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KEY UNIVERSITY INFORMATION AND MANAGEMENT

(a}  Background Information

i. Background

Egerton University is the premier Apricultural public University in Keaya, It was founded in
1939 under the name Egerton Farm School. By 1955, it was upgraded and renamed Egerton
Agricultoral College. It becane a constituent college of the University of Nairobi in 1986 and a
year fater i 1987 became a fully fledged University following the Enactment of the Egerton
University Act of 1987, This Act was repealed and replaced by the Universities Act No 42 of
2012,

ii. Vision
A world class University for the advancement of humanity,

il Mission
To generate and disseminate significamt knowledge and offer exemplary education this
contributes to national and global development.

(b)  Principal Activities
The Core business of the University as provided by the Universities Act No 42 of 2012 of the
Laws of Kenya inchides:

- Teaching

- Discovery, transmission, and preservation of knowledge

- Promotion of social farmess in all matters affecting students and staff

- LCooperation with Govemiment in the planned development of university education

- Advizory and consultancy services

(e)  Key Organs of the University
The University’s day-to-day management is under the following kev orpans:
. University Council '

. University Management Board
The Senate

L
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(d)  Fiduciary Management
The key manapement personnel who held office during the financial vear ended 30 June 2014
and who had dircct fiduciary responsibility are shown on page 8,

(c) Fiduciary Oversight Arrangements

The Universily Council is responsible and accountable 1o the Government of Kenya through the
Ministry of Education, Science and Technology for ensuring that the University complies with
the Universities Act 2012, the University Statutes (2013) and adheres to the highest standards of
corporate governance as prescribed in the State Corporations Act and the University Council
Charter,

The Council consists of nine members- the Chainman & five other members, representative of
the Mational Treasury, Representative of the Principal Secretary Ministry of Education Science
& Technology and the Viee Chancellor,

(f) Headguarters Contacts
Fgerton University
P.O. Box 536 - 20115, EGERTON
KENYA
Tel: (254) 051-2217891/2/051-2217781
E-mail: infoi@iegerton.ac. ke
Website; www. epertonae ke

{(g)  Bankers Co-operative Bank of Kenya Ltd.
Kenya Commercial Bank Lid, P.0O. Box 2082 — 20100,
Egerton University Branch, NAKURU
PO, Box 248 — 20115, EGERTON
Harclays Bank of Kenya Ltd.

P.0O. Box 66- 20100
NAKURL

{h)  Indcpendent Anditors (i) Principal Legal Adviser
Auditor General Sheth & Wathigo Advocales
Kenya Mational Audit Office Vickers Building
Anmiversary Towers, University Way P.C Box 611 — 20100
P.0), Box 30084 NAKURD
COP Q0100

Mairobi, Kenvo

Egerton University is 150 9001:2008 Centified
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CHANCELLOR

FPROFESSOR SHEM OYOO0 WANDIGA, EBS, FRSC
EBS, Frsc, B.Sc (Howard University ), M.5e. (Maryland), Ph.D (Reserve Linrversily)
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THE UNIVERSITY COUNCIL
NAME/POSITION QUALIFICATION
Dir. Reardon Olubayo - DM (Kiew),
CHAIRMAN - M.Se. (UON),

- Ph.I2. (Utrecht).,
Mr. Josiah Okumu, B.Ed. (UOMN),
Member M.Ed. (Wales).
Mrs. Joy Munthi, Rep. P.5. The National
Member Treasury
Mr, Dan N. Nguchu - B.Sc. (Haile Sellasie),
Member - MBA (USILI).
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M. Paul M. Maina,
Member

Mra. Alasa O, Hirsi,
Member

Dr. William K. T. Chong,
MMember

Mrs. Moniea K. Kilonzo
Member

Prof. James K. Tuitoek
heeretary :
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Rep. P.5. Ministry of
Education, Science &
Technology

Dip. Clin, Med [KMTC)
HND (KMTC)
MPH { Western Cape)

- BVM (LJON),
- M.Sc. (Reading).

- BEd, (UON),
- M.Fd. (Bristol),

- B8e. Agric. (UON),
= M.5¢, (Manitoba),
- PLLD. (Guelph),
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MANAGEMENT TEAM

Prof. J. K. Tuitoek,
B.Sc. Agric. (Maiohi),

nM.Sc. (Manitobat. Ph.D. (Guelsh)

Prof. Njenga Munene J
B V.M, M.5c Ph.D. (U.O.N)
Deputy Vice-Chancellor
{ Administration & Fnance)

Prof. R. A. Mwonya,
Dip (Egertan),
B.Sc.. M Sc, Ph.D. {lows)
Daputy Vice-Chancellor
[Acadamic Affairs)

...-

Dr. T. K. Serrem,
Praf. 8. F. O .Owido B.Ed [Mairobl), M.Ed.

B.Sc., M. Ec {U.G.N:I,
Ph.D. {llincie) {ManTﬁE{i i

Regizirar (AA) Registrar (Admin)
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Prof. J. Gowland Mwangl
Dip (Egerton), B.Sc. M.Sc.
(Georgia), Ph.D. (Ohic State)
Deputy Vice-Chancellor
{Research & Extension)

Prof, A.C. Kibor
B.V.M., M.Sc. (U.O.N),

Ph.D. (Edinburgh)
Director (R & E)
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Frof. L.N. Hakhona-Wati

Mr. Moses .0. Ouma X
C.P.A (K), B.Agbm (Egerton), MBA (KU) o 'UE,'S:’;TS:*.'D' I

Finance & Accounts Contraller (Nakury Town Campus Colfege)

University Librarlan
M’z Janegrace Kinyanjui
BA, MSc.
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CHAIRMAN®S STATEMENT

It 1z my honour, duty and privilege to present you an everview of the Unmiversity performance jor
the year ended 30" June 2014. Despite the many challenges facing the University’s operating
environment. especially the presence snd continuous entry of public and private universitics in
Makaru and other major towns in Kenya, Egerton University continues to implement and focus
on its chjectives,

Governance

The University is focused in enhancement of Egerton as a centre of excellence in agriculiure
through training, research; extension services and policy formulation to promote food secarity as
part the University’s contribution towards the achievement of vision 2030 through flagship
projecis,

The University has put initiatives for the umaround of Ngongongeri and the ARC Hodel to make
them viable commercial enterprises now run ag Eperton University Investment Company under
the management of a Managing Director.

Financing and Policies

During the year ended 30" June 2014, Egerton University was mainly funded through the
Govermnment Capitation (59%) and Appropriation in Aid (A-[-A) (41 %) for its mecerrent
expenditure.

Finally, let me thank the Government of Kenya, Council members, Management and StafT for
their dedication and participation over the vesr in striving 0 make Eperton a world class

University for the advancement of Humanity,

Dr. Reardon Olubayo, Ph.D
Chairman, Egerton University Council

Egerton University is IS0 %001 2008 Cerlified
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VICE-CHANCELLOR’S REPORT

I have the pleasure to present the Annual Report and Financial Stetemenis of Egerton University
for the year ended June 30, 2014 as per the Universities Act 20112 and the Public Audii Act 2003,

During the year under review the University realized a surplus of Ksh 448,812,768 as compared
with Ksh 565,418,752 for the vear ended June 30, 2013, The University has continued 10 expand
ils [inancial resource base and penerated increased levels of appropriation in Ald (A-L1-A) over
the last four years as shown in the iable and figure below.,

Income

INCOME TRENDS 1M K5HS 000"

Incoime Typae Juine 2311 Juine 2012 Jusrme 20013 June 2014
Revanue from Exchange Transact ans e R Li44 18R 2,118 568 148810
Reverme ‘rom Mor-Exchange Transackans 1081585 1,180,584 iLBIRAL e
Totsh Income 1184,186 3,434 763 4,043,480 5,773,803
e N e . e
T S —_— A1} P
Toral imearne
50,3
A
_Eeeue from Now Tackae gy
| et Tiiiiat bt
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e s—— — Feveras bor Lethasgs Trwnns s
adm
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hane {111 S gLl e 101
= Revarim from fuchange Trarsartoe; e P tase (1o Mo B e Trinsehony Tod feame
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Expenditure

Personnel emoluments continued to comprise the largest part of the expenditure during the year
at 6% of total expenditure while all other expenses constituted the balance of 40%. The table
below shows the expendifure trends over the last five vears, Overall total expenditure has been

rising steadily over the last four vears.

EXPENDITURE TRENDS 1M KSHS 000"

Engrenditune Type June 2011 June 2012 Bune 2043 June 2044 Progoriion
itaff Costs 2.157.314 1083131 4,505,903 S413,145 %
Other Eupenaes Sl 518 1352593% 1,676,804 1111 B46 4%
Total Exparees 3,168,852 346,046 4,135,707 5,334,851 10

RO —— — - - - —_

| Tokal ipeases
mﬂ - ; =
Do - = — ==

Frpure 2« bk pomditnre | rends
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Total Income versus Totrl Kxpendifure

The relationship between income and expenditure is as shown in figure 3. Significant surpiuses
have been realised in the last two yoars.

INEOME ANDG EXPFENDITURE TRENDS OVER THE LAST FIVE YEARS

income/Expendiure June 201 fure 2042 Jure 2013 June 24
Total Income 3.IHL TRE 3,434 769 £ AL E08 L . Ey
Tota! Expendiiurs 3, 1B8 852 3426 046 c, 182,787 3,324,951
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Property, Plant & Equipment

The University™s Property Plant and Equipment has also grown overtime as shown in the table
befow. The reduction in work in progress during the year 2012/2013 was due transiers of
completed buildings then held in work in progress to the asset of buildings.

Ksh "000" Ksh "ooo” Ksh "000"
Type of Property Land & Bulldings W.LP  Other Assets
june 2011 1,068,956 2217 871 177.313
lune 3012 1,055,826 2,472,661 190,236
June 3013 2,796,193 590,458 309,505
lume 3014 2,951 957 1.115.761 218483

1508
1Han
wen i |
! |
| : | |
1 2 i :
e — B H ¥
e & 1|
I i i L
e A1 B jure 1LY * hina i3 o e 1511
FREHET ':'I"I e I _ 1'I.||.|| e I."-.El-:u]ru'--'u.t- :
Working Capital

The University has had a healthy Working capital position with positive net current assets
position over the years as shown below;
Egerton University is ISO 9001:2008 Certificd
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wih “omp' Ksh “000" Kt 00" Kah ‘200"
Wiprking Capital June 0131 June 2011 lung 2013 lung 2014
Tots. turrent Assets TE8.357 1,228,262 1993 0F6 2,515,008
Tote current okt iities £75,038 1,142,561 L 167,590 L B47 0
Net Working Caplital 205,278 85,801 825,477 547,306
m _—— ———— : - - - __:-_ - —- .__I.. —_ —— -
i .
i |
i ] | s e &R |
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The University continued with its Core business of Teaching, Training and Research. Un behalf
of Egerton University 1 wish to take this opportunity to thank the Govemment and all our
development partners who have continued to support the University in 115 endeavour to expand
itz teaching facilities, research, seademic exchange programmes and indusirial linkages.

Finally T would like to express my gratitude to the University Council for providieg enalling
Policy Guidelines and the entire University staff and Students who worked firelessly o ensore
successful and smooth operations of the University during the year 2013/2014.

Thank vou.

Prof. J. K. Taitoek, PhD, FR5.
VICE-CHANCELLOR

15 Egerton Ulniversity i5 150 9001 2008 Cerfified
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CORPORATE GOVERNANCE STATEMENT

COMMITTEES OF COUNCIL

The University Council is responsible and sccountable to the Government of Kenya through the
Minisiry of Fducation, Science and Technology for ensuring that the University complies with
the Universities Act 2012, the University Statutes (2013) and adherss 1o the highest standards of
corporate governance as prescribed in the State Corperations Act and the University Council
Charter.

The Council consists of nine members- the Chairman & five other members, representative of
the National Treasury, Representative of the Principal Secretary Ministry of Education Science
& Technology and the Vice Chancellor, The functions of the Council are;

(1) Adminisier the property and funds of the University in a manner and for purposes which
shall promote the best interests of the University; but the Council shall not charge or
dispose of immovable properly of the University without prior approval of the
Chancellor;

{iily  Receive on behalf of the University or a constitueni college, donations, endowmenis there
from to the constituent college or other bodies or persons;

(i1}  Provide for the welfare of the stall and students of the University;

(iv)  Enter into association with other Universities or other institutions of learning, whether
within or outside Kenva as the Council mayv deem necessary and appropriate; and

(¥) After consultation with the Senate, make regulations goverming the conducl and
discipline ol the students of the University.

The Committees have delegated authority to assist the Council effectively carry out its
obligations.

The University Council and 1ts Committees are supported by the University Management Boand
which consists of ten members.

The Council has eight committees namely

1. Finance, Investment and General Purposes Committee

The Committee recommends to the Council for its approval the annoal estimates and expenditure
and oversee University investments #nd endowment funds and shall pay due regard fo the
necessity to refer matters of major importance to the Council for final approval,

2. Awndit, Governance and Risk Management Comminiee

The Commitize oversee safeguarding ol assets: operstions of adequate systems; conlro
processes, preparation of accurate financial reporting of results: operations and statements

Egerton Umversity 1s IS 9001:2008 Certified
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compliance with legal and statutory requirements and standards; internal and external andits; risk
management strategies; institutional governance; monitoring of performance contract; and
guality assurance,

A Building, Planning & Development Committee

The Committes 15 nhﬂrged with all armangements for construction of new bmldings; reaponsible
tor suthorizing expenditure for capital work with the provision 1o delegate munor muntenance
work (o University Management; and report progress o University Council.

4. Academic and Research Committes

The Committee advises on the development and implementation of academic and research
programmes and policies; make recommendations for the sourcing, admindstration and
distribution of scholarships. oversee a reward scheme for excellence n teaching, research and
extension; receive regular reports from and provide advice to the Deputy Vice-Chancellor
(Acadernic Affairs) and the Deputy Viee-Chancellor (Research and Extension) on the
development of policy and procedures relating to academic and resesrch; and consider and
report any maller referred to it by the Council and Senate.

5 Grievances, Handling and Appeals Committes

The Committce oversees staff, students and other stakeholder’s grievances; and staff and
students appeal against disciplinary action.

. Sealing and Honorary Degree Committes

The Committes authorizes affixing of the University seal to appropniate documents on behalf of
the Council; and nomination of distinguished personalitics in various fields for the conferment of
honorary degrees of the University.

T Appointments Committee
The Committes appoints Professors and Staft in Grade 15: search candidates tor position of
Principal’s; Deputy Vice-Chancellors and Vice-Chancellor and make recommendations 1o the

Council, and consider disciplinary matters for Principals and Depnty Vice-Chancellor’s and
recommend to Couneil.

8. Tegemeo Institute of Agricultural Policy and Development Committee .

The Commiltee has the responsibility to: Provide stewardship and ensure alignment of Institute

Ohbjectives with those of the Uﬂh‘-EI.Ejt}’; Implement and review annually the Institute Strategic
plan: approve the Institle annual budgets, busmess plans and policies; ensure good management
ardd identify risks and nternal controls in the nstilute; monitor and evaliate manapement
perfonmance against approved plans and programmes; approve orgamzotional structures and SRS

17 Egerton University is IS0 90012008 Certified
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advocate on behalf of and enhance the visibility of Tegemeo institute locally and infernationally
and assist in mobilizing resources for the institute,

Egerton University 1s IS0 9001 :2008 Certified
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CORPORATE SOCIAL RESPONSIBILITY STATEMENT

The University continues to engage in a number of Corporate Social Responsibility Activities as
shown below!

Farmers Magazine -“Seeds of Gold”

Egerton University launched a magazine titled the Seeds of Gobd in 15" February 2014,
Speaking during the launch of magaxine in the ceremony held at Eperton university Lord castle
ground, the university vice-chancellor Proi. James Tuitoek, said the launch of magazine was in
line with the umversity obligation of dissemmating crucial information on the latest technology
and research to the farmers to belp them upgrade fo commercial famming. The vice-chancellor
emphasize that the programme aims at enhancing food security and belping the country achieve
its vision 2030 blue print of having enough food for the ever increasing population

The magazine which is a partnership of Egerton University and the Nation Media Group, aims at
helping the farmers 10 access latest research and technology from the researchers based at
Egerton University. The vice chencellor added that the new initiative will pull researchers from
the university research rooms 1o the field to shars what their latest knowledge with the farmers.

Speaking during the same function, the Nakuru county governor Mr. Kinuthia Mbugua in a
speech read on his behalf by county executive member in charge Agriculmre and livestock Dr.
Stanley Chepkwony, praised the initiative saying that the programme has come at 4 time when
the country is struggling to increase food production and that the initiative will benefit millions
of farmers.

The Nation media Group Chief operation officer Tom Mshidi speaking om behalf the Nation
Media Group Chief executive officer Mr. Linus Gitahi, said that Nation Media Group enterad
into a partpership with Egerton university 10 make sure that the research information which was
not availzble to farmers is casily accessible at minimal cost.

19 Egerton University is 150 9001 :2008 Certified
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REPORT OF THE DIRECTORS

The Council submits their report together with the financial statements {or the vesr ended June
30, 2014 which show the state of the Liniversity's financial affairs.

Principal activities

The principal activities of the University are shown on page 3.

Results

The results of the University for the Year ended June 30, 2014 are set oul on page 24.

Directors

The members of the University Council who served during the year are shown on page 6 & 7.

Auditers

The Auditor General is responsible for the statutory audit of the University in accordance with
the Part 111 of the Public Audit Act 2003.

By order of the Cooncil

21 Egerton University is IS0 90012008 Cernified
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STATEMENT OF UNIVERSITY COUNCIL RESPONSIBILITY

Part [II of the Public Audit Act, 2003, requires the Council to prepare financial statements in
respect of that University, which give a true and fair view of the state of affairs of the Universiny
at the end of the hoancial year/period and the operating results of the University For that
vear/period. The Council is also required W ensure that the Umiversity keeps proper accounting
records which disclose with reasonable accoracy the financial position of the Unfversitg, The
Council is also responsible for safeguarding the assets of the Unfversiny.

The Council is responsible for the preparation and preseniation of the Dmiversity’s financial
statements, which give o true and fair view of the state of affiirs of the University for and as at the
end of the financial vear (period) ended on June 30, 2014, This responsibility includes: (i)
maintaining adequate financial management arrangements and ensuring that these continue to be
effective throughout the reporting period; (1) maintaining proper accounting records, which
disclose with reasonable accuracy at any time the hnancial posifion of the University; (i)
designing, implementing and maintaming internal controls rélevant to the preparation and fair

resertation of the financial siatements, and ensuring® that they are free from material
misstsements, whether due to error or frawd; (iv) safeguarding the assets of the Universing (v)
selecting and applying appropriate accounting policies; and (vi) making accounting estimates
that are reasonable in the circumstances.

The Directors accept responsibility for the Dniversity’s financial statements; which have been
prepared using appropnate accounfing policies supporied by reasonable and prudent judgements
and estimates, in conformity with [nternational Public Sector Accounting Standards (IPSAS), and
in the manner required by the Public Audit Act 2003. The Council is of the opinion that the
University's financial statements give a true and fair view of the stete of University s transactions
during the financial year ended June 30, 2014, and of the University's financial position as at that
data. The Direciors further confirm the completensss of the accounting records maintained for the
Lisiversizy, which have been relied upon in the ]:IIHFEI.I.‘E‘H:UI:I of the University v financinl statements
as well as the adequacy of the systems of internal financial control.

Mothing has come 1o the attention of the Counil (o indicate that the Universiy will nol remain a
oing concern [or at least the next twelve months from the date of this stalement, .'II

Approval of the financial statements
The University's financial statements were approved by the Council on 26th September 2014 and

signed on its behalf by:

— Mr. Dan N. Npuchu Prof. James K. Tuitoek, PhD, EBS
Chairman, Council Finance Commitiee Vice Chancellor

Egerton Umiversity s 150 9001:2008 Certified
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OFFICE OF THE AUDITOR-GENERAL
REPORT OF THE AUDITOR-GENERAL ON EGERTON UNIVERSITY FOR THE
YEAR ENDED 30 JUNE 2014

REPORT ON THE FINANCIAL STATEMENTS

I have audited the accompanying financial statements of Egerton University set out on
pages Z4 o 65, which comprse the statement of financial position as at 30 June 2014,
and the statement of comprehensive income, statement of changes in reserves and
statement of cash flows for the year then ended, and a summary of significant
accounting pelicies and other explanatory information in accordance with the provisions
of Article 229 of the Constitution of Kenva and Section 14 of the Public Audit Act, 2003
| have obtained all the information and explanations which, fo the best of my knowledge
and belief, were necessary for the purpose of the audit.

Management's Responsibility for the Financial Statemants

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with Intemnational Fublic Seclor Accounting Slandards
{Accrual Basis) and for such intermal control as management determines is necessary to
enable the preparation of financial statements that are free from material misstatements,
whether due to fraud or error,

The management is also responsible for the submission of the financial statements to
the Audrtor-General in accordance with the provisions of Section 13 of the Public Audit
Act, 2003,

Auditor-General's Responsibility

My responsibility is to express an opinion on these financial statements based on the
audit and report in accordance with the provisions of Section 15 of the Public Audit Act,
2003 and submit the audit report in compliance with Article 228(7) of the Constitution of
Kenya. The Audit was conducted in accordance with International Standards of
Supreme Audit Institutions (ISSAls). Those standards raguire compliance with ethical
requirements and that the audit be planned and performed to obtain reasonable
assurance about whether the financial statements are free from matarial misstatement.

Arn audit involves performing procedures to obtain audit evidence about the amounis
and disclosures in the financial statements. The procedures selected depend on the
auditor's judgment, iInciuding the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error, In making those risk assessment,
the auditor considers internal centrol relevant to the entity's preparation and fair
preseniation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on
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the effectivensss of the University's internal conirol. An audit also includes evaluating
the appropriatanass of accounling policies usad and the reasonableness of accounting
estimates made by the management, as well as evaluating the overall presentation of
the financial statements.

| believe that the audit evidence obtained is sufficient and appropriate to provide a basis
for my gualified audit opinion,

Basis for Qualified Opinion

1. Receivables from Exchange Transactions

The receivables from exchange transactions balance stood at Kshs1,088,625 779 as at
30 June 2014, Included In the balance was an overdue imprests of Kshs. 112,555,799
and zludent debtor's balance of Kshs 842 803 1385,

Although, the University made a provision fer bad debts of Kshs 41,340.570 and the
credit and debt management policy of the University provides that imprest shall be
recovered within one month from the due date, some debls were noled to have been
outstanding since the year 1984 No satfisfactory explanation was given by the
management. In the circumstances therefore, the recoverability of the receivables from
exchange lransactions balance of Kshs, 1,088 625,779 as at 30 June 2014 could not be

confirmed. " o

2. Property, Plant and Equipment
i) Land

As  previously reported, the property, plant and equipment balance of
Kshs. 4,285 717,348 as at 30 June 2014 includes twenly one (21) parcels of land valued
at Kshs. 965 594 B00. It was not clear how this value was arrived at since the Universily
did not have valuation reporiz/documents for the parcels. Further, out of these parcels

only eight (8) of them have title deads.

in the circumstances, the accuracy and ownership of the property, plant and equipment
balance of Kshs.4 265.717 348 as at 30 June 2014 could not be confirmed,

ii) Stalled Projects

The property, plant and equipment balance of Kshs.4, 265 717,348 also includes work in
progress amounting to Kshs. 1,115,267, 365. The work In progress includes an amount of
Kshs. 197 473,480 in respect of two projects, namely the office administration and the
agronomy and horticulture buildings whose construction has sfalled for more than bwenty
(200 vears. The stalled projects continue to tig funds for which the University does not
derive any value Further, the delay in completion of the projects is likely to increase
consiruction costs.

iif) Acquisition of Land

As previously reported, on 3 Seplember 2012 Egerton University entered into an
agreement with African Inland Church (AIC) Kenya, to buy three (3) acres of land,
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registered as LR No. 16672/37 at a price of Kshs. 1,500,000 per acre. The University
paid a deposit of Kshs 1,500 000 on 18 October 2012. According fo clause 3.1 of the
agresment, the balance of Kshs, 3 million was to be paid within 80 days from the date of
agreement, subject to the vendaor issuing the University with ownership documents.

Although, the vendor and the University signed a deed of varation ko extend the
transaction by 90 days, it is not clear when the transaction would be completed since the
document was not dated or signed by an advocale.

The University had neither paid the balance nor received the ownership decurments as
at 30 June, 2014, since there were restrictions placed against the land title.

Qualified Opinion

In my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion paragraph, the financial statements present fairly the financial position of the
University as at 30 June 2014 and of its financial performance and its cash flows for the
year then ended and comply with the International Public Sector Accounting Standards
(Accrual Basig) and Universities Act, 2012 of the Laws of Kenya.

0.

FCPA Edward R. O. Ouko, CBS
AUDITOR GENERAL

Mairobi

15 February 20186
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STATEMENT OF FINANCIAL PERFORMANCE

FOR THE YEAR ENDED 30 JUNE 2014

*nita Total to/ Total Ta
FParticulars A Tum-14 Ig—Jun-13
Hshis. Falus.
Revepus Faoh Nikn-Exchange Trandmciisis
Golk Feocurromt & npiatoo Sl Eim) 2 BIZ2. 379,438 2400, 2B0 658
Rorsarch & Extconsdon lncomac-Delsin © RETIErUE a 369 A G5 046,483 378
Cilyer Kevenue from Nen-Exchange Transpcisons e 115,038 e B LR 1]
Tegemeo Incorne for the period T4 (a)| 148, 10303% LR 1?1060
Total Kevenus ron Xon-Exchange Transactions 3350 304,047 I EIB DZ] IG5
Rovamue fron Exchange Transactions
Tuirican and Eslared Fees 5 LACT 831,634 1 AG3 087 120
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Other Services Rendered o 151971 ME 2157 Jas
Irderead Tncdaeris 7 31164475 11, 589 658
ELEDy imesands Tae tha Pl ] 237,233.535 B 5585 25
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Councdl Expenses o 12,274 562 15 176,388
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EGERTON UNIVERSITY
STATEMENT OF FINANCIAL POSITION
AS AT M JUNE 2014

Note 30-Jun-14 A0-Junm-13
Kshs., Kshs.
ASSETS
Current Assets
Cash i Bank and m Hand 17 {a) 402,113,962 503 000,376
Short Term Fixed Deposits 17 {b) 252483 821 438627 731
Receivahlas from Exchangs Transactions 18(2)| 1088625779 985 T47.607
Receivables from Non-Exchange Transactions | 15 (b) 2,350 587 -
lrrennonies 19 130571 23] 64,305 514
Agricultural A ssets 20 13_-]-.63;[.'&50 98755670
1.049,726.129 2,091,821,9%8
Non Current Assers
Property, Plantd: Equpiment 21(a) 4,265,717,348 3,506,448 259
[iestmenits 22 847,827 Q30 47
4.266.665,175 1507,288.216
Total Assets 6,316,391 504 5.689.210.214
LIABILITIES
Current Liabilities
Bank: Croerdenft 17 () 374,528,690 440 E72 BOS
Trade and Other Pavabies 23 (a) 718,930,795 £91,797,085
Provisions and Accruals 23 (k) - SSLINTA 125 010 637
1.347,699.210 1,167,580,527
Nel Assels W 4.521,620.688
General fund 3.667,479,011 3.632.624 551
Accummlsted SurphisiDeficit) 1303,213 283 £88,996,137
Total Capital and Liabilities 4,968,691 795 4,521 620 638
Prof. James K. Tuitoek, Ph.D, EBS [-DauN. Nguchn

Yice Chancellor

Chairman, Cowncil Finance Commitree
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STATEMENT OF CHANGES IN NET ASSETS

FOR THE YEAR ENDED 30 JUNE 2014

Particulars Note |Capital Reserves| Revenue Reserves | Total

Kehs, Eshs. Kshs,
Period eaded 3 Jupe 2013
Balance 35 at (1072012 3,520 308,674 285,125,558 | 3,803,524,.233
Tegemes Asgets 11,256,876 . 11256876
Adpustments Prior yeat items 1,945,000 15431 827 42 400,827
Capttal Geants 75,000,000 75,000,000
sueplus from operations 565438, 752 053,438 751
Balance as at 30:06/2013 3.632,624,551 888,996,137 | 4,521,620,688
Period ended M June 2014
Balance as of 0011072013 3,632,624,551 588,996,137 | 4,521,620,688
Tegemeo Assets (1395412) (1395.412)
Tegeneo Reserve trasferred to Deferved Inome (36,595 622) (36.595.622)
Capital Grants 2(b) 36,249 872 36249872
Surphes frotn operations 448 812 768 448812 768
Ralinee as at 300672014 1,667,479,011 1301213283 | 4,068,602.205
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STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30™ JUNE 2014

FPartlcaiars Tvode J0-Tin-14 I-Jun-13
Hshs, Kshs.,
Operating Activiiies
Swrjplus Ter the year 448 812 Tdd SO 438,752
Audjustmenis for
Dleprecibsn 15 TR, T TR 137 %8500
Adpusuments i Beserves for prie vears Semms {36,595.602) 33,256,570
Drepreciatim-EUTCO GA27.573 2954 993
movermnent i Provisions for the veal 23 () EZB A2 OET 34,805,505
Priog year mater vehicles {3,969.000)
(Profit) Loss on disposal of Assets ] (4,165 35070 {2EZA30)
{iFain}'Loss on Revahotion of Sharee L& [T 2™
fnvesirnent Imcome T a (I 16025 CLL 559 658)
[nievest Expende i L1372, 087 Efa6] 593
601,746,711 TES B10,722
Changes in Worling Capleal
(erease Y Decreass in Bislagical Ascets 0 (15,874,980} {45,871 830)
(Increase ) Decreds=s m Hecenables 18 {a) C105 228,759 (502484 B31)
(Mnerease) Thecrease m Tnventories o (75125 955) 15,597,758
heredse{Decrease) o Pavables 23 (ay . . 127,138,011 (180,193 5095
{BO_095 044} (718,552,412}
Cash Gopnaratad from Operstinos 602, 650247 G208 310 |
Tnvesting Adctivities
Interest’Bank Charges Paid 10 [11.3T73 087 (2,061,297}
Puachase of Prapesty, Plant and Egupment 21{a) (B4ATE3E512) (54,573,550
Tegemes Assers Additions (33,256,674}
Adpsunents Prior vear ftemns 1,984 500 42 400,827
Decreass i mvestinents 154 B4
Interear paried from ivestments 14 31164425 11,569 658
Casly on Disposal of Agsers 4 4, 180,325 289 454
{BZ1 HE1 3485) {41.267,580)
Financlng Activitles
Gok Capital Grants (b} 35,245,872 15,000, 000
Net Cash from Finoocing Activities g 340 g7 75,000,000
et Increase {Decrease) m. Cash and Cash Equivalents (182,981,209 PO E0G, TI0
Cazh and Cash Equivalents at the stant of the periad 493 050,307 333,249,572
Cith and Cosh Equivalents a1 the Clese of r%n:p:riud 17 {a) AL 0G9, 093 493.050, 302
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STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS

FOR THE YEAR ENDED 30™ JUNE 2014
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Egerton Univeraity Annual Report & Financial Statements for the vear ended 310® Jyne 2014
NOTES TO THE FINANCIAL STATEMENTS

1.1 Statement of Compliance and Basis of Preparation

The Umversity’s financial statements have been prepared m accordance with and comply with
Intemational Public Sector Aceounting Standards (TPSAR) as ispusd by Public Sector Accounting

Standard Board (PSASB) thal was esiablished by the Public Finance Management Act (PFM)
Mo, 18 of 24™ July, 2012. The Board was gazetied by the Cabinet Secretary, National Treasury on
28" February. 2014, The financial statements are presented in Kenya shillings, which is the
functional and reporting currency of the University. The accouniing policies have been
consistently applied to all the vears presented,

ke financial statements have been prepared on the basis of historical cost, unless stated
otherwise. The cash flow statement is prepared using the indirect method. The financial
statements are prepared on acerual basis.

1.2 Summary of significant accounting policies
) Revenue Recognition

§] Revenue from Non-exchange Transactions

Fees

The University recognizes revenues from fees when the event occurs and the asset recognition
criteria are met. To the extent that there 15 a related condition attached that would give rse to a
frability to repay the amount, deferred income is recognized instead of revenue. Other non-
exchanpe revenues are recognized when it is probable that the foture economic benefits or
service potential associated with the asset will flow to the University and the foir value of the
asset can be measured reliably,

Transfers from offier Governmeni Entities

Revenues from non-exchange transactions with other sovernment entities ore measured al fair
value and recognized on obtaining control of the agset (cash, goods, services and property) if the
transfer is free from conditions and it is probable that the ecopomic benefits or service potential
refated to the asset will flow to the University and can be measured reliahly.
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it} Revenue from Exchange Transactions

Rendering of Seevices

The University recognizes revenue from rendering of services by reference to the stage of
completion when the outcome of the transaction can be estimated reliably. The stage of
completion is measured by reference to labour hours incumred to date as a percentage of total

estimated labour hours.

Where the contract outcome cannot be measured reliably, revenue is recognized only to the
extent that the éxpenses incurred are recoverable,

Sale of Goods .

Revenue from the sale of goods is recognized when the significant risks and rewards of
ownership have been transferred to the buver, usually on delivery of the zoods and when the
amount of revenue can be measured reliably and it is probable that the economic benefits or
service potential associated with the transaction will flow 10 the University.

literest Income

Interest income is acerued using the effective yield method. The effective yield discounts
estimated future cash receipts through the expected life of the financial asset to that asset’s net
carrying amount. The method applies this yield to the principal outstanding to determine interest

income each period.

Rental fncome

Rental income arising from operating leases on investment properties is accounted for on a
straight-line basis over the lease terms and included in Tevenue.

by Budget Information

The annual budget is prepared on the acerual basis, that is, all planoed costs and income are
presented in a single statement to determing the needs of the University. As a result of the
adoption of the accrual basis for budgeting parposes, there are no basis, timing or University
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.
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c) Investment Property

Investment properties are measured mitially at cost. including transaetion costs. The camying
amount includes the replacement cosl of components of an existing investment property at the
time that cost is meurred if the recognition eriteria are met and excledes the costs of day-to-day

maintenance of an investment propeny.

Investment property acquired through a non-exchange transaction Is measured at its fair value at
the date of acquisition. Subsequent to initial recognition, investment properties are measured
using the cost model and are deprecinted over a 3U-year period,

Investment properties are derecognized esther when they have been disposed of or when the
investmen! property 15 permanently withdrawn from use and ne future economic benefit or
service potential is expected from its disposal. The difference between the net disposal proceeds
and the carrving amount of the asset is recognized m the surplus or deficit in the perfod of de-
recognition, Transfers are made to or from investment property oaly when there is a chanpe in

HNSE.

d} Property, Plant and Equipment

All property, plant and equipment are sitaded af cost less accumulated depreciatlion and
imparnent logses. Cost includes expenditure that is directly altributable to the sequisition of the
items. When significant parts of property, plant and equipment are required to be replaced ar
intervals, the University recopnizes cuch parts as individual asgets with apecific 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 maimtenance costs are recopnized in suiplus or deficit
as incumed. Where an assel is acquired in @ non-exchange iransaction for nil or nominal

consideration the asset 15 imitially measured at its fair value.

Land is not depreciated a5 it is deemed 10 have an infinite life. Depreciation on other property iz
charged so as (o write off the assets during their estimated useful life, using the straighi- [ine
method. Assets acquired dunng the year atiract tull depreciation charge.

The annual rates used are:-

"

Buildings a 2.5%
Machinery & eguipment - 20%
Furniture & fittings - 12.5%
Diatry equipment / plant / tractors . 10
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Motar vehicles - 23%
Libeary books - 20%
Computers and Appliances - 33.3%
e} Lieases

Finance leases are leases that transfer substantially the entire risks and benefits incidental to
ownership of the leased 11em 1o the University, Aszsets held under a finance lease are capitalized
al the commencement of the lease at the fair value of the leased property or, if lower, at the
present value of the future minimum lease payments. The University elso recognizes the
assoctated lease liability at the mception of the lease, The liability recognized 13 measured as the
present value of the future minimum lease payments at initial recogmtion.

Subsequent to initial recognition, lease payments are apporticned between finance charges and
reduction of the lease liability s0 as to achieve a constant rale of interest on the remaining
balance of the liability. Finanes charges are recognized as hnance costs in surplus or deficit.

An assel held under a finance lease is depreciated over the useful life of the asset. However, if
there is no reesonable certainty that the University will obtain ownership of the asset by the end
of the lease term, the asset is depreciated over the shorter of the estimated useful life of the assci

and the leass term.

Crperating leases are leases that do not transfer substantially all the risks and benefits incidental
to ownership of the leased item to the University. Operating lease payments ere recognized as an
operating expeénse in surplus or deficit on a straight-line basis over the lease term.

f) Intangible Assets

Intangible assels acquired separately are initially recognized at cost. The cost of intangible assets
acquired in a non-exchange transaction 15 their fair velue at the date of the exchange. Following
initial recognition, intangible sssets are carmed at cost less any accumulated amortization and
accumulated impairment losses, Internally generated imangible assets; excluding capitalized
development costs, are not capitalized and expenditure is reflected in sumplus or deficit in the
period in which the expenditure is incurred. The useful |ife of the intangible assets is assessed as
gither finite or indefinite. .

g)  Research and Development Costs

The University expenses research costs as incurred. Development costs on an individual project
arg recognized as intangible assets when the University can demonstrate:

Egerton University is IS0 90012008 Certified
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. The technical feasibility of completing the asset so that the asser will be available for use
or sale

. Its imtention 0 complete and its abiliny (o use or sell the gsset

. How the asset will geperate future economic benefils or service poteatial

. The availability of resources to complete the asget

. The ability to measure refiably the expeaditure during development

Following initial recognition of an assel, the assel 15 carmed at cost less any accumulated

amortization and accumulated impairment losses, Amortization of the asset begins when

development is complete and the asset 15 available for use, 1 15 amortized over the pedod of

expeeted future benefit. During the period of development, the asset is tested for impairment
* annually with any impairment losses fecognized immediately in surplus or deficit

hy Financial Instruments

Financial Assets
Initial Recognition and Measwrement

Financial sssets within the scope of [PSAS 2% Financial Instruments: Recognition and
Measurement are classified as financial aseets at fair value through surplus or deficit. loans and
receivables, held-to-maturity investments or available-for-sale financial assets, as appropriate.
The University determines the classification of its financial assets at initis] recognition.

Loans ond Receivables

Loans and receivables are non-derivative linancial assets with fixed or detenminable payments

that are not quoted in an active market. After inittal measurement, such financial assets are 'i
subsaquently measured at amertized cost using the effective interesi method, less impairment.
Amuriized 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 nterest rate. Losses ansing from impairment
are recognized in the surplus or deficit.

_ Held-to-Maturity y

Mon-derivalive hinancial assets with fixed or determinable payments and fixed maturities are
claswified as held to maturity when the University s the positive intention and ability to hold it
to maturity. After initial measurement, held-to-maturity investments are measured al amortized £
cost using the effective interest method, less impairment. Ameortized cost is caleulated by akipgs

13 Egerton Umversity 13 ISO 9001:2008 Certilied
“Transforming Lives Through Quality Education”



Epgerton University Annual Report & Finencial Statements for the yvear ended 30™ June 2014

the effective mtevest rate, The losses ansing from impairmwent are secopnized in surplus of
deficit.

Impairmeni af Financial Asseis

The University assesses ot each reporting date whether there is objective evidence that a financial
asset or o University 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
resull of one or more events that has occarred after the initial recognition of the asset {an
incurred ‘lass event”) and that loss event has an impact on the estimated future cash flows of the
financial assei or the Universily of Nnancial assels thal can be reliably estimated. Evidence of
impairment may include the following indicators:

- I'he delbtors or a University of debtors are experiencing significant financial difficulty

. Detault or delinguency in interest or principal paymenis :

» The probability that debtors will enter bankrmpicy or other financial reorganization

. Observable data indicates a measurable decrease in estimated futwre cash flows (e,

chenges in amears or economic conditions that correlate with defaults)
] Finaweial Liahilities
Inirigf Recognirfon and Measurement

Financial habilities within the scope of IPSAS 29 are classified as financial liabilitics at fair
value through swplus or deficit or loans and borowings, as appropriate. The University
determines the classification of 115 finencial 1tabilities at inital recognition,

All financial liabilities are recognized initially at fair value and, in the case of loans and
hormrowings, phas directly atiributable transaction costs.

Loans and Borrowing

After initial recognition, interest bearing loans and bormowings are subsequently measursd at
amortized eost using the effective interest method. Gaings and losses are recognized in surplus or
deficit when the liabilities are derecognized as well as through the effective interest method

amortization process,

Amortized cost 15 caleulated by taking into account any discount or premium on acquisition and
fees or costs that arc an integral part of the effective Interest rate.
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]} Inventories

Inventory 15 measurad at cost upon initial recognition. To the extent that inventory was recejved
through non-exchange trensactions (for no cost or for a nominal cost}), the cost of the inventory is
its fair value at the date of scquisition.

Costs incurred in bringing each product to its present jocation and conditions are secounted for,

as follows:
. Raw materials: purchase cost using the weighted average cost method

= Finished goods and work in progress: cost of direct materials and labor and a proportion
of manufacturing overheads based on the normal operating capacity, but excluding

borrowing costs

Aﬁ;:r initial recognition, nventory is messured ot the Tower of cosl and net realizable value,
However, to the extent that a class of inventory is distributed or deploved at no charge or for o
nominal charge, that class of inventory is measured at the lower of cost and cument replacement

Cost,

MNel pealizable value is the estimated selling price in the ordinary course of operations, less the
estimated costs of completion and the estimated costs necessary to make the sale, exchanpe, or

distribotion

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

k} Provisions

Provisions are recogmzed when the University has a present obligation (legal or constructive) as Iz
a cesull of a past event, it is probable that an outflow of resources embodying sconomic bencfits &
oF service potential will be required 1o seitle the obliganon and a reliable estimate can be made of f

the amount of the obligation.

Where the University expects some or all of 2 provision to be reimbursed, for example; under an
insurance contract, the remmbursement 15 recognized as & scparale asset only when the
reimbursement is virteally certain :

-

The expense relating 1o any provision is presented in the statement of financial performance net
of any reimbursement,
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Coniinpent Linhilitics

The University does nol recogmize a contingent liability, but discloses details of any
centingencies in the notes to the financial stalements, unless the possibility of an outflow of

resources embodying econemic benefits or service potential s remote,

Conifingeitl Asseis

The University daes not recognize & conlingent asset, but discloses details of a possible asset
whose exisiénce s contingent on the occurrence or non-pccumence of one or MOMe UNCENAin
future events not wholly within the control of the University in the noies o the financial

stafements. Contingent assets arc assessed continually o ensure that developments are
appropriately reflected in the financial statements. If it has become virtually certain that an
inflow of economic benefits or service potential will arise and the asset’s value can be measured
reliably, the asset and the related revenue are recognized in the financial statements of the period

i which the change occurs.

[} Key Management

The University's key management represents all those staff in grade 16 and above

m} Changes in Accounting Policies and Estimates

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

n) Emplovec Benefits

Retirement Kenefit Plans

The University provides retirement benefits for its employees and. Defined contribution plans
are post employment benefit plans under which an University pays fixed contnibutions nto a
separate University (a fund), and will have no legal or constructive obligation to pay further
contributions if the fund does not hold sufficient assets o pay all employee benefits relating to
emplovee serviee in the current and prior pericds. The contributions to fund obligations for the
payment of retirement benefits are charped against income in the vear in which they become

pavable.
Drefined benefit plans are post-employment benefit plans other than defined-contribution plans.

The defined benefit funds are actuarially valued tri-annually on the projected unit credit method
basis. Deficits identified are recovered through lump sum payments or increased futur
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