp".t"a 

recoverable amount based on the value of securities' Losses

are recognizea in profit or loss and reflected in an allowance account against the debts'

t, -

ffii
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lmpairment losses on available-for-sale investment securities are recognized by transferring the differencebetween the amortized acquisition cost and current fair value out of equity to profit or loss. When asubsequent event causes the amount of impairment loss on an available-for-saie debt security to decrease,the impairment loss is reversed through profit or loss.

However, any subsequent recovery in the fair value of an impaired available-for-sale equity security isrecognized directly in equity. Changes in impairment provisions attributable to time value are reflected asa component of interest income.

(e) Offsetting of financial assets and liabilities
recognized amount and there is an intention to settle on a net basis, or to realize the asset and settle theliability simultaneously.

(f) Taxation
The company surpluses are not sublected to income tax but withholding tax is levied on royalties paid tomembers and returns to the tax authorities made appropriatelf 

-

(g) lmpairment Losses
Provisions are recognized when there is a present legal or constructive obligation as a result of past eventsand it is probable that an outflow of resources embolying 

".onori. benefiis *iri u" ."q;ir"a to setrle rheobligation and a reliable estimare of rhe amount of the'obiigJon ."n be made.

(h) lmpairment for non-financial assets
The carrying amounts of the company's non-financial assets, other than deferred tax assets, are reviewed ate.ach reporting date to determine whether there is any indication of impairment. lr an/ suctr indication existsthen the assets' recoverable amount is estimated.

An impairment loss is.recognized if the carrying amount of an asset or its cash-generating unit exceeds itsrecoverable amount. A cash-generating unit is the smallest identifiable 
"rr"t 

tr,"i!"n;;:. cash flows andare largely independent from other asiets of company. rrp"i.m"ni torr", 
"." 

.".L!iii"J i" profit or loss.lmpairment losses recognized in .respect of cash-gener"ri;; ;it; 
";e 

ailocated firsito reduce the carryingamount of any goodwill allocated to the units anJthen to-reduce the carrying "r"*t .i the other assetsin the units on a pro-rata basis.

For propert;r and equipment, the fair value is determined by the company's contracted qualified valuersbased on an open market value basis.

() Castr and cash equivalents
Cash and cash equivalents are defined as cash on hand, demand deposits and short term highly liquidinvestments readily convertible to known amounts of cash and subiect to insigniiicini iirt of changes in

(j) Related party transactions
The company discloses the nature and amounts outstanding at the end of the financiat year from transactionswith related parties, which include transactions with direc-to.r, e.ploy"es and relatJJiompanies.

(k) Finance charges
Finance charges represent bank and other charges.

(l) Comparatives
Where necessary comparative figures have been restated, redescribed and or reclassified to conform tochanges in presentation in the crirent year.

(m) New standards and interpretations
The following are neYv standards and interp.etations specifically affecting the presentations of the FinancialStatement of the company.

Financial assets and liabilities are offset and the net amount reported on the balance sheet when there is alegally enforceable right to offset the
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IFRS 8 Operating Segments
(Effective I Jonuory ZO1gi'introauces the "management approach" to setment reporting' IFRS I does not

have any impact o" .iJ'.i*p;y'r;;;;.i"i'loi"."nt, ,in." the compiny does not oPerate in different

business setments.

IFRIC t2 Service Concession Arrangements.
(Effecdve I January zoog)-pi"ria"s guidancJon cerrain recognition and measurement issues that arise in

accounting for public-to-private service. concession arrantements' IFRIC 12' which is mandatory for the

company,s 2009 finanii"f .o."r"nts, does ;;; hr"; "nyiff"tt 
on the financial s*tements because the

.orp"ny has not entered into any public - to - private service concessions'

4. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Estimates and judgments are continually evaluated and are based on historical experience and other factors'

including experience oifrar." events ti',"t 
"re 

believed to be reasonable under the circumstances'

(a) Critical accounting estimates and assumptions

1ffi".T;rffisubiect to taxes in Kenya. Significant judgment.is required in determining the company's

provision for taxes. There are many t.an.a.tioi, and calculltions for which the ultimate tax determination is

uncertain during the ordinary course of bu.siness. The company recognizes liabilities for anticipated tax audit

issues based on 
"sti.at"s 

oi wtrettter aaaitionai taxes wiil U6 aue' 
-Wf'ere the final tax outcome of these

matrers is. different tiirltt" amounts tt at w"i" inltiatty recorded' such differences will impact the income

tax and deferred a", pio"lri"ns in the period in which iuch determination is made'

(b) Critical iudgments in applyi.ng the entity's accounting policies

ln the process of applying the company', "..o*ainjpJti.i"t, 
directors-have made iudgments in determiningi

l. Assets;

ll. Leases;

lll. lmpairment of assets;

IV. Non-current assets held to Maturity;

V. Non-current assets held for disposal

5. FINANCIAL RISK MANAGEMENT

The company has exposure to the following risksi

. Credit risk

. LiquiditY risk

. Market risk.

. OPerationalrisks

The Directors have overall responsibility for the establishment and oversightof th-e company's risk management

framework. The company's risk management;;ilJ";; istablished 
t6 identify and'analyze the risks faced

by the company, - ,"I i'ppi"p.iri" ,irt limitJ and controls, and to monitor risks and adherence to limits'

Risk management policies and systemr."r" .""Lrt"a t"t'l"tfy t" reflect changes in market conditions and the

companyt activities. f6i c".p"ny's directors o,"""f and monitor compliance with the risk management

policies and procedu.", "J .&1"* ttre aaequacy of the risk managementiramework in relation to the risks

faced by the comPanY.

gl"fJ:fi:.,1t?1" .,rn of financiar ross to the company if a customer or counterparrv.to a financiar

instrumenr fails to ,"".ii, contra.tu"l outigiiions, 
"na."rir". 

principally from the company's transactions

with customers, other institutions ana inr"sim"nt securities. For risk ,inag"m"nt reporting purposes, the

.o.p"ny considers and consolidates all elements of credit risk exposure'

T 2P NINUAL GENERAL MEENNG 6
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Management of credit risk
The companyt exposure to credit risk is influenced mainly by the individual characteristics of each customer.The directors have.establis.hed a credit policy or standari under which each new customer is analyzedindividually for creditworthiness before tlt .orp"ny's business transactions are entered into and deliveryterms and conditions are offered, initiated, executed or effected. The company;ri"ril* includes externatratings, imaSe profiling and public knowledge and in some cases references, where available. credit limitsare established for each Credit risk is the rij-k of financial loss to the compan), if a customer or counterpartyto a financial instrument fails to meet its contractual obligations, and arises_principally from the company,stransactions with customers, other institutions and inves-tment securities. For ris'k .an"g"r"nt reporting
PurPoses' the company considers and consolidates all elements of credit .irt 

"rposrre. 
customer, whichincludes a maximum open ceiling.

(b) Liquidity risk
Liquidity risk is the risk that the company will not be able ro meet its financial obligations as they falldue. The companvt approach to manaiing'riquidity i, to 

"nrri", ;;;; ilffi: ir,"i ,. wi, arways havesufficient liquidity to meet its liabilitiei vihen due, unaer both'normal and stressed conditions, withoutincurring unacceptable losses or risking damage to the company's reputation.

Typically the company ensures that it has sufficient cash on demand to meet expected normal operationalexPenses' This excludes the-servicing of financial obligations which are separately planned for. Atso exctudeda.re the potential impacts of extremL circumstanceithat cannot reasonably be predicted, such as naturaldisasters. The responsibility for managing daily liquidity 
"rr"s."na resides with the directors. However, thebalance sheet liquidity management iia iompanywide task.

(c) Market risk
Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates andequity prices will affect the companyt income or the value of its h'oldings oinn"n.i"t instruments. Theobjective of market risk management is to manage and control market risk exposures within acceptableparameters, while optimizing the return.

lnterest rate risk
This is the risk of loss from fluctuations in the future cash flows or fair values of financial instrumentsbecause of a change in market interest rates which affects the company's investmena, 

"na 
borrowings.

lnterest rate risk is managed principally through monitoring the company's interest rate risk exposurewithin self-imposed parameters over a range of 
-possible 

charie, in ina"r"ra .","r.
Equity prices
lThe company is exposed to price risk in respect of its investments in quoted shares. The exposure to pricerisk is managed primarily by setting limits on the percentag" ;i; assets available for benefits that may beinvested in equity, and by ensuring sufficient diveisity of th-e investment portfolio.

Currency risk
The company oPerates wholly within Kenya and its assets and liabilities are carried in the local currency. TheCompany is not exposed to foreign currency risk.

6. FINANCIAL RISK MANAGEMENT

(a) Operational risk
operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated w1hthe .company's processes, personnel, technology and infrasiru.tu.", 

"nd 
from external factors other thancredit, market and liquidity risks such as thoseirising from legal and regulatory r"qrii"r"*s and generallyaccepted standards of corporate behaviour. operati6nal risks-arise froir all 

"i,r,il"rpany,s operations.

The company's oblective. is to manage operational risk so as to balance the avoidance of financial tosses anddamage 
.t9 !h: company's reputatio-n with overall cost effectiven"i, and to avoid control procedures thatrestrict initiative and creativity.

The ultimate accountability for operational risk manatement within the company rests with the Directors.conseguently, the levet of risk that the company accepts, together with the'basis for managing those risks
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is assigned to the company's chief Decision Maker. This responsibility is supported by the development of

;r;;;fr standards for the management of operational risk'

(b) Capital Risk Managemgl1 
.. Safeguard the company,s ability to continue aS a going concern and comply with the requirements

of the ComPanY's Act;

. provide optimum returns for its shareholders and benefits to other stakeholders;

. maintain an optimal gearing ratio both to support the development of its business and to reduce

the cost of capital, when necessary'

The company is registered as a company.limited by guarantee and hence no share capital' Therefore capital

risk management requirement is not applicable'

7. INCOME

Turnover represents proceeds from license fees recorded from invoices, cash and cheques received by the

company during.h" y'"'";.';=;;;il,';-"-;" .orp.ny had no operating ricense for three months at which

dme no income was accrued, hence the income recoried relates to a period of nine months only'
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"P9*l.i,::l|i Ii.il,

APPOINTMENT OF AUDITORS
The company auditors, Messrs Maritimes Associates appointed during the year have expressed their

willingness to continue in office for the ensuing year in 
"c.oid"n." 

with seition 159 (2) of the companies Act'

ELECTION OF DIRECTORS

The following are the candidates nominated for the regions shown below .

Central Region MembershiP No'

l. Michael Niehia Maganzo 504

2. George Maina Wahome 709

Eastern/North Eastern Region

463I. Lazarus Muoki Muli

2. James Mutisya Maweu 550

Coast Region

l. Aidan Sango Agava 596

2. Francis Ochilo Odera 193

Rift Yalley Region

l. Daniel Kipkemboi Langat 356

2. Bernard Amuchizi Mukaisi 420

Western Region(without preiudice)

l. Joseph Shisia Wasira 607

2. NaomiW. Nyongesa 403

The following list of candidates qualified as Directors during the nomination Process Pursuant to the election

rules

Nairobi Region

l. Albert Gacheru Kiare

2. Christopher Mwaura Kiratu

Nyanze Region

l. Tom Mboya KodiYo

Membership No.

328

r05

308

E*

ffi'
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7Io Consider the following Special Business;
i) To adopt proposal for the formation of members' budget committee,

' lts proposed that the regionat committee members (or a section of their membership)forms a budget membeis committee.
ii)To discuss formation and srructure of the McsK FouNDATION
ii)To discuss and adopt the following proposals to amendments of Artictes of Association;

Proposals to amend the articles of Association
l' IhI article l(xxvii) be amended uy. t!" deletion of the word "branch" and the addition of the words"which will work under the Regionil Director(s)"

The new Article will read thus: "committee Member" rneons o member elected os a representotlyeof the members in hislher reglon in the reglonol committee, whtch wlll work inder the RegionolDtrector(s)

2' That.Article 32 (b),(iii) be amended by the substitution of the word 'one' wirh .three, so that rhe newarticle will read as follows;
"THREE consultant Directors who posses s.knowledge and expertrse, whlch the Governlng councilmay need to resource upon from time to time,,
Also amend Article 32 (b) (iii) (1, 2 and 3) to read as followsi

I ' The duration of office of these Directors shall be determined by the Governing council but shallnot exceed Three (3) years.
2' These Directors shall not be eligible to vie for the positions of the chairperson or viceChairperson of the Governing Council.

3.

4.

l. First
o.

b.

The Governing Council may.revoke the appointment of any consultant Director at any time bya resolution passed by a majority of its members and thai aecision shall be communicated inwriting to him/her within twentyfour (24) hours.

3. That Article 59 be amended as follows:

Proposal
That the numbcr of Natrobl cornrnittee rnernbers in Arttcles 59 (c) be reduced fromTWENTY (20)toTEN (t0).
rhot the number of the other Regio ns be reduced from TEN (to) to FrvE (s)

2. Second Proposat
o' That artlcle-i? (b) be amended by the additton of the words nwhtch sholl work under theguldonce of the Regtonot Director(s)" so os to riod os foilows:

"There sho.ll be seven (-l) Regtong!Committees, whlch shall workunderthe gutdonce ofthe repective Regional btreitor(s),,
b' Thot Artlcle 59 (f) be amended by substttutlon thereof of the word ,,Three- (3)wtth"ONE,, (l) yeor so as to reod os foitows;_

"Reglonol committee member sholl serve for o 
-t-ym of one (t) yeor ond anysuch rnembe r shall bceliglble to yie for the position for onother iour (4) yeo;;'; - '''

OR 'to serve for a term of one (l) year and no limit as to terms,,
oR " to serve for a two (2) year term and eligible to be elected for another two terms.

', t -.1 2P AI,INIIAL GENENAL MEENNG I
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' : 'i rf.i I i.f ,t11

3. That Articles 59 (i) be amended by the substitution of the words "Regional-committee" with "Ad-Hoc

committee,, and the a"r".i.l Lt.he word ,l;il;;ilion" and fimitailon of term thereof, so as to read

as follows;
,,The initial Ad Hoc Comrnittee thot porticip-ote! -in the. drofting of the omendment of the

memorondum ondorticles of Associati"ii"ii"t *ill be reta.lned for ironsition ond consultotion in

droftingof the "rririon"Jies 
ond r"grtrtioii'1ir o peAgd of oie (l) yeor or unti.l the election of

the Regionol committee members puriuontto these ottic'"t whlchever cornes eorlier"

4. Thot articte 59 be odded o new sub -orticle to reod os follows;

59 (k) That ony regionol committee member who wishes to vie for o position in the Governing

C"iirtt sholl flnt"Jtig, os o member of the regional committee'

ffi
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Maurice Okoth
Chief Executive Oflicer

Peter Enyenze
Senior Regional

Manager-Nairobi Region

Jackline Oduol
Regional Manager-Coast

foshine Mwendwa
Ag Regional Manager Eastern

MCSK MANAGEMENT TEAM

Raphael Ndegawa
lnternal Auditor

Joram Kipkemboi
Financial Accountant

George Diang'a
Regional Manager

Jane Wandigah
Ag Regional Manager-Central

Merit Wambati HR &
Adminstration Manager

Moses Maiyo Documentation &
Distribution Oflicer

Sarah Bondi
Regional

James Oenga
Ag Regional Manager Nyanza
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