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1. Key Entity Information and Management 
I

(a) Background Information
Kenya Medical supplies Authority (KEMSA) was established as a State Corporationunder the Kenya ]vledical supplies Authority Act of 25ft Janua ry 2013,as a successorto the Kenya Medica-l supplies Agency established under the state Corporations Act.The Act gave KEMsA greater autonomy to run its affairs with clearly definedfunctions' The Act also ensured the Authority's functiorLs were in tandem with thefunctions of devolved governments established under Article 126 ofthe Constifutionand Section 67 of the Health Act,2017.

The Heaith Laws (Amendment) Act, no. 5 of 2019 amended the 2013 actto provide forcollaboration befween KEMsA and county governments. The Hea-rth Laws(Amendment) Act further provides that nafional and county health facitities wouldrefer to KEMSA for their health products and technoiogies. Thjs is in support of thebroad health sector objectives of improving the health and access to proper healthcareof Kenyan people' KEMSA supply chain activities encompass a range of functions,including forecasting and quantification. The Act further provides a frameworkthrough which KEMSA can collaborate ar,d work with the national referral hospitaisand the counfy goverrunents by being the national strategic stock reserve andprescribes essential health pack.

KEMSA's main supply chain centre is in Nairobi. In addition, the author ity has 2regional distribution centres (Mombasa and Kisumu) and 5 regionai warehouses(Kakamega, Eldore! Nakuru, Nyerl and Meru) across the country to enhanceflexibility and quick response to customers, demand.

(b) Principal Activities

The Authority's Core Mandate as defined in the Act is to;

Procure' warehouse arld distribute drugs and medical suppties for prescribedpublic hea-lth prografiunes, the national strategic stock reserve, prescribed
essential health packages and national referral horpitulr;
Establish a nefwork of storage, packaging and disfribution facilities for theprovision of drugs and medicar supplies to hearth institutions;
Enter into partnership with or establish frameworks with county Governments for
Purposes of providing services in procurement, warehousing, distribution ofdrugs and medical supplies;
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Collect information and provid.e regular reports to the national and county

goverrunents on the status and cost-effectiveness of procurement, the distribution

hnd value of prescribed essential medical supplies delivered to health facilities,

stock status and on any other aspects of supply system status and perfolmance

which may be required by stakeholders;

support county goverrunents to establish and maintain appropriate supply chain

systems for drugs and medical supplies'

,,A world class proztiiler of heatth supply chain solutions that sarte and transfotm

liztes".

,,To proztiile re,liable, afforilable anil quality healthproducts, technologies, and supply

chain solutions fot imprcttedhealth cure"'

7. Einancial Stewarilship: Stl]engfhened financial and risk management'

2. Customet Focus: Efhciently meet Customer needs for enhanced customer

satisfaction.

3. lnternqlBusiness Processes anil Systems; Improved internal systems through digital

solutions.

4. Strategic Parfuwships; selection and cooperation with strategic partrers for

attainment of mutually beneficial goals'

5. Leailer.ship anil Gooernance:Dynamic and efficient leadership, governance and

management.

5. lnnoaation anil technology:lntelhgent deployment of technologies that will play an

important role in making the healthcare supply chain more effective and efficient.

(.) Key Management

The Authority's day-to-day management is under the following key organs:

Board of Directors

The Chief Executive Officer

Management

I
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(d) Fiduciary Management

The key management personnel who held office during the financ ial 

',ear
ended 30ft June 2022 and,who had direct fiduciary responsibility were;

(e) Fiduciary Oversight Arrangements

The Board of Directors of the Authority comprises of the Chairperson who is
appointed by the President, the CEo is appointed by the Board of Directors in
concurrence with the Cabinet Secretary of Health, the Principal Secretary of the
Ministry for Health or her representative, the Principal Secretary to the National
Treasury or his representative, a person recruited by the Council of Governors and
appointed by the Cabinet Secretary for Health, three members who are not public
officers with diverse medical supply chain management experience appointed by the
Cabinet Secretary-Ministry of Health.

