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KEY ENTITY INFORMATION AND MANAGEMENT

(a) Background information
Through the Legal Notice No.103 of July 18, 2008, the then Meru College of
Technology was upgraded to a constituent college of Jomo Kenyatta University of
Agriculture and Technology and renamed Meru University College of Science and
Technology. On March 1, 2013, the University College acquired its fully-fledged
university status and became Meru University of Science and Technology. The
University is located 16 km from Meru town along Meru-Maua road in Meru County,

Tigania West Constituency.
The University has the following schools, Institutes and Campuses
Schools Institutes & Campuses
e School of Agriculture & Food Science e Sanitation Research Institute
* School of Business & Economics e Mariene Research Institute
¢ School of Computing & Informatics e Town Campus: Center for continued and
* School of Education professional studies

e School of Engineering & Architecture
¢ School of Health Sciences

¢ School of Pure & Applied Sciences

e School of Nursing

e Marimba Learning Centre

Reuben Marambii Library

g,




Meru University of Science and Technology
Annual Report and Financial Statements
For the year ended June 30, 2022

(b) Principal Activities

The principal activities of the University are to:

a)

b)

d)

Provide and advance university education and training to appropriately qualified
candidates leading to the conferment of degrees and award of diplomas and certificates
and such other qualifications as the Council and the Senate shall from time to time
determine and in so doing, contribute to labour market needs;

Play a leading role in the development and expansion of opportunities for higher
education and research in agriculture, forestry, mining, energy, water and
environmental sciences on arid and semi-arid lands;

Contribute to industrial and technological development through innovations and
technology transfer;

Contribute to agricultural, industrial and technological development of Kenya in
collaboration with industry and other institutions through transfer of appropriate
technology.

(c) Key Management

The University’s day-to-day management is under the following key organs:

- University Senate
- University Management Board
(d) Fiduciary Management

The key management personnel who held office during the financial year ended 30t June
2022 and who had direct fiduciary responsibility were:

No. Designation Name

1.

Vice Chancellor Prof. Romanus Odhiambo

Deputy Vice Chancellor (Administration, Finance

2. and Planning) Prof. Charity W. Gichuki
. i A ic, h
3 Ag. Deputy che C?lancellor (Academic, Researc Prof. Simon Thuranira
and Students’ Affairs)
CHRP, Dr. Elijah
4. | Regi inistrati i
egistrar (Administration and Planning) Walubuka
5. Ag. Registrar (Academic and Students’ Affairs) Dr. Stephen Karanja
6. | Finance Officer CPA Nephat Njeru
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(e) Fiduciary Oversight Arrangements

Audit Committee of the Council activities
The Audit Committee of the Council assists the Council in fulfilling its responsibilities with
respect to accounting and management control, and financial reporting. Specifically, the
Audit Committee is responsible for overseeing:

e The internal audit function and the work of external auditor,

e That the system of the management control in the University is robust and effective

and protects the assets of the University on a reasonable and economic basis,
* Ensures that financial information is reliable and accurate,
* Monitors compliance with laws and regulations,

* Provides for proper authorization and recording of transactions.

(f) The University Headquarters
Meru University of Science and Technology
Physical Address: Meru-Maua Road, 16 kilometres from Meru Town
P.O Box 972 - 60200, Meru

(g) The University Contacts
Telephone: (254) 0704 508 454
E-mail: finance@must.ac.ke, vc@must.ac.ke

Website: www.must.ac.ke
P.O Box 972 - 60200, Meru -Kenya

(h) The University Bankers

1. National Bank of Kenya - Meru Branch
P.O Box 1774 - 60200, Meru

2. Kenya Commercial Bank Ltd- Meru Branch
P.O Box - 178 - 60200, Meru

3. Equity Bank -Makutano Branch
P.O. Box 3137 -60200, Meru

4. Cooperative Bank- Makutano Branch
P.O. Box 1328-60200, Meru

(i) Independent Auditors

Auditor General
Office of the Auditor General,
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()

Anniversary Towers, University Way,
P.O. Box 30084 GOP 00100,
Nairobi, Kenya

Principal Legal Adviser

The Attorney General

State Law Office

Harambee Avenue

P.O. Box 40112 City Square 00200
Nairobi, Kenya

vi
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THE UNIVERSITY COUNCIL
The University Council is the University’s highest governing body, responsible for setting

the general strategic direction of the University, for ensuring proper accountability, and for
the management of its finances, property and investments and the general business of the
University. It approves the University’s key policies and plans pertinent to its three core
functions: teaching, research and public service. In this regard, the University Council
makes sure that the University always maintains high standards in the three core areas
mentioned above. To ensure that MUST really does this, the Council reviews its
performance from time to time. It also appoints persons to various leadership positions in
the University.

The Council’s conduct of business is guided by University Act No. 42 of 2012, Mwongozo
Code of Conduct 2015, Commission for University Education Regulations and Standards
2014 and MUST Charter.

The University Council is composed of a Chairperson and eight other members. All the
members other than the Vice Chancellor are drawn from outside the University. The Legal
Officer serves as the Secretary to the Council.

The following are the Council members who served during the period:

CURRENT COUNCIL MEMBERS

PROF. BOSIRE MONARI MWEBI, PHD-CHAIRMAN OF COUNCIL

Prof. Mwebi holds a PhD degree in the area of teacher
. education and a Master in educational administration of
. Post-Secondary Education, both obtained from University
of Alberta, Canada. He possesses a Bachelor of Education
degree with a specialization in Economics and History from
the University of Nairobi.

' Prof. Mwebi is an internationally renowned expert in the
| field of teacher education and curriculum development

based in Kenya and Canada. He has been a University

Professor of education and currently works as an
international consultant in teacher education and curriculum related disciplines. Prior to joining
independent consultancy in 2018, Prof Mwebi was an Associate Professor, Faculty of Education,
St. Francis Xavier University Canada. During his tenure at St. Francis Xavier University, he was a
visiting Professor, School of Education, Kenyatta University (2011 -2012) and at the Center for
Research for Teacher Education and Development, University of Alberta, Edmonton (2015).

Vii
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Prior to becoming a University Professor, Prof Mwebi was a High School Teacher, District
Inspector of Schools (Murang’a) and Deputy District Educator Officer (Embu), Ministry of
Education, Kenya. He served as a University Professor for 15 years.

Prof Mwebi has been a member of a number of scholarly associations to include’; The Canadian
Society for the Study of Education (CSSE); Canadian Association for Teacher Education (CATE);
Physical Education and Health Canada; Member, and Atlantic Interdisciplinary Research
Network (AIRN). He was a founder Chairperson of Kenya Community in Greater Education
(2003-2004) and is an active member of the Association of Kenyans in Alberta (AKA).

He was appointed Meru University of Science and Technology Council Chairman on 2nd
December 2020.

ENGINEER MURIIRA M'MBWIRIA - COUNCIL MEMBER

Engineer M'Mbwiria was born in 1946. He holds (the
equivalent of) a Master’s degree in Electrical Engineering
(Power option) from Giessen - Friedberg University of
Technology, Germany. He is a registered engineer by
Engineers' Registration Board.

He taught at a national polytechnic before joining the
private sector from where he gained over thirty years’

experience in engineering and management. He is also

involved in private consultancy in the field of metrology
equipment and systems.

His three-year term as a member of the Council started on 10 March 2020. He chaired the
Human Resources Committee during the year.

STEPHEN KIMANI GATAMA - COUNCIL MEMBER

Mr. Stephen Gatama is an Advocate of the High Court of Kenya.

He holds a Master of Laws (International Commercial Law)
degree from the University of Cape Town and a Bachelor of
Laws Degree from the Nelson Mandela Metropolitan
University, South Africa as well as a Postgraduate Diploma
in Law from the Kenya School of Law.

Mr. Gatama has over ten years’ experience practicing law
in a wide array of organizations including a law firm, in a
corporate set up and in a development finance institution.

y
%

N

cross-border transactions, energy, PPPs, infrastructure, mining and extractives, competition

He has advised clients both in the public and private sector

on matters including but not limited to commercial law,
law, property and real estate. He is a member of the Law Society of Kenya, East African Law

viii
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Society, Institute of Directors of Kenya and International Bar Association amongst other
professional bodies. He is presently a partner ina leading law firm in Nairobi where he heads
the Corporate/Commercial Practice Group in addition to providing consultancy services to
various organizations.

His three-year term as a member of the Council started on 10 March 2020.
DICK WASWA WEKESA - COUNCIL MEMBER

Mr. Waswa holds a Master of Business Administration
from United States International University. Further,
he holds a Bachelor of Science degree (Biochemistry)
from University of Nairobi.

He is currently a Management Consultant with
expertise in Marketing, Communication and Corporate

Finance acquired through 20 years’ experience in
Commercial sector (Fast Moving Consumer Goods,

Pharmaceuticals, ICT and International Standards) and

the International NGO development space. He has held
top leadership roles at World Bicycle Relief (US NFP) as Country Director and GS1 Kenya
Limited. Prior to these, he held senior Marketing roles at Sameer Africa limited and Kenya
Network information Centre (KeNIC. Ke Registry).

He is a member of the Marketing Society of Kenya (MSK). He has contributed to
development of Kenya Tea Branding and Packaging strategy and adoption of technology in
driving uptake of Teas amongst Millennials and Global competitiveness under the
Agricultural Food Authority (AFA). He has been involved as a key marketing resource
person and speaker during regional conferences by EATTA in Nairobi (2018) and Kampala
(2019) themed on enhancing tea uptake amongst Millennials and 21st Century customer
marketing strategy. He was also instrumental to empowerment of students through
programs implemented by World Bicycle Relief, Ministry of Education and International
Development Partners where thousands of school going students benefitted by overcoming
the challenge of distance.

Mr. Waswa’s three-year term as a member of the Council started on 10 March 2020. He
chaired the Finance Committee of Council during the year.
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PAULINE JERUTO KURGAT- COUNCIL MEMBER

Ms. Kurgat holds a Master of Arts degree in Project
Planning and Management from the University of
Nairobi and a Bachelor of Arts with a linguistic
concentration from Moi University.

She has over Sixteen years of proven track record of
front line experience in Policy Execution at the
Operations and Marketing Division of National
Hospital Insurance Fund where she was a champion
of Performance Contracting, ISO and OHASAS. She
also has over three years’ experience in Customer

Relations whilst dealing with people from diverse
cultural backgrounds and direct sales for advertising television airtime and consumer
goods at Nation Media Group. She is an associate member of the Marketing Society of
Kenya and a Certified Computerized Secretary.

She is currently a board member of the Elgeyo-Marakwet County Public Service Board. She
has previously served in the same county as member of the Public Service Board in the
County Assembly. She has served in the boards of Tambach Teachers College and St.
Alphonsius Mutei Girls High School.

Her three-year term as a member of the Council started on 10 March 2020.

DR. NAOMI KIPURI - COUNCIL MEMBER
Dr. Kipuri was born in 1952. She holds a Ph.D. in
Anthropology. She speaks Maa (Maasai language)
| Kiswahili, English, French (reading knowledge). She
attended University of Nairobi and graduated with a, B.
, Ed. Education, Literature and Linguistics (1975). She
- later attended Temple University in Philadelphia, USA,
' where she graduated with a MA & later a Ph.D. in
. Anthropology (1989).

She worked as a teacher at Narok Secondary school
(1975 -1976) then at the Kenya National Archives as
Head of Oral Traditions Division (1976-1979). She has also worked in the following
places;University of Nairobi as a Research Fellow/Lecturer, Institute of African Studies
(1979-1990); Coordinator, Arid Lands Resource Management (ALARM), Network for
Eastern Africa; Executive Director and Arid Lands Institute, an NGO working on Policy

and Pastoralist development concerns between 1990 to 2016. She did some consultancy in
development issues in Kenya & in East Africa and also played advisory role and member
of various Working Groups including for African Commission on Human & Peoples’ Rights
(ACHPR). Today, Dr. Kipuri is involved in County/community issues related to
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documentation of historical and cultural concerns including establishment of a museum
and cultural centre for the County Government of Kajiado.

Her three-year term as a member of the Council started on 10 March 2020.
MR. PAUL P MUNGAI--COUNCIL MEMBER

Mr. Mungai is the alternate to the Principal Secretary,
State Department of University Education and
Research.

Mr. Mungai holds a Master degree in Educational
Administration and Planning from University of
Nairobi and a Bachelor’s degree in Education (Arts)

from Kenyatta University.

He is an educationist with a wealth of experience in education administration spanning
over 25 years. He is currently a Deputy Director in charge of International University
Education in the State Department. He has also served as alternate to the Principal Secretary
in a number of other boards.

He was appointed as alternate to Principal Secretary, State Department of University
Education and Research in Meru University of Science and Technology Council with effect
from 4th June 2020.

CPA FA DR. SOLOMON T. NGAHU, MCISI-- COUNCIL MEMBER

CPA FA Dr. Solomon Ngahu holds B. Com (Hon), MSc
Public Financial Management (University of London),
MBA Finance (JKUAT) and a PhD (Finance). He is a
member of good standing in various professional bodies
including Institute of Certified Public Accountant (CPA)
Kenya, Institute of Certified Financial Analyst (CIFA)
Kenya, Kenya Institute of Management (KIM) and
Member Chartered Institute for Security & Investments
(MCSI)-UK, He is currently a Certified International
Investment Analyst (CIIA) candidate academic year 2020.

CPA FA Dr. Ngahu has been in Public Service for over ten years as an Accountant, Financial
Analyst and is currently head of Financial Reporting Unit National Government at the
Directorate of Accounting Services, National Treasury. He also serves as Alternate Director
for Cabinet Secretary & Principal Secretary - National Treasury in School Equipment
Production Unit and Turkana University College. He also serves at Legislative committee
of ICPAK, Membership Committee of ICIFA and Professional Development Committee for
APSEA.

Xi



Meru University of Science and Technology
Annual Report and Financial Statements
For the year ended June 30, 2022

He was appointed as the PS- the National Treasury representative in the Council from 22
April 2020 to 9th March 2022.

CPA DAMARIS NYASUGUTA ONSOMU

Damaris Nyasuguta Onsomu holds a Bachelor of
Commerce Degree from KCA University and is pursuing
a Master of Science (Finance) at Jomo Kenyatta
University of Agriculture and Technology (JKUAT). She
is a Certified Public Accountant Kenya (CPA-K) and a
member of the Institute of Certified Public Accountants
Kenya (ICPAK).

/ Damaris has over Fourteen (14) years of experience in
Q the field of Finance and Accounting. Currently, she
\ ik L‘ W works at the National Treasury as a Senior Principal

WR— Finance officer. In her current capacity, she oversees the
co-ordination and preparation of Medium-Term Expenditure Framework (MTEF) Budget,
Programme Based Budget, Budget Implementation, preparation of various statutory reports
including feedback from parliamentary oversight committees. Prior to joining the National
Treasury, Damaris worked in the private sector and thereafter at the Postal Corporation of
Kenya in different capacities in the fields of Finance and Accounting.

She was appointed as the PS-the National Treasury representative in the Council with effect
from 10th March 2022.

PROF. ROMANUS ODHIAMBO — VICE CHANCELLOR
Prof. Odhiambo holds a PhD in Statistics from

J e BRI R A R, Kenyatta University and MSc in Statistics from
Kenyatta University. He also holds an Executive
Master of Science in Organizational Development form
USIU and a Bachelor of Education (Double
Mathematics) from Kenyatta University.

Prof. Odhiambo is a professor of Statistics with over 26
years’ experience in academics and research. He has

served in a number of administrative, leadership
positions at JKRUAT over the years as: chairman of an

academic department for two successive terms, dean of a faculty for two successive terms,
and Deputy Vice-Chancellor (Academic Affairs) for 10 years. He has distinguished himself
in organizational development and management aspects such as resource mobilization,
projects management and leading change. He has also supervised a number of students at
Masters and Doctoral level. He is a member of International Biometric Society (IBS), Institute
of Mathematical Statistics (IMS) and Kenya Inter-University Association of Mathematicians
and Computer Science. He has served as Vice-Chancellor since 6th August 2018.
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MISS SHARON KOSKEI - COUNCIL SECRETARY
Miss Koskei holds a Bachelor of Laws degree (LL. B) from the
University of Nairobi and Diploma in Law from the
Kenya School of Law. She holds a Master of Laws (LL.M
- International Business Law) from the University of
Cumbria, United Kingdom. She has institutional
affiliation to the Law Society of Kenya (LSK).

| Miss Koskei is an experienced Advocate of the High
Court of Kenya with a demonstrated history of working
in the legal industry with more than 5 years of
exceptional and diversified experience in public law,

commercial law and corporate governance. She started
her career in private practice before transitioning to public service and has a proven track
record of providing the highest possible level of legal service to senior management. She is a
strong legal professional skilled in negotiation, legal writing, corporate law and board of
directors” management.

She was appointed to the position of the University Legal Officer and the Secretary to the
University Council on April 15, 2021.
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MANAGEMENT TEAM
Management team that served during financial year 2021/2022

R R

e Y THE VICE CHANCELLOR

Prof. Romanus Odhiambo
B.Ed. Sci. (KU), M.Sc.(KU), EMOD (USIU), Ph.D.
(KU)

THE DEPUTY VICE CHANCELLOR
(ADMINISTRATION, FINANCE AND PLANNING)

Prof. Charity W. Gichuki, BVM. (UoN), Ph.D. (Glasgow)

AG. DVC (ACADEMIC, RESEARCH AND
STUDENTS AFFAIRS)

Prof. Simon Thuranira
B.Ed. Arts (KU), M.Ed. (KU), Ph.D. (University of
Maryland-USA)

AG. REGISTRAR (ACADEMIC, RESEARCH
AND STUDENTS AFFAIRS)

Dr. Stephen Karanja
B. Ed. Sci. (KU), MSc. (KU), Ph.D (JKUAT)
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REGISTRAR (ADMINISTRATION AND PLANNING)

CHRP, Dr. Elijah Walubuka FIHRM, FKIM
BA (Daystar), MBA (Egerton), Ph.D. (Kabarak)

SRR SN S R A IR

FINANCE OFFICER
CPA Nephat Njeru
. Com (KU), MBA(JKUAT), CPA(K)

o}

COUNCIL SECRETARY/LEGAL OFFICER

MISS SHARON KOSKEI
- LL.B (UoN), Diploma in Law (KSL), LL.M (University
- of Cumbria, United Kingdom)
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CHAIRMAN'’S STATEMENT

It is with great pride and honour that I, on behalf of the
University Council, announce an impressive revenue
collection by Meru University of Science and Technology
contained in the Annual Reports and Financial Statements
for the period ended 30t June 2022. This annual report
reveals the great efforts the University continues to make
in the process of performing its core functions namely
training, research & innovations, and public service.

Overview of the Operating Environment

During the year, Kenya’'s economy rebound following the
easing of measures aimed at curbing the spread of Covid-
19. Services and industrial sectors posted strong growth during the year. The education
subsector, bounced back strongly. However, agriculture, forestry and fishing are estimated
to have contracted owing to unfavourable weather conditions experienced in most parts of
the country during the year.

Strategic Positioning

Certain strategic decisions were taken by the Council during the year in response to a fluid
situation in which we had to ensure the survival of the university, without knowing how
long the prevailing economic conditions would continue. As the University Council, we are
dedicated to navigating this great University to global status. Our aim is to steer MUST into
a leading top notch premier research university in science and technology. As a Council we
are committed to building a network of collaboration across the globe that positions MUST
as the University of choice in research and innovation. To this end, we are holistically in
support of the University Management in pursuing strategic alliances with post-secondary
institutions that we can leverage our strengths.

The University is well informed about the emerging role of universities in the 215t century.
“Universities’” Intellectual Capital as a new source of Wealth” is a trending global best
practice. This matches with the University’s mission. In this regard, the University is in the
process of establishing Meru University Research, Innovation and Commercialization (RIC)
Pipeline.

Overview of Financial Results
The Gross Income for the year was KShs. 1.25 Billion compared to KShs. 1.02 Billion for the

previous year. The total expenditure was KShs. 1.41 Billion as compared to the expenditure
for the previous year of KShs. 1.22 Billion. The expenditure increased by KShs. 187 Million
or 15%. During the financial year, the University reported a deficit of KShs 154 Million as
compared to a deficit of KShs 199 Million in Financial Year 2020/21.

The University relies heavily on government funding. Amount allocated to the university
has not increased in the last three years and the funding is unlikely to increase in the
foreseeable future. Therefore, the University must make deliberate efforts to reduce its over-
reliance on government subvention by exploring other sources of income.
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Changes in the Council
During the course of financial year 2021/22, there was one change in the Council. CPA Dr.

Solomon Ngahu left the Council as PS (The National Treasury) representative and was
replaced by CPA Damaris Nyasuguta Onsomu on 10t March 2022. Meru University of
Science and Technology appreciates CPA Dr. Solomon Ngahu for his contribution to the
success of the University.

Appreciation

On behalf of MUST Council, I would like to offer our sincere gratitude to everyone that has
and continues to be a part of the fabric of our unique and extremely special institution. The
Vice-chancellor and his management team for the outstanding commitment to leadership
and excellence in times of crisis and without whom none of this could have been possible,
our staff who remain unwavering and dedicated to providing our students with the tools
required to succeed in their lives and careers, our students - both past and present, who
have faith in our ability to deliver on their behalf-placing their destinies in our hands, and
lastly to my fellow Council members who have selflessly and tirelessly continued to
provide guidance, experience and stewardship to our incredible Institution.

Finally, we reaffirm the University’s commitment to serving our nation through training
the human resource capital and thus request our partners as well as the general public to
continue supporting the University in its endeavour to become a globally recognized centre
of excellence in teaching, research and public service.

rof. Bosire Monari Mwebi, PhD
Chairman of the Council
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REPORT OF THE VICE CHANCELLOR

It is my great pleasure to present Financial Year 2021/2022
MUST Annual Reports and Financial Statements. The
reports reflect the great efforts made by all the University’s
stakeholders, especially the fellow members of staff,
students and our Development Partners, and it is to them
that [ dedicate it. During the year, the University continued
to establish itself as the pinnacle of higher education in

Kenya and in the region by establishing new demand-

driven programmes at both undergraduate and
postgraduate levels. The University has slowly but surely
continued to re-invent itself into a comprehensive institution that offers higher education
in many major fields of knowledge.

Our performance

Our performance during the year under review is the best we have ever delivered in almost
13 years of the University’s existence. While continuing to make every effort to mitigate the
economic and health ravages of Covid-19, we chose to view it as an opportunity to
champion the issue of recovery and resilience, and to support the majority in our
community whose livelihoods which had been ravaged by the social, humanitarian, and
economic impact of the pandemic.

In the year under review, the University continued to influence tertiary education in Kenya
by expanding its undergraduate and graduate enrolment. For example, enrolment
increased from 6,858 in 2019/20 to 9,664 students in 2020/21. This increase is a testimony
to the University’s mission of extending access and participation. In May 2022 the
University graduated 1,777 students

comprising of 1088 male and 689 female as | Summary of 9" Graduation

detailed in the following table: Lol sl sl

Doctorate 2 2 4

Masters ; 8 6 14

The graduation rates are a testimony of the Bachelors 730 466 1196

. ik 7 . . Post Graduate Diploma 7 6 13
University’s commi nt to roducin

ty . bme . P & [ Diploma 178 90 268

talented, creative and confident graduates.  certificate 162 118 280

The University also increased its research  Honoris Causa 1 1 2

Total 1088 689 1777

output considerably with 40 peer-reviewed
publications comprising of books, book chapters, refereed journal articles and conference
proceedings. The Directorate of Research also advanced the research agenda of the
University by hosting high profile international conference and disseminating research
findings. In doing research, the University attracted research grants from various locally
and internationally acclaimed organizations. I am very proud of these achievements and
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urge all staff members to continue working hard so that the University realizes its strategic

goals.

During the year under review, the University’s assets grew from KShs. 2.89 Billion to KShs.

2.95 billion. In addition, the gross revenue grew from KShs. 1.02 Billion in the FY 2020/21
to KShs. 1.25 Billion in FY 2021/22. That was a significant achievement in a difficult

operating environment. Consequently, revenue from exchange transactions and the
corresponding expenditure increased significantly due to increased level of university

activities.

Partnerships and Collaborations

International collaboration enables universities to make significant research and innovation
leaps by sharing and building on each other’s areas of expertise. It also elevates all of our
teaching and learning, and research facilities to a new level. In the year 2021/22, MUST
continued to develop partnerships with prominent institutions and networks across the
world. For instance, in the year under review, MUST signed Memoranda of Understanding
with several Canadian universities including MOUs on dual degrees in humanities and
social sciences. The double degree programme will allow undergraduate students enrolled
at MUST to complete a Diploma or a Bachelor’s degree in the Canadian universities. It will
provide students with the unique opportunity to experience different education systems
and build professional networks across Africa and North America continents.

Capital Development
During the year, the University continued with the construction of the Nursing and Public
Health building as well as development of the sports fields.

In addition, the University is on course with the construction of three projects namely:
library, laboratory and administration blocks at Mariene Research Institute. All the three

contractors on site are ahead of schedule.

Challenges

While the COVID-19 pandemic, the war between Ukraine and Russia and the prolonged La
Nina continued to disrupt the world in 2021/2022, the Kenyan higher education sector
continued to deal with the challenges of declining state funding, and rising students” debt.
These challenges had significant implications for MUST’s functioning and its long-term
sustainability. Taking a proactive approach to managing the risks, the University delayed
non-essential capital projects, employed strict processes for the appointment of staff among

other austerity measures.
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Way Forward

The challenge of lack of enough funds will follow us in the financial year 2022/23. Through
judicious financial management, MUST will be able to maintain its high academic
standards, while ensuring that critical infrastructure and academic projects and
maintenance of existing assets are not compromised. MUST will diversify the sources of
income and increase the allocation to research. Research, Innovation and
Commercialization (RIC) pipeline will be given priority.

\r-ok/\h.a

-

Prof. Romanus Odhiambo, Ph. D.
Vice Chancellor
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. ‘Aca{demic’ ‘

STATEMENT OF MERU UNIVERSITY PERFOMANCE AGAINST
PREDETERMINED OBJECTIVES FOR FY 2021/2022

Section 81 Subsection 2 (f) of the Public Finance Management Act, 2012 requires the accounting

officer to include in the financial statement, a statement of the entity’s performance against

predetermined objectives.

The University has seven strategic pillars and objectives within its Strategic Plan for the years
2020-2024. These Strategic Pillars are as follows:

Service Delivery

NG 9N

Academic Excellence

Science and Technology
Institutional Development
Research, Innovation and Extension

Financial Management

Collaborations, Partnerships and Linkages.

MUST develops its annual work plans based on the above seven pillars. Assessment of the
Council’s performance against its annual work plan is done on a quarterly basis. The University
achieved its performance targets set for the FY 2021 /22 period for its seven strategic pillars as

indicated in the table below:

~ Objective

4To

promote
excellence access to 3
quality D
teaching and
learning. D

Departmental reports on
needs assessment

New programs
developed

Evaluation reports on the
existing curricula
Updated programs

No of eLearning modules
developed
Report  of
training
Copies of approved new
curricula

pedagogy

marketing drives

conducted

Web and social media

postings

Copy of advertisements
Number of the

print, e-books and added
sitting space

Market needs
assessment and
development of new
academic programs
Evaluation of existing
curricula and market
needs

Incorporation of ICT in
teaching and learning

Increase use of
eLearning modules
Conduct annual

pedagogy

train academic staff
Develop new curricula
Conduct marketing
drives

Use of social media and
University website to

increase  programme
visibility
Increase library

resources and capacity

Achievements

o Interventions in teaching and learning
have established the University as a
market leader in educating a unique brand
of graduates who are self-reliant,
dependable, competent and innovative
thinkers who will lead progressive
development.

e MUST’s population has grown to
approximately 10,000 students in niche
programmes that address current and
emerging issues in different sectors of the
global economy.

e 41 curricula developed since 2019

PhD - 4

Masters - 9

Undergraduate - 10

Certificate (MUST) - 1

TVET programmes - 17

e  Market needs assessment conducted.

e  Curricula reviewed in line with the
CUE guidelines.

e All curricula were reviewed as per
CUE requirements - passed in 15th
Regular Senate of 13th August 2020.
The effective date is September 2020.

e  Student admission and registration
automated.

e  Student
upgraded.

management portal
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Science  and
technology

Institutional
development

Research,
innovation
and extension

To  enhance
the
development
and
transfer of
science and
technology

To  enhance
sustainable
institutional
development

To develop
and apply
research,
innovation

and extension

¢ Functional network in
place

¢ Acquisition of
computers.

e Signed SLA’s
e Payment for
agreements
o IT policy developed and
approved.
¢ Implemented
Access policy
¢ Upgraded bandwidth.

License

Network

e Approved extra
bandwidth request
e Signed SLA’s  with

service provider.
¢ Organogram developed
awaiting approval.
e Approved robust
policy/Procedures

ICT

¢ Equipment bought
e Designs of the Nursing

and  health  science
building developed

e Phase I of the
Engineering  complex
complete and Phase III
on going.

¢ Innovation centre
furnished

e Water tank constructed
and water reticulated

¢ Walk ways constructed

¢ Construction of sports
and recreation facilities
on going.

e Boundary wall
developed

¢ Development of Mariene
Research  centre  on
course.

¢ CCIV and Biometrics
installed.

plans

¢ Training Report

e -grantagreement

e -Copies of internal call
for proposals

e -Appointment letters for
peer reviewers

¢ -Conference proceedings

¢ -Extension services
report

e -Number of mobile apps
developed

¢ Develop Network
infrastructure.

¢ Upgrade the ERP
System.

*Signing of Service level
agreements

e Develop [T  security
policy

e Implement a centralized
and unified network
access policy
management.

e Upgrade Internet
Bandwidth.

¢ Develop and implement
ICT organogram.

¢ Realign the ICT
procedures  with  the
related department
operations

e Purchase of quality

equipment for Science
and Technology

¢ Design and develop the
Nursing and Health
science building

« Construct Phase Il and I1I
of the Engineering
Complex building

¢ Furnishing and
equipping of the IIEC

 construct water tank and
reticulation system

¢ Construction of ramps,
lifts and walkways

e Construct and equip a
sports and recreation
facilities

« construction of boundary
wall

e develop Mariene
Research University
College

¢ Develop security
infrastructure, facilities

and partnerships

e Training of staff in grant
writing

e -Support of  multi-
disciplinary research

e -Funding  of more
internal calls

e -Establish internal peer
review mechanism

e Participation in
conferences

o -Conduct extension
services to the
community

o -Use of social media for
technology transfer

&
=

b)

d)
e)

8)
h)

)
k)
)

m)

Improved network infrastructure to
ease service delivery.

Quality services to the University in line
with Policy requirements.
Increased number of
computers.

Improved competence in use of ICT.
Enhanced technical skills.

Improved service delivery to
University.

Compliance in use of software tools.
Acquisition of computers done on need
basis.

Network infrastructure Continuous process.
EC-B, EC-C, Sanitation research laboratory
and LAN and Wireless extension for
existing offices scheduled for FY 2021/2022
Staff trained on Information security
management system (ISMS).

BYOD policy approved.

Implementation of virtual labs to be done in
FY 2022/2023

Proposed internet upgrade to be done

student

the

e Conducive environment for teaching,
learning, research, innovation and service
delivery.

e MUST has improved and developed the

institution’s

physical facilities,

infrastructure and capital equipment, to
deliver its core mandate, develop the
institution, generate income and transfer

a)Increase

knowledge and technology.

Annual HRP carried out

Required competences recruited
Seeking approval to recruit some more
Staff training policy under review
Staff training committee in place.
Training needs assessment established.
Job descriptions reviewed

Work from home policy developed
awaiting council approval.

Employee assistance program in place.
Staff medical scheme in place.

Health education offered annually.

in donor funded research

projects.

b)Extension services are being conducted as a

result of our various projects with the
community, examples include:

ePIVOT Horticulture

ePIVOT water

Fortified Biochar on Production and
Nutritional Quality of Cabbage

KENIA is commercializing some of its
national innovations through MUST and
hence extension to the community

¢)The RDE is actively using the social media

for technology transfer through the
University’s twitter, Facebook and Instagram
handles for awareness and communication
and sensitization and example is our recent
innovation week

d)The RDE has already developed a strategic

plan for its innovation centre that is being
launched during the current innovation week
and is in the process of escalating it to a full-
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Service
delivery

Collaboration
S,
Partnerships

and Linkages.

Financial
Management

To  enhance
excellence in
service
delivery

To strengthen
collaborations,
partnerships
and linkages

To  enhance
prudent
financial
management.

A 30% increase in
sporting facilities
Increase in  student
participants in sports &
recreation

More clubs and societies
registered
Professional
appointed
Decrease in time used to
serve students and staff

counsellor

Collaborations and
Linkages office in place
Appointment letter for
the linkages and
collaborations
coordinator

SOPs

Number of signed MoUs

Functional directorate of
income generation
Number of alternative
sources identified
Percentage of income

collected vs expected
Automated financial
systems

Approved budgets

XXiii

Construct and maintain
sporting facilities
(outdoor and indoor)
Introduce more sports
disciplines eg.

Floor ball,

Korfball

registration of student
clubs and societies
Recruitment of a
student counsellor
Automate services

-Establish linkages and
collaborations office
Develop standard
operating  procedures
(SOPs) for linkages and
collaborations
Establishment and
operationalization  of
MoUs

Increase and streamline

the institution’s
fundraising activities;
Seeking alternative

sources of funds
Enforce the student fee
collection policy
Enhance mechanisms
for collection of other
incomes

Streamline the financial
management systems
Rationalize budgets at
all levels;

blown proposal for a science park and
strategies for fundraising are ongoing
e)Miraa  Research Institute is
established
f) Sanitation centre is already established.
2)WHO research laboratories equipped
h)Cement research unit started

already

e An engaging, secure and productive
campus life for its students and all the
stake holders.

* Improved sporting activities that engage
students throughout the year.

¢ Automated fee payment

e Automated payroll

¢ Quality management policy developed.

e Quality assurance reporting is a standing
agenda in the Deans committee.

o Standards and benchmarks established

o Quality assurance committee in place

a) Internationalization Directorate set up

b)  Regional Sanitation Centre set up. Training
80 Masters students in the region

¢) Linkage with University of Lausanne. One
staff on annual research fellowship

d)  WHO laboratory funded and equipped

e) Research linkages with Japan — Biochar
project

f)  Activation of staff and student exchange on
course.

g) MoUs and joint research activities initiated.

e MUST has achieved a stable financial
base.

e Alternative sources of funding sought

¢ IGU directorate established

e Orchard established

e ICDL and Driving school proposals approved

¢ Student fee policy enforced

Financial management automated

e Cost management through e.g. automation,
outsourcing of some services,

o Student fee policy enforced
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CORPORATE GOVERNANCE STATEMENT

The members of Council and members of University Management Board (UMB) are bound by
the highest standards of integrity in carrying out their responsibilities and in the relationship
of the University with stakeholders. All members exercise their responsibilities in the interests
of the University as a whole rather than as representative of any constituency. The University
maintains a register of interests of members of the Council and UMB members. Council
members are expected to attend scheduled meetings as regularly as possible. The role of
Council members is similar to that of the non-executive directors of a company. They have
collective responsibility for Council decisions. They observe the clear distinction between their
strategic governance role and that of operational management of the University (a role being
played by the University Management Board chaired by the Vice-Chancellor). The Council
receives presentations from the officers on specific issues.

The Council was appointed to serve for a period of three years with effect from 10 March 2020.

Council Meetings Attendance from 1 July 2021 - 30 June 2022

Full Council 16/16  15/16 16/16  15/16 15/16 14/16  14/16  12/16 1/1
Finance - 2/9 9/9 - 79 . - 7/8 1/1
HR % %53 ‘ 2/8 2/8 8/8 | s/8 | '6/8 | 6/8 8 :
Audit = 3/4 - 34 1/4 14 4/a 1/4
Academic e 5/6 206  2/6  s5/6  1/6 -

‘Adhoc : 33 3/3 - 1 = | 3B | 3B

Total Attendance 16 30 35 28 s | 20 2

The Council has four (4) committees and the Council committees have four scheduled meetings
per annum.

The following are the committees of the Council:
i. Finance Committee
ii. Audit Committee
iii. Human Resources Committee
iv. Academic Committee

Membership Committees of the Council

Finance Committee

1. Eng. Muriira M"Mbwiria

2. CPA Damaris Nyasuguta Onsomu/ CPA FA Dr. Solomon T. Ngahu -
Rep. PS. National Treasury

3. Ms. Pauline Jeruto

4. Prof. Romanus Odhiambo
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Audit Committee

1. Mr. Stephen Kimani Gatama

2. Dr. Naomi Kipuri

3. CPA Damaris Nyasuguta Onsomu/ CPA FA Dr. Solomon T. Ngahu -
Rep. PS. National Treasury

Human Resource Committee
Dr. Naomi Kipuri

Ms. Pauline Jeruto

Mr. Stephen Kimani Gatama
Mr. Paul Mungai

Prof. Romanus Odhiambo

“uih W

Academic Committee
1. Mr. Dick Waswa Wekesa

2. Mr. Paul Mungai
3. Eng. Muriira M"Mbwiria
4. Prof. Romanus Odhiambo

Finance Committee

The Finance Committee is responsible for monitoring and advising Council on the financial
health of the university, including the financial strategy, budget setting, annual accounts,
investment activity, and consideration of capital expenditure. The Committee also has
responsibility for monitoring institutional level Key Performance Indicators in order to measure
and monitor University performance against agreed strategies and targets. The Committee also
monitors and advises on the conduct of the University’s estates/infrastructure activity
including revenue and capital expenditure. The Committee may draw on professional expertise
beyond that available within the Council membership.

Audit Committee

The Audit Committee has responsibility for monitoring the effectiveness of the University’s risk
management, control and governance arrangements, along with the arrangements to promote
economy, efficiency and effectiveness throughout the institution, and advises the Council
accordingly. The Committee exercises oversight over internal audit arrangements. It considers
internal audit reports and recommendations for the improvement of the University’s systems
of internal control, together with management’s responses and implementation plans. The
Committee also exercises oversight over external audit arrangements, such as the nature, scope
and effectiveness of the process, and considers the audit aspects of the institution’s financial
statements.

Human Resources Committee
The Committee monitors and reviews the development and implementation of good
governance practice. The Committee is responsible for the oversight of human resource
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strategy, policies and associated procedures including the use of performance and development
systems, indicators and benchmarks.

The Academic Committee of the Council

The Academic Committee of the Council assists the Council in fulfilling its oversight of the
University academic programs, strategic academic plans, student learning, graduation matters
and related activities such as:

i. To advise Council on students” access and admissions, curriculum design, course and
fees structure, academic and mentoring support, provision and use of learning resources
and students” welfare.

ii. To establish and review structures and mechanisms for assuring the implementation of
academic policies, the maintenance of standards and enhancement of good practice;

iii. To oversee and co-ordinate activities associated with national and external agencies
involved in quality assurance;
iv. To consider the overall balance of academic activities and provision of resources;
v. To develop, amend, repeal and approve regulations concerning academic programmes;
vi. To receive and consider proposals and nominations for the award of honorary degrees
and recommend to Council award of honorary degrees;
vii. To consider and advice Council on all matters related to research and innovation in the
University.
viii. To authorize on behalf of Council the application of the University Seal on documents.

Ad hoc Committee
The Council may appoint an ad hoc committee to handle special matters.

Conflict of interest

The University has adopted a conflict of interest policy which applies to the Council,
Management and Staff. All persons governed by the policy are under the obligation to avoid
and disclose ethical, legal, financial, or other conflicts of interest involving the University, and
remove themselves from a position of decision-making authority with respect to any conflict
situation involving the University. Any person who has a material personal interest in a
particular matter and who is able to influence the decision will not vote on the matter when it
is being discussed or considered.
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MANAGEMENT DISCUSSION AND ANALYSIS
SECTION A

‘The University’s Operational and Financial Performance R e
During the financial year 2021/22, the University witnessed a return to normal situation. The
semesters continued without the interruptions as was the case in the financial year 2020/ 21.
The University remained opened during the entire period with semesters running one after
another. The first semester of the financial year ran from June 2021-September 2021, which
was followed by the second semester which ran from September 2021-January 2022. The
third semester started in January 2022 and ended in May 2022. The financial performance
was greatly improved as a result.

General Statistics

Students Enrolment

The population of the students has been growing steadily year after year. In a span of four
years, the population has almost doubled. In 2018, the number of students was 5,115 and by
the year 2021, the number had grown to
9,664.

YEAR 2018 2019 2020 2021 ) ,
Students’ Population
Undergraduate 4615 4,984 5958 8,111
u L N LT e 12000 9,664
Diploma 7279 42315684 | | 11,183 2 10,000
: : : Py =
Certificate 1507 S5 HEN BT £51500 S SO e 5D 450
R . 8 6000 1157
Masters 431 & TR1DT 95 124 < 4,000 7 i
PHD 10 Lol R e g 200 & B B
© 0 s ]
Shork : =]
it ionse ; : i S 2018 2019 2020 2021
TOTAL 5115 5,740 6,858 9,664 Years
Graduation
Graduation statistics
L The University conducted its 9th
AR 3 o 2 S | graduation ceremony on 26th
2= B 3 | Ebemermememm TR May 2022. A total number of
32 BT "1 1§ 1 I | 1,777 students graduated. The
z< 0o { g |
2% 4 ; g £ : § 4 3 number of graduands has been
o) | ‘ ¥ ; growing year after year as
= A& g

. - . ' . shown in the chart below:
JUL- AUG- DEC- DEC- DEC- MAR- NOV- FEB- MAY-
13 14 15 16 17 19 19 21 22

1ST 2ND 3RD  4TH  STH | éTH 7TH 8TH  9TH
GRADUATION CEREMONIES
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Employee Statistics

Distribution

During the year, the University had a total " piyision Mile” iFémale -+ Total
number of 425 employees comprising of 172 Academic 121 51 172
academic staff and 253 non-teaching staff. The ~Administration = 130 123 253

number of female employees was 174 and male Total 2 174 D

employees were 251.

Employees’ Cost
Employees cost has been increasing year after year as per the table below:

KSHS  _KSHS

KSHS _KSHS KSHS KSHS KSHS ,
M M M M M MM
Personnel 535 575 764 765 780 844 966
Emoluments

The trend is likely to continue in the foreseeable future. It is brought about by:
o Collective Bargaining Agreement (CBA) which result in increase in basic salaries,
allowances or benefits,
¢ Annual salary increments, and
e New recruitments and promotions.

Sources of Revenue
GOK remains the main source of revenue for MUST with percentages ranging from 57%
to as high as 78%. Tuition Fees is number two with percentages ranging from 18% to 40%.

Other sources of revenue range from 2% to 4%.

KShs.M KShs.M KShs.M = KShs.M = KShs.M - KShs.M = KShs.M

Transfers from Ministry of Education

Grants in Aid 553.09  553.09 66886 67623 69016 69292  692.92
CBA ~ . 98.00 - - 7564 2521
TOTAL 553.09  553.09 76686 67623  690.16 76856  718.14
Appropﬁafion in Aid - - - P = -
Tuition Fees : . 3279 25894 17645 32299 24480 22720  506.9%
Other Incomes 27.38 28.13 3925 3908 2430 2225 2901
Total Appropriation in Aid : 35017 = 287.07 21570 @ 36207 26910 24945  535.97
Gross Revenue 90325 84016 98256 1,038.30  959.26 1,018.01 1,254.11

Percentages of various sources against total revenue

[GOK &% 61%| 66% | 78%[ 65%| 7% B%|  57%
Tuition 36% 31% 18% 31% 26% 2%  40%
Other Income 3% 3% 4% | as R 2%
“Total AIA 39%  34% 2%  35%  28%  25%  43%
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: Despite the growth in terms of number of staff and students, and the effect of inflation,
capitation from the government has not changed for the last three years. Even after a CBA, the
government does not cater for the increment as a result of implementation of CBA thereby
causing strain on the university resources.

Tuition fees is highly affected by unplanned closures of the university. For instance, in 2017 /18,
the university was closed for several months due to staff and students” unrests. The strike by
staff was national wide. As a result, Tuition dropped from 31% in 2016/17 to 18% of total
revenue in 2017/18. Similarly, significant drops in Tuition Fees were recorded in financial
years 2019/20 and 2020/21 due to closures brought about by Covid-19 pandemic. The
university was closed for several months during the two years as per the government directive.

Distribution of Expenses

The most significant expenditure is personnel emolument. Over the last eight years, the
percentage of personnel emoluments against the total expenditure was between 64% and 70%.
Depreciation takes between 5% and 12% of total expenditure. These two expenses are some of
the expenses that may not be varied in the short run. Therefore, over 80% of the university

expenses are semi variable.

! KShsME KShs.M = KShs.M KShs.M' KShs.M KShs.Mi KShsM KShsME

Expenses

a) Per:,onnel Emoluments

506 25 53 .73 574.69 763 53 765 21 779 89 843 69 966 35

_b)Maintenance Costs | 1291|1682 | 1751 3344 2109 1210|2169 Tr 2947 |
c) e E}cpeﬁses | 599|956 953 | 1693 1400 1108 | 10.1: 13.” 1878
d) Other O_j';;};t;o}iql Exfenses '1:__'::11393—1:1:36'41 131.74 15797 ' 154 71 131;97 | _1»3~8_:§qw; 160 70 |
e) Depreaatzon 57.28 67.61 88.85 55 87 102 29 95 04 142.69 : 144 00
.(—);éx:étlc‘)nél léxbenses o ”.f‘m"“761'.567‘-«7‘5512'f 82232 102774 105730 103507‘ {1;5—7'.65M§‘/131929?
Academic Costs B 2794 A 27.80 ! 36.31 - 44. 10 62. 79 4504 4&16, ( 38.98
Admmlsﬂtfravnb;{Costs e Iyl ;;09“}»“‘1361 | 1524 | 2442 234sf 2 1825 , ,___2‘7_4_; 2 3243'ﬁ
Student Welfare 14.42 | 15.40 24.43 12. 95 22.22 1460 9.16 | 17.82
Tota.l expenses : e e _'7752.&1"{ 751'}'41? 89835 1109.21 116576 1111971 "1,'251‘.65 g 1408.52 !
Percenta;geé ;)f vanousiexpens—é-s agamst/t‘otal expendlture e B e -{ e i !
‘ a) Personnel Emoluments ‘ 67% 65% 64% . 69% 7 66% I 70% I 679% - 69% ‘
b)MamtenanceCosts ®: . f — %i % | 2% | 3% | 5 %3 % i - 3 % E 2% |
j c) CounczlE\penscs 1% | % 1% | 2% 1% 1% % : 1%
d) OtherOperatzonalExpenses : 16%;[ ‘ 16% 15% | 14% | 13% ‘i i 12%§ ‘ 11% i 11%
| e Deprecmtzon ' 8% | % 10% % 9% 9% | 12% . 10% _
| Opemomappes [ w ||| o] o e o
L AcademlcCosts | 4% 3% 4%7 4% 7 5% o 4% B 73% B %7
[ Rdminisraion Coss | T IR ] o | on| R R e |
, Student Welfare 2% | 2% | 3% 1% 2% 1% | 1% | 1%
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REVENUE
Table 1 below is the analysis of the revenue received during the financial year:

Table 1: Sources of Revenue

GOK Transfers KShs. KShs. KShs. %
Monthly Capitation 692,922,609 692,922,609 - -
. CBA2017/21 25,214,131 75,642,386  (50,428,255) -67%
Total GOK Transfers 718,136,740 768,564,995  (50,428,255) -7%
Appropriation in Aid (AIA)
Tuition and Other Fees 506,963,101 227,206,461 279,756,640 123%
Other Income 29,366,551 26,042,376 2,965,975 11%
Total AIA 536,329,652 253,248,837 282,722,615 115%
Total Revenue 1,254,466,392 1,021,813,833 232,652,360  23%

' During the FY 2021/ 22, the University generated a total of KShs 1,254,466,392 as compared to
KShs. 1,021,813,833 generated during the similar period in FY 2020/21. The revenue increased
by KShs. 232,652,360 or 23%.

ii.

GOK Transfers: during the period, the University received a total recurrent grant of
KShs. 718,136,740 from the government. The amount was the normal recurrent
disbursement of KShs. 692,922,609 plus KShs. 25,214,131 for the implementation of the
new basic salaries as per the CBA 2017/21. During similar period of FY 2020/21, the
University received KShs. 768,564,995 (normal recurrent disbursement of KShs.
692,922,609 plus KShs. 75,642,386 for payment of CBA arrears for the period July 2017-
June 2020).

It is important to note that the GOK transfers (normal capitation) remained the same
during the two financial years under consideration. The University has raised its concern
with the University Funding Board. In addition, the amount for the implementation of
CBA 2017/2021 basic salaries is also inadequate. The university received Kshs. 25 million
against the required Kshs. 80 million. In addition, the University did not implement the
new basic salaries during the FY 2019/ 20 because the government did not remit the funds
for the payment of the new salaries.

Appropriation in Aid (AIA): During the FY 2021/22, the University reported a total
revenue of KShs. 536,329,652 as AIA compared to KShs. 253,248,837 reported in the FY
2020/21. The performance in FY 2020/21 was significantly low as compared to
performance in the current period due to COVID-19 pandemic. The University was closed
and learning interrupted for cumulatively six months in the FY 2020/21 due to the
pandemic. Only one semester was fully completed during the FY 2020/21 while three
semesters were fully completed during the FY 2021/22. One of the three semesters was a
backlog from FY2020/21.

a) Tuition and Other Fees: During the period, the University generated Tuition and Other

Fees amounting to KShs. 506,963,101, the highest ever recorded in the University
history. Tuition and Other Fees grew by 123% from the previous financial year. During

XXX



Meru University of Science and Technology
Annual Report and Financial Statements
For the year ended June 30, 2022

similar period in FY 2020/21, the University generated KShs. 227,206,461. The reason
for the significant improvement in revenue from Tuition is that there were no
interruptions during the year. All the semesters ran as planned.

During the year, over 3000 students joined the University while 1777 students managed
to complete their studies and graduate. The graduation ceremony was held on May 27,
2022

b) Other Income: During the period, the University generated Other Income amounting
to KShs. 29,366,551. During similar period in the FY2020/21, the University generated
KShs. 26,042,376.

EXPENSES
The total expenses for the year amounted to KShs. 1,408,523,355 as compared to KShs.
- 1,221,053,905 for the previous year. The expenses are analysed as follows:

KShs. | KShs. i KShs. %
_Operational Expenses 1319292354 1,156,999,103 162293250  14%
~ Academic Costs 38,978,733 42156500 | (3177767)  -8%
‘Administration Costs 32,434,948 12,742,655 19,692,293 155%
Student Welfare 17,817,321 9,155,646 8,661,675  95%
Total expenses 140852335  1,221,053,905  187,469450  15%

The total expenses for the year were KShs. 1,408,523,355 as compared to KShs. 1,221,053,905
for the FY 2020/21. The expenses increased by over KShs. 187,469,450 or 15% during the
- period. The reason for the significant increase in expenses is because of the fact that the
University remained opened during the entire period with semesters running one after
another. Another reason is that there was a significant increase in the price levels in the
country.

i Operational Expenses: The total Operational Expenses were KShs. 1,319,292,354 for
the period compared to KShs. 1,156,999,103 for the previous year. Operational
expenses include: Personnel Emoluments, Maintenance costs, Council Expenses and
Other Operational Expenses.

KShs. KShs. KShs. %
a) Personnel Emoluments 966,347,393 843,688,302 122,659,091 15%
' b) Maintenance Costs 29465973 21,692,712 7,773,261  36%
¢) Council Expenses 18,779,217 10,125,873 8,653,344  85%
d) Other Operational Expenses =~ 304,699,771 281,492,216 23,207,555 8%
Operational Expenses 11,319,292,354 1,156,999,102 162,293,251 14%

a. Personnel Emolument- The actual expenditure for the year was KShs. 966,347,393
while the expenditure for the previous year was KShs. 843,688,302. The personnel
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cost increased by KShs. 123,659,091 or 15% during the period. Part-time cost was the
major cost driver. This is because we had three semesters during the year. Therefore,
part-time increased from KShs. 60,536,648 in FY 2020/21 to KShs. 159,784,614 in the
current financial year.

b. Maintenance: The expenditure for the year was KShs. 29,465,973. During similar
period in the previous year, the expenditure was KShs. 21,692,712. There was an
increase in expenditure during the period due to the increase in level of activities
during the financial year.

c. Council Expenses: During the year, the University spent KShs. 18,779,217 on
Council Expenses as compared to KShs. 10,125,873 in the FY 2020/21. The increase is
due to the fact that in the FY 2020/ 21, some of the Council meetings were held virtually
due to restrictions imposed by Ministry of Health on physical meetings.

d. Other Operational Expenses: During the year, the University spent KShs.
304,699,770 on Other Expenses compared to KShs. 281,492,215 in the FY 2020/21.
There was an increase in expenditure during the period due to the increase in level of
activities during the financial year and due to inflation.

|

Academic: During the period, the Academic costs were KShs. 38,978,733 as compared -
to KShs. 42,156,500 in similar period in the FY 2020/ 21. There was a significant increase !
in examination expenses and research expenses in the current year as compared to the
previous year. The research expenses increased from KShs. 4,152,001 in the previous |
year to KShs. 9,656,064 in the current year while examination cost increased from KShs. |
4,301,334 to KShs. 10,172,482 due to the large number of students undertaking -
examinations. In addition, there was a decline in Curriculum Development expenses !

from KShs. 4,770,000 to KShs. 310,000.

Administration Expense: During the year, the University spent KShs. 32,434,948 on
Administration expenses as compared to KShs. 12,742,655 spent in the FY 2020/21.
The reason for the significant increase is due to the fact that the university was open
throughout the year as opposed to the previous year where it was closed for half of
the year. There was significant increase in travelling and accommodation expenses,
training expenses, and stationery expenses.

Student Welfare: During the period, the University spent KShs. 17,817,321 on Student
Welfare as compared to KShs. 9,155,646 spent during similar period in the FY 2020/ 21.
The restriction on sporting activities by the Ministry of Health were applied during
the FY 2020/21 but were eased in the FY 2021 /22 hence the significant increase in the
expenditure. Our students have been participating in inter-university competitions
including international competitions.
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DEFICIT

The University reported a deficit of KShs. 154,056,964 as compared to a deficit of KShs.
199,240,072 reported in the previous year. Although the University was very prudent in the
use of resources, and wastages were minimized, the costs remained high due to the semi
variable nature of the expenses. The inflation being experienced in the country also affected
the university operations.

The University will suffer technical insolvency should this trend continue. The University will
avoid going into insolvency by diversifying income generated internally and managing cost so |
that marginal cost will be equivalent to or less than the marginal revenue. The University
incurred depreciation and amortization cost of KShs. 144,000,637.

Increase Revenue

The University will venture into other sources of revenue generation. Other than government
grants and fees from students, the University will explore other income generating activities
through research, innovation and commercialization.

Managing Costs

The University will institute cost management strategies. The University will ensure that
wastages are eliminated and efficiency is increased. We shall embrace innovation and
automation in our operations. Further, we shall benchmark with the best universities or other
organizations in order to adopt the best practices in our operations. All decisions will be made
prudently. When making decisions, the financial implications of the decisions will be
considered. We shall focus on consolidating what we already have instead of starting new
projects, departments or faculties. We shall merge roles where they have been duplicated. We
shall strictly adhere to the budget allocations.

Major Capital Expenditure

The major construction projects being undertaken by the University are financed by the
Government. During the year, the University received a total of KShs. 300,000,000 from the
government to finance capital expenditure as compared to KShs. 233,591,333 received in the
FY 2020/21 as per the table below:

GoK Funded Projects
Billls Raised 2021/22 2020/21
Mariene-Modern Library 38,751,379 38,952,811
Mariene-Admin 39,966,964 57,652,614
Mariene-Science Lab 17,628,643 62,776,694
Nursing and Public Health Building 785,293 64,522,644
Sport Fields 68,861,069 97,532,666
Engineering Complex 3,829,863 102,603,040
Total Bills for the year 169,823,211 | 424,040,469
Bills Brought forward 190,449,136 B
Total Bills by the end of the year 360,272,347 | 424,040,469
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Budget Allocation/Receipts 300,000,000 | 233,591,333
Outstanding bills as at 30th June (60,272,347) | (190,449,136)

During the year 2020/ 21, the capital expenditure on projects financed by the Government was
KShs. 424,040,469 against the receipts of KShs. 233,591,333. Consequently, at the beginning of
Financial Year 2021/22, the University owed contractors KShs. 190,449,136. In the course of the
year, construction works worth KShs. 169,823,211 were done. The receipts of KShs. 300 million
were used to clear the outstanding bills of KShs. 190, 449,136 and pay for the works done
during the year of KShs. 169,823,211. A balance of KShs. 60,272,347 was outstanding as at 30th

June 2022 as per the table below:

Capital Receipts for 2021/22 300,000,000

Less:

Bills Brought forward at 1.7.2021 190,449,136

Bills for the year 2021/22 169,823,211

Total Bills - 360,272,347
Outstanding bills as at 30.6.2022 (60,272,347)
SECTION B

The Umversuy’ s compllance with statutory requlrements

The University complled with all statutory requ1rements The Umver51ty withheld taxes where it
was required to do so. All withheld taxes, payroll deductions-NHIF, NSSF, PAYE, Pension and

other deductions were fully paid and on time.

SECTION C

Key prolects and investment decisions the Umvers1ty is planmng/implementmg

‘The Céui{CIl plans to transform the Umversnty into a modern, sustainable learmng and workmg
environment that is innovative and engaging for both staff and students. The University will spend
a total of KShs 284 million on capital expenditure in the next financial year.

The University is undertaking the following major projects:
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- 1. Construction of Engineering Complex
During the year the landscaping, construction of access road, and furnishing of the building
activities were initiated as per the photos below:

Engineering Complex as at 30 June 2021
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2. Construction of Sports fields

The project includes construction of various sports field, wash rooms and rooms for change-
rooms, pavilions, access to the fields and drainage system for the fields. The project will be fully
funded by the government. The students and employees’ health will be improved. Students will
be engaged in the extra curriculum activities and students with special talents in sports will be
discovered. This Project was started in September 2020.

Status of some sports fields as at 30 June 2022
Swimming Pool

Status as at 30 June 2022 Status as at 30 June 2021

The project has slowed down due to reduced financing by the government.

3. Construction of Nursing and Public Health Building
The project includes construction of specialized laboratories such as skills lab, diagnostic labs,

and anatomy and physiology labs. It will also include offices and lecture rooms. The building
will be constructed in conformity with the requirements of the Nursing Council of Kenya. The
University is working closely with the Nursing Council of Kenya. We have already admitted
students both in Nursing and Public Health. This Project was started in September 2020.
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Status of Nursing and Public Health Building

(b) Development of Mariene Research Institute
The University owns a land in Mariene which is about 30 kilometers from the University. The
Institute will focus on research and post graduate studies. There are three projects being carried
out, namely, construction of Modern Library, Construction of Administration Block and Lecture
Halls and Construction of Science Laboratories. The three project were started in September 2020.
Each project has a different contractor.

.

a) Construction of Modern Library
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b) Construction of Administration Block and Lecture Halls-

Status as at 30 June 2022 Status as at 30 June 2021

¢) Construction and Equipping of Science Laboratories

Status as at 30 June 2022 Status as at 30 June 2021

SECTION D
Mai or risks facihg the University :
Operational risks E
The University faces many operational risks. Some of the risks include the following:

e The number of students joining the university under the parallel programme has been
declining year after year. The parallel programme is a major source of revenue for the
University. Financial sustainability of the University is therefore under threat. The
University is investing heavily on facilities and other resources and has stepped up the
promotion of its programs in order to attract as many students as possible.

e The University is located in a water deficient region. Most of the water consumed in the
University comes from boreholes. During dry season, some of the boreholes dry up. The
University has invested in water storage facilities.
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SECTION E

{

- The University did not have any material financial obligation during the year.

SECTION F

There was no financial improbity reported during the year. No governance issues were reported
during the year.
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ENVIRONMENTAL AND SUSTAINABILITY REPORTING

Meru University of Science and Technology exists to transform lives. This is our purpose; the
driving force behind everything we do. It is what guides us to deliver our strategy, putting the
customer/Citizen first, delivering relevant goods and services, and improving operational
excellence. Below is an outline of the organisation’s policies and activities that promote
sustainability.

i) Sustainability strategy and profile
The University has endeavoured to offer quality university education to attract more students.
The University operates in a very challenging environment. In the past, the government used
to allocate students to universities. Currently, students choose the university of their
preference. The funding from the government has been dwindling while costs have continued
to increase. For instance, the workers have been demanding for better pay but the government
has not been financing the increased wage bills.

In order to attract more students, the University has improved the quality of our education.
Every year we have been receiving increasing number of government students. We have
initiated several income generating activities in order to reduce the dependency on
government funding.

ii) Environmental performance

The University was involved in environmental conservation activities as follows:

(a) Tree Planting at Meru University of Science and Technology
Trees occupy more than 71 acres of the University land. In total, the University forest cover is
13% of the total acreage. During the year, the University continued to take care of the trees
including gapping, watering the trees during the dry spell and pruning the trees as and when
necessary.

(b) The Sanitation Research Institute
During the year, a Sanitation Research Institute was established. The Institute deals with
management of sanitation. The Institute offered post graduate scholarships to over 80 masters
students undertaking a Master in Science degree in sanitation. These champions are expected
to spearhead the management of wastes in the community. The Institute is focused on
providing the solution not only in Kenya but the entire Africa region.

iii. Employee Welfare
The university has in place policies that have been developed with the participation of the staff
unions to guide in management of its staff. The policies are reviewed every three years or as
need arises. The following policies that have been approved and are being implemented in the
management of human resource:

(@) Human Resource Policy manual - the manual provides management with a reference for
everyday decision making and advisory purpose on matters that concern staff. The main
components in the manual include general code of regulation, selection and recruitment,
orientation and induction, performance management, staff training and development,
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(b)

(©)

(d)

iv)
a)

disciplinary and grievance handling, separation and termination of employment,
compensation and benefits, allowances and other benefits, leave management, staff welfare
and workplace safety and health.

Recruitment and Promotions policy - the policy has been developed to guide the recruitment
and promotion processes in the university. The recruitment process is undertaken on the
basis of fair competition and merit, representation of Kenya’s diverse communities,
adequate and equal opportunities to all gender, youth, members of all ethnic groups and
persons living with disabilities. In selecting candidates for promotion, regard is given to
affording adequate and equal opportunities to all gender, youth, members of all ethnic
groups, persons with disabilities and minorities.

Occupation Safety and Health policy - The main objective of this policy is to establish
occupational safety and health systems and programmes geared towards the improvement
of the work environment. The Policy seeks to

reduce the number of work related accidents and ﬁlﬂ MERU ° y 3
N DOCTORS FLAIA . f.’fy-

diseases, and equitably provide compensation

and rehabilitation to those injured at work or who MEDICAL CAMP

Meru Doctors' Plaza Hospital invites Meru University

1 1 ot Science and Technol family on the 14th of February 2022
contract occupational diseases. Further the e o Poliaey

HIV/AIDS policy is in place to help maintain a  Hypertension - Breast Cancer
« Diabetes < Dental & Oplical
healthy and safe work environment for all =Biel ~Siureionen

employees, as well as providing support for ,

individual employees who may face HIV/AIDS

. . . The Qe Gl Gpensabist Codfin
related illnesses. MUST in partnership with Meru Lokt 7 I B N et M Do S orspp B il

For mors information reach us at | 4254 703 656 265 | info@merudoctorsplaza com

Doctor’s Plaza Hospital ran a medical camp for

MUST family on Monday Feb 14, 2022 at main campus.

Disability Mainstreaming policy - The University disability mainstreaming policy exist to
promote, protect and ensure the full and equal enjoyment of all human rights and
fundamental freedoms by all persons with disabilities, and to promote respect for their
inherent dignity. New buildings are constructed with disabled persons in mind and existing
buildings have been modified to cater for their needs.

Market place practices
Responsible competition practice
In a bid to ensure responsible competition practices, the University ensures that there is
fair administrative justice in line with article 47 of the constitution and the fair
administrative action Act of 2015.
Responsible Supply chain and supplier relations
The University, ensures that supplier suitability by ensuring that there is a database of
registered suppliers and procurement opportunities are availed to them equally. Once
goods and works received or completed are inspected and accepted, the University
ensures that respective payments are made within the provided timeline.
Responsible marketing and advertisement
The University places adverts on various newspapers, University website and social
media to market its academic programmes. These adverts are made in an ethical and
acceptable manner.
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d) Product stewardship
The University ensures that all its academic programmes meet the requirements of the
Commission for University Education and other regulatory bodies.

v) Corporate Social Responsibility / Community Engagements

a) E-Pivot Project Hosts a Farmers Day Event

E-Pivot stands for: Enhancing Partnerships for Industry-led Vocational Training and
Education. Meru University of Science and Technology hosted a farmer’s day on 6t October,
2021. This event played a pivotal role to farmers by exposing them to modern irrigation systems
that are being adopted by farmers to ensure
efficiency in the use of water leading to reduced
costs and enhanced production. The crop that was
showcased under this project was sweet potatoes.
There was the demonstration of the workings of
the smart irrigation system, the sweet potato crop
management system and the value-added
products from the crop. With the knowledge and
skills that the farmers learnt during the event, they
can now double or triple their production of sweet
potatoes in the region.

b) MUST hosts numerous Virtual Career Mentorship Programmes in a bid to empower

7o) students across the globe to take up growth
o opportunities within the education sector. Here’s
VIRTUAL CAREER MENTORSHIP PROGRAMME -
“BEYOND THE LECTURE HALL' one that was hosted virtually on 215t March 2022.
e Topic: “How to Identify and Unleash your
qf : Founder & Chief Executive of Bpicenter Africa Led Potenﬁal"
4 l-.-c.:-:-m... an :m;r::..x

o
( ) Clinton Nyakang’i
2 | MSe Student in Food Science & Technology. MUST
b ; [ Topic: |
T |
I Fostgraduate studios:
Experience of MUST

Hosted by: The f Quativy

and Career

c)Meru University of Science and Technology hosts educational tours within it's main campus
for primary and high school students. This is a

great opportunity to learn more about our |
programmes, the variety of career [EEEETEI. " ii“ .
opportunities available and the MUST ¢+ Sy “
University ~ Student  Experience ~ while 3 . AL
empowering the younger generation to focus e VRS CINTIIN

on education as a critical factor to personal and o B “;‘! WA ﬁ?\'l‘ ; .;‘}/

community development.

Here is a photo from a visit by Kanyakine High
School in January 2022 as they received a
mentorship talk at our amphitheatre.
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REPORT OF THE COUNCIL

The University Council submits its report together with the financial statements for the year
ended June 30, 2022 which show the state of the University’s affairs.

Principal activities

The principal activities of the University continue to be provision and advancement of
university education and training to appropriately qualified candidates leading to the
conferment of degrees and award of diplomas and certificates and such other qualifications
as the Council and the Senate may from time to time determine and in so doing, contribute

to labour market needs.

Results
The financial performance results of the University for the year ended June 30, 2022 are set

out on page 1.

University Council
The members of the University Council who served during the year are shown on pages vii
to xiii

Auditors
The Auditor General is responsible for the statutory audit of MUST in accordance with
Article 229 of the Constitution of Kenya and the Public Audit Act 2015.

By Order of the Council.

a“@om

Prof. Romanus Odhiambo
Vice Chancellor
Date: September 28, 2022

xliii



Meru University of Science and Technology
Annual Report and Financial Statements
For the year ended June 30, 2022

STATEMENT OF COUNCIL’S RESPONSIBILITIES

Section 81 of the Public Finance Management (PFM) Act, 2012 and Section 47 of the Universities Act
No. 42 of 2012, require the University Council to prepare financial statements in respect of that
University, which give a true and fair view of the state of affairs of the University at the end of the
financial year and the operating results of the University for that year. The University Council is
also required to ensure that the University keeps proper accounting records which disclose with
reasonable accuracy the financial position of the University. The University Council is also
responsible for safeguarding the assets of the University.

The University Council is responsible for the preparation and presentation of the University’s
financial statements, which give a true and fair view of the state of affairs of the University for and
as at the end of the financial year. This responsibility includes:

(i) Maintaining adequate financial management arrangements and ensuring that these
continue to be effective throughout the reporting period;

(i) Maintaining proper accounting records, which disclose with reasonable accuracy at any
time the financial position of the University;

(iii) Designing, implementing and maintaining internal controls relevant to the preparation and
fair presentation of the financial statements, and ensuring that they are free from material
misstatements, whether due to error or fraud;

(iv) Safeguarding the assets of the University;

(v) Selecting and applying appropriate accounting policies; and

(vi) Making accounting estimates that are reasonable in the circumstances.

The University Council accepts responsibility for the University’s financial statements, which have
been prepared using appropriate-accounting policies supported by reasonable and prudent
judgements and estimates, in conformity with International Public-Sector Accounting Standards
(IPSAS), and in the manner required by the PFM Act, 2012 and Section 47 of the Universities Act
No. 42 of 2012. The University Council is of the opinion that the University’s financial statements
give a true and fair view of the state of University’s transactions during the financial year ended
June 30, 2022, and of the University’s financial position as at that date. The University Council
further confirms the completeness of the accounting records maintained by the University, which
have been relied upon in the preparation of the University’s financial statements as well as the
adequacy of the systems of internal financial control.

Nothing has come to the attention of the University Council to indicate that the University will not
remain a going concern for at least the next twelve months from the date of this statement.

Approval of the financial statements
The University’s financial statements were approved by the Council on 28" September, 2022 and

signed on its behalf by:
/ <—
Vice Chancellor Chairman
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OFFICE OF THE AUDITOR-GENERAL P.O. Box 30084-00100

e NAIROBI
Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON MERU UNIVERSITY OF SCIENCE AND
TECHNOLOGY FOR THE YEAR ENDED 30 JUNE, 2022

PREAMBLE
| draw your attention to the contents of my report which is in three parts:

A. Report on the Financial Statements that considers whether the financial statements
are fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

B. Report on Lawfulness and Effectiveness in Use of Public Resources which considers
compliance with applicable laws, regulations, policies, gazette notices, circulars,
guidelines and manuals and whether public resources are applied in a prudent,
efficient, economic, transparent and accountable manner to ensure Government
achieves value for money and that such funds are applied for the intended purpose.

C. Report on Effectiveness of Internal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, the risk
management environment and the internal controls, developed and implemented by
those charged with governance for orderly, efficient and effective operations of the
entity.

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts
of the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Meru University of Science and
Technology set out on pages 1 to 38, which comprise of the statement of financial position
as at 30 June, 2022, and the statement of financial performance, statement of changes
in net assets, statement of cash flows and statement of comparison of budget and actual
amounts for the year then ended and a summary of significant accounting policies and
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other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. | have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

In my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Meru University of Science and Technology as at
30 June, 2022, and of its financial performance and its cash flows for the year then ended,
in accordance with International Public Sector Accounting Standards (Accrual Basis) and
comply with the Public Finance Management Act, 2012 and the Universities Act, 2012.

Basis for Qualified Opinion
1. Material Uncertainity on Sustainability of Services

The statement of financial performance for the year reflects Kshs.1,254,466,392 and
Kshs.1,408,523,355 in respect to total revenue and total expenses respectively resulting
to a deficit of Kshs.154,056,964 (2020/2021: Kshs.199,240,072). The deficit resulted to
an increase in accumulated deficit from Kshs.670,707,283 as at 30 June, 2021 to
accumulated deficit of Kshs.824,764,247 as at 30 June, 2022.

Further, the current liabilities of Kshs.447,330,773 exceeded the current assets of
Kshs.311,218,757 resulting to a negative working capital of Kshs.136,112,016. The
University is therefore technically insolvent. However, the financial statements have been
prepared on a going concern basis on the assumption of continued financial support from
the Government and its creditors.

In the circumstances, the University is likely to face financial challenges and might find it
difficult to sustain its services.

2. Unsupported Property, Plant and Equipment - Land Records

The statement of financial position reflects a balance of Kshs.2,630,851,248 in respect
of property, plant and equipment. However, as previously reported, and as disclosed in
Note 18 to the financial statements, the balance includes land with a value of
Kshs.108,292,000 which is based on a valuation done in 2009 over thirteen (13) years
ago. In addition, the land ownership documents provided for audit indicate that one parcel
of land is registered under Meru University College of Science and Technology while the
other parcel is in the name of Meru College of Technology.

In the circumstances, the accuracy and completeness of the balance of
Kshs.108,292,000 in respect to property, plant, and equipment could not be confirmed.

3. Unsupported Rent and Rates Expenditure

The statement of financial performance reflects an amount of Kshs.1,319,292,354 in
respect to operational expenses and as disclosed in Note 10 to the financial statements,
which includes Kshs.160,699,133 incurred on other operating expenses. This further
includes Kshs.14,378,921 in respect to rent and rates for Meru University Campus located
in Meru town. The lease agreement required the University to pay a monthly rent of
Kshs.930,917 for the initial two (2) years and Kshs.1,024,008 for the next two (2) years
and Kshs.1,126,385 for the final year. However, as previously reported, no evidence was
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provided to confirm that the identification of these offices was subjected to procurement
procedures.

In the circumstances, the accuracy and completeness of the expenditure amount of
Kshs.14,378,921 in respect to rent and rates could not be confirmed.

4. Accuracy of the Statement of Cash Flows

The statement of cash flows reflects net cash flow from operating activities of
Kshs.105,085,517 in respect of 2020/2021. However, the audited financial statements for
2020/2021 reflects a different balance of Kshs.136,541,017. Further, the same statement
reflects net cash flow from financing activities of Kshs.265,046,833 in respect to
2020/2021. However, the audited 2020/2021 financial statements reflect
Kshs.233,591,333 in respect to the same item. Management did not provide explanation
or reconciliations for the variances noted.

In the circumstances, the accuracy and completeness of the statement of cash flows for
the year ended 30 June, 2022 could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the Meru University of Science and Technology
Management in accordance with ISSAI 130 on Code of Ethics. | have fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. | believe
that the audit evidence | have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

Other Matter

1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts for the year reflects final
budgeted revenue of Kshs.1,122,613,055 and actual revenue of Kshs.1,254,466,392
resulting to a net revenue surplus of Kshs.131,853,337 or 12% of the budget. In addition,
the statement reflects final budgeted expenditure of Kshs.1,122,613,055 and actual
expenditure of Kshs.1,408,523,355 resulting to a net over-expenditure of
Kshs.285,910,300 or 25% of the budget.

Further, there was no evidence provided by the Management for audit to show if a
supplementary budget was approved for the over expenditure of Kshs.285,910,300
contrary to Section 12 of the State Corporation Act, 2010 which provides that no State
Corporation shall, without prior approval in writing of the Minister and The National
Treasury incur any expenditure for which a provision has not been made in the annual
estimates.

In the circumstances, Management was in breach of the law.
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2. Unresolved Prior Year Matters

There were issues raised in the audit report for 2020/2021 financial year. However, the
issues remain unresolved contrary to Section 149(2)(l) of the Public Finance Management
Act, 2012 which require Accounting Officers in respect of the entity concerned to try to
resolve any issues resulting from an audit that remain outstanding.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lawfulness
and Effectiveness in Use of Public Resources section of my report, | confirm that, nothing
else has come to my attention to cause me to believe that public resources have not been
applied lawfully and in an effective way.

Basis for Conclusion

1. Ethnic Composition of Employees

Review of records revealed that out of a total of 406 employees, 263 employees or 65%
were from the dominant ethnic community contrary to Section 7(2) of the National
Cohesion and Integration Act, 2008 which provides that no public establishment shall
have more than one third of its staff from the same ethnic community.

In the circumstances, Management was in breach of the law.

2. Delayed Completion of Sports Field

The statement of financial position and as disclosed in Note 18 to the financial statements
reflects property, plant and equipment balance of Kshs.2,630,851,248 which includes
Kshs.928,853,555 in respect to work-in-progress, out of which Kshs.171,537,625 relates
to the construction of sports fields.

Records indicates that the University entered into a contract for the construction of sports
fields on 30 July, 2020 at a cost of Kshs.232,742,353 for a performance period of twenty-
nine (29) weeks, commencing from 14 September, 2020 with expected completion date
of 2 March, 2021 which was later extended to 30 October, 2023. As at the time of audit
in December, 2022, the total works completed amounted to Kshs.171,537,625 or 74% of
the contract sum.

However, audit inspection conducted in December, 2022 revealed that the project had
stalled, and the contractor was not on site . Further, no document or record was provided
to confirm the overall completion level and reasons for the delay.

In the circumstances, the value for money for the expenditure amount of
Kshs.171,537,625 could not be confirmed.

3. Delayed Appointment of Senior Academic Staff

During the year under review, the University paid Kshs.951,627 to two (2) senior
academic staff as acting allowance. However, review of human resource records provided
for audit revealed that the two staff members had acted for more than six months contrary

Report of the Auditor-General on Meru University of Science and Technology for the year ended 30 June, 2022
4



to Section C.14 (1) of the Public Service Commission Human Resource Policies Manual,
2016 which states that when an officer is eligible for appointment to a higher post and is
called upon to act in that post pending advertisement of the post, he is eligible for payment
of acting allowance at the rate of twenty percent (20%) of his substantive basic salary.
Acting allowance will not be payable to an officer for more than six (6) months. No
plausible explanation was given on why the University was unable to appoint substantive
holders for the two positions through a competitive recruitment process.

4. Receivables from Exchange Transactions - Student Debtors

The statement of financial position and as disclosed in Note 16 to the financial statements
reflects Kshs.116,174,595 in respect to receivables from exchange transactions which
further include students’ debtors of Kshs.114,696,875. However, measures taken by
University Management to ensure collection of the outstanding student debt of
Kshs.114,696,875 was not provided for audit review contrary to Regulation 64(1)(a) and
(b) of the Public Finance Management (National Government) Regulations, 2015.

In the circumstances, the University was in breach of the law and the recoverability of the
outstanding student debt of Kshs.114,696,875 is doubtful.

The audit was conducted in accordance with ISSAI 4000. The standard requires that |
comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. | believe that the audit evidence | have obtained is sufficient and
appropriate to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, | confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and overall governance were not effective.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that | plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overall governance were
operating effectively, in all material respects. | believe that the audit evidence | have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and the University Council

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Public Sector Accounting Standards (Accrual
Basis) and for maintaining effective internal controls as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and overall governance.
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In preparing the financial statements, Management is responsible for assessing the -
University’s ability to continue to sustain its services, disclosing, as applicable matters
related to sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the University or to cease operations.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit
Act, 2015.

In addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

The University Council is responsible for overseeing the University’s financial reporting
process, reviewing the effectiveness of how Management monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to overall
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General’s Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with ISSAls will always
detect a material misstatement and weakness when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

In addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, | consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal controls would not necessarily disclose all matters in the internal controls that
might be material weaknesses under the ISSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
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amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate. '

As part of an audit conducted in accordance with ISSAls, | exercise professional
judgement and maintain professional skepticism throughout the audit. | also:

e Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal controls.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Management.

e Conclude on the appropriateness of the Management'’s use of the applicable basis of
accounting and based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the
University’s ability to continue to sustain its services. If | conclude that a material
uncertainty exists, | am required to draw attention in the auditor’s report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
my opinion. My conclusions are based on the audit evidence obtained up to the date
of my audit report. However, future events or conditions may cause the University to
cease to continue to sustain its services.

e Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

e Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the University to express an opinion on the financial statements.

e Perform such other procedures as | consider necessary in the circumstances.

| communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal controls that are identified during the audit.
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| also provide Management with a statement that | have complied with relevant ethical *
requirements regarding independence and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence and
where applicable, related safeguards.

cpm CBS

AUDITOR-GENERAL

Nairobi

20 April, 2023
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Meru University of Science and Technology
Annual Report and Financial Statements
For the year ended June 30, 2022

STATEMENT OF FINANCIAL PERFORMANCE
FOR THE YEAR ENDED 30 JUNE 2022

1-2022 - 2020-2021
'Notes S ? KS's.’
Revenue from non-exchange transactions :
Grants in Aid senmt w6 718,136,740 - 768,564,995
Donations and Gifts 7 358,200 3,792,735
718,494,940 772,357,730
Revenue from exchange transactions
Tuition and other Fees 8 506,963,101 227,206,461
Other Income 9 29,008,351 22,249,641
535,971,452 249,456,103
Total revenue 1,254,466,392 1,021,813,833
Expenses
Opérational Expenses 10 1,319,292,354 1,156,999,103
Academic Costs 11 38,978,733 42,156,500
Administration Costs 12 32,434,948 12,742,655
Student Welfare 13 17,817,321 9,155,646
Total expenses 1,408,523,355 1,221,053,905
(Deficit) (154,056,964)  (199,240,072)

The notes set out on pages 8 to 43 form an integral part of these Financial Statements. The
Financial Statements set out on pages 1 to 7 were signed on behalf of the University Council

by m

CPA Franco Mutua
ICPAK No. 11498
E T*‘ ? ) Ag Finance Officer P . o
= Date: September 28, 2022 / L

Prof. Bosire Monari Mwebi, Ph.D.
Chairman of the Council
Date: September 28, 2022

Prof. Romanus Odhiambo Ph.D.
Vice Chancellor
Date: September 28, 2022
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STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2022

Assets
Current Assets KShs KShs
Cash and cash equivalents 14 167,915,314 148,693,819
Prepayments 15 13,062,739 23,525,543
‘Receivables from exchange transactions 1677 rasweean] 16174 5957 rtmnneat 13-498 829
Inventory 17 14,066,109 11,845,056
Total Current Assets 311,218,757 297,563,247
Non-current assets
Property, plant and equipment 18 2,630,851,248 2,580,927,064
Biological Assets 19 540,000 280,000
Intangible Asset (ERP) 20 6,422,405 19,186,220
Total Non-current Assets 2,637,813,653 2,590,393,284
Total Assets ~2,949,032,410 2,887,956,531
Liabilities
Current liabilities
Trade and other payables from exchange 21 394,871,523 451,380,811
transactions ; :
Provisions 22 52,459,250 30,686,724
Deferred Income 23 ' - 55,400,396
Total liabilities 447,330,773 537,467,931
Net assets 2,501,701,637 k 2,350,488,600
C‘apital k 24 3,266,625,812 2,961,355,812
Reserve Reserve ’ 25 (824,764,246) (670,707,283)
Revaluation Reserve 26 59,840,071 59,840,071
Total net assets and liabilities 2,501,701,637 2,350,488,600

The Financial Statements set out on pages 1 to 7 were signed on behalf of the University

@y, o
CPA Franco Mutua
ICPAK No. 11498

Ag Finance Officer
Date: September 28, 2022

Council by:

/ S—
ﬁ/%%c?/

Prof. Bosire Monari Mwebi, Ph.D.
Chairman of the Council
Date: September 28, 2022

=t

Prof. Romanus Odhiambo Ph.D.
Vice Chancellor
Date: September 28, 2022
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STATEMENT OF CHANGES IN NET ASSETS
FOR THE YEAR ENDED 30 JUNE 2022

Note 24 AT A 25

Balance as at 30 June 2020 2,696,308,9'}9 (471,467,211)

Development Grants 233,591,333 i -

 Add: NRF Eqdiﬁn:é;” Grant -~ | |3TAS500 5 VR 1R
Deficit T (199,240,072)

Balance as at 30 June 2021 2,961,355,812 (670,707,283)

Development Grants 300,000, 000 B -

Add: NRF Equipment Grant 5,270, ooo ki

Deficit ' s » o (154,056,964)

Bildrice as'at 30 JneRR2: 3,266;éé§:§i2' Y  (824,764,246)

Revenue Reserve

2,284,681,839
233,591,333

mmm ]

31,455,500

(199,240,072)
2,350,488,600
300,000,000
5,270,000

'(154 056,964) 2
2,501,701,636

Revenue reserve is the accumulated surpluses and deficits made by the University over the

years.

Capital
Capital is composed of:

e The assets inherited from Meru College of Technology in July 2009 less liabilities as

at that time.

¢ The accumulated development funds from the Government of Kenya or other

external donors since the financial year 2008/09.

e NRF Equipment Grant: This is a concessional Infrastructural grant of KShs. 56

Million from National Research Fund. It was accounted as cash and cash equivalent

for in 2018/2019 as well as a payable as per the contract. The funds are capitalised

once the agreed equipment are purchased and put in use.

Revaluation Reserve

Revaluation reserve was created when Furniture, Computers, Machinery and Equipment,

and Motor Vehicles were revalued. Furniture, Computers, Machinery and Equipment were

revalued in the Financial Year 2017/18 while Motor Vehicles were revalued in Financial

Year 2019/ 20.
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STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2022

The Financial Statements set out on pages 1 to 7 were signed on behalf of the University

Council by:

@ny,
CPA Franco Mutua
ICPAK No. 11498

Ag Finance Officer

ZU

- KSHS.

KSHS.

NOTES
Surplus for the year (154,056,964) (199,240,072)
Adjustment for: : 3 ’
(Gain)/ Loss on Revaluation of biological asset 19 (260,000) (30,000)
A:Depr‘eciaticym Charge STEE A1 1 10(e) 144,000,637 142,690,082
Operating surplus before working capital changes (10,316,326) (56,579,991)
Decrease(increase) in Receivables and Prepayments 7,787,038 2,85 1,673
'Decrease(increase) in Inventory ; (2,221,053) (3,939,059)
Increase(Decrease) in Current Liabilties (90,137,158) 162,752,893
g : (84,571,173) 161,665,508
N_et cash generated from Operating Activities (94,887,499) 105,085,517
CASH FLOWS FROM INVESTING ACTIVITIES : 5t 12 i
Purchase of PPE 18 (190,951,968) (531,647,569)
: Purchase of Software 20 (209,038) (550,620)
Purchase of Biological Assets 19 - 713,800
Net cash flows from investing Activities (191,161,006) (531,484,389)
CASH FLOWS FROM FINANCING ACTIVITIES
GoK Grants allocated to Finance Capital Project 24 300,000,000 233,591,333
NRF Equipment Grant : 5,270,000 31,455,500
Net cash flows from Financing Activities 305,270,000 265,046,833
Net Increase (Decrease) in cash and cash equivalents 19,221,495 (161,352,039)
Cash and cash equivalents at beginning of year 148,693,819 310,045,858
Cash and cash equivalents at end of year 14 167,915,314 148,693,819

| [ . W
Bruncs

Prof. Bosire Monari Mwebi, Ph.D.
Chairman of the Council
Date: September 28, 2022

et

Prof. Romanus Odhiambo Ph.D.
Vice Chancellor
Date: September 28, 2022

Date: September 28, 2022
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STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS
FOR THE YEAR ENDED 30 JUNE 2022

; 20212022 20212022 2021-2022 20212022 20212022 %
Revenue KShs KShs KShs KShs KShs '
Grants in Aid 758454 2292196 718136740 718,136,740 SR 100%

Tuition and other Fees 332,977,000 45000000 377,977,000 506,963,101 128986,100.83 UK T e
Other Income 21499315 5,000,000 26,499,315 29,366,551 EIREFREY KN AT T
Total income 1070320859 52292196  1,122,613,055 1254466392 131,853,337 112%

Expenses

Operational Expenses :

a) Personnel 72960272 522919 781984918 966347393  (I84362475)  124% c
Fatfo [t K Vi dhinamate , ST Hi

b) Maintenance Costs 24,135,750 2 24,135,750 29465973 (5330,223) 122% d
) Council Expenses 14,901,500 z 14,901,500 18779217  (3877,717)  126% ‘

d) Other Operational 175,310,087 - 175310087 304,699,770  (129,389,683) 174%

Expenses

AcademicCosts 80078250 - 80078250 - i+38,978,733 | |\ FATNMISIZI [T A% | e
Administration Costs 25,324,750 Z 25,324,750 32434948  (7,110,198) 128% h
Student Welfare 20877800 - 20,877,800 17817321 3060479 8%
Totalexpenses 1070320859 5229219 1122613055 1408523355 (2859103000  125%

g e e B - (154056964) 417,763,637

Notes to the Statement of Comparison of Budget and Actual Amounts
The original budget was KShs. 1,070,320,859. The actual expenditure was KShs.
1,408,523,355. Therefore, the utilization level was 126%.

Adjustments: A supplementary budget of KShs. 52,292,196 increased the budget to KShs.
1,122,613,055. The supplementary budget affected the Government Transfers and also the
Appropriation in Aid. During the year, the GOK recurrent budget allocation was
increased by KShs. 2,292,196. The amount was meant to boost the allocation for the
payment of enhanced basic salaries after implementation of CBA 2017/21. The AIA was
projected to increase by KShs. 50,000,000. On the other hand, the payroll budget was
increased by KShs. 52,292,196 as a result of implementation of the new basic salaries as
per CBA 2017/21.

a) Tuition and Other Fees: During the FY 2021/22, the University managed to generate
a total Tuition and Other Fees of KShs. 506,963,101 against a budget of KShs.
377,977,000 or 134% of the budgeted revenue. The reason for the good performance
is that learning went on for the entire year without any interruptions. In addition, the
semester that was deferred during the FY 2020/21 due to COVID-19 was recovered
during the first quarter of the FY 2021/22. The University had three semesters during
the year running from: June 2021-September 2021, September 2021-January 2022, and
January 2022-May 2022. A normal financial year has two semesters only.
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b)

8)

Other Incomes: During the FY 2021/22, the University managed to generate a total
Other Incomes of KShs. 29,366,551 against a budget of KShs. 26,499,315 or 111% of the
budgeted revenue. The reason for the good performance is that some incomes that
relate to student activities like revenue from cafeteria increased because of
uninterrupted learning throughout the financial year.

Personnel Emoluments: The cumulative utilization level for personnel emolument
was KShs. 966,347,393 against a budget of KShs. 781,984,918 or 124% of the budget.
The University implemented the payment of basic salaries using the diagonal method
as per the CBA 2017/21. Further, the University had more semesters during the year
in an attempt to recover the time lost in the Academic Year 2020/21 as a result of
COVID-19 pandemic. Consequently, the expenditure on part-time went up
significantly. The University had semesters running from: June 2021-September 2021,
September 2021-January 2022, and January 2022-May 2022.

Repairs and Maintenance: The cumulative utilization level was KShs. 29,465,973
against an annual budget of KShs. 24,135,750 or 122%. Repairs are done when
necessary. The university has annual service level agreement with some vendors for
maintenance of equipment. Motor vehicles are taken for regular services after a given
mileage. However, due to the fact that semesters were running back to back and the
high students and staff population in session, there was need to spend slightly more
on repairs due to heavy use of facilities.

Council Expenses: The cumulative utilization level for Council expenses was KShs.
18,779,217 against a budget of KShs. 14,901,500 or 126% of the budget. The
expenditure included trainings organised by SCAC.

Other Operational Expenses: The cumulative utilization level was KShs. 304,699,770
against a budget of KShs. 175,310,087 or 174% of the budget. The major cause of the
adverse variance is Depreciation Expense. The Depreciation Expense had been under
budgeted due to the fact that the annual budget had been capped at KShs.
1,070,320,859. Depreciation is a non-cash flow expense. The annual budget for
depreciation was KShs. 2,773,087 against the depreciation expenses of KShs.
144,000,637. In addition, although the University was very prudent in the use of
resources, and wastages were minimized, the costs remained high due to the semi
variable nature of the expenses. The inflation being experienced in the country also
affected the university operations expenses.

Academic Expenses: The cumulative utilization level for the year was KShs.
38,978,733 against the budget of KShs. 80,078,250. The utilization level was at 49%.
Some of the reasons for under expenditure include the fact that, due to adjustments
in secondary schools’ term dates, teaching practices planned for the year were pushed
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h)

to the following financial year; and during the year, development of new programmes
was minimized in order to focus on the already existing programmes.

Administration Costs: The cumulative utilization level was KShs. 32,434,948 against
a budget of KShs. 25,324,750 or 128% of the budget. The budget was exceeded due to
increased level of activities during the year.

Students Welfare Expenses: The cumulative utilization level was KShs. 17,817,321
against a budget KShs. 20,877,800 or 85%. The level of activities was low during the
early part of the year because the restrictions on sporting activities had not been lifted.
Even after the restrictions were lifted, it took time before the universities could start
following the normal sporting calendar.
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NOTES TO THE FINANCIAL STATEMENTS

1. General Information
The University is established by and derives its authority and accountability from University
Act 2012. The University is wholly owned by the Government of Kenya and is domiciled in
Kenya. The university’s principal activity is to provide quality university education, training
and research in science technology and innovation.

2. Statement of Compliance and Basis of Preparation

The financial statements have been prepared on a historical cost basis except for the
measurement at re-valued amounts of certain items of property, plant and equipment. The
preparation of financial statements in conformity with International Public Sector Accounting
Standards (IPSAS) allows the use of estimates and assumptions. It also requires management
to exercise judgement in the process of applying the University’s accounting policies. The areas
involving a higher degree of judgement or complexity, or where assumptions and estimates are
significant to the financial statements, are disclosed in Note 5 of these financial statements.

The financial statements have been prepared and presented in Kenya Shillings, which is the
functional and reporting currency of the University. The financial statements have been
prepared in accordance with the PFM Act, the State Corporations Act and International Public
Sector Accounting Standards (IPSAS). The accounting policies adopted have been consistently
applied to all the years presented.

3. Adoption of New and Revised Standards
j)  New and amended standards and interpretations in issue effective in the year ended 30 June
2022.
IPSASB deferred the application date of standards from 15t January 2022 owing to Covid
19. This was done to provide entities with time to effectively apply the standards. The
deferral was set for 1st January 2023.

i) New and amended standards and interpretations in issue but not yet effective in the year

ended 30 June 2022.
Standard Effective date and impact:
IPSAS 41: | Applicable: 1 January 2023:
Financial The objective of IPSAS 41 is to establish principles for the financial reporting
Instruments of financial assets and liabilities that will present relevant and useful

information to users of financial statements for their assessment of the
amounts, timing and uncertainty of an entity’s future cash flows. IPSAS 41
provides users of financial statements with more useful information than
IPSAS 29, by:

(a) Applying a single classification and measurement model for financial
assets that considers the characteristics of the asset’s cash flows and the

objective for which the asset is held;

(b) Applying a single forward-looking expected credit loss model that is

applicable to all financial instruments subject to impairment testing; and
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Standard Effective date and impact:

(c) Applying an improved hedge accounting model that broadens the
hedging arrangements in scope of the guidance. The model develops a
strong link between an entity’s risk management strategies and the
accounting treatment for instruments held as part of the risk
management strategy.

IPSAS 42: | Applicable: 1%t January 2023

Social Benefits | The objective of this Standard is to improve the relevance, faithful
representativeness and comparability of the information that a reporting
entity provides in its financial statements about social benefits. The
information provided should help users of the financial statements and
general purpose financial reports assess:

(@) The nature of such social benefits provided by the entity;

(b) The key features of the operation of those social benefit schemes; and

(c) The impact of such social benefits provided on the entity’s financial

performance, financial position and cash flows.

Early adoption of standards
The University did not early - adopt any new or amended standards in year ended 30 June,
2022.

4. Summary of Significant Accounting Policies
a) Revenue recognition
i) Revenue from non-exchange transactions - IPSAS 23

Transfers from other government entities

Revenues from non-exchange transactions with other government entities are measured
at fair value and recognized on obtaining control of the asset (cash, goods, services and
property) if the transfer is free from conditions and it is probable that the economic
benefits or service potential related to the asset will flow to the University and can be
measured reliably.

Government Grants and Assistance

Financial assistance provided by the Government is recognised in the year it was received
or when the entitlement for the revenue is established. Most of the government grants and
assistance received are considered to be contributions. A contribution occurs when the
University receives an asset without having to give equal value to the other party / parties
of the transfer. If the consideration received is in the form of a contribution, the income is
to be recognised as revenue when all of the following conditions have been satisfied:

9
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The University obtains control of the contribution or the right to receive the contribution;
It is probable that the contribution will flow to the University; and the amount of the
contribution can be reliably measured.

Income is therefore, only recognised when the University has control over the
contribution, which is usually achieved through receipt or when entitlement for the
revenue is established. If the government contributions are received with conditions
attached, and contributions have to be refunded if the conditions are not met, then
revenue should not be recognised until all of those conditions are met and treated as
income in advance or monies held from the government.

Revenue from exchange transactions - IPSAS 9
The University recognises revenue arising from the following transactions and events:

e Student fees and charges;
e The rendering of services; and
e Other revenue.

Measurement of Revenue
Revenue is measured at the fair value of the consideration received or receivable, where
in most cases, the consideration is in the form of cash or cash equivalents.

Recognition of Revenue

Revenue is recognised when the amount of revenue can be reliably measured, it is
probable that the future economic benefits will flow to the University and specific criteria
have been met for each of the following activities as described below.

Student Fees and Charges

Student fees and charges are recognised as revenue in the year which the service is
provided to students. Student fees and charges received that relate to the service to be
rendered in the future period are treated as income in advance.

Rendering of Services
Revenue recognition based on contracts to provide services require income to be
recognised in stages of completion often as a percentage of services performed to the total
of services to be provided as stipulated in the contract. Revenue associated with the sale
of services is recognised by reference to the stage of completion of the transaction at the
reporting date when the outcome of a transaction involving the rendering of services can
be estimated reliably. The outcome of a transaction can be estimated reliably when all of
the following conditions are satisfied:
i.  The amount of revenue can be measured reliably;
ii. It is probable that the economic benefits associated with the transaction will flow
to the University;
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iii.  The stage of completion of the transaction at the reporting date can be measured
reliably; and

iv.  The costs incurred for the transaction and the costs to complete the transaction can
be measured reliably.

Revenue is recognised only when it is probable that the economic benefits associated with
the transaction will flow to the University. However, when an uncertainty arises about
the collectability of an amount already included in revenue, the uncollectable amount, or
the amount in respect of which recovery has ceased to be probable, is recognised as an
expense, rather than as an adjustment of the amount of revenue originally recognised.

Other Revenue
Other revenue represents miscellaneous income and other grant income not derived from
core business and is recognised when it is earned.

b) Budget information - IPSAS 24

The annual budget is prepared on the accrual basis, that is, all planned costs and income
are presented in a single statement to determine the needs of the University. As a result
of the adoption of the accrual basis for budgeting purposes, there are no basis, timing or
entity differences that would require reconciliation between the actual comparable
amounts and the amounts presented as a separate additional financial statement in the
statement of comparison of budget and actual amounts.

c) Property, plant and equipment - IPSAS 17

All property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses. Cost includes expenditure that is directly attributable to the
acquisition of the items. When significant parts of property, plant and equipment are
required to be replaced at intervals, the University recognizes such parts as individual
assets with specific useful lives and depreciates them accordingly. Likewise, when a major
inspection is performed, its cost is recognized in the carrying amount of the plant and
equipment as a replacement if the recognition criteria are satisfied. All other repair and
maintenance costs are recognized in surplus or deficit as incurred. Where an asset is
acquired in a non-exchange transaction for nil or nominal consideration the asset is
initially measured at its fair value.

e) Financial instruments - IPSAS 29

Financial assets

Initial recognition and measurement

Financial assets within the scope of IPSAS 29 Financial Instruments: Recognition and
Measurement are classified as financial assets at fair value through surplus or deficit,
loans and receivables, held-to-maturity investments or available-for-sale financial assets,
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as appropriate. The University determines the classification of its financial assets at initial
recognition.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. After initial measurement, such
financial assets are subsequently measured at amortized cost using the effective interest
method, less impairment. Amortized cost is calculated by taking into account any
discount or premium on acquisition and fees or costs that are an integral part of the
effective interest rate. Losses arising from impairment are recognized in the surplus or
deficit.

Impairment of financial assets

The University assesses at each reporting date whether there is objective evidence that a
financial asset or an entity of financial assets is impaired. A financial asset or a University
of financial assets is deemed to be impaired if, and only if, there is objective evidence of
impairment as a result of one or more events that has occurred after the initial recognition
of the asset (an incurred ‘loss event’) and that loss event has an impact on the estimated
future cash flows of the financial asset or the University of financial assets that can be
reliably estimated. Evidence of impairment may include the following indicators:

> The debtors are experiencing significant financial difficulty

>  The probability that debtors will enter bankruptcy or other financial
reorganization

>  Observable data indicates a measurable decrease in estimated future cash
flows (e.g. changes in arrears or economic conditions that correlate with
defaults).

e) Inventories - IPSAS 12
Inventory is measured at cost upon initial recognition. After initial recognition, inventory
is measured at the lower of cost and net realizable value.

Inventories are recognized as an expense when deployed for utilization or consumption
in the ordinary course of operations of the University.

f) Provisions - IPSAS 19

Provisions are recognized when the University has a present obligation (legal or
constructive) as a result of a past event, it is probable that an outflow of resources
embodying economic benefits or service potential will be required to settle the obligation
and a reliable estimate can be made of the amount of the obligation.

12
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The expense relating to any provision is presented in the statement of financial
performance net of any reimbursement.

Contingent liabilities

The University does not recognize a contingent liability, but discloses details of any
contingencies in the notes to the financial statements, unless the possibility of an outflow
of resources embodying economic benefits or service potential is remote.

g) Nature and purpose of reserves
The University creates and maintains reserves in terms of specific requirements. The
University has one reserve namely Revenue Reserve.

Revenue Reserve is composed of accumulated surplus or deficits.

Capital is composed of the following:
@® Value of non-current assets as at 30 June 2009,
® Development grants received from the government from July 2009 to date, and
® Transfers from Revenue Reserve. Capital expenditure over and above the
development grants from the Government is financed by the Revenue Reserve.

h) Changes in accounting policies and estimates - IPSAS 3

The University recognizes the effects of changes in accounting policy retrospectively. The
effects of changes in accounting policy are applied prospectively if retrospective
application is impractical.

i) Employee benefits - IPSAS 25

Retirement benefit plans: The University provides retirement benefits for its employees.
Defined contribution plans are post-employment benefit plans under which the
University pays fixed contributions into a separate University Pension Scheme (a fund),
and will have no legal or constructive obligation to pay further contributions if the fund
does not hold sufficient assets to pay all employee benefits relating to employee service
in the current and prior periods. The contributions to fund obligations for the payment of
retirement benefits are charged against income in the year in which they become payable.

j) Related parties - IPSAS 20

The University regards a related party as a person or an entity with the ability to exert control

individually or jointly, or to exercise significant influence over the University, or vice versa.

Members of key management are regarded as related parties and comprise the Chancellor,

the Council members, the Vice Chancellor, the Deputy Vice Chancellors, and senior managers.

k) Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and cash at bank and also call accounts.

13



Meru University of Science and Technology
Annual Report and Financial Statements
For the year ended June 30, 2022

I) Comparative figures
Where necessary comparative figures for the previous financial year have been amended
or reconfigured to conform to the required changes in presentation.

m) Subsequent events - IPSAS 14

The University adjusts the financial statement for events after the reporting date together
with the appropriate disclosures. The University adjusts the amount recognised in its
financial statement to reflect the adjusting events after reporting date. Some examples of
adjusting events include:

i) Settlement after the reporting date of a court case

ii) The receipt of information after reporting date indicating that an asset was
impaired at the reporting date

iii) Determination after reporting date of the cost of an asset purchased before
reporting date

iv) Discovery of fraud or errors that show that the financial statements were incorrect.

n) Biological Asset - IPSAS 27

The university biological assets are measured on initial recognition and at each
reporting date at their fair value less costs to sell, except for the case where the fair value
cannot be measured reliably.

The University recognises a biological asset or agricultural produce when and only
when:
e the University controls the asset as a result of past events;
e itis probable that future economic benefits associated with the asset will flow
to the University; and
e the fair value or cost of the asset can be measured reliably.

In agricultural activity, control may be evidenced by, for example, legal ownership of
cattle and the branding or otherwise marking of the cattle on acquisition, birth, or
weaning. The future benefits are normally assessed by measuring the significant
physical attributes. A biological asset is measured on initial recognition and at the end
of each reporting period at its fair value less costs to sell. Cost may sometimes
approximate fair value, particularly when:

e little biological transformation has taken place since initial cost incurrence or

e the impact of the biological transformation on price is not expected to be

material

If an active market does not exist, the University uses one or more of the following, when
available, in determining fair value:
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@® the most recent market transaction price, provided that there has not been a
significant change in economic circumstances between the date of that
transaction and the end of the reporting period;

® market prices for similar assets with adjustment to reflect differences; and

@® sector benchmarks such as the value of an orchard expressed per export tray,
bushel, or hectare, and the value of cattle expressed per kilogram of meat.

5. SIGNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION
UNCERTAINTY-IPSAS 1

The preparation of the University's financial statements in conformity with IPSAS
requires management to make judgments, estimates and assumptions that affect the
reported amounts of revenues, expenses, assets and liabilities, and the disclosure of
contingent liabilities, at the end of the reporting period. However, uncertainty about these
assumptions and estimates could result in outcomes that require a material adjustment to
the carrying amount of the asset or liability affected in future periods.

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation
uncertainty at the reporting date, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial year,
are described below. The University based its assumptions and estimates on parameters
available when the consolidated financial statements were prepared. However, existing
circumstances and assumptions about future developments may change due to market
changes or circumstances arising beyond the control of the University. Such changes are
reflected in the assumptions when they occur.

Useful lives and residual values
The useful lives and residual values of assets are assessed using the following indicators
to inform potential future use and value from disposal:
> The condition of the asset based on the assessment of experts employed by the
University
> The nature of the asset, its susceptibility and adaptability to changes in technology
and processes
> The nature of the processes in which the asset is deployed
Availability of funding to replace the asset

> Changes in the market in relation to the asset

v
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The following are the estimated useful lives of the various assets:

Details Rate of depreciation
Buildings 4%

Furniture & Fittings 10%

Computers 20%

Motor Vehicles 20%

Machinery & Equipment 10%

Biological Asset Not depreciated
Work in Progress Not depreciated
Land Not depreciated

[t is the policy of the University to charge full year’s depreciation on the year of purchase
and nil depreciation on the year of disposal.

Provisions

Provisions were raised and management determined an estimate based on the
information available. Provisions are measured at the management's best estimate of the
expenditure required to settle the obligation at the reporting date, and are discounted to

present value where the effect is material.

16
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5 years
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Notes to the Financial Statements Continued...
6. Transfers from GOK

a) Grants in Aid:

b) Transfers from Ministries, Departments and Agencies

17
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED...

Dairy Beef Cattle

i Cattle

COST KShs KShs
Net Book Value as at 30.06.2019 416,000 391,077
Additions 1,860,000
R R T TTTTTB800

416,000 2,274,877
Less Disposal 0% - 1,727,077
Net Book Value as at 30.06.2020 416,000 547,800
Additions R - -
Changés in fair value z 30,000 -

446,000 547,800
Less Disposal ; 166,000 547,800
Net Book Value as at 30.06.2021 280,000 -
Additional Calf - 20,000
Changes in fair value b : 240,000 -
Net Book Value as at 30.06.2022 520,000 20,000

Biological assets include both dairy cows and beef cattle. Beef cattle were bought for
consumption in 2019/2020 financial year. By 30t June 2021, all the beef animals had
been consumed. On the other hand, the University had three dairy cows valued at

KShs. 280,000.

By the end of the financial year 2021/22, the university had the three dairy cows and
a bull calf. The animals were valued by a veterinary officer to determine their fair
value. The value increased to KShs. 540,000 as per the professional valuer s report

hence a gain on revaluation.

27

Total

KShs
807,077

1,860,000

2,690,877
1,727,077
963,800
30,000
993,800
713,800

280,000

20,000
240,000
540,000
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED...

Intangible asset is Enterprise Resource Planning system known as Microsoft
Navision. The system was commissioned in the Financial Year 2014/15 and is
expected to serve the University for a period of ten years.
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21 TRADE AND OTHER PAYABLES i 2
CDF Account 4,839,270 3,673,802

Cystic Echinococcosis Project-Prof Magambo e 8635 38,635
Dr. Eunice Marete -Research Project 458,650 458,650
Dr. Joshua Arimi NACOSTI - 2,500 2,500
HELB Control Account 7 431,900 714,000
Insurance Claim Refunds - 130,001 130,000
MUST Alumni Association 12,060,027 10,312,703
MUST Pension Scheme 251,291 251,291
P.AY.E 279,582 1,830,359
Quality Assurance(CUE) Fees 2,572,000 X
Quality Audit Fees 30,828,864 27,433,664
Placement Fees (KUCCPS) DL - 2,207,500
Accreditation (Regulating Body) Fees 3,135,550 2,356,900
Students Indexing by Regulator Fees 1,867,750 900,450
Teaching Practice fees 10,552,000 7,860,300
Research Administration Fund 1,151,938 701,494
Retention Money for Projects 22,500,733 22,500,733
SAMU Subscriptions : 135,139 652,008
Sundry Creditors 128,340,164 174,952,912
NBK Recurrent Unidentified deposits - 43,172 43,172
NBK Fees Collection A/c Unidentified Deposits 386,530 260,553
NBK Project A/C Unidentified Deposits 1,146,547 996,547
Equity Fees A/c Unidentified Deposits 1,056,928 590,708
KCB Fees Coll Unidentified Deposits 23007938 5% 1,791,453
Co-op Fees Coll Unidentified Deposits 2,557,465 1,661,979
~ NBK Main Unidentified Deposits 315,125 175,205
Equity Operations A/c Unidentified Deposits 18,000 -
KCB Operational Unidentified 163,249 104,549
VAT on Purchases 210,604 452,196
Withholding Tax ] 313,386 17,756
MEIWA Project 848,580 848,580
Joy Riungu-Ultafiti Project - 4,963,013
CNEAT Research Project 4,213,628 6,590,733
‘Research Funds : ; 24,444,188 32,816,814
Salaries General 35,567 81,360
Crowd/Participatory Sensing Project 3,068,111 4,945,510
Gratuity Owing 36,966,025 34,686,022
EA WHO Research Centre 19,518,948 24,817,448
Epivot Project 4,481,361 -
KCSAP Research Project-Masinde 893,775 2,415,133
KCSAP Camel Meat- Dr. Arimi 262,000 325,000
International Found. For Sci-Cecilia Wanjau : 275,240 501,750
Kenya National Inov. Agency - Dr. Mwiti 800,000 800,000
- KCSAP Research - Dr. Jane Rutto : 184,250 101,450
Team 2019 VLIR-OUS Project 184,700 184,700
~ Miraa Research Centre 2,162,556 2,428,196
Students Fees Prepayment 56,535,693 58,661,033
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27. Cash generated from operation

NOTE KSHS. KSHS.

Surplus for the year -154,056,964  -199,240,072
Adjustment for : S ;

(Gain)/ Loss on Revaluation of biological asset 19 -260,000 -30,000
Depreciation Charge ; 10(e) 144,000,637 142,690,082
Operating surplus before working capital changes -10,316,326 -56,579,991
Decrease(increase) in Receivables and Prepayments 7,787,038 2,851,673
Decrease(increase) in Inventory -2,221,053 -3,939,059
Increase(Decrease) in Liabilties (Creditors) -90,137,158 162,752,893

-84,571,173 161,665,508

Net cash generated from Opetaﬁng Activities -§4,887,499 105,085,517.

28. Related Party Disclosure

Council

The Council members, except the Vice Chancellor, were paid sitting allowances, per
diem, mileage, and air fare, and for Chairman- Director’s fee and telephone allowance.
The University also paid for their medical insurance cover. The University paid the
Council members a total of KShs 18,779,217 in form of allowances. None of the Council
members was advanced a loan by the University during the Financial Year. None of the
Council members had other dealings with the University other than as a Council
member.

University Management Board Members

The total amount paid to the University Management Board members in terms of salaries
and allowances was KShs. 46 million. None of the University Board members was
advanced a loan by the University during the Financial Year. None of the University
Management Board members had other dealings with the University other than as an
employee of the University.

Government

The Government of Kenya is the largest single sponsor of the University. During the
year, the University received KShs. 1,018,136,740 from the Government for Recurrent
and Capital expenditure. The Government is responsible for the appointment of the
Council Members.

29. CONTINGENT LIABILITIES
There was no contingent liability worth reporting during the year.
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30. FINANCIAL RISKS

The University has initiated and facilitated the process that will see the enhancement
of risk management. It has an integrated risk management framework. The University
recognizes the critical role the risk management will continue to play in its endeavour
to carry out its business in a dynamic environment. The University is committed to
ensuring that corporate governance and risk management are deeply entrenched in
its strategy and culture. An elaborate risk management strategy that will provide
direction on matters of policy and guide the implementation and control has been
developed.

This risk management framework captures the following among other things: -
® The University’s risk appetite and parameters;

The University’s risk matrix that highlights the rating of risks;

The structure of managing risks and accountabilities;

The processes, procedures and reports that manage risks;

The mitigating factors, prevention, contingency plans and controls.

The University’s core business involves major engagements with financial
transactions and processes which pose certain risks. The University Council has the
overall responsibility for the establishment and oversight of the University’s risk
management framework. The University Council has delegated its risk management
to the ‘Audit Committee’. One of the responsibilities of this committee is to review
risk management strategies in order to ensure business continuity and survival. Most
of the financial risks arising from financial transactions and processes are managed
by the ‘Finance Committee” of the University Council.

The financial management objectives and policies are as outlined below: -

a) Liquidity Risk

Liquidity risk is the risk that the University will not have sufficient financial resources to
meet its obligations when they fall due or will have to do so at excessive costs. This risk
can arise from mismatches in the timing of cash flows from revenue and
capital/operational outflows, assets and liabilities according to their maturity profiles.

The objective of the liquidity management is to ensure that all foreseeable operational and
capital commitment expenditure can be met under both normal and stressed conditions
and the mismatch is controlled in line with allowable risk levels. The University has
adopted an overall balance sheet approach which consolidates all sources and uses of
liquidity, while aiming to maintain a balance between liquidity, cash flows and interest
rate considerations. The University’s liquidity and funding management process
includes: -
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« Projecting cash flows and considering the cash required and optimizing the short
term requirements as well as the long term funding,
* Maintaining balance sheet liquidity ratios.

Prudent liquidity risk management includes maintaining sufficient cash to meet
University obligations. The University manages liquidity risk by maintaining adequate
cash reserves to ensure liabilities are paid as they fall due and to cushion against any
liquidity risk. The table below shows the University’s financial liabilities that will be
settled on a net basis.

The amounts disclosed are the contractual undiscounted cash flows:

Financial Assets KShs KShs

Cash and cash equivalents 167,915,314 148,693,819
Prepayments e 13,062,739 23,525,543
Receivables from exchange transactions 116,174,595 113,498,829
Inventory 14,066,109 11,845,056

311,218,757 297,563,247

Financial liabilities

Trade and other payables 394,871,523 451,380,811
Provisions 52,459,250 30,686,724
Deferred income Biar - 55,400,396
Total Liabilities 447,330,773 537,467,931
Net Liquidity (136,112,016)  (239,904,684)
Liquidity Ratio 0.70 0.55

A liquidity ratio increased from 0.55: 1 in the FY 2020/21 to: 0.7: 1 in the FY 2021/22.
However, a liquidity ratio of less than one is an indication that an organization is
technically insolvent (having financial problems and is unable to meet its obligations
when they fall due).

b) Market Risk

Market risk is the risk that the fair value of future cash flows of financial instruments
will fluctuate because of changes in foreign exchange rates, prices and interest rates.
The objective of market risk management policy is to protect and enhance the
Statements of Financial Position and Performance by managing and controlling
market risk exposures within acceptable parameters, and to optimize the funding of
business operations and facilitate capital expansion. The University is exposed to the
following market risks: -
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(i) Currency Risk

Currency risk arises primarily from purchasing imported goods and services from
overseas or indirectly via local supplies, or services that are priced in foreign currency.
Nevertheless, the currency risk is minimal as cash and cash equivalents held with
banks are denominated in Kenya Shillings and there were minimal dealings in foreign

currency.

(ii) Interest Rate Risk

The University is exposed to various risks associated with effects of fluctuations in
the prevailing levels of market interest rates on its financial position and cash flows.
Interest margin may increase as a result of such changes but may reduce losses in the
event that unexpected movement arises. The University closely monitors interest rate
movements and seeks to limit its exposure by managing the interest rate and maturity
structure of assets and liabilities on the statement of financial position.

The interest rate risk was minimal as the University does not have any borrowings.

c) Operational Risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of
causes associated with the University’s processes, personnel, technology and
infrastructure and from external factors other than credit, market and liquidity risks
such as legal and regulatory requirements and generally acceptable standards of
corporate behaviour. The University seeks to ensure that key operational risks are
managed in a timely and effective manner through a framework of policies,
procedures and tools to identify, assess, monitor and report such risks. The
University’s objective is to manage operational risk so as to balance the avoidance of
financial losses and damage to the University’s reputation with overall cost
effectiveness and to avoid control procedures that restrict initiative and creativity. The
primary responsibility for the development and implementation of controls to
address operational risk is assigned to senior management. The responsibility is
supported by the development of overall standards for the management of
operational risk in the following areas: -

* Requirements for appropriate segregation of duties, including the independent
authorization of transactions;

* Requirements for the reconciliation and monitoring of financial transactions;

+ Compliance with regulatory and legal requirements;

* Documentation of controls and procedures;

* Requirements for the yearly assessment of operational risks faced and the
adequacy of controls and procedures to address the risks identified;
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+  Requirement for the reporting of operational losses and proposed remedial
action;

+ Training and professional development;

+ Ethical and business standards;

+ Risk mitigation, including insurance where it is effective.
Operational risks are documented in the ‘Risk Register and Opportunity Assessment
Document’ and are managed by the Risk Management Committee established to
spearhead and coordinate risk management activities. The measures taken include
proactively identifying, analysing and mitigating risks in all facets of the business.

d) Compliance and Regulatory Risk

Compliance and regulatory risk includes the risk of non-compliance with regulatory
requirements. The University complied with all externally imposed requirements
throughout the year.

e) Legal Risk

Legal risk is the risk of unexpected loss, including reputational loss, arising from
defective transactions or contracts, claims being made or some other event resulting
in a liability or the loss for the University, failure to protect the title to and liability to
control the rights to assets of the University (including intellectual property right),
changes in law, or jurisdictional risk. The University manages legal risk through the
legal office, legal risk policies and procedures and the effective use of internal controls
and external lawyers.

f) Credit Risk

Credit risk is the risk that a borrower is unable to meet his financial obligations to the
lender. The University’s credit risk is attributable to its cash and cash equivalents and
trade receivables. Both bank balances and trade receivables are fully performing and
no debt has been impaired. The amount that best represents the University’s
maximum exposure to credit risk is made up as follows:

& & s

Liabilities i i .

Trade and other payables 394871523 451,380,811
Provisions 52,459,250 30,686,724
Deferred income Lo ‘5>5,4'00,396

Total Liabilities ik : 447,330,773,;: 537,467,931
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31. OPERATING LEASES
The University has two operating leases:
i. Hart Towers
Meru Town Campus is housed in Hart Towers. Hart Towers is a five storeyed
building located in Meru Town centre. The University occupies 2nd, 3rd and 4th floors
of the building. The lease is for six years with effect from the year 2018.

The University intends to close the Town campus and exit the premises by 31
December 2022. The landlord has already been issued with the exit notice.

ii. Marimba Farm

On May 1, 2014, the University entered into a fifteen years’ lease agreement with
the Ministry of Agriculture, Livestock and Fisheries for the lease of Marimba Farm.
Marimba Farm is the property of Agricultural Development Corporation which is
under the Ministry of Agriculture, Livestock and Fisheries. The lease agreement
states that University will pay KShs. 1,400,000 per annum for the first three years.
After three years, the rent will be reviewed upwards. The lease agreement also
provides that the fifteen-year contract is divided into three terms and each party can
terminate the contract after every five-year term.

32. Events after the reporting period
No event, either adjusting or non-adjusting has been reported after the balance sheet
date.

33.  Ultimate and Holding Entity
MUST is a Semi- Autonomous Government Agency under the Ministry of
Education. Its ultimate parent is the Government of Kenya.

34. Currency

The financial statements are presented in Kenya Shillings (KShs). The figures are
rounded up to the nearest shilling.
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APPENDIX II: PROJECTS IMPLEMENTED BY THE ENTITY

Projects implemented by Meru University funded by development partners:

e GOK mmmyz 20WEO o
Construction of
Sports fields
‘Science Building
Mariene Institute:
Administration and GOK Jul-20 - June 23
lecture theatre '

Jul-20 - June 23 40,000,000 No Yes

: f’i‘..iﬁ?b:’!me 24

Maﬁehe Institute: o

Modern Library GOK Jul-20-June23 60,000,000 No Yes

Status of Projects Completion

i 2

(i geinecring 673131871 643131871 98% 20,000,000 20,000,000 GOK
2 Complex o 1 |

Construction  of
Sports fields
{ Nursing and ; { | 5
3 Health Science 500,000,000 71,308,037 14% 60,000,000 60,000,000 GOK
 Building | 3, f % |
Mariene Institute:
Administration
4 230,000,000 80,003,940 35% 60,000,000 60,000,000 GOK
and lecture
theatre |
- Mariene Institute: ‘ , i ‘
5  Science | 150000000 80405337 54% 60,000,000 | 60,000,000 GOK
filaboratories. . .\ OO ] AR
Mariene |
6  Institute: Modern 150,000,000 77,704,190 52% 60,000,000 60,000,000 GOK
Library

600,000,000 171,537,625 29% 40,000,000 40,000,000 GOK

T
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APPENDIX III INTER-ENTITY TRANSFERS

Break down of Transfer from the State Department of Umversnty
Education

a) RECURRENT GRANTS

Bank statement date Amount (KShs) FY to which the

amounts relate
1 3/8/2021 59,653,712 2021/2022
2 1/9/2021 59,653,712 2021/2022
3 29/09/2021 : 59,653,712 2021/2022
4 2/11/2021 59,653,712 2021/2022
5 25/11/2021 59,653,712 2021/2022
6 28/12/2021 59,653,712 2021/2022
7 1/2/2022 ' 59,653,712 2021/2022
8 2/3/2022 | 59,653,712 2021/2022
9 1/4/2022 59,653,712 2021/2022
10 28/04/2022 59,653,712 2021/2022
11 06/06/2022 60,799,810 2021/2022
12 28/06/2022 ' 60,799,810 2021/2022

 Total | 718,136,740

b) DEVELOPMENT GRANTS

Bank statement date Amount (KShs) FY to which the
amounts relate
1 14/09/2021 60,000,000 2021/2022
2 14/09/2021 90,000,000 2021/2022
3 16/3/2022 60,000,000 2021/2022
4 23/3/2022 90,000,000 2021/2022
Total 300,000,000

The above figures have been reconciled with the records at the State Department of
University Education and Research (Ministry of Education).

Sign .............. YT AR

Finance Officer Head@f Accquntmg Uit

Meru University State Department of Unlversnty Education
of Science and Technology Ministry of Education
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APPENDIX IV: RECORDING OF TRANSFERS FROM OTHER GOVERNMENT
ENTITIES

The University did not receive funds from any other Government entity other than
State Department of University Education and Research (Ministry of Education).
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