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I nstitutional inf ormation : [<€m-?.i54

Establishment
Kenya N{edicai Supplies Agencl, (KEVISA) rvas established as a State Corporation under

Legai Notice No. 17 of 3'd'Febmarv, ?000.

Core Mandate
The Agency Core \zlandate as definer-l in the Legal Notice is to Procure, Warehonse and
dish"ibutes medical com:rrodities to public healtl'r activihies in the Country

Functions of tl're Agency
. To develop ;irLcl operate a viable comrnercial sen'ice for the procurement and sale of

drugs and other meclical supplics.

. To provicle a sccure source of clnrgs and other meclical supplies to Public Health

instrtr-ttions.

o To advir:e the Health N4arragcrnent Boarc-is and the general public on matters relating

to the procllrernent, cost eI'fectivcness anel rational use of drugs and other medical

suppLies.

VISION AND MISSION STATEMENT AND OUR CORE VALUES

OUR VISION
To be become the medical Iogrstics support organization of choice

OUR MISSION
KEMSA r.vill provide rcliable, effective and sustainable support to heath care delivery

OUR CORE VALUES
Core values are the icieals alcl enduling prir-rciples that underpin the organisation's
performance and culture. The follorving have been agreed as forming the fundamentals
of KEMSA's core values:

Customer focus - KEMSA will focus on a-nticipatilg and n-reeting the needs of its
ctrstomers ancl responding to their qtteries in a tirnely manner

Innovativeness - KEMSA will promote and recognise creativity and innovativeness
airnecl at enhancjng value to t-he institutions operations and the medical supplies
suppiy chain

Operational Excellence- KEMSA will strive to continuously review and enhance

,rul.r" of its operations ald providing the most efficient and effective deLivery within
the medical supplies supply chain

a

o
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Ethic.rl - KEMSA is cornmittcd to sorrncl et]'rics and ethical business practices and
expects that every staff and st.-rk:holcler oI tire organisation will constantly exhibit
faimess, honesty, integriLy and rcspect for others in everything they do.

Professional- KEMSA will conduct its deallrgs and interactions with the tttinost
professionalism and ensuring that conIiclerrtiality is nlaintained t]uoughout

Transparency and accountability- KEMSA will ensure compliance to all regulatory
requirements in its operations antl ens,rre that in all it does, its actions ate open and
resporsibie

Respect for diversiky- KEMSA will respect the diversity of its stakeholders (that is,
staff, customers, suppliers, stakeholders) and actively to seek to understand their
views and opiniors and acknowledge their conhibubion to the institution

Registered office and principal place o[ business

Comrnercial Sheet, lndustrial Area,
P.O Br''< '177L5 00100,

Irlr',iROBI

t!ankers

l.I.iatjonal Bank o( Kerrl'a
HaraLnbec Avenue,
NAIITOBI

3. Kenya Commercial Bank
lndustrial Area
NAIROBI

Independent Auditor

Arrclitor-General
Kenya National Audit Office,
Arutversary Towers, University Way,
NAIROI]I.

2. Commercial Bank of A.'rica
|Jyerere Itoad,
NAiROBI

4. Co-operative Bank o{ Kenya
Enterprise Road
NAiROBI
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Designation Date of
Appointn-rent

Representation as per the
KEMSA A-rrendment Order
Section 3. (2)

Amb. So)omon W. Karanla Chatnn;.r-, I

1

I

lrrAr October 2009 (a) Non- Execuhve Chau

) N'h. Cy'pv1an 4qv11, Vrce Chairman I Z+tl August 2009 (j) t.evel 4 Health lvlanagement
Comrnittee Representa tive

3. Amb. Fehstas V. ICrayumbi AIt. Director 24th August 2009

24th August 2009

(b) Permanent Secretarv,
Minisfy of Medical Services

4

5

N'Ir Francis lvtusyimi (c) Permanent Secretary, Ministry
of Pubhc l-Iealth & Sanitation

(d) I']ernranent Secreta'y,
lvlinrstry of Finance

24tir ;\ugust 2009 (e) Attorney Genera.l

(f) Director of Medrcal Servir-es

24th August 2009 (i) Private Sector Representative

I)r rec tor 2-1fi Ar.rgr.rst 2009

2{th Augtrst 2009

(h) Pharmaceutical Society of
Kenya Representative

t0 Ms Florence Oile Drrector (g) Kenya irLstitute of Supplies
Management Representative

11 Ms. Ruth Lelervu Ducctor 24th Augu-st 2009 (j) Level 4 Health Management
CorrLmittee Represen ta tive

12. I) irector 24th Aui,rrst 2009 (k) Chief Executive Officer

liliN\ -\ \l lil)l(- \ L SLTPPLIES r\CENC\

1

Board Members

Name

ivlr Mrclrael Catirnu

VIs Dolcas Achapa

I)r'. l'r.rncis Kimaru

lvlr Charles Rigoro

I)r' Nloscs lvtwang

Dr. john llh.rnvu

F<{ErT1-54

o

Alt. Diector

Alt. I)rrcctor 2-lth Ausust 2009

l\lt Drrector

D rcc [or 2-lth August 2009

E

9

Duector
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BOARD COMMITTEES

The Board comrrrittees as at the clate of this repolt comprise

tr<€.rTr.:r

Reforms &
Development
Courmittee
Com osition
6 Directors antl thc
CTO

IIuman
Resources
Comrnittee
Corn osition

Finance Commibtee

Conr

Audit Conuribtee Technical
Co:rrmittee

Composition Composition
6 Directols and
the CEO

5 Dirt'cttls ar-rd the

CEO
5 Directors ancl the
CEO

5 Directors zLncl the
CEQ

Main Function I Main Function Main Function Main Function Main Function

Oversee
rmplementation of
thc'fersk Force
recontmcn dations
aJtcr Board
approvals, exanrine
the recomrtrendet.l
stmcburc
clcvelopments
including ICT
installa Lion^s and
rnake appropriate
rccomrncr-rclations

Consideralion of
hu,rnan resources
zurd

administration
nratters tltat
rcquire to bg
considere-d by t{re
Lloard includrng
recntitnent,
prornotions/
discip)ure ancl
rvelia re of staf{.

Review and
monitoring of
KilN4SA firrancial

1:ros i tion, accotr n ts,

['i r.ralrci.rl sta tcnrents
arrrl statutor'\,
rLlports/
Consitieration t'lf
atrdit m.rtters
arising out of
KIlir'tSA's financial
position and
.statPnrenLs.

Consideration of
matters relating to
audit queries, audit
nranagement Ietters
and quality
assrlrance of systems
and processes,
ilrcludLrg review of
risk management,

Oversee QA &
control systems,
warehousing &
distribution of
medicines,
custorher services,
co-orclinate
updates of EMMS
list, commoclities
procurement
systems compliance
to the law,ICT
policy, accuracy of
stock

Frequenry of
rneetings per
annLlm

Frequency of
nreehings per
arlnunl

Frequency of
nreetings per
arlnunl

Frequency of
meetings per annum

Frequenry of
meetings per
annum

Qr.rarterly or on
necd basrs

Quarterly or on
nced l-rasis

Chainnan Chairman

Quarterly or on
rrccrl Lrasis

Chairn-ran
N,lr. Charles lUgoro

lvlernbers

Quarterly or orr need
basis

Chairman

Quarterly or on
need basis

Chairman

Dr Nloscs Mrvangi,
Mr Charlcs Rigoro,
Ms, I'lorence A. Oile,

Ms Ruth Lelelvtr,
Ms. Dorcas Achapa

N{r Cyprian Aw'iti,
Dr Nloscs \4rvangr,
NIr Cl.rarlcs Rrgoro,
Ms Rr.rth Lelcwr.r,
Amb Felistus V
IC-raytunbi

Mr. Cyprian Arviti Ms. Florence Oile

Menrbers Members

Ms. Ruth Lelewu Dr. Moses Mwangi

Nlembers Members
Amb Felist-Lrs V
Khat,r.rmbi, Mr
l;rancis Musyimi,
Mr N'lichael Gatimr-r,
Dr lt4oses Mwangi

Mr Cyprian Ar,viti,
Mr Michael Gatimu,
Mr Charles Rigoro,
Ms. Dorcas Achapa

Dr Francis Kimard,
Ms, Florence A. Oile,
NIs Ruth Lelewu,
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Senior Manasement Staff

I

rSeJIEr.F.a
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Name DesigBtion

a) Dr. John M.rnyu Chief Executive Off icer

b) Mr. Joseph C. Kiptoo Director Finance & Administration

c) Mr. Joshua Obell Operations Director

d) Mr. Charles Juma Procurement Director

e) Mr. Fredrick Wanyonyi Director of Legal Services/ Corporation Secretdry

0 Mr. Jolur Mwangt Finance Manager

s) Mr. Ignatius K. M'Arithi Distdbution Manager

h) Dr. Wanjau Mbuthia National Customer Service Manager

i) Dr. Jotur Aduda Quality Assurance Manager

i) Mr. Enos Namasaka HR & Admn. Manager

k) Mr. Samuel Wataku ICT Manager

r) Mr. John Kabuchi Procurement Manager

m) Mr. Samuel Okanda Warehouse Manager

n) Mr. Pariken Sankei Internal Audit Manager

o) Mr. Dominic Kabiru Public Relations and Communications Manager
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CORPORAT E GOVERNANCE STATEMENT

Corporate governa-nce is the process by rvhich corporatiorls are dilected and controlled

rvith the obiective of mcreasilg stake/shareholders value and satisf,iing them' fhis is

acluevecl bv estab1ishinq a svstern of r-learly defi-rred authorities and responsibilihes,

r.v6ich resuJt ip a s1/stem of internal conh'ols that is regularly tested to ensure

efiechveness.

At Kenya lvledical supplies Arlenc)/r thc Boarcl piaces a high degree of importance on

maintainirlg a sorlncl conh'ol envirorrlnent and applying the highest standards of

bqsiress integrity ancl professionahsm i:r all areas of the Agenry's activihes. The Board

has aclopted ihe Cocle ol: Best Practice for Corporate Governance issued by the Cenh'e of

Corporate Governapcc (Kep1,a) as its bcnchmark in developing its corporate goverllanqe

pririciplcs. Thc Boarct is respor-rsiblc for the governalce of the Agency and conducts the

t,,,sir,.ss antl operations of tl're Agenc), \vith htegrity and in accorclartce with generally

acceptecl corpoiate practices, based on h'ansparency, accountability and responsibiJify.

BOARD OF DIRECTORS

$<.€.n-!_5.Er

'[he coml-,osition of the Boartl is set

con'rprises of the Chainnal rvho is
the Milrister for N{edical Services

out on page 5. The Boarcl of Direciors of the Agencv

appointed by thc Presiclent, the CEO is appointed by

on rL'conamcnclation by the Iloard, the Permanent

Secretary of the l\4inistr1 for N{cdical Scrvices or her representative, the Permanent

Secretary to thc 'lreasuly or l-ris representative, the Permanent Secrctary Ministry Public

I1ealth a:rct sanitation or his rc1-rresentative, tirc Director of Medical ServiceS, five

members who ar.c not pr-rblic otrilcrs with cliverse meciical supply chain rnanagement

experience appointecl Lry the lvlinister. r\Il non-executive directors are independent of

,r.r..rg"^"rli of tn. r\gency,. The Boarcl has varicd and exterrsive skills rn the areas of

meclic"al supply chair-r managenrent ancl business ma:ragement. The directors'

responsibilitlies are set out in the Statcmr:nt of Duectors Responsibililies on page 13. The

clirectors are responsible for the cltvelopment of internal {inancial controls, which give

reasonable assltratlce agairrst rtrateriaI mis-statements'

The chairman provicles the overt-rll lt:aclelship to the Board without Lmiting the

principlc of collective responsibility for Boarct clecisions. FIe acts as the link between the

Boarcl ancl t6e CEO ancl pla1,s a leacl role in consensus building belween the Board

members, the CEO ancl selior management. The lloard has dclegated the autirority for

clay-to-clay management to the CnO. tt however retailrs the overall responsibiliry for

cletisior-,s with regard to [i:rar-rces .lr1d operatiot-ts of the Agency.

The Boarcl meets quarterly ancl has a formal scheclule of matters reservecl to it Board

papers ale generally circuiatecl rvell in advance of the Board meetings by the Director

Legal Services. Directorp are requirecl to clisclose all areas of conflict of interest to the

Boarcl ancl are excludecl from voting on such areas' The key function of the Board is to

guide ancl control the perforlrlance ;rnci management of the affairs of the Agency'

Page 8 of30
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This inclLrdes the duty to enslrre that the fnnctions of the KIMSA are carried out in an

efficient, rransparent and ethical rnanner and that no particular person or body is given
undue preference or subjected to any undue disadvantage. The Board corsiders and
advises the Minister for ivledical Services on the development and maintenance of
Medical Suppli, Chain policl' framework ancl the objectives of KEMSA. It considers and
approves general performance targets, both strategic a:rd business, and the annual
budgets of tire Agency.

The Board has power to control the use of and oversee the admmistrahon of assets of
the Agency and also to deterrnine the provisions to be made for capital and recurrent
expenditr-ue and for revemre reserves of the Agency.

Thc Board has appoirrted various standin;5 Committees to which it has delegated certain
responsibiliries with the chairnren of the Committees reporting to it. The composihon of
the standing Corrurribtees is set out or-r page 6.

$<€_rm-sa
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CHAIRMAN'S REPORT

On behaU of the Board of Directors, I am delighted to present the Annual Report and

Financial Statements of Kenya Medical Supplies Agenry (KEMSA) for the financial year

ended 3Qtn ]une 2012

The current Board was appointed under a reform Agenda Plafform in August 2009 with
a mandate of implementing the KEMSA Task Force report that was a product of 'an

eleven member team appointed by the Minister of Medical services after dissolution of
the previous Board for non performance.

During the year ended 30th june 2012, the Kenya Medical Supplies Agenry (KEMSA)

strengthened its core mandate of medical supply chain by enhancing capacity in
procurement, warehousing and distribution as well as prudently managing its public
,.rolrr."s; in orcler to efficiently offer high-encl customer service standards. As a State

Corporation, KEMSA continued to be a secure source of value-for-money drugs and

other medical supplies to over 5,000 Public Health Facilities in the country.

During the financial year under review, the Board in collaboration with the parent

rninistry and its key stakeholders initiated the following reforms intended to enhance

the Agency's strategic positioning in fulfilling its core mandate of providing logistical

support to health care system in Kenya;

a) tntegration of all procurement processes and activities within KEMSA;
b) Drafting of KEMSA Act of Parliament which is now before the National

assembly for discussion and ratilication;
c) Drafting of KEMSA 2017-2075 Corporate Strategic Plan and Business

Plan with a vicw to realigning it to expectations of the Government's
Vision 2030 iniriative; This strategic plan will be launched in the course of
FY2011,/2072

d) The Agenry came up with blue-print to establish a Supplementary

Services Division that will supplement Government's efforts in the

provision of medical comrnodities to Public Health Facilities;

e) Human resource capacity building lvhere new directorates were created

and operationalized with harmonized terms of employment;

0 Automation of all core functional/operational areas of the Agenry
through the ro11 out of the ERP system which led to increased service

efficienry.

Other achievements made during the year ending June 2012 include;

a) The 24 hrs 7d,ays operation of the central warehouse in Embakasi with
effect from December, 2010 thus increasing output by over 2fr0%;

b) Achievement of "Very Good" rating of Performance Contracting;

Page 10 of29
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c) ISO recertiiication pass

it is r-roted that dunng this furancial 1,ear, the global economy experienced a major
dorvnturn that led to increase in tire cost of doing business. I am glad to mention in tlLis

report that despite dorvnfurr., KEN{SA contilued to offer value for money in its medical
commodity pricing as evidenced bv independent price surveys by Development
Partners.

Let me take this opportunitv therefore to reaffirm the comndtment of t1-re Board of
Duectors to provide effectrvc leaclership for the growth of Kenya Medica-l Supplies

Agency, (KEN{SA). I.:n this, lve r,vill endeavoru to support the Management arrd also work
with the Parent Ministry and Stakeholders a-nrl Partners for continued growth of the

health sector.

Ovcrall, Kenya Vledical Supplies r\gency (KEMSA) operatecl within the approved
buclgetary esti-mates for lrjl.rtrcial Year 2017/?072.

Irr concltrsion, KEIVIS.A is wolkirrg h.rrcl to erlslrrc it effectively clelivers its marttlate ancl

attairr its vision of beinrr'the nredical logistics support organization of choice'

Amb. Solornon Karanja,
hairma Board tors

Page 11 of29
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The directols submit this report together rvitl'r the finar-rcial statements for the year

endecl 30 June 2012, it accorclance with Section L4 of the State Corporations Ait, section

74 (2) of the Legal Notice No. 17 of 3'd Febntary', 2000.

PRINCIPAL ACTTVITIES
The Kenya Meclical supplies Agency ("KEivlSA") was established on 3'd February 2000

by the Legal Notice No. 17 of 3,d Febmary, 2000 with the primary to mandate to

pio..,.ru, warehouse and clish"ibute medical commodities to public health faciljties in the

counhy.

RESULTS
The net sr.rrplus for tl're year is Kshsl87,527,28 (2m0/2011 Kshs 60,708,253)

DIITECTORS
ltre names of the directors who held office during the year to the date of this report are

set orrt on page 5. In accordance to the KEMSA Legal Notice No. 17 of 3'd February,2000
as amendecl on 15h May 2009, directors r,vho are not public officers wi]I be due for
retirement in October 2072 for the chairman of the Board and rn August 2012 for the

other non execulive directors.

AUDITORS
Kenya National Audit Ofiice audits the accoults of KEMSA, in accordance to with
Section 14 of the State Corporations Act and Section 1a(1) of KEMSA Legal Notice No.

17 of 3,d February, 2000.

\

ny Oriter of the Board
Corporation Secretary

Nairobi
March 2013
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STATEMENT OF BOARD MEMBERS' RESPONSI B ITIES

The Boarcl members are rbquired to prepare finalcial statements which give a true and

fair view of the state of affails of The Kenya N4eclical Supplies Agency as at the end of

the financial year and of iis surplus or clchcii foi ti-rat year. The Board is required to

enstlre that the Agency maintai:rs proper accounting records which disclose with

reasonat'rle accuracy, the furanciai position of the Agency.

The Boarcl is responsible for safeg.rarc{ing the assets of the Agency. The Board accepts

respolsibilify for the financial statcments, which have been preparc'd using appropriate

accorurLing policies supporti,d by t'easonablc ancl pruc{ent judgement and estimates,

consistent with previous years ancl in conlorrlity with the international financial

reporting standarcls.

The Boarcl is of the opinion that Lhe fir-rancial staten-rents give a true and fair view of the

state of the financial aJfairs of the Agencl, as at 30th June 2012 alcl of its surplus for the

year then ended. The Board ftirther confirms the accuracy and completeness of the

accounti:rg recorcls maintained by the Agency r,vhich has been reLied uPon for the

preparahon of financial statements as well as the adequacy of the systems of the internal

filancial conLrols.

This statcDrc.nt is approvcd and signed on behalf of the I]oard by:

Dr. john N{. MunYu, MBS

Chief Officer

Signature....

,(
Amb. Solomon I(aranja

Board Chairman

Da'e x(/{t
Signature.

r t3a
Date... ,-6[
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REPUBLTC OF KENYA
Telephone: +25 4-20-34233 0

Fax: +254-20-ll 1482

E-Mail: cag@kcnao.go.ke

Website: www.kenao.go.ke

P.O. Box 30084-{0100
NAIROBI

KENYA NATIONAL AUDIT OFFICE

REPORT OF THE AUDITOR.GENERAL ON KENYA MEDICAL SUPPLTES
AGENCY (KEMSA) FOR THE YEAR ENDED 30 JUNE 2012

REPORT ON THE FINANCIAL STATEMENTS

I have audited the accompanying financial statements of Kenya Medical Supplies
Agency set out on pages 15 to 29, which comprise th-e statement of financial
position as at 30 June 2012, and the statement of cornprehensive inco_rne,
statement of changes in equity and statement of cash flows for the year then
ended, and a summary of significant accounting policies and other explanatory
information in accordance with the provisions of Article 229 of the Constitution of
Kenya and Section 14 of the Public Audit Act, 2003. I have obtained all the
informatiorl and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these
financial statements .in accordance with lnternational Financial Reporting
Standards and for such internal control as management determines is necessary
to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

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

Auditor-General's Responsibi lity

My responsibility is to express an opinion on these financial statements based on
the audit and report in accordance with the provisions of Section 15(2) of the
Public Audit Act, 2003 and submit the audit report in compliance with Article 22g

1
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(7) of the constitution of Kenya. The audit was conducted in accordance with

lnternational standards on nuaiting. Thbse standards require compliance with

ethical requirements and that the iudit be planned and performed to obtain a

reasonable assurance about whether the hnancial statements are free from

material misstatement.

An audit involves performing procedures to obtain audit evidence about the

amounts and disclosures in Ihe financial statements. The procedures selected

depend on the auditor's judgement, including the assessment of the risks of

material misstatement of the iinancial statements, whether due to fraud or error'

ln making those risk assessments, the auditor considers internal control relevant

to the entity,s preparation and taii presentation of the financial statements in

order to design audit procedures tnat are appropriate in the circumstances' but

not for the purpose of expressing an opinion'on the effecti,veness--"-f-tl." Agency's

internal''control.' An audit atio inciudes evaluating the appropriateness of

accounting policies used and tne reasonableness of aicounting estimates made

by the management, as well as evaluating the overall presentation of the

financial statements.

I believe that the audit evidence obtained is sufficient and appropriate to provide

a basis for my qualified aucjit opinion'

Basis for Qtralified OPinion

PropertY, Plant and EquiPment

As previously reported, the property' plant ?nd equipment balance of

Kshs.386,180,048 as at io Jrnu io\z includes various paicels of land valued at

.Kshs.30,000,000 for which the Agency does not possess ownership documents'

According to iniormation availah,'1", ifi" parcels'of land are spread across the

country anu inciuOe depots situated in ttiombasa, Kisumu, Nakuru and Garissa'

Further, the property, plant- rnJ .qripment- .balance of Kshs.386,180,048

excludes unspecihed'value of other parcels of land in Embakasi- Nairobi and

. Kakamega also belonging to the Agency'

ln the circumstances, it has not been possible to confirm the validity and

accuracy of the property, plant ano equipment balance of Kshs'386'180'048 as

at 30 June 2012.

Qualified OPinion

ln my opinion, except for the effects of the matter described in the Basis for the

Qualified Opinion paragraph, the financial statements present fairly' in all

material respects, tne nn-aniiai position of the Agency as at 30 June 2012' and of

its financial perfoimanc. and its cash flowJ foi tne year then ended' in

2



accordance wrth lnternational Financia! Reporiing Standards and comply with the
Kenya IVIedical Supplies Agency Order, 2000.

Edin'ard R.O. Ouko, CBS
AU DITOR-GEN ERAL

Nairobi

11 April 2013

3
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STATEMENT OF CO]VIPREHENSIVE INCOME
FOR THE YEAR ENDED 30 UNE 201.2

20112012

Income from Operations

Grants from Ministries

Kshs.Note Kshs.

2 389,600,000 525,990,000

ting Incomes 3 225,06L,575 L46,934,276Other Opera

6L4,66L,51.5 572,924,276IncomeTota] atin

Ooeratins Expenses

Disfribufion Costs

Administration Expenses

Board Expenses

Other Operating Expenses

Audit Fees

Finance costs

4

s(u)

5(b)

6(u)

6(b)

323,782,850

239,783,179

7,215,551,

287,402,307

900,000

466,927

294,883,462

1,83,51,5,706

8,532,593

229,949,676

600,000

468,3426 c

Total Operating E 859,550,818 717,949,879ES

ationsDeficit from O 244,889,303 45

Other Incomes

Non-Operating Income 7 432,5L6,506 705,733,857

Surplus for the year 8 187,627,203 50,

Page i5 of29



KEINSA

STA OF FINANCIAT, POSITION AS AT 30 IUNE 2012

2072 2077

ASSETS

Non- Current Assets

Properly, Plant & Equipment

lntangible Asset

NOTE Kshs. Kshs.

9A

9B

386,180,048

43,588,005

34,936,887

86,803,263-

Total Non-Clurent Assets 429,768,053 437,740,744

Current Assets

Trade & Other Receivables

Inventory

Cash and Cash Equivalents

72

11A

10

145,569,930

5,192,377,272

5,406,392,890

35,533,959

5,656,918,723

Total Current Assets 70,745,!L 0,092

'fotal Assets 7L,775,108,745 70,774,825,277

EQUTTY AND I IABILTTIES

Capital and Reserves

Accumulated fund

Ilevaluation llesen,e

Revenue I{eserves

13

2s6,950,298

31,554,069

526,61.0,2t7

256,950,298

37,554,069

338,983,009

Total Equity 815,114,578 527,487,376

Non Current Li abilities

Deferred lncome 74 84,901,020 92,403,626

Tota] Non-Current Liabiliries 84,901,020 92,403,626

Current Liabilities

Trade & Other Payables

Project Fund

Mcdical Commodiry Fund

15

11C

118

523,233,575

20,2n,084

9,731.,581.,887

3n,457,526

10,316,933

9,667,759,656

Total Current Liabilities 1 L0,054,934,215

Total Equity and Liabilities 77,175,\08,145 L0,774,825,217

The financial statements have been signed on behaU of the Members of the Board by:

Dr. John M. Muayu, MBS Amb. Solomon Karanja

Chief Ex ve Officer
t

Board Chairman

Signature
Signature

a EDate
/3

Date.....

Page l6 of29



!{EITH'

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 TU NE 2012

Notes
Accumulated

Funds
Kshs.

Surplus /
(Deficit)

Kshs.

Revaluation
Reserves

Kshs.

TotaI
Kshs.

As at 1st July 2010

Motor vehicle
revaluation

256,950,298 278,274,755 31.,554,069 566,779,112

60,708,253 60,708,253

As at 30th June
2017 ?56,950,298 338,983,009 37,554,069 627,487 ,376

As at Lst ]rdy 2011

Surrplus/ (Deficit)

256,950,298 338,983,009

1.87,627,203

3L,554,059 527,487,376

- 787,627,2038

As at 30th )une
201.2 256,950,298 525,510,211 3'J.,554,059 8],.5,\74,578

ili
i_ l

ii
IL

ii
I
(... _i

i'i
il

lr

Page17 of29



l{"f;JTlsrd

S'I1r]-EIvtrENT CF CASII FLOWS
FOR TFI E YEAR ENDED 307 g TUNE 2012

RAT A ITI

20L2

I(shs.

187,627,?03

36,483,297
43,+94,878

2011

Kshs.

60,708,253

37,259,953
44,983,297

05,733,857\

H S

Suuplus (Deticit)

Adjusiments For:

Depreciahon
Amortization
Interest orr cle

Sur

tS
16,506

917,191 37,?,17,547
lus Before Worki Ca ital Chan

(lncrease)/ Decrease in Reccivables

Decrease / (lncrease) il i.rrvelr tories

L',.r'cose in Project fund

Increase/ (Decrease) ir-r payablcs

Cash Ironr OPerations

lncrease/ (f)ecrease) in Deferrec[ Incotne

(111,035,971)

464,540,ES'I

9,960,151

1.45,775,949

34t1,329,785

(7,502.,606)

64,422,231-

(21,173,485)

(1,191,183,969)

10,316,933

725,547,19L

(1,M5,275,683)

(32,980,377)

934,974,567
lncrease/ (Decre ase) irr Unurilizecl Drugs Receipts

407,249,471 (1,43 ,281,488
Net Cash Used On Operatinq Activities

SH FI,OWS FROM IN\/ESTING AC.IIVITIIlS

Prrlchasc of Assets

Fixecl DePosit Recallcd

lntelest Rcceived

Net Cash Used On Inves liry 4!!ryUCS

CA FL FROM RNAN CINC ACTTVITIES

Net Cash used On Finanbing Activities

Net (Decrease)flncrease in Cash & Cash Equivalents

354,510,488 (L3,694,218

(78,006,018)

432,576,506

(124,428,074)

5,000,000

705,733,857

755,759,899 (156,975,705)

4,650,63 07,608,696
Casir & Cash Eq uivalen ts at start of Year

991
Cash & Cash Equivale nts end of Period 5

2,997 4,8

Page 18 of29



t.(€JI}5H

a) Basis of PreParation
The Financial staternents have beerr prepar-cd on historical cost accounthg basis as

moctiJied to include revaLualion of certain assets'

ANC

t C TIN LICIES

The principal accounhing policies

belorv aur-l are ir accordance rvith

b)

c)

Iluilding
F-ixtures, f ittings & equiPments

Plant & Machinery

Furnihrre

Motor vehicles

Computer & EquiPment

Intangible Assets

AT SFO YEA ED3 TIi

adoptecl in the preparation of the Irinancial Statements are set out

[n terera hional Financi a] Repo rting S tand arcls :

Rate per annum (%)

2.5

72.5

1U

t2.5

25

33.33

JJ.JJ

Income recognition
Gralts from the Ministry of Hea]th and other sources are recognised when due and when the

receipt is clefinite ,"rp".tir"ly. Grant for pa1'ment of mec{ical comrrroclities has been accounted for

trsing the capital method as per tJre IAS 20'

Defcrred srarlt mcome is as a resr,ilt of $'ants related to property, plant and equipments accormtecl

for ancl rect'lgnisecl in l.'inancial statements on a systemahc basis over the useful lrfe of the assets

Properfy, Plarrt and EquiPnlent
Properfy, Plant ancl I-lqiril;mcnt are statecl at histo-rical cost adlustecl for any

revaluations less acctlmuiatecl clepreciation. fhe depreciation chalge is based or-t

Straigh t line metl'rod.

The assets have been clepreciated ;rs follows;

*

+

*

)i

d) Inventories
'fhere las been a clange in thc accounting of i:rverrtories frorr-r disclosure to recognition in current

assets due to the conhol hetct by K.EMSA over the inventories including insu-rable interest vesting

to the Agenry.
lnventories are statecl at cost. KEMS^ holcls ttre stocks iI trust. The stc:cks wete purchased through

funcling from the Ministy of Medical scrvices, Ministry of Pub[c I-Iealth and other Development

Partners. The inventories recognisecl in the balance sheet are represented by an equivalent medical

commodity luncl wh-ich fluchrates based on the movement of inventory.

e) Cash and Cash equivalents

For the purposes of the cash flow statement, Cash & Cash-equivalents comprise

cash in hand anci banli, and un-dispatched cheques'

Comparatives
VVhere necessary, comparative figttrcs have been adjusted to conform with changes in

presentation in the current Year.
The financial statements are presentecl in Kenya shillings ( Kshs. )

f)

s)

Page 19 of29





K#JTHfl

THE

2012

Kshs

198,000000

164,100,000

7,500;000

20,000,000

TE

2011.

Kshs

180,000,000

164,100,000

161,890,000

20,000,000

2

):: Grants From Ministries

Personnel Emoluments

Distribution MOMS-Vote d

Disfribution MOPH9Vote d

Development

389,600,000 525,990,000

I

3. Qlber__Qperalir'g_Esqlse

Sale of tender documents

Gain on Disposal of Fixed Asset

Miscellaneous income

HSSP

Parallel Programs

Clobal Fund

USAID - Material Handling

USAID - Metallic Rackirg

N4CA

PSCMC

(Note 14A)

(Note 148)

(Note 14C)

(Note 14D)

(Note 14E)

7,594,230

191,808

M1,,\99

94,957,397

71.,022,917

31.,164,677

2,M0,309

3,139,497

932,800

990,000

12,186,699

4,830,596

27,752,537

47,97L,682

2,M0,309

3,139,497

64,757,794

7,052,460

990,000lst
SWAP

225,061.,515 746,934,276

l

,l

I

I

!il
rl
iil

4. Di costs

Fuels & oils

Vehicle maintenance & Levies

9,095,796

6,954,764

307,732,290

9,429,464

7,31.0,L40

278,743,859

294,883,452

Outsourced distribution

323,782,850

Page 20 of 29
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)FOR THE YEAR ENDED 3OTE JUNE 2012

5. (a) Administration expenses

Staff costs

2012

Kshs

20L7

Kshs

Staff seconded to KEMSA

Casual Employees

Kemsa Permanent & Contractual

1.0,930,919 1.0,579,U6

178,550 7,475,105

228,673,71.0 17'1A60,7il

Total Staff Costs 239,783,179 183,515,705

The Ministry of Medical Services has seconded staffs to IGMSA who are on the Ministry
payroll and I(EMSA pays them a Topup salary being the difference between MOMs salary
and the equivalent payable as per the KEMSA salary grades.

5l$,-EaDe4se4see
Sitting Allowances

Lunch Allowances

Accommodation

Travelling & Mileage
(lonferences

Honoraria

Telephone expenses

3,970,000

416,000

972,561.

663,000

150,000

950,000

84,000

5,080,648

430,000

1,183,000

.783,M5
11,600

960,000

84,000

Total Board Expenses 7,215,55L 9,532,693

Total Administration Expenses 245,998,740 L92,048398

Page 2l of29
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L STATE\IEN S (CON'IINl.l11,D ) IOR THE YEA ENDED 3OTE JUNF.2012
NOTF,S TO THE FINANCIA

6(a Other Oper ating Costs 20L2

Kshs

202,761

1,760,811

70,672,794

2,829,626

1,957,373

2,054,290

2011

Kshs
202,800

1,803,067

5,972,985

7,797,508

4,969,56(,

2,110,425

Instrrance
Staff Group insur--BOD
Staf i Group lrrsur - Sta ii Frt.ir l-r-te

irzleclical Lrs
N'I/Veiricles
Inventory-Fire & In h'ansit
Other Instuance Covers
lnsrrrance Sub-Total

Other Expenses
Trainutg
Ilrrtertai:rment
'l'elephoue, fa-x & Postage
lC I consumaDlcs

V\rater, clectriciiy, generators

lient & Rates
'[ravel & Accommodation
Stationcly & Oificc Exir.'nses

lVar.ehor.r.se Mat'ls, Pallels, arrcl olher cosLs

Secr-rrity
Social and external telatiorrs
Advertising of tenders
Drsposal of Damaged Stocks

Consultatrcy
I-egal

Quality assurallce
Assets rePair & mairtt
I)epreciahon exPellse

Amortization of intangible asseis

22,470,995 77,796,35'1.

7,075,062

Lt,736,640
7,36e,085

t0,289,662

70,554,912

55,363,970

1.8,707,247

9,844,056

4,572,985

7,071.,565

6,870,496

8,330,031

5,064,633

13,80t,402
1,,368,275

2,356,350

36,483,290

43,494,81.8

4,696,837

3,532,1.09

5,275,855

6,857,31.6

5,735,528

8,077,039

47,288,767

?5,077,57',3

4,943,773

4,220,040

5,868,917

3,078,547

2,088,554

2,600,000

4,398,347

2,034,432

2,320,81s

3,652,657

31,259,953

41,983,297

4,859,766
Other oifice expenses

Other Expenses Strb-l'otaI 254,937,306 21,2,153,325

6.c

Total Other OPera Ex NSCS

5 b. r\udit Fees

Finance Costs
Bank Charges anri Con-rrnissions

Non-Operating Income

Interest on DePosits

287,402,307 229,949,676

900,000 600,000

466,928 468,342

432,51.6,506 705,733,857
7.

8. Surplus
TIre Statement of Comprehensive lncome shows a surplus of Ksh 1.87,627,203 This surplus is

not as a result of profiiin operations, but as a result of timing differences in incomes

&expenditures, capital expenditures & wear and tear a-llowances'

Page22 of29
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98 INTANGIBLE ASSETS SCHEDTILE FOR TWELVE MONTHS ENDING 30 IUNE 2012

INTANGIBLE ASSE-TS SCHEDULE FOI( TWELVE MONTHS ENDING 30 JUNE 2011

COMPUTER
SOFTWARE REBRANDING TOTAL

ALUATION AS AT 1 1 30,204,894 4,74,996. 734,949,890

ADDITIONS 279,560 279,560

lVIP Transfer

REVALUATION

730,204,894 5,024,5s6 1.35,229,450

ATvIORTIZATION AS AT 1 43,407,637 4,7M,996 48,1,46,627

AMORTIZATION CIIARGE FOR THE 12 MONI}IS 43,407,637 93,1.87 43,494,818

ACCU NfUI-rYIaD ANIO RTIZATION E6,E03,262 4,838,183 91.,547,M5

NBV AS AT 30/06/12 43,40L,632 186,373 43,588,005

COMPUTER
SOFTWARE REBRANDING WIP TOTAL

AI-UATION AS AT 4,7M,996 77,160,405 81,905,401

ADDITIONS s3,0M,489 53,0M,489

lVIP Transfer 730,204,894 (730,204,894\

RE\IALUATION

4.7M.995 "t34.946,890

AMORTIZA'IION AS AT 3,1.63,331 3,163,331

TION CI{ARCE FOR THE 12 MONTHSAIVIOR.I.IZA 43,401,631

4sLtE637

1,581,666 M,983,297

A CCUMULATED A-N,I O RTI ZATI ON 4,744,996 48,746,627

NBV AS AT 30/06[71 85,803,263 86,803,263
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K€,nsa

NOTFS TO THE FINANCIAI- ST,4TEIVIENTS

10. Cas h & Cash-equivalents

National Bank Of Kenva

Nafional Banl' Of Kenl'a - \\'B EAPLIL.

Coop Bank of Kenya - Pooled

Coop BanI' of Kenya - Non Pooled

CBA Bank

KCB DRUG A/C

cooP DRUG A/C

KCB DISTRIBUTION A/ C

310,474,971 770,484,492

23,855,313 10,030,850

(t52,213,554

71,776,596 286,083

70,028,761. 9,770,399

1,776,796 8,933,508

4,215,043,318 4,282,579,309

22,367,000 768,668,350

R TI-LE 3OTH

2012
Kshs

2011

Kshs

Global Fund 98,976,582

Total 5,406,392,890 4,650,632,991

11. A In torv

Inve.ntory helci in trust as at 30th June 2012 Lrased on the annual valuation cost have

been recognised in the financial statenrents and an eqnivalent medical commodity

funcl raised on whicl-r lrrovements of stocks are factored into. The total value of

consuntable inventory as at 30th lunc 2072 is Ksh.5,192,377,272 made up of

inrrentory from thc var-iotts sources o[ funcls i.e. GOK MOMs, GOK MOPHs and

Development Partners as shown below

GOK/N4OMs
GOK/ MOPFIS

201.2

Kshs
7,571,966,595
7,175,885,797
2,444,524,880

2011
Kshs

L,933,275,286
2,L05,809,266
L,617,833,571Devei rnent Partners

5,1.92,377,272 5,656,918,123

PageZ5 of29
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118 Medical commoditv fund

This consists of medical inventories / funds from various sources to procure medical
commodities. The fund is made up of the following;

Inventories
GF Medical fund
Unrrtilized medical receipts

2012

Kshs
5,'192,377,272

27,610,267

4,511.,5q4,948

2017

Kshs
5,,656,918,i23

4,010,241,533

9,73L,587,887 9,667,759,656

11 C World Bank Project

This consists r-rf funds from Wold bank for operations and purchase of medical commodities.

The fund is made up of the foliowing.
20'1.2 201L

HSSP 5,804,724 10,030,850

EAPHL 1.4,472,360 286,083

Totals 20,277,084 10,376,933

I

I

I
I

i

I

l

l

J

l

l

I

l

I

,l

,l

,I

12. Trade and Receivables

Staff-Travel Imprest / Advances

Prepayments & Deposits

Receivables

Insurance Receivable

181,,864 90,354

16,677,171 19,567,47-L

129,71,0,955 15,771.,281

104,853

2012
Kshs

2011

Kshs

146,5 69,930 35,533,959

201,2

Kshs
37,554,069

2011

Kshs
31,,554,069

Page26 of29
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Ketnsa

1,4, Deferred Income

A) USAID - N{aterial Handling
This is as a resu-lt of grants in form of Property, PIant and equipment received from
USAID :.r:.2009/2010 amounting to k;;h.24,403,097, with a useftrl life of 10 (ten) years. An
amount of Ksh.2,440,309 is accounted for as income every year and the balance is deferred
until the total value is exhausted over a period of ten (10) years

2009170

24,403,091.

20r0t77
2'1,962,782

201v72
19,522,473

Recognised
2,M0,309

Deferred
"17,082,763

Totals 24,403,097 2'1,962,782 19,522,473 2,M0,309 17,082,1.63

E)USAID - Iv{e-tallic Racking
This is as a result of grants in form of Property, Plant and equipment received from USAID in
2010/2017 amounting to ksh.31,394,968 with a useful life of 10 (ten) years. An amount of Ksh.3,139,497

is accortnted fcr as income every year and the balance is de{erred until the total value is exhausted over
a period of te:r (10) years

2O1O/77 201V72 Recognised Deferred
31,394,968 28,255,471. 3,139,497 25,715,974

Totals 31,394,968 28,255,47'1 3,739,497 25,775,974

C) Millenium Challenge Accoumt (MCA)

a)The follouring is as a result of grants in form of EKP Software fromMCA, now capitalized

follozaing the completion of the project
2008/09 2OO9l70 2010fiL l{ecognised

193,052,t100 721,,43'J.,820 1-03,421,275 53,0M,489

193,052,0t10 72],431,820 '1,03,421.,215 53,044,48-c)

b)ln addition, the following Proye4y, plant I equipmcnts uere purchased from MCA account

2 Coldrooms 9,259,479

Irut.rllation of wireless LAN 2,453,226

Lt.772.705

201,0fl1 Recognised Deferred
TOTAL MCA 50,376,726 64,757,194 38,6@,027
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D) Procurement unnlv Chain lvlanasement Conso rtirrm {P.SCMC)

The following is as a result of KEMSA taLing over assets of the Procurement & Supply Chain

Management Consortium (PSCMC)

2070fi1 2010t12 Recognised

4,0M,722 2,997,661, 932,800

Totals 4,0M,122 2,991,667 932,800 2,058,867

Deferred
2,058,861

I

,l

E) ISI Motor Vehicles
The following is as a result of JSI handing over two Trucks to KEMSA

2070177 207y12
3,960,000 2,970,000

Recognised
990,000

Deferred
1,980,000

Totals 3,960,000 2,970,000 990,000 1,980,000

GRAND TOTAL 92,403,626 7,502,606 84,907,079

'l

J

I

15. Trade and Other Pavables

Transporters & other payables

2012

Kshs
89,772,446

39,887,274

70,977,838

36L,229,820
21.,366,198

201.1

Kshs
107,192,382

28,454
263,212,974

7,023,816
,l

Fees pal,able to GF partners
Supplier Funds Retained

Staff Payables
Drug Payabies
Accruals for the period

523,233,575 377,457,625

I

,l
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1,6. S

17.

ant Accounti cles

I

(a) Inventories

The agency has shiftecl from a policy of disclosing inventories acquired on behalf of

GOKind other partners in form of a note to actual recognition of the sarne in the

balance sheet. This is to improve on the disclosure since the Agency receives funds for

acquisition, warehousing and distribution of medical commodities and accounts for

those funds to GOK and other partners. The corresponding liability has been

recognised as a medical commodity fund.

(b) Deferred Medical ReceiPts

ln the previous years funds received frorn the goverrunent but not utilized at the close

of the year havebeen recognised as deferred medical receipts. In order to correctly

clisclose the nature of these funds, the same has been re-classified to medical

cornmodiry fund. The l>alance on the N{edical conrmodity fund includes both un-

utilized receipts and the stocks held on behalf of the government.

Post Balance Sheet Event

After the balance sheet date, a fire broke out on the night of 19ft January 2013 and

destroyed the holding warehouse at Embakasi. Inventory of an estimated value of Kshs

1.2 billion was destrq,ed. I'he inventory was insured. The Agency has lodged a claim

lvith the insurance and compensation is expected within the current financiai year.,I

'l

,I

J
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