,

1 Chief Executive Officer MwangionahDr I Manjari

2.
Ag. Chief
Operations

Officer/DirectorExecutive Mr. Edward Njoroge

.f.
Ag. Chief Executive Officerf Head, KEMSA-
USAiD MCP Program

Mr. John Kabuchi

4 Chief Executive Officer Terry Kiunge Ramadhani
5. Director' Legal WanyonyiMI
6 Ag. Legal Officer Ms. Kanyi
7 Director- Procurement Mr. Charles Juma Ezekiel
8 Ag. Director- Procurement Mr. Edward Buluma
9 Ag. Director- Procurement Dr. Silas Njeru
10. Director, Commercial Services Mr. Eliud Mureithi
1'1. Ag. Director, Commercial services Dr. Simon Wahome
1.2. -USAIDKEMSAHead, ProMCP gram I\lr. Douglas Onyancha
13. KEMSA-Head,Ag. MCPUSAID Program Dr. Evans Imbuki
74. Internal Audit Marrager Ms. Teresa Mute
15 Director Finance & Strategy Iv[r. Waiganjo Karanja
1,6. Director Human Resource & Administration Ms.Ebia Mohamed

17
Head of Finance Ms. Caroline Wanjfuu

Ogongr
18. Ag. Head of Finance Mr. James Macharia

IV
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A11 non-executive directors are independent of management of the Authorify' The

Board has varied and extensive skiils in the areas of medical supply chain

muhagement and business management'

The Board. meets quarterly and has a formal schedule of matters reserved to it and

which are attend"J to as per the board work plan. Board PaPers are circulated well

in advance of the Board meetings by the secretary to the board. The key function of

the Board is to guide and control the performance and management of the affairs of

the AuthoritY.

This inciudes the duty to ensure that the functions of KEMSA are carried out in an

efficient, transparent and ethical manner and that no particular person or body is

- given undue preference or subjected to any undue disadvantage. The Board considers

and advises the Cabinet Secretary for Health on the development and maintenance of

Medical supply Chain policy framework and the objectives of KEMSA' It considers

and approves genelal performance targets, both strategic and business' and the

arurual budgets of the AuthoritY.

The Board has appointed four (4) standing Committees to which it has delegated

certain responsibilities with the chairpersons of the Committees reporting to the full

board. Operations of each committee are d.efined in terms of reference approved by

the board. The composition of the standing Committees during the year is as set out

below.

CompositionCompositionComposition
Directors and the
CEO

Directors and the
Internal Audit

Directors and the

CEO
Directors and the CEO

Main FunctionMain FunctionMairi FunctionMain Function
Oversee QA & control
systems,
warehousing &
distribution of
medicines, customer
services, co-ordinate
updates of EMMS list,
commodities
procurement systems

Consideration of
matters relating to
audit queries,
audit management
letters and quality
assurance of
systems and

Processes/
including revlew

Consideration of
human resources and
administration
matters that require to
be considered bY the
Board including
recruitment,
promotions, disciPline
and welfare of staff.

Review and monitoring
KEMSA financial Position,
accounts, financial

statements and statutory
reports,
Consideration of audit
matters arising out of
KEMSA's financial Position
and statements' examine the

of

Fiuance, StratcgY &
I )cvelopnr etrt Cotn nr i ttce

Ilunran Ilcsources
Clrttntittce

Audit ancl Itisl<
Corrrtnittce

Strpply Cliain
Cot:utrittec

v
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recommended sfrucfural
developments including ICT
installations and make
appropriate
recommendations

management.
of risk

of meetings per
annum
Frequency Frequency of.

meetings per annum
Frequency
meetings
annum

of
per

Frequency of
meetings per annum

y or on need basisQuarterl Quarterly or on need
basis

Quarterly or on
need basis

Quarterly or on need
basis

erson

(Current chair)
NyagaLinton Kinyua (Rtd) Lawrence

Wahome (Current
chair)

Capt

Nyarango (FM
exited in March ,

Dr Robert

Members Members Members MembersM*y Atieno Awino

Terry Kiunge Ramadhani
(FM)

Josphat Mbuva
(FM)

Robert
Nyarango(FM)
Dr. Tom Menge (FM)
Mury Atieno
Terry Kiunge
Ramadhani (FM)

Dr,

Dr.

M*y
Awino
Capt.
Lawrence
Wahome

(Rtd)

Atieno Dr. Josphat Mbuva
(FM)

Linton Nyaga Kinyua
Dr. Tom Menge (FM)

compliance to the
law, ICT poqcy,
accuracy of stock

Capt. (Rtd) Lawrence
Wahome (Curreni
chair)

NOTE

1. CM -Current Member
2. FM- Former Member

t--/
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(f) .Headquarters

13 Commercial Street' Industrial Atea,

P.O. Box 47715 - 00100,

NAIROBI
(g) Contacts

Telephone: +254203922000

' Email: info@kemsa.co.ke

Website www.kemsa.co.ke

(h) Bankers

1.. National Bank of KenYa

Harambee Avenue
P. O. Box 72866 - 00200

NAIROBI, KENYA

3. Kenya Commercial Balk
Industrial Area
P. O. Box 18031 - 00500

NAIROBI, KENYA

5. Equity Bank Ltd
Westlands Supreme Centre

P. O. Box 75104- 00200

NAIROBI, KENYA

(i) Independent Auditors

Auditor General

Office of the Auditor Genera-I

Anniversary Towers, University Way

P.O. Box 30084 - 00100

NAIROBI, KENYA

2, NCBA
Mara Road, UPPer Hill
P. O. Box 4J:599 - 00100

NAIROBI, KENYA

4. Co-operative Bank of KenYa

Enterprise Road
P. O. Box 17928 - 00500

NAIROBI, KENYA

f) Principal Legal Advisers

The Attorneir General

State law offrce, Harambee Avenue

P.O. Box 40112 - 00200

NAIROBI, KENYA
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2. The Board of Directors

The Directors who served the Authority during the year were as follows;

Mary Chao
Mwadime

Rtd. Captain
Lawrence M.

Wahome

DOB:28/09/1956
N o n-Exe cutia e D ir e ctor
Chairperson - Board of Directors
Effective 30th April 2021

Professio4y'Academic eualtfications: phD-Business Leadership ongoing,
MBA, BCOM-Business Administration / Marketing

Work Experience: Senior acquisition & assistance specialist - Consultant with
XLA, senior acquisition & assistance specialist - usAlD/Liberia Missiory
senior acquisition & assistance specialist - usAID/East Africa, Nairol
Mission, Chief supplies office - Kenyatta National Hospital, project Manager
- Kenya Railways Corporation, chief supplies officer - Kenya Railways
Corporation among other ranks

DOB:2U07/7968
N on-Executia e Director
Chair of Supply Chain Board Committee
Effective 30th April 2021

Professiony'Academic eualifications: (Masters, public proc. & sustainable
Devp., MBA-Total euality Managemen! post Graduate Cert-Logistics &
international Transporf LlM-pubric procurement Law & po1iry Devlp, BB
Logistic & supply chain Managemen! Dip-purchasing & supply (clps), DIp-
Aeronautical Navigation).

work Experience: Head of suppry chain unit -uN \ArFp Rwanda Counrr
office, Kiguti, Head of procurement unit - uN IArFp syria Arab Republic
Country office, Damascus, Head of procurement - uN I rFp Afghanistan
Country office, Kabul, Head of Logistics unit - Mazar-e-shariff Area office,
Northern region, uNWFp, Afghanistan. Head of Logistics Unit - uN \ rFp,
Burundi Country Office, Bujumbur4 Head of Logistics Unit _ El Fasher Area
office, Northern Darfur regiory uN\ rEp sudan Country office, Head of
Logistics unit -Herat Area office, western region, uNWFp Afghanistan
Country office, Mission Logistician - MSF-HolIand, Kandahar office,
Afghanistan, Mission Flight operations - uN wFp, Lokichogio. Flight
Navigator/oC Air Movements - Kenya Air Force (Moi Airbase)

vI11
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Terry Kiunge

Ramadhani

Linton Nyaga

Kinyua

DOB: L6/0YL980

N on-Executio e D ire ctor

Chair of Human Res ources B o atd C ommittee

30th April 2027 - 18th March 2022

ProfessiodAcademic Qualifications: Professional Human Resources Society

of Tanzania, Professional Membership & working towards Charter status,

Certified Prince 2 Practitioner, LlB-ongohg, MBA-HRM, CWD, Bachelor of

Education.

work Erperience: Director, Human Resources and Academic supporf

Director, Human Resources and Global otganizattonal Change Lead {or

Electronic Health Records (EHR) - Agu Khan University, Senior Director,

Presiden/s Delivery Unit - Government of Kenya, Regional Leader, Human

Resources, EA, Aga Khan university, Head, Human Resources and Acting

Company Secretary Opportunity International, Human Resources

Coordinator Liverpool City Council Giadstone House Secure Chiidren Home,

Liverpool, Youth Programme Officer Liverpool City Council Gladstone House

Secure Children Home, LiverPool

DOB:24flYle62

N o n-Exe cutia e D ir e ctor

Effective 30th April 2021

professiodAcademic Qualifications: Member (CPS(K), Member CPA(K),

MBA, BBA-Accounting, Dip. Business Management

Work Experience: Financial Controller - DHL Global Internafional, Nairobi,

Group Finance Director - ocean Freight (E.A.) Limited, Mombasa, Director

Finance, Personnel and Administration - ocean Freight (E.A.) Limited

1X
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Reema Doshi-Lewis

Dr. Nancy Njeru

DOB: a4/07/L979

Non-ExecutizteDirