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COUNCIL'S REPORT

The Council of Kwame Nkrumah University of Science and Technology ("the University") submits
its report together with the audited financial statements of the University for the year ended 31
December 2020.

Statement of the Council's responsibilities

The Council is responsible for the preparation and fair presentation of the financial statements
comprising the statement of financial position as at 31 December 2020; the statement of
financial performance; the statement of changes in net assets; statement of cash flows for the
year then ended; and the notes to the financial statement which include a summary of
significant accounting policies and other explanatory notes in accordance with International
Public Sector Accounting Standards (IPSAS) and the Kwame Nkrumah University of Science and
Technology (KNUST) Statute.

The Council’s responsibilities include designing, implementing and maintaining internal controls
relevant tothe preparation and fair presentation of these financial statements that are free from
material misstatements, whether due to fraud or error, selecting and applying appropriate
accounting policies, and making accounting estimates that are reasonable in the circumstances.

The Council has made an assessment of the University’s ability to continue as a going concern
and has noreason to believe the University will not be a going concern.

Principal activities

The principal activities of the University are to provide higher education, undertake research,
disseminate knowledge and foster relationships with the outside persons and bodies. The
strategic mandate of the University is derived from Science and Technology inits name.

Results for the year
31-Dec-2020 31-Dec-2019

Surplus/ (Deficit) for the year 170,166,431 (11,046,448)
Total Assets 2,216,750,947 2,711,917,423
Total Liabilities 281,612,698 403,260,288

By order of the Council

s

N OF THE COU VICE-CHANCELLOR
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INDEPENDENT AUDITOR'S REPORT TO THE COUNCIL

Report on the Audit of the Kwame Nkrumah University of Science and Technology's
Financial Statements

Opinion

We have audited the financial statements of the Kwame Nkrumah University of Science and
Technology for the year ended 31 December 2020. These financial statements comprise; the
Statement of Financial Position, Statement of Financial Performance, Statement of Changes in
Net Assets, Statement of Cash Flows for the year then ended, and notes to the financial
statements as set out on page 6 to 47 including a summary of significant accounting policies and
other explanatoryinformation.

In our opinion, the accompanying financial statements give true and fair view of the financial
position of the Kwame Nkrumah University of Science and Technology as at 31 December 2020,
and of its Statement of Financial Performance, Statement of Changes in Net Assets and Cash
Flows for the year then ended in accordance with International Public Sector Accounting
Standards (IPSAS) and in the manner required by the Kwame Nkrumah University of Science and
Technology Act, 1961(Act 80 & 81)

Basis for Opinion

We conducted our audit in accordance with International Standards for Supreme Audit
Institutions (ISSAls). Our responsibilities under those standards are further described in the
Auditor's Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the University in accordance with the Code of Ethics for Supreme Audit
Institutions together with the ethical requirements that are relevant to our audit of the financial
statements in Ghana, and we have fulfilled our other ethical responsibilities in accordance with
these requirements and the Code of Ethics. We believe that the audit evidence we have
obtainedis sufficientand appropriate to provide a basis for our opinion.

Responsibilities of the Council for the Financial Statements

The Council is responsible for the preparation of financial statements under the Accrual concept
in accordance with International Public Sector Accounting Standards (IPSAS), and legislations,
and for such internal controls as the Council determines are necessary to enable the preparation
of financial statements that are free from material misstatements, whether due to fraud or error.

In preparing the financial statements, the Council is responsible for assessing the University's
ability to continue as a going concern, disclosing as applicable, matters related to going concern
and using the going concern basis of accounting unless the Council either intends to liquidate
the University or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the University's financial
reporting process.

KWAME NKRUMAH UNIVERSITY OF SCIENCE AND TECHNOLOGY, KUMASI
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INDEPENDENT AUDITOR'S REPORT TO THE COUNCIL (Cont)

Auditor's Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatements, whether due to fraud or error, and to issue an
auditor's report that includes our opinion. Reasonable assurance is a high level of assurance but
is not a guarantee that an audit conducted in accordance with International Standards of
Supreme Audit Institutions (ISSAls), which is consistent with the Fundamental Auditing
Principles (ISSAls 100-999) of the International Organisation of Supreme Audit Institutions
(INTOSAI) will always detect a material misstatement 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.

As part of an audit in accordance with International Standards of Supreme Audit Institutions
(ISSAls), which is consistent with the Fundamental Auditing Principles (ISSAls 100-999) of
International Organisation of Supreme Audit Institutions (INTOSAI), we exercised professional
scepticism throughout the audit. We also:

O Identified and assessed the risks of material misstatements of the financial statements,
whether due to fraud or error, designed and performed audit procedures responsive to
those risks, and obtained audit evidence that is sufficient and appropriate to provide a basis
for our 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.

O Obtained an understanding of internal controls relevant to the audit in order to design audit
proceduresthatare appropriate in the circumstances, but

O notforthe purpose of expressing an opinion on the effectiveness of the University's internal
controls.

O Evaluated the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Council.

O Concluded on the appropriateness of the Council's use of the going concern 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 as a going concern. If we conclude that a material uncertainty exists, we
are required to draw attention in our auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor's report.
However, future events or conditions may cause the University to cease to continue as a
going concern.
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INDEPENDENT AUDITOR'S REPORT TO THE COUNCIL (Cont)

O Evaluated the overall presentation, structure, and content of the financial statements,
including the disclosures, and whether the financial statements represented the underlying
transactions and eventsin a manner that achieves fair presentation.

We communicated with those charged with governance regarding, among other matters, the
plan, scope and timing of the audit and significant audit findings, including any significant
deficienciesininternal controls that we identified during our audit.

We also provided those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence and communicated with them all
relationships and other matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguards.

ELIZABETH BOTCHEY
ASST. AUDITOR-GENERAL/CAD/DIRECT
for: AUDITOR-GENERAL
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STATEMENT OF FINANCIAL PERFORMANCE

(All amounts are in Ghana Cedis unless otherwise stated)

NOTES
REVENUE
Revenue from Non Exchange Transactions
Government Subvention And Grants 6
Revenue from Exchange Transactions
Academic Fees and Other Charges 7
Miscellaneous Income 8
Total Revenue
EXPENDITURE
Employees Compensation 9
Direct Teaching And Research 10
General Education Expenses 11
Municipal Services 12
Production Cost 13
General Administration 14
Library Expenses 15
Depreciation 16
Miscellaneous 17
Employee Benefit Cost 30&31

Total Expenditure

Excess of Income Over Expenditure

The notes on pages 10 to 47 are an integral part of these financial statements.

Year Ended Year Ended
31 December 31 December
2020 2019
267,869,479 254,285,916
267,869,479 254,285,916
301,409,227 263,248,175
48,369,979 43 515,431
349,779,206 306,763,606
617,648,685 561,049,522
268,583,687 224,581,697
57,744,753 84,779,331
7,721,116 20,453,039
34,412,384 44,091,580
12,189,823 14,008,350
24,869,465 29,251,791
724,394 918,464
40,760,373 90,092,340
476,258 2,234,616
0 61,684,763
447,482,254 572,095,969
170,166,431 (11,046,447)

6 KWAME NKRUMAH UNIVERSITY OF SCIENCE AND TECHNOLOGY, KUMASI
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STATEMENT OF FINANCIAL POSITION

(All amounts are in Ghana Cedis unless otherwise stated)

NOTES

NON-CURRENT ASSETS

Property, Plant and Equipment 18
Long Term Investment 19
CURRENT ASSETS

Inventories 21
Accounts Receivable 22
Short Term Investments 23
Cash And Bank Balances 24

TOTAL ASSETS

NON-CURRENT LIABILITIES
Provsion for Employee Benefit Obligation (GUSSS) 30
Provision for Ex-Gratia 31

CURRENT LIABILITIES

Deferred Income-Student Fees 26
Accrued Expenses 27
Sundry Deposits 28
Accounts Payable and Accrued Liabilities 29
TOTAL LIABILITIES

NET ASSETS

FUNDED BY

Accumulated Fund 33
Capital Reserves 34

Year Ended
31 December
2020
GHS

1,916,878,142

Year Ended
31 December
2019
GHS

2,420,040,645

2,593,743 2,102,208
1,919,471,885 2,422,142,853
14,264,360 13,968,787
77,998,459 63,731,821
151,361,798 159,203,926
53,654,445 52,870,036
297,279,062 289,774,570
2,216,750,947 2,711,917,423
112,923,107 112,923,107
96,125,449 97,207,819
209,048,556 210,130,926
0 119,989,899

18,498,924 12,025,282
33,900,789 37,723,119
20,164,429 23,391,062
72,564,142 193,129,362
281,612,698 403,260,288
1,935,138,249 2,308,657,135
480,742,745 303,948,217
1,454,395,504 2,004,708,919
1,935,138,249 2,308,657,135

The accompanying notes on pages 10 to 47 form an integral part of these consolidated financial

statements.

The financial statements on pages 6 to 9 were approved by the Council on 21stJune, 2022 and sighed on

their behalf by:

Vice-Chancellor

KWAME NKRUMAH UNIVERSITY OF SCIENCE AND TECHNOLOGY
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STATEMENT OF CHANGES IN NET ASSETS

(All amounts are in Ghana Cedis unless otherwise stated)

Year Ended 31 December 2020

Accumulated Capital Total Net
Surplus/Deficit Reseve Assets

Opening balance as at 1 January 303,948,216 2,004,708,919 2,308,657,135
Adjustments to Recognition of PPE 6,628,097  (550,313,415) (543,685,318)
at deemed cost 1st Jan 2020

Restated opening balance 310,576,313 1,454,395,504 1,764,971,817
as at 1 January 2020

Surplus for the year 170,166,431 0 170,166,431
Balance at 31 December 2020 480,742,745 1,454,395,504 1,935,138,249

e KWAME NKRUMAH UNIVERSITY OF SCIENCE AND TECHNOLOGY
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STATEMENT OF CASH FLOWS

(All amounts are in Ghana Cedis unless otherwise stated)

NOTES
OPERATING ACTIVITIES
Net Cash flows from Operating Activities 32
INVESTING ACTIVITIES
Additions to PPE 18

Proceeds from sale of Assets
Profit) / Loss on disposal Asset

(Increase)/Decrease in Short Term Investment
Fair Value gain /(Loss) on SCB Shares 17

Net Cash Inflow/(Outflow) from Investing Activities

FINANCING ACTIVITIES
Bank Overfdraft settled

Net Cash (Outflow)/Inflow from Financing Activities

Net Increase/(Decrease) in Cash and Cash Equivalents

Balances at beginning of Period:
Cash & Bank Balances

Balances at end of Period:
Cash & Bank Balances

Net Increase/(Decrease) in Cash and Cash Equivalents

Year Ended
31 December

2020

74,717,003

(81,345,408)

Year Ended
31 December

2019

137,838,215

(136,540,935)

58,994 0
98,323 0
7,842,128  (15,636,495)
(586,629) 1,188,000
(73,932,592)  (150,989,430)
) (1,556,577)
] (1,556,577)
784,409 (14,707,792)
52,870,036 67,577,828
53,654,445 52,870,036
784,409 (14,707,792)

The notes on pages 10 to 47 are an integral part of the above financial statements.

KWAME NKRUMAH UNIVERSITY OF SCIENCE AND TECHNOLOGY, KUMASI
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NOTES TO THE FINANCIAL STATEMENTS

1. General information

The University of Science and Technology succeeded the Kumasi College of Technology which
was established by a Government Ordinance on 6th October 1951. It was however, opened
officially on 22nd January 1952 with 200 Teacher Training students transferred from Achimota,
to form the nucleus of the new College. In December 1960, the Government of Ghana
appointed a University Commission to advise it on the future development of University
Education in Ghana, in connection with the proposal to transform the University College of
Ghana and the Kumasi College of Technology into an independent University. The Kumasi
College of Technology was thus transformed into a full-fledged University and renamed Kwame
Nkrumah University of Science and Technology by an Act of Parliament on 22nd August 1961.

2. Summary of significant accounting policies

Prior to 2019 financial year end, the Council applied the modified cash basis of accounting as the
basis for the preparation of the financial statements. However, on 1 January 2019, the Council
adopted International Public Sector Accounting Standards as its financial reporting framework
unless otherwise stated.

2.1 Basis of preparation and adoption of IPSAS

In the absence of an International Public Sector Accounting Standard that specifically applies to
a transaction, other event or condition, management uses its judgement in developing and
applying an accounting policy that results in information that is relevant to the decision-making
needs of users of the University’s financial statements. The preparation of financial statements
in conformity with IPSAS requires the use of certain critical accounting estimates. It also requires
the Council to exercise judgement in the process of applying the University’s accounting
policies. Changes in assumptions may have a significant impact on the financial statements in
the period the assumptions changed. The areas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates are significant to the financial
statementsare disclosed in Note 5.

2.2 Adoption of newly published standards and interpretations and revised reporting
standards and interpretations

a. New standards and amendments adopted by the University

IPSAS 33, First-time Adoption of Accrual Basis International Public Sector Accounting
Standards

This standard is applicable to an entity that adopts accrual basis IPSAS and prepares its IPSAS
financial statements for the first time (first time adopter). The standard prescribes how a first-
time adopter will measure and recognise assets, liabilities, revenue and expenditure during the
adoption of and the transition to accrual basis IPSAS. It also provides transitional exemptions
that a first - time adopter can adopt towards the full compliance with accrual basis IPSAS. This
standard is effective for financial statements beginning on or after 1 January 2017. The standard
was applied by the University in preparing its first IPSAS financial statements for the year ended
31 December, 2019.

KWAME NKRUMAH UNIVERSITY OF SCIENCE AND TECHNOLOGY, KUMASI
FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2020
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NOTES TO THE FINANCIAL STATEMENTS (Cont)

IPSAS 39, Employee Benefits
IPSAS 39, Employee Benefits was issued by the International Public Sector Accounting Standards
Board in July 2016. The standard replaced IPSAS 25, Employee Benefits. The key differences
between IPSAS 39 and 25 are:

O Removal of the "corridor approach" option that allowed an entity to defer the recognition of
changesin the net defined benefit liability;

O Introduction of the netinterest approach for defined benefit plans;

O Simplification of the requirements for contributions from employees or third parties to a
defined benefit plan where those contributions are applied to a simple contributory plan
thatislinked to service;

O Amendment of certain disclosure requirements for defined benefit plans and multi-
employer plans; and

O Removalof the requirementsfor Composite Social Security Programmes.

This standard is effective for financial statements beginning on or after 1 January 2018 and was
applied by the University in preparing its first IPSAS financial statements for the year ended 31
December2019.

IPSAS 40, Public Sector Combinations

IPSAS 40, Public Sector Combinations was issued by the International Public Sector Accounting
Standards Board (IPSASB) in January 2017. The objective of the standard is to improve the
relevance, faithful representation and comparability of the information that a reporting entity
provides in its financial statements about a public sector combination and its effects. This
standard is effective for financial statements beginning on or after 1 January 2019 and is not
applicable to the accounts of the University.

b. New standards issued but not yet effective

IPSAS 36 (Amended), Long Term Interest in Associates and Joint Ventures

Long-term Interests in Associates and Joint Ventures (Amendments to IPSAS 36) was issued in
January 2019 by International Public Sector Accounting Standards Board (IPSASB). The objective
is to make amendments to IPSAS to converge with the narrow-scope amendments to IAS 28,
Investments in Associates and Joint Ventures, made by the IASB in Long-term Interests in
Associates and Joint Ventures (Amendments to IAS 28) (issued October 2017).

An entity shall apply these amendments retrospectively in accordance with IPSAS 3, Accounting
Policies, Changes in Accounting Estimates and Errors, for annual financial statements covering
periods beginning on or after 1 January 2023 with an option for earlier adoption. It has not been
appliedto the financial statements of the University for the year ended 31 December 2020.

KWAME NKRUMAH UNIVERSITY OF SCIENCE AND TECHNOLOGY, KUMASI
FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2020



12

NOTES TO THE FINANCIAL STATEMENTS (Cont)

IPSAS 41 -Financial Instruments

IPSAS 41, Financial Instruments was issued by the International Public Sector Accounting
Standards Board (IPSASB) in August 2018. The standard addresses the classification,
measurement and derecognition of financial assets and financial liabilities, introduces new
rules for hedge accounting and a new impairment model for financial assets. This standard is
effective for financial statements beginning on or after 1 January 2023 and has not been applied
by the University in preparingits financial statements for the year ended 31 December 2020.

IPSAS 42 - Social Benefits

IPSAS, 42 - Social Benefits was issued to improve the relevance, faithful representativeness and
comparability of the information that a reporting entity provides in its financial statements
about social benefits as defined by the standard. The standard defines the information which
should be provided by the reporting entity to help users of the financial statements and general-
purpose financial reports assess:

a.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.

This standard is effective for financial statements beginning on or after 1 January 2023 and have
not been applied by the University in preparing its financial statements for the year ended 31
December2020.

2.3 Foreign currency translation

(a) Functional and presentation currency

ltems included in the financial statements of the University are measured using the currency of
the primary economic environment in which the University operates (the functional currency).
The financial statements are presented in Ghana Cedis which is the University’s functional and
presentation currency.

(b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange
rate prevailing at the date of the transactions. Foreign exchange gains and losses resulting from
the settlements of such transactions and from the translation at year-end exchange rates of
monetary assets and liabilities denominated in foreign currencies are recognised in the
statement of financial performance. Foreign exchange gains and losses that relate to
borrowings are presented in the statement of financial performance within finance costs. All
other foreign exchange gains and losses are presented in the statement of financial
performance on a net basis within otherincome or other expenditure.

Changes in the fair value of monetary securities denominated in foreign currency classified as
available-for-sale are analysed between translation differences resulting from changes in the
amortised cost of the security and other changesin the carryingamount of the security.

KWAME NKRUMAH UNIVERSITY OF SCIENCE AND TECHNOLOGY, KUMASI
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NOTES TO THE FINANCIAL STATEMENTS (Cont)

Translation differences related to changes in amortised cost are recognised in the statement of
financial performance.

Non-monetary items that are measured at fair value in a foreign currency are translated using
the exchange rates at the date when the fair value was determined. Translation differences on
assets and liabilities carried at fair value are reported as part of the fair value gain or loss.
Translation differences on non-monetary financial assets such as equities classified as available
-for-saleareincludedinthe statement of financial performance.

2.4 Revenue recognition

The University’s revenue consists of both revenue from exchange and non-exchange
transactions. The University recognises revenue when the amount of revenue can be measured
reliably; it is probable that the economic benefits associated with the transaction will flow to
the University; and specific criteria have been met for each of the University’s activities.
Revenue is measured at the fair value of the consideration received or receivable. Revenue is
recognised on an accrual basisinthe periodin which itaccrues.

Non-Exchange transactions mainly comprise government subvention and grants, research
grants, donations and other revenues from non-exchange transactions.

(a) Revenue from non-exchange transactions

Revenue from non-exchange transactions are transactions in which the University receives
assets or services or has liabilities extinguished and provides no equal value or consideration
directly in return. The University’s revenue from non-exchange transactions mainly comprises
government subvention and grants, research grants, donations and other revenues from non-
exchange transactions.

(I) Government subvention and grants

Government subvention and grants are recognized as revenue from non-exchange transaction
in the financial year in which they accrue to the University. Government grants may include
compensation of employees, goods and services, fixed assets.

Government grants for specific research purposes are recognized as revenue from non-
exchange transaction in the financial period in which they accrue to the University and in
accordance with the relevant grant agreements. Government grants relating to specific
expenses are not to be offset against the expense but are included in the disclosure for
government grants.

(ii) Donations

Revenue from other non-exchange transactions comprises donation to the University in cash or
in-kind by organisations and individuals. Cash donations are recognised when received into the
University’s bank account while in-kind donations are recognised as revenue and assets when it
is probable that future economic benefits or service potential associated with the donation will
flow to the University and the fair value can be measured reliably. Donations in-kind are

KWAME NKRUMAH UNIVERSITY OF SCIENCE AND TECHNOLOGY, KUMASI
FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2020
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NOTES TO THE FINANCIAL STATEMENTS (Cont)

recognized as assets when the goods are received, or there is a binding arrangement to receive the
goods.

If donations in-kind are received without conditions attached, revenue is recognized immediately. If
conditions are attached, a liability is recognized, which is reduced by the revenue recognized as the
conditions are satisfied.

KNUST does not recognise services in kind. Where services in kind to the University include any of
the following disclosure is made in the financial statements:

O Technical assistance from other governments or international organizations;

O Persons convicted of offenses who may be required to perform community service for the
University;

O Servicesfromvolunteers; and

O Servicesreceived from parents as teachers aides or as board members.

(b) Revenue from exchange transactions

Revenue received from exchange transactions are recognized in the statement of financial
performance in the financial period in which it accrues to the University. Revenue from rendering of
services is recognized to the extent that, the service has been provided (i.e. in accordance with the
stage of completion at the reporting date), and the amount of revenue can be reliably measured.
Where the outcome of the transaction cannot be estimated reliably, revenue is recognized only to
the extent that expensesincurred are eligible to be recovered

(i) Academic fees and other charges

Fees and charges are recognized equally for the two (2) semesters in an academic year. However due
to the change of the academic calendar from 1st January to 31 December 2020 which has coincided
with the calendar year, academic fees and other charges have been recognized on a calendar year
basis.

(ii) Revenue from other exchange transactions

(a) Sale of goods
Revenue from sale of goods are recognized when goods are sold and delivered to the customer.

(b) Interest and rentincome
Interestand rentincome are accrued on atime proportion basis using the effective yield method.

(c) Miscellaneousincome
Internally generated income is recognized when the University receives assets or services or has
liabilities extinguished and give approximately equal value to another entity in exchange.

2.6 Expenditure

Expenditures are decrease in economic benefits or service potential during the year in the form of
outflows or consumption of assets or incurrences of liabilities that result in decreases in net
assets/equity, other than those relating to distribution to owners. Expenditure is recognised when
incurred. The University’s expenditure consists of employee benefits costs, operating

KWAME NKRUMAH UNIVERSITY OF SCIENCE AND TECHNOLOGY, KUMASI
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NOTES TO THE FINANCIAL STATEMENTS (Cont)

expenditure (Employee Compensation, direct teaching and research, general education
expenses, municipal services, production cost, general administration, library expenses), and
depreciation and amortisation.

(a) Employee benefits

(i) Short-term employee benefits

Short-term employee benefits are consideration given by the University in exchange for service
rendered by employees or for the termination of employment. Short-term employee benefit
obligations are measured on an undiscounted basis and are expensed as the related service is
provided.

(ii) Post-employment benefits
KNUST post-employment benefits comprise a defined contribution plan, defined benefit plan
and ex-gratia.

Defined contribution plan

The defined contribution plan is a pension plan under which the University pays fixed
contributions to a scheme. The University’s defined contribution plan is administered by Social
Security and National Insurance Trust (SSNIT). The University has no legal or constructive
obligations to pay further contributions if the fund does not hold sufficient assets to pay all
employees the benefits relating to employee service in the current and prior periods. The
defined contribution scheme is operated for all staff except for senior members. Obligations for
contributions to defined contribution plans are recognised as an expense in the statement of
financial performance when theyareincurred.

Defined benefit plans

A defined benefit planis a post-employment benefit plan other than a defined contribution plan.
Only senior members of the University are eligible to contribute to the defined benefit plan -
Ghana Universities Staff Superannuation Scheme (GUSSS). Both the University and employees
contribute 13% and 25% respectively on employee’s basic salary on a monthly basis. The level of
benefits provided depends of members’ length of service and their basic salary in the final years
leading up to retirement. The defined benefit funds are actuarially valued annually on the basis
of the projected unit credit method. Deficits identified are recovered through lump sum
payments or increased future contributions on proportional basis to all participating employees.
The contributions and lump sum payments reduce the post- employment benefit obligation.
Actuarial gains or losses are fully accounted for in the statement of financial performance in the
year that theyoccur.

Ex-gratia

Ex-gratia award is paid for every successful year of service per the Unified Conditions of Service
for Unionised Staff. An employee qualifies only after a minimum service of ten (10) years with the
University and on attaining voluntary or compulsory retiring age or dying in service. The basic
salaryis the basis for the calculation of the ex-gratia liability.
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(iii) Termination benefits

Termination benefits are recognised as an expense when the University is demonstrably
committed, without realistic possibility of withdrawal, to a formal detailed plan to terminate
employment before the normal retirement date. Termination benefits for voluntary
redundancies are recognised if the University has made an offer encouraging voluntary
redundancy, itis probable that the offer will be accepted, and the number of acceptances can be
estimated reliably.

(b) Operating expenditure

Expenditure from exchange transactions account for the majority of the University's
expenditure. Expenditure from exchange transactions arising from the purchase of goods and
services are recognised when the supplies are delivered and accepted by the University. All
other expenditures are recognised when the transaction or event causing the expense occurs.

(c) Borrowing costs

Borrowing costs of the University include interest and other expenditure incurred in connection
with the borrowing of funds. Specifically, it comprises interest on overdraft facilities or short-
term and long-term borrowings, amortisation of discounts or premiums relating to borrowings,
amortisation of ancillary costs incurred in connection with the arrangement of borrowings and
exchange differences arising from foreign currency borrowings to the extent that they qualify as
an adjustment to interest costs. Borrowing costs are recognised as an expense in the financial
period in which they are incurred. Borrowing costs that are directly attributable to the
acquisition, construction, or production of a qualifying asset shall be capitalized as part of the
cost of that asset. The University has no borrowing at 31 December, 2020.

2.7 Taxation
The University, as a Public Funded Educational institution, is exempt from the payment of
income taxes.

2.8 Property, plant and equipment

Property, Plant and Equipment are initially recognized at cost. The cost of an item of property,
plant and equipment comprises the purchase price (including taxes and excluding discounts and
rebates) and any costs directly attributable to bringing the asset to the location and condition
necessary for it to operate as intended by management. For items of property, plant and
equipment acquired through non-exchange transactions (e.g. donations), the cost shall be their
fair value at the date of the acquisition.

After initial recognition, all property, plant and equipment except land, are carried at historical
cost less accumulated depreciation and impairment losses. Subsequent costs are included in the
asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is
probable that future economic benefits or service potential associated with the item will flow to
the University and its cost can be measured reliably. Repairs and Maintenance cost of an item of
property, plant and equipment, which do not meet the recognition criteria as an addition to
assets, are charged to the statement of financial performance as expenses.
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After initial recognition, land, land improvements and buildings (whose fair value can be
measured reliably) are carried at its revalued amount, being its fair value at the date of the
revaluation, less any subsequent accumulated depreciation, and subsequent accumulated
impairment loss. Assets in the course of construction (work in progress) are accounted for as
cost, based on the value of architect’s certificates and other direct costs incurred to the end of
theyear. Assets are not depreciated until they are brought to use.

Depreciation on assets is charged on a straight-line basis estimated to write each asset down to
its estimated residual value over the estimated useful life of the asset. Freehold land is not
depreciated as it is deemed to have an indefinite useful life. The asset’s residual value and useful
life shall be reviewed and adjusted when appropriate, at each statement of financial position
date. The depreciation charge for each year is recognised in the statement of financial
performance. The estimated useful lives and depreciation rates to be applied to each category
forthe currentand corresponding periods are as follows:

Asset type Depreciation rate Useful lives(years)
Buildings & structures 2% 50
Production equipment 10% 10
Equipment 20% S
Furniture and fittings 25% 4
Land improvement 10% 10
Computers & related Equipt. 25% 4
Motor vehicles 20% 5
Intangible assets 20% 5
Infrastructure 10% 10

The assets’ residual values and useful lives are reviewed and adjusted when appropriate, at the
end of each annual reporting date. An asset’s carrying amount is written down immediately to
its recoverable amount, or recoverable service amount, if the asset’s carrying amount is greater
thanits estimated recoverable amount or recoverable service amount.

Assets that have an indefinite useful life are not subject to depreciation or amortisation and are
tested annually for impairment. Assets that are subject to amortisation or depreciation are
reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount may not be recoverable. An impairment loss is recognised for the amount by
which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is
the higher of an asset’s fair value less costs to sell and value-in-use. For the purposes of
assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash flows (cash-generating units).
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Gains and losses on disposals are determined by comparing the proceeds with the carrying
amount and arerecognised in the statement of financial performance.

Thefollowing table displays the capitalisation threshold applied to the various asset categories.

Asset type Threshold in GHS
Land Full Capitalisation
Land improvements 20,000

Buildings Full Capitalisation
Building renovations 50,000
Infrastructure 20,000
Production equipment 5,000

Equipment 5,000
Constructed Equipment 5,000

Motor vehicles Full Capitalisation
Furniture and fittings 1,000

Computer hardware, software and IT equipment 5,000

Donated assets 5,000

The University derecognises items of property, plant and equipment and/or any significant part
of an asset upon disposal or when no future economic benefits or service potential is expected
fromits continuing use.

Any gain or loss arising on derecognition of the asset is included in the statement of financial
performance.

2.9 Heritage assets

Heritage assets include historical buildings and monuments, archaeological sites, conservation
areas and nature reserves and works of art. Certain characteristics, including the following, are
often displayed by heritage assets:

O Theirvalue in cultural, environmental, educational and historical terms is unlikely to be fully
reflectedinafinancial value based purely on a market price;

O Legal and/or statutory obligations may impose prohibitions or severe restrictions on
disposal by sale;

O They are often irreplaceable, and their value may increase over time even if their physical
condition deteriorates; and

O It may be difficult to estimate their useful lives, which in some cases could be several
hundred years.

The University is in the process of identifying Heritage assets for disclosure in subsequent
financial statements.
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2.10Investment properties

Investment properties are measured initially at its cost and cost includes transaction costs
associated with acquiring the property. Where an investment property is acquired through a
non-exchange transaction, it is measured at its fair value at the date of receipt. Subsequent to
initial recognition, investment properties are measured at fair value at each reporting date. A
gain or loss arising from a change in the fair value of investment property is recognised in
statement of financial performance for the yearin which it arises.

Transfers are made to or from investment property by the University only when there is achange

inuse evidenced by:

(i) Commencement of owner-occupation, for a transfer from investment property to owner-
occupied property;

(ii) Commencement of development with a view to sell, for a transfer from investment
property toinventories;

(iii) End of owner-occupation, for a transfer from owner-occupied property to investment
property;

(iv) Commencement of an operating lease (on a commercial basis) to another party, for a
transfer from inventories to investment property; or

(v) End of construction or development, for a transfer from property in the course of
construction or development (covered by IPSAS 17) to the investment property.

When the University completes construction or development of a self-constructed investment
property that will be carried at fair value, any difference between the fair value of the property
at that date and its previous carrying cost is recognised in the statement of financial
performance. An investment property is derecognised (eliminated from the statement of
financial position) on disposal or when the investment property is permanently withdrawn from
use and no future economic benefits or service potential are expected from its disposal. Gains or
losses arising from the retirement or disposal of investment property is determined as the
difference between the net disposal proceeds and the carrying amount of the asset and is
recognised in the statement of financial performance in the period of the retirement or disposal.

2.11Intangible assets

(a) Acquisition of intangible assets

Intangible asset acquired separately is initially recognised at cost. The cost of a separately
acquired intangible asset comprises the purchase price including import duties and non-
refundable purchase taxes excluding trade discounts and rebates. The cost of intangible asset
acquired in a non-exchange transaction is the fair value at the date of receipt. Following initial
recognition, intangible asset is carried at cost less any accumulated amortisation and
impairment losses.

The useful life of the intangible asset is assessed as either finite or indefinite. An intangible asset
with a finite life is amortised over its useful life. Intangible assets shall not be amortised in the
year of acquisition. Intangible assets with a finite useful life are assessed for impairment
whenever thereis anindication that the asset may be impaired.
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The amortisation period and the amortisation method for an intangible asset with a finite useful
lifeis reviewed at the end of each reporting period.

Changes in the expected useful life or the expected pattern of consumption of future economic
benefits embodied in the asset are considered to modify the amortisation period or method, as
appropriate, and are treated as changes in accounting estimates. The amortisation expense on
anintangible asset with a finite life is recognised in the statement of financial performance.

Intangible assets with indefinite useful lives are not amortised. The useful lives of intangible
assets with indefinite useful lives are reviewed at each reporting period to determine whether
events and circumstances continue to support their indefinite useful life assessment. Where
they do not, the change in the useful life assessment from indefinite to finite are treated as
changesin accounting estimates.

Gains or losses arising from derecognition of an intangible asset are measured as the difference
between the net disposal proceeds and the carrying amount of the asset and are recognised in
the statement of financial performance when the asset is derecognised.

(b) Research and development costs

Intangible assets arising from development will be recognized as assets if and only if all the
following can be demonstrated:

O the technical feasibility of completing the asset so that the asset will be available for use or
sale;

its intention to complete and its ability to use or sell the asset;

how the asset will generate future economic benefits or service potential;

the availability of resources to complete the asset; and

the ability to measure reliably the expenditure during development.

00O0O

Following initial recognition of an asset, intangible assets are carried at cost less any
accumulated amortisation and accumulated impairment losses. Amortisation of the asset
begins when development is complete, and the asset is available for use. It is amortised over the
period of expected future benefit. During the period of development, the asset is tested for
impairment annually with any impairment losses recognised immediately in the statement of
financial performance.

(c) Internally generated goodwill

Internally generated goodwill, including internally generated brands, mastheads, publishing
titles, lists of users of a service and items similar in substance are not recognised as an asset
because they are not an identifiable resource controlled by the University that can be measured
reliably at cost.
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2.12 Related parties

The related parties of the University include key management personnel such as the Council
Members and Principal Officers. The nature of the related party relationships, balances and
transactions with related parties are disclosed in the notes to the financial statements, if any.

2.13 Inventories

Inventory is recognised when it is probable that future economic benefits will flow to the
University and the asset has a cost or value that can be measured reliably. Where the inventories
are not for trading, they shall be valued at the lower of cost and replacement cost. Where
inventory is acquired through non-exchange transactions (at no cost or at a nominal cost), the
cost of the inventory isits fair value at the date of receipt.

Costincludes all direct expensesincurred in bringing the inventories to their current state under
normal operating conditions. The cost of inventories (that are similar or interchangeable in
nature) are calculated using the weighted average cost formula.

After initial recognition, inventories are measured at the lower of cost and net realisable value
except where they are held for distribution or consumption in the production process of goods
to be distributed at no charge or for a nominal charge. In this instance, the University measures
inventory at the lower of cost and current replacement cost. Inventories are recognised as an
expense when consumed in the ordinary course of operations of the University.

Damaged and obsolete inventories are written off. Provision for inventory losses during the year
is charged to the statement of financial performance

2.14 Accounts receivables

Receivables broadly include student fee receivables, subvention receivables, staff debtors, and
other receivables. Receivables generally represent outstanding moneys due for services
provided. Management makes an estimate of the amount of total outstanding. In addition,
management estimates the amounts that it expects to recover from the outstanding balances. A
provision for impairment is raised based on these estimates. A provision for impairment of
receivablesis established when there is objective evidence that the University will not be able to
collectallamounts due according to the original terms of the receivables.

Recoverables from non-exchange transactions comprises government subvention and grants as
well as social benefit receivables that do not arise out of a contract. These recoverable are
initially assessed at nominal amount or face value; that is, the receivable reflects the amount
owed. These receivables are subsequently tested forimpairment.

2.15 Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks and other short-
term highly liquid investments with original maturities of three months or less from the
acquisition date that are subject to an insignificant risk of changes in their fair value and are used
by the University in the management of its short-term commitments.
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2.15 Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks and other short-
term highly liquid investments with original maturities of three months or less from the
acquisition date that are subject to aninsignificant risk of changes in their fair value and are used
by the University in the management of its short-term commitments.

2.16 Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings
are subsequently carried at amortised cost; any difference between the proceeds (net of
transaction costs) and the redemption value is recognised in the statement of financial
performance over the period of the borrowings using the effective interest method. Fees paid
on the establishment of loan facilities are recognised as transaction costs of the loan to the
extentthatitis probable that some or all of the facility will be drawn down. In this case, the fee is
deferred until the draw-down occurs. To the extent that there is no evidence that it is probable
that some or all of the facility will be drawn down, the fee is capitalised as a pre-payment for
liquidity services and amortised over the period of the facility to which it relates. The university
had no borrowings at 31st December, 2020.

2.17 Restricted funds

This is made up of project research funds, development funds and infrastructure project funds.
They relate to amounts received from individuals and organisations purposely to support the
University’s research, scholarship schemes, physical projects and awards and for specific
purposes mandated by the University. Contributions to the funds are recognised separately in
restricted funds (deferred revenue) when received. Expenses incurred are charged to the
statement of financial performance in the year that the cost is paid.

In each reporting period, an amount equal to the total costs incurred in respect of each item
supported by restricted funds is transferred from the relevant reserve to match the costs in the
statement of financial performance.

2.18 Accounts payable and accrued liabilities
Accounts payable are obligations to pay for goods or services that have been acquired in the
ordinary course of business from suppliers. Accounts payable are classified as current liabilities
if payment is due within one year or less. If not, they are presented as non-current liabilities.
Accounts payable are recognised at fair value.

2.19 Provisions, contingent liabilities and contingent assets

(a) Provisions

Provisions are recognised when the University has a present obligation (legal or constructive) as
aresult of a past event, itis 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. The amount recognised as provision is the best estimate of the
expenditure required to settle the obligation at the statement of financial position date.
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(b) Contingent liabilities

The University does not recognise 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.

(c) Contingent assets

The University does not recognize a contingent asset but discloses details of a possible asset
whose existence is contingent on the occurrence or non-occurrence of one or more uncertain
future events not wholly within the control of the University in the notes to the financial
statements. Contingent assets are assessed continually to 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 recognised in the financial statements of the
period in which the change occurs.

2.20 Financial instruments

(a) Financial assets

(i) Initial recognition and measurement

Financial assets within the scope of IPSAS 29 Financial Instruments: Recognition and
Measurement are recognised at fair value and subsequently classified as loans and receivables,
held-to-maturity investments, available-for-sale financial assets or financial assets at fair value
through surplus or deficit.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. The University’s loans and receivables comprise sundry
receivables, receivables from staff loans, student fees, government subventions and interest on
investments. Loans and receivables are initially recognised at fair value including any direct
transaction costs. They are subsequently measured at amortised cost using the effective interest
method less provision for impairment. The accounts receivables or recoverable and cash and
cash equivalents of the University are classified as loans and receivables.

Held-to-maturity investments

These are non-derivative financial assets with fixed or determinable payments and fixed
maturity that the University has the positive intention and ability to hold to maturity. The
University classifies investment in fixed deposits and Government of Ghana treasury bills as
held-to-maturity investments. They are initially recognised at fair value plus direct transaction
costs and subsequently measured at amortised cost using the effective interest rate method.

Available-for-sale financial assets

They are non-derivative financial assets that are designated as available-for-sale or are not
classified as loans and receivables, held-to-maturity investments or financial assets at fair value
through surplus or deficit. Available-for-sale financial assets comprise of investment in shares
and other quoted securities.
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They are initially measured at fair value including any direct transaction costs and subsequently
measured at fair value. Fair value of available for sale investments are determined with reference
to quoted prices in an active stock market. The University recognises changes in the fair value of
available-for-sale financial assets in the statement of changes in net assets/equity.

(iii) Financial assets at fair value through surplus or deficit

These are financial assets held for the purpose of selling in the short term. Financial assets at fair
value through surplus or deficit are initially recognised at fair value and changes are recognised in
the statement of financial performance.

(a) Financial assets

(iv) Derecognition

The University derecognises a financial asset or, where applicable, a part of a financial asset or
part of a group of similar financial assets when: the rights to receive cash flows from the asset
have expired or is waived or the University has transferred its rights to receive cash flows from
the asset or has assumed an obligation to pay the received cash flows in full without material
delay to a third party; and either: (a) the University has transferred substantially all the risks and
rewards of the asset; or (b) the University has neither transferred nor retained substantially all
therisks and rewards of the asset, but has transferred control of the asset.

(b) Financial liabilities

(i) Initial recognition and measurement

All financial liabilities are recognised initially at fair value. Financial liabilities within the scope of
IPSAS 29 are classified as financial liabilities at fair value through surplus or deficit or other
financial liabilities at amortised cost.

(ii) Subsequent measurement of financial liabilities

Financial liabilities at fair value through surplus or deficit

Financial liabilities at fair value through surplus or deficit include financial liabilities held for
trading and financial liabilities designated uponinitial recognition at fair value through surplus or
deficit. Financial liabilities are classified as held for trading if they are acquired for the purpose of
selling in the near term. This category includes derivative financial instruments entered into by
the University that are not designated as hedging instruments in hedge relationships as defined
by IPSAS 29. Gains or losses on liabilities held for trading are recognised in the statement of
financial performance.

Other financial liabilities at amortised cost

After initial recognition, other financial liabilities at amortised cost are subsequently measured
at amortised cost using the effective interest method. Gains and losses are recognised in the
statement of financial performance when the liabilities are derecognised as well as through the
effective interest method amortisation process. Amortised cost is calculated by considering any
discount or premium on acquisition and fees or costs that are an integral part of the effective
interest rate.

KWAME NKRUMAH UNIVERSITY OF SCIENCE AND TECHNOLOGY, KUMASI
FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2020



25

NOTES TO THE FINANCIAL STATEMENTS (Cont)

(iii) Derecognition

A financial liability is derecognised when the obligation under the liability is discharged or
cancelled or expires. When an existing financial liability is replaced by another from the same
lender on substantially different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as a derecognition of the original liability
and the recognition of a new liability, and the difference in the respective carrying amounts is
recognized in statement of financial performance.

(c) Determination of fair value

For financial instruments traded in active markets, the determination of fair values of financial
instruments is based on quoted market prices or dealer price quotations. This includes listed
equity securities and quoted debtinstruments on major exchanges.

A financial instrument is regarded as quoted in an active market if quoted prices are readily and
regularly available from an exchange, dealer, broker, industry group, pricing service or regulatory
agency, and those prices represent actual and regularly occurring market transactions on an
arm s length basis. If the above criteria are not met, the market is regarded as being inactive.
Indicators that a market is inactive are when there is a wide bid-offer spread or significant
increase in the bid-offer spread or there are few recent transactions.

For all other financial instruments, fair value is determined using valuation techniques. In these
techniques, fair values are estimated from observable data in respect of similar financial
instruments, using models to estimate the present value of expected future cash flows or other
valuation techniques, using inputs existing at the reporting dates.

The University uses widely recognised valuation models for determining fair values of non-
standardised financial instruments of lower complexity, such as options or interest rate and
currency swaps. For these financial instruments, inputs into models are generally market-
observable.

The output of a model is always an estimate or approximation of a value that cannot be
determined with certainty, and valuation techniques employed may not fully reflect all factors
relevant to the positions the University holds. Valuations are therefore adjusted, where
appropriate, to allow for additional factors including model risks, liquidity risk and counterparty
credit risk. Based on the established fair value model governance policies, related controls and
procedures applied, the Council believes that these valuation adjustments are necessary and
appropriate to fairly state the values of financial instruments carried at fair value. Price data and
parameters used in the measurement procedures applied are generally reviewed carefully and
adjusted, if necessary—particularly in view of the current market developments.

In cases when the fair value of unlisted equity instruments cannot be determined reliably, the
instruments are carried at cost less impairment. The fair values of contingent liabilities and
irrevocable loan commitments correspond to their carryingamounts.
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(d) Offsetting financial instruments

Netting, where financial assets and liabilities are offset and the net amount reported in the
statement of financial position, occurs if, and only if, there is a legally enforceable right to set off
the recognized amounts and there is an intention to settle on a net basis, or to realize an asset
and settle the liability simultaneously. In many cases, even though master netting agreements
are in place, the lack of an intention to settle on a net basis results in the related assets and
liabilities being presented gross in the statement of financial position.

(e) Impairment of financial assets

Assets carried at amortised cost

The University assesses at the end of each reporting period whether there is objective evidence
that a financial asset or group of financial assets are impaired. A financial asset or a group of
financial assetsisimpaired and impairment losses are incurred only if there is objective evidence
of impairment as a result of one or more events that occurred after the initial recognition of the
asset (a loss event) and that loss event (or events) have an impact on the estimated future cash
flows of the financial asset or group of financial assets that can be reliably estimated.

Where there is objective evidence that an impairment loss on loans and receivables or held- to-
maturity investments carried at amortised cost has been incurred, the amount of the loss is
measured as the difference between the asset’s carrying amount and the present value of
estimated future cash flows (excluding future credit losses that has (have) not been incurred)
discounted at the financial asset’s original effective interest rate. The carrying amount of the
asset is reduced and the amount of the loss is recognised in the statement of financial
performance.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be
related objectively to an event occurring after the impairment was recognised (such as an
improvement in the debtor’s credit rating), the previously recognised impairment loss is
reversed and the amount of the reversal is recognised in the statement of financial performance.

(e) Impairment of financial assets

Available-for-sale financial instruments

For available-for-sale financial instruments, the University assesses at each reporting date
whether there is objective evidence that an investment or a group of investments is impaired. In
the case of equity instruments classified as available-for-sale, a significant or prolonged decline
in the fair value of the security below its cost is considered objective evidence in determining
whether impairment exists. Where such evidence exists, the cumulative net loss that has been
previously recognised directly in equity is removed from equity and recognised in the statement
of financial performance. Reversals of impairment of equity shares are not recognised in the
statement of financial performance. Increases in the fair value of equity shares after impairment
are recognised directly in equity.
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In the case of debt instruments classified as available-for-sale, impairment is assessed based on
the same criteria as all other financial assets. Interest continues to be accrued at the original
effective interest rate on the reduced carrying amount of the asset and is recorded as part of
interest replace. Reversals of impairment of debt securities are recognised in the statement of
financial performance if in a subsequent year, the fair value of the debt instrument increases,
and the increase can be objectively related to an event occurring after the impairment loss was
recognised in the statement of financial performance.

3 Financial risk management

(a) Overview of KNUST risk management

The University’s activities involve taking on risks in a targeted manner and managing them
professionally. The core functions of the University’s risk management are to identify all key
risks, measure these risks, manage the risk positions and determine capital allocations. The
University’s Audit Committee evaluates its risk management policies and governance process of
the University and contribute to the improvement of that risk management and governance
process. The University’s aim is to achieve an appropriate balance between risk and return and
minimise potential adverse effects on its financial performance.

(b) Risk management structure

The Council of the University has overall responsibility for the establishment and oversight of the
University’s risk management. The University’s Audit Committee is responsible for risk
management and reports to the Council. The University’s risk management policies are
established to identify and analyse the risks faced by the University, to set appropriate risk limits
and controls, and to monitor risks and adherence to limits. The University aims to develop a
disciplined and constructive control environment, in which all employees understand their roles
and obligations.

Through its risk management structure, the University seeks to manage efficiently the core risks
which affects its operations as an educational institution.

(i) Credit risk management

Credit risk is the risk of financial loss, should any student or market counterparties fail to fulfil
their contractual obligations to the University. Credit risk arises from cash and cash equivalents
and deposits with banks and financial institutions as well as credit exposures to customers
(students), including outstanding receivables and committed transactions. The University
manages its credit risk by ensuring that it only transacts with reputable well- established
financial institutions and constantly follows up oniits receivables for payments to be made.
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The University’s maximum exposure to credit risk at the end of the reporting date is as follows:

31-Dec-20 31-Dec-19
Cash and cash equivalents (excluding bank overdrafts) 53,654,445 52,870,036
Short Term Investments 151,361,798 159,203,926
Accounts receivable excluding prepayments 77,998,459 63,731,821
283,014,702 275,805,783

The University has no credit risk exposures relating to off-balance sheet items i.e. statement
of financial position.

At 31 December 2020, the University’s credit exposures on accounts receivable were
categorised as follows:

O Exposures that are neither past due nor impaired;
O Exposures that are past due but not impaired; and
O Individually impaired.

31-Dec-20 31-Dec-19
Neither past due nor impaired 77,998,459 63,731,821
Past due but not impaired 0 0
Individually impaired 0 0
Gross 77,998,459 63,731,821
Less allowance for impairment 0 0
Net amount 77,998,459 63,731,821

No accounts receivable was impaired at the reporting date.

Other receivables do not contain impaired assets and are not past due. Based on the credit
history of these other classes, it is expected that these amounts will be received when due.

(ii) Liquidity risk

Liquidity risk is the risk that the University will not be able to meet its financial liabilities as they
fall due. The University manages liquidity risk by maintaining adequate cash reserves and
utilising short-term borrowing when necessary and approved by the Council.
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Prudent liquidity risk management includes maintaining sufficient cash balances for the
payment of obligations as they fall due. Management performs cash flow forecasting for the
University’s liquidity requirements on a monthly basis as required by the Public Financial
Management Act, 2016 (Act 921) to ensure it has sufficient cash to meet its operational needs. In
addition, the University’s liquidity management policy involves projecting cash flows in major
currencies and considering the level of liquid assets required to meet these obligations,
monitoring balance sheet liquidity ratios against best practice, internal and external regulatory
requirements and maintaining debt financing plans.

The table below presents the amounts payable by the University under non-derivative financial

liabilities and assets held for managing liquidity risk. The amounts disclosed in the table are the
contractual undiscounted cash flows.

(Al amounts are in Ghana Cedis unless otherwise stated)

31st December 2020 0-3 4-6 7-12  Over 12

months months months months Total

GH¢ GH¢ GH¢ GH¢ GH¢

Liabilities
Accrued expenses 18,498,924 0 0 0 18,498,924
Sundry deposits 33,900,789 0 0 0 33,900,789
Accounts payable and 20,164,429 0 0 0 20,164,429
accrued liabilities
Total liabilities 72,564,142 0 0 0 72,564,142
Assets
Cash and cash equivalents 53,654,445 0 0 0 53,654,445
Short Term Investments 0 151,361,798 0 0 151,361,798
Total assets held for 53,654,445 151,361,798 0 0 205,016,243
managing liquidity risk
Net position (18,909,697) 151,361,798 0 0 132,452,101
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At 1 January 2020

Liabilities
Bank overdrafts

Deferred income - Student fees

Accrued expenses

Sundry deposits
Accounts payable and accrued liabilities
Total liabilities

Assets
Cash and cash equivalents

Investments
Total assets held for managing liquidity risk

Net Position

(Al amounts are in Ghana Cedis unless otherwise stated)

0-3 4-6 07-12  Over12

months months  months months Total
GH¢ GH¢ GH¢ GH¢ GH¢

0 0 0 0 0
119,989,899 0 0 0 119,989,899
12,025,282 0 0 0 12,025,282
37,723,119 0 0 0 37,723,119
23,391,062 0 0 0 23,391,062
193,129,363 0 0 0 193,129,363
52,870,036 0 0 0 52,870,036
0 159,203,926 0 0 159,203,926
52,870,036 159,203,926 0 0 212,073,962
(140,259,327) 159,203,926 0 5 18,944,599
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Assets held for managing liquidity risk

The University holds a diversified portfolio of cash and highly liquid investment securities to
support payment obligations and contingent funding in a stressed market environment. The
University’s assets held for managing liquidity risk comprise cash and investments (treasury bills
and fixed deposits).

(iii) Market risk

The University takes on exposure to market risk, which is the risk that the fair value of future cash
flows of a financial instrument will fluctuate because of changes in market prices. Market risk
arises from open positions in interest rate, currency and equity products, all of which are
exposed to general and specific market movements and changes in the level of volatility of
market rates or prices such as interest rates, foreign exchange rates and equity prices. The
objective of market risk measurement is to manage and control market risk exposures within
acceptable limits while optimising the return on risk. The Audit Committee is responsible for the
development of detailed risk management policies and the Director of Internal Audit is
responsible for the day-to-day implementation of those policies.

iv) Foreign exchange risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in
foreign exchange rates. The positions of currencies held are monitored on a daily basis. The
objective of monitoring the position in foreign currency is to manage foreign exchange risk due
to movementsin rates as well as changes in liquidity positions. The University’s policy to manage
foreign exchange risk is to hold foreign currency bank accounts for foreign denominated
transactions. The University’s foreign exchange exposure results from three (3) major currencies
namely the Euro, Pound Sterling and United States Dollar.
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At 31 December 2020

(Al amounts are in Ghana Cedis unless otherwise stated)

Transaction Currency uUsD GBP EUR GHS Total
Reporting Currency GHS GHS GHS GHS GHS
Assets

Cash and Cash Equivalents 15,028,726 616,760 2,124,435 35,884,524 53,654,445
Investments 7,521,388 0 0 143,840,410 151,361,798
Accounts Receivables and 0 0 0 77,998,459 77,998,459
Prepayments

Inventories 0 0 0 14,264,360 14,264,360
Long Term Investments 0 0 0 2,593,743 2,593,743
Property, Plant and Equipment 0 0 0 1,916,878,141 1,916,878,141
Total Assets 22,550,115 616,760 2,124,435 2,191,459,637 2,216,750,947
Liabilities

Deferred income —Student fees 0 0 0 0 0
Accrued Expenses 0 0 0 18,498,924 18,498,924
Sundry Deposits 0 0 0 33,900,789 33,900,789
Accounts payable and accrued liabilities 0 0 0 20,164,429 20,164,429
Provision (ex gratia) 0 0 0 96,125,449 96,125,449
Employee benefits (GUSSS liability) 0 0 0 112,923,107 112,923,107
Total Liabilities 0 0 0 281,612,698 281,612,698
Net Position 22,550,115 616,760 2,124,435 1,909,846,939 1,935,138,249
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(Al amounts are in Ghana Cedis unless otherwise stated)

At 1 January 2020

Transaction Currency
Reporting Currency

Assets

Cash and cash equivalents

Investments

Accounts receivables and prepayments

Inventories

Long term investments
Property, plant and equipment

Total assets

Liabilities

Deferred income- Student fees
Accrued expenses

Sundry Deposits

Accounts payable and accrued liabilities
Provision (ex gratia)

Employee benefits (GUSSS liability)

Total liabilities

Net Position

UsD GBP EUR GHS Total

GHS GHS GHS GHS GHS
21,721,952 492,870 2,432,558 28,222,656 52,870,036
0 0 0 159,203,926 159,203,926
0 0 0 63,731,821 63,731,821
0 0 0 13,968,787 13,968,787
0 0 0 2,102,208 2,102,208
0 0 0 2,420,040,645 2,420,040,645
21,721,952 492,870 2,432,558 2,687,270,043 2,711,917,423
0 0 0 119,989,899 119,989,899
0 0 0 12,025,282 12,025,282
0 0 0 37,723,119 37,723,119
0 0 0 23,391,062 23,391,062
0 0 0 97,207,819 97,207,819
0 0 0 112,923,107 112,923,107
0 0 0 403,260,288 403,260,288
21,721,952 492,870 2,432,558 2,284,009,755 2,308,657,135
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The University’s principal foreign currency exposures are to the Euro, Pound Sterling and United
States Dollar. The table below illustrates the hypothetical sensitivity of reported deficit toa 15%
(1January 2020: 15%) decrease in the value of the Ghana Cedi against these foreign currencies at
the year end, assuming all other variables remain unchanged. The sensitivity rate of 15%
represents the Council’s assessment of a reasonably possible change, based on historic volatility.

Cedi weakens by 15% Impact on statement of financial performance

31-Dec-20 31-Dec-19

UsS Dollar 3,382,517 3,258,293
Pound Sterling 92,514 73,931
Euro 318,665 364,884

Year-end exchange rates applied in the above analysis are

Currency 31-Dec -20 31-Dec-19
usD 5.76 5.53
GBP 7.87 7.32
EURO 7.06 6.21

(iv) Interestraterisk

Interest rate risk is the exposure of current and future earnings to adverse changesin the level of
interest rates. Interest rate risk is managed by borrowing in fixed rate and also using the large size
of the University to negotiate for better rates. The University does not have any outstanding
borrowings.

2 Fair value hierarchy

IPSAS 29 specifies a hierarchy of valuation techniques based on whether the inputs to those
valuation techniques are observable or unobservable. Observable inputs reflect market data
obtained from independent sources; unobservable inputs reflect the University's market
assumptions. These two types of inputs have created the following fair value hierarchy:

O Level 1-Quoted prices (unadjusted) in active markets for identical assets or liabilities. This
level includes listed equity securities (for example, Ghana Stock Exchange). All the
University's shares were valued using level 1 fair value hierarchy.

O Level 2 — Inputs are quoted prices for the asset or liability, (other than those included in
Level 1) that are observable either directly (that is, as prices) or indirectly (that is, derived
from prices). Short term investments of the University were valued using level 2 fair value
hierarchy.
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O Level 3 — Inputs for the asset or liability that are not based on observable market data
(unobservable inputs). This level includes equity investments and debt instruments with
significant unobservable components. Property, plant and equipment and investments
properties of the University were valued using the level 3 fair value hierarchy.

This hierarchy requires the use of observable market data when available. The University
considersrelevant and observable market prices inits valuations where possible.

5. Critical accounting judgments, estimates and assumptions

The preparation of financial statements in conformity with IPSAS requires management to make
judgements, estimates and assumptions that affect the application of policies and reported
amounts of assets, liabilities and expenditure. The estimates and associated assumptions are
based on historical experience and various factors that are believed to be reasonable under the
circumstances, the results of which form the basis for making the judgement about carrying
values of assets and liabilities that are not readily apparent from other sources. Actual results
may differ from these estimates.

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 disclosed below.

5.1 Impairment of non-financial assets (cash-generating assets)

The recoverable amounts of cash-generating units and individual assets have been determined
based on the higher of value-in-use calculations and fair values less costs to sell. These
calculations require the use of estimates and assumptions. It is reasonably possible that the
assumptions may change, which may then impact management’s estimations and require a
material adjustment to the carrying value of tangible assets. The University reviews and tests the
carrying value of assets when events or changes in circumstances suggest that the carrying
amount may not be recoverable. Cash-generating assets are grouped at the lowest level for
whichidentifiable cash flows are largely independent of cash flows of other assets and liabilities.

If there are indications that impairment may have occurred, estimates of expected future cash
flows are prepared for each group of assets. Expected future cash flows used to determine the
value-in-use of tangible assets are inherently uncertain and could materially change over time.

The University reviews and tests the carrying value of non-cash-generating assets when events or
changes in circumstances suggest that there may be a reduction in the future service potential
that can reasonably be expected to be derived from the asset.

Where indicators of possible impairment are present, the University undertakes impairment
tests, which require the determination of the fair value of the asset and its recoverable service
amount. The estimation of these inputs into the calculation relies on the use of estimates and
assumptions. Any subsequent changes to the factors supporting these estimates and
assumptions may have animpact onthe reported carryingamount of the related asset.

KWAME NKRUMAH UNIVERSITY OF SCIENCE AND TECHNOLOGY, KUMASI
FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2020



36

NOTES TO THE FINANCIAL STATEMENTS (Cont)

5.2 Fairvalue of financial instruments

Where the fair value of financial assets and financial liabilities recorded in the statement of
financial position cannot be derived from active markets, their fair value is determined using
valuation techniques including the discounted cash flow model. The inputs to these models are
taken from observable markets where possible, but where this is not feasible, judgment is
required in establishing fair values. Judgment includes the consideration of inputs such as
liquidity risk, credit risk and volatility. Changes in assumptions about these factors could affect
the reported fair value of financial instruments.

5.3 Held-to-maturity instruments

In accordance with IPSAS 29, the University classifies some non-derivative financial assets with
fixed or determinable payments and fixed maturity as held-to-maturity. This classification
requires significant judgement. In making this judgement, the University evaluates its intention
and ability to hold such investments to maturity. If the University were to fail to keep these
investments to maturity other than for the specific circumstances — for example, selling an
insignificant amount close to maturity — the University is required to reclassify the entire
category as available-for-sale. Accordingly, the investments would be measured at fair value
instead of amortised cost.

5.4 Employee benefit obligations

The present value of the employee benefit obligations depends on a number of factors that are
determined on an actuarial basis using a number of assumptions. The assumptions used in
determining the net cost include the discount rate, future salary increases and mortality rates.
Any changes in these assumptions will impact the carrying amount of employee benefit
obligations. The University determines the appropriate discount rate at the end of each year.
This is the interest rate that should be used to determine the present value of estimated future
cash outflows expected to be required to settle the employee benefit obligations. In
determining the appropriate discount rate, the University considers the interest rates of
government bonds that are denominated in the currency in which the benefits will be paid, and
that have terms to maturity approximating the terms of the related pension obligation. Other
key assumptions for pension obligations are based in part on current market conditions.

Additionalinformationis disclosed in note 30.
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(Al amounts are in Ghana Cedis unless otherwise stated)

Government subvention received

Subvention - Emoluments
Subvention - Service
Subvention - Investment
Book and Research Allowance

Academic fees and other charges
Academic facility user fees
Residential facility user fees
Other academic charges

Sale of admission forms

Revenue from other exchange transactions

Miscellaneous income

Affiliation fees

Donations

Farm Income

Hire of university facilities & equipment
Interest income

Medical Services Revenue

Rental income

Other Income

Employees Compensation
Emoluments

Employer contributions (GUSS & SSNIT)
Book and Research Allowance

KWAME NKRUMAH UNIVERSITY OF SCIENCE AND TECHNOLOGY, KUMASI
FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2020

2020 2019
237,249,971 213,912,202
18,697,295 26,699,829
2,442,902 5,284,186
9,479,310 8,389,699
267,869,479 254,285,916
249,561,500 196,770,882
376,330 8,400,759
14,041,961 10,748,465
12,879,609 11,456,927
24,549,827 35,871,142
301,409,227 263,248,175
781,941 1,507,144
6,825,855 1,120,692
255,727 648,653
878,519 2,954,628
20,475,290 21,557,394
1,496,005 1,709,652
1,347,915 1,404,887
16,308,728 12,612,381
48,369,979 43,515,431
252,430,299 210,305,367
6,654,891 5,882,610
9,498,497 8,393,720
268,583,687 224,581,697
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(Al amounts are in Ghana Cedis unless otherwise stated)

Direct Teaching and Research
Direct Academic Expenses
General Administration Expenses
General Education Expenses
Miscellaneous Expenses
Municipal Services

Library Expenses

Production Cost

General education expenses
Admission, examination and graduation
Affiliation expenses

Printing & stationery

Students feeding cost

Student grant

Other teaching & learning materials

Municipal services
Cleaning & sanitation
Electricity

Fire prevention

Fuel & lubricants
Protective clothing
Repairs & maintenance
Security services
Sports expenses

Water charges

Production cost

Bar & canteen purchases
Factory expenses

Fuel & lubricants
Medical expenses
Repairs & maintenance

2020 2019
25,195,065 45,050,232
11,502,655 13,706,648
8,877,788 14,795,964
1,206,074 302,434
9,626,917 9,822,101
5,250 33,885
1,331,005 1,068,067
57,744,753 84,779,331
5,371,581 18,955,690
136,901 668,485
2,094,545 166,076
81,864 296,336
32,520 340,974
3,705 25,478
7,721,116 20,453,039
1,873,331 1,977,424
13,100,317 21,545,963
30,419 56,884
2,328,803 2,468,454
36,215 115,767
9,518,160 10,903,915
961,198 529,480
704,545 555,700
5,859,396 5,937,993
34,412,384 44,091,580
2,603,055 4,428,409
1,629,977 4,090,247
12,576 42,715
7,605,160 5,412,656
339,055 34,323
12,189,823 14,008,350
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(All amounts are in Ghana Cedis unless otherwise stated)

General administration expenses
Audit expenses

Bank charges

Allowances and conference costs
Staff related expenses

Travel and subsistence

Internet & Other ICT Charges
Other admin. Expenses

Library Expenses

Library books

Depreciation and amortization
Miscellaneous expenses

Fair value loss on SCB shares
Clearing charges

GUSA games & related expenditure
Legal charges

Official entertainment

Other charges & fees

Hall cloth expenses

Periodicals magazines & journals

Other expenses

2020 2019
200,253 265,341
210,157 219,195
644,500 3,624,046

6,381,952 4,422,940
2,007,438 3,624,006
4,022,569 5,211,075
11,402,596 11,885,187
24,869,465 29,251,791
724,394 918,464
40,760,373 90,092,340
0 1,188,000

113,313 6,684
173,865 647,082
838 10,720

16,498 59,574

852 37,416

0 25,560

127,735 257,980
43,156 1,600
476,258 2,234,616
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18. Property, Plant & Equipment

COST

Land

Buildings & Structures
Infrastructure

Land Improvement
Capital Work in Progress
Office Equipment
Computer Equipment
Production Equipment
Furniture, Fixtures & Fittings
Motor vehicles

ACCUM DEPRECIATION

Buildings & Structures
Infrastructure

Land Improvement

Office Equipment
Computer Equipment
Production Equipment
Furniture, Fixtures& Fittings
Motor vehicles

NET BOOK VALUE

(Al amounts are in Ghana Cedis unless otherwise stated)

Balance Additions Disposals/ Year Ended

1 January 2020 2020 Transfers 31 December 2020
593,930,000 - - 593,930,000
1,059,158,520 2037,300 9,464,962 1,070,660,782
901,780 - - 901,780
5,694,560 164,898 - 5,859,458
210,855,600 63,139,193 (9,464,962) 264,529,831
22,427,379 3,900,319 - 26,327,698
6,582,869 4,092,908 - 10,675,777
5,750,503 303,840 - 6,054,343
6,040,446 4,137,194 - 10,177,640
15,650,723 3,569,757 393,292 18,827,188
1,926,992,380 81,345,408 393,292 2,007,944,497
Balance Charge for Disposals/ Year Ended

1 January 2020 Year Transfers 31 December 2020
21,319,617 21,413,216 0 42,732,832
90,178 90,178 0 180,356
1,343,512 585,946 0 1,929,458
11,213,689 12,601,914 0 23,815,604
6,582,869 1,023,750 0 7,606,619
821,500 243,723 0 1,065,223
6,040,446 1,036,209 0 7,076,655
3,130,145 3,765,438 235,975 6,659,607
50,541,956 40,760,373 235,975 91,066,354
1,876,450,424 1,916,878,142
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(Al amounts are in Ghana Cedis unless otherwise stated)

19

20 Key management personnel remuneration

21

22
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Long term investments
Investment in SCB shares
Long term loan

31-Dec -20 31-Dec -19

2,422,035 1,930,500
171,708 171,708

2,593,743 2,102,208

Key management personnel is defined as persons having authority and
responsibility for planning, directing and controlling the activities of KNUST
and comprise the Council Members and Principal Officers. No benefits are paid
directly or indirectly to close family members of key management personnel.

Council Members are not remunerated by the university

Key management Salaries and other employee benefits

Inventory

Printing and stationery items
Academic gowns

Cleaning and sanitation consumables
Computers & general ICT accessories
Drugs and medical consumables
Food and drinks

Furniture and fittings

General maintenance consumables
Live animals

Laboratory consumables

Accounts receivables and prepayments

Subvention receivable

GUSSS loan receivable

Hospital receivables

Interest receivables

Project receivable

Rent receivable

Staff debtors

Student association receivables
University of Ghana overseas office
General trade receivable

Other receivables

31-Dec -20 31-Dec-19
1,158,872 1,122,516
31-Dec-20 31-Dec -19
1,250,004 207,996
3,987,940 3,534,379
490,576 328,186
1,160,808 1,291,326
1,633,315 2,088,962
4,951 4,229
3,175,000 1,425,000
1,966,704 4,481,002
172,685 172,685
422,376 435,022
14,264,360 13,968,787
19,335,275 26,022,272
12,856,227 11,958,826
1,332,159 2,137,428
2,877,582 3,210,136
30,567 30,567
3,553,986 14,123
2,050,075 1,838,790
15,305,872 13,550,285
1,061,528 1,130,385
18,659,616 3,749,390
935,571 89,619
77,998,459 63,731,821
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23

24

26

27

28

29 Accounts payable and accrued liabilities
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(Al amounts are in Ghana Cedis unless otherwise stated)

Short term investments

Fixed Deposits

Cash and cash equivalents

Cash at bank
Cash in hand

Deferred income
Student fees
Accrued expenses
Payroll liabilities
Audit fees

Ex gratia award

Other accrued expenses

Sundry Deposits
Endowment Fund
Project Funds
Students Funds

Other Sundry Deposits

31-Dec-20 31-Dec -19
151,361,798 159,203,926
53,638,125 50,570,063
16,320 2,299,973
53,654,445 52,870,036
0 119,989,899
10,825,893 8,093,098
0 275,000

292,130 222,684
7,380,901 3,434,500
18,498,924 12,025,282
157,423 72,344
8,667,612 15,228,994
2,712,214 3,586,875
22,363,540 18,834,906
33,900,789 37,723,119
20,164,429 23,391,062
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30. Employee benefit obligation

30.1 Employee benefits schedule

Defined benefit obligation

Balance at 1 January

31-Dec-20

188,625,706

31-Dec-19

188,625,706

Current Service Cost (excluding expenditure) 15,054,216 15,054,216
Net interest cost 39,889,237 39,889,237
Actuarial (gains) losses from change in financial assumptions 8,160,987 8,160,987
Return on Plan Assets excluding amounts in
interest expense/(income) 0 0
Experience actuarial (gains)/ losses 1,110,158 1,110,158
Contributions paid by the members and other parties 10,958,517 10,958,517
Benefits paid (18,635,960) (18,635,960)
245,162,861 245,162,861
Fair Value of Planned Assets
Balance at 1 January 114,093,881 114,093,881
Current Service Cost (excluding expenditure) 0 0
Net interest cost 24,147,783 24,147,783
Experience actuarial (gains) losses (1,364,931) (1,364,931)

Return on Plan Assets excluding amounts in interest expense (income)

(2,657,953)

(2,657,953)

®

Contributions paid by the employer 5,698,417 5,698,417
Contributions paid by the member and other parties 10,958,517 10,958,517
Benefits paid (18,635,960) (18,635,960)
132,239,754 132,239,754
Net Defined Benefit Liability
Balance at 1 January 74,531,826 74,531,826
Current Service Cost (excluding expenditure) 15,054,216 15,054,216
Net interest cost 15,741,454 15,741,454
Actuarial gains (losses) 8,160,987 8,160,987
Experience actuarial (gains) losses 2,475,089 2,475,089
Return on Plan Assets excluding amounts in interest expense (income) 2,657,953 2,657,953
Contributions paid by the employer (5,698,417) (5,698,417)
Net define benefit liability 112,923,107 112,923,107
1st January 31st December Movement
GUSSS liability provision 2019 74,531,826 112,923,107 38,391,281
2020 112,923,107 112,923,107 0
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30. Employee benefit obligation (continued)

Ghana Universities Staff Superannuation Scheme (GUSSS)

The Ghana Universities Staff Superannuation Scheme (GUSSS) of the University covers teachers
(lecturers and professors), research fellows, administrative, library and professional staff of the
public universities. The GUSSS scheme was first revised and re-established on January 1, 1976
and since then has undergone several reforms. At the reporting date each public university
operated its own version of the GUSSS. The GUSSS scheme provides for old- age pension, death
benefits and benefits on dismissal or vacation of post. Under the enhanced GUSSS, members are
eligible for old-age pension benefits if they have attained a minimum age of 55 (voluntary
retirement); however, there is a compulsory retirement at age 60, provided they have
contributed into the scheme for a minimum period of 15 years (180 months). Members
contribute into the GUSSS monthly at a rate of 25% of basic salary whereas the Employer
contributes 13% in respect of each member.

All retirements are currently effected on December 31 of the year of retirement. The GUSSS
provides for an optional lump sum gratuity settlement plus a residual pension; the lump sum
gratuity is equal to a quarter (%) of the full pension multiplied by twenty. The residual pension of
three forth (34) of the full pension is paid for the life of the member, with a twenty (20) year
guaranteed period. The full pension is calculated as one fortieth (1/40) for each year of
contribution, subject to a maximum of 40 years times the terminal salary. Currently, the scheme
has One Thousand and Sixty-Three (1,063) members and is managed by the Finance Office at the
KNUST under the control of a Management Board.

Valuation and significant assumptions

This valuation exercise for GUSSS was performed for 2019 by Stallions Consultants Limited on
going concern basis and per the requirements of IPSAS 39, Employee Benefits. The actuarial
basis specifies the actuarial methodology and the assumptions used in performing the actuarial
valuation. To estimate the liabilities under the scheme, there is the need to estimate the future
payments from the scheme which in turn requires assumptions to be established about the
future evolution of the membership and the rate of return at which the benefits will be
discounted. Then, an actuarial method is used to establish the liabilities of the various members
under the scheme.

The Projected Unit Credit Method (PUCM) method was used to estimate the GUSSS liability. The
PUC method sees each period of service earned during eligible service as giving rise to an
additional unit of benefit entitlement and measures each unit separately to build up the final
obligation. The PUCM involves projecting — using salary escalation assumptions — each unit of
benefit, up to future dates of leaving service, retirement, death or other future employment exit
states, allowing for the probabilities of reaching those states, and then discounting those
benefits back to the valuation date. In determining the aggregate actuarial liability, liability for
each scheme member were first calculated and then aggregated to arrive at the liability for the
scheme.
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(All amounts are in Ghana Cedis unless otherwise stated)

The significant assumptions used in the valuation are as follows:

Economic assumptions

Baseinterestrate 22% perannum
Rate of salaryincreases 13% perannum
Mortality rate 10% 1983 Unisex Group Annuity Mortality
Postretirementindexation  13% perannum
Contributionrate 13% perannum

Demographicassumptions

Mortality 1983 Unisex Group Annuity Mortality
Retirement age Allmembers retire at age 60

Others

Valuation date 31 December 2019

GUSSS did not perform actuarial valuation for the scheme as at 31st December 2020 as per their
practice. Therefore the valuation for 2019 has been used for 2020. It is expected that the
liabilities for 2020 will not exceed that of 2019.

Sensitivity analysis

The sensitivity analyses below are based on a change in an assumption while holding all other
assumptions constant. In practice, this is unlikely to occur, and changes in some of the
assumptions may be correlated. The idea of this analysis is to ascertain the assumptions that
have the most and leastimpact onthe obligations of the scheme.

The following sensitivities were tested on the final basis used for this valuation. The results of the
sensitivity analysis as at 31 December 2019 are summarised below:

Change in assumption Increaseinassumption Decreaseinassumption
Discountrate 2% 15% 21%
Salaryincrease rate 2% 6% 5%
Mortality rate 0% 0% 3%
1st January 31st December Movement
Ex gratia provision 2019 73,914,337 97,207,819 23,293,482
2020 97,207,819 96,125,449 -1,082,370
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32. Cash flows generated from operations

Surplus /(Deficit) for the year

Adjustments for:

Depreciation and amortisation

Prior period adjustment

Changes in:

Increase in inventories

Increase in receivables

Increase in sundry deposits

Increase in accrued expenses

Decrease in accounts payable and accrued liabilities
Increase in deferred income — student fees
Increase in ex gratia provision

Increase in GUSSS liability provision

CASH FLOW GENERATED FROM OPERATIONS

33.Statement of Funds

33a. Accumulated fund

Balance as at 1st January
PPE and other Adjustments
Prior Year Adjustment

Excess of Income over Expenditure
Balance as at 31st December

33b. Transition from previous basis of accounting to IPSAS

31-Dec-20 31-Dec-19
170,166,431 (11,046,448)
40,760,373 90,092,340

- 933,946
(295,573) (2,660,678)
(14,266,638) (8,347,133)
(3,822,330) 3,651,410
6,473,642 6,217,543
(3,226,634) (26,747,220)
(119,989,899) 24,059,692
(1,082,370) 23,293,482

- 38,391,281

74,717,003 137,838,215
31-Dec-20 31-Dec-19
303,948,217 555,365,612
6,628,097 (241,304,894)

- 933,946
310,576,314 314,994,664
170,166,431 (11,046,447)
480,742,745 303,948,217

The effect of the University’s transition to IPSAS, described in note 2, is summarised below.

(i) Transition elections;

(ii) Reconciliation of net assets/equity as reported under previous basis of accounting to

IPSAS; and

(iii) Reconciliation of accumulated surplus/(deficit) as reported under previous basis of

accounting to IPSAS.
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(Al amounts are in Ghana Cedis unless otherwise stated)

(i) Transition elections

The University applied the following transition exemptions as given by IPSAS 33 to full
retrospective application of IPSAS:

O Fairvalue asdeemed cost; and

O Nocomparative figures reporting for first time adoption of accrual basis IPSAS.

34. Capital Reserve

Opening balance as at 1 January 2020 2,004,708,919
Adjustments to Recognition of PPE (550,313,415)
at deemed cost 1st Jan 2020

Restated opening balance 1,454,395,504
as at 1 January 2020

Balance at 31 December 2020 1,454,395,504

35. Contingent liabilities
There were no contingent liabilitiesas at 31 December 2020

36. Comparative information
Comparative informationis presented for the year ended 31st December, 2019, whichis the year
of first time adoption of accrual basis IPSAS.

37.Subsequent events

It is envisioned that the COVID 19 pandemic will most likely have an impact on the economy and
the activities of the University. The University is, however, not able to produce areliable estimate
of thisimpact at this point.

The Council is not aware of any other material events that have occurred between the date of the
statement of financial position and the date of this report.
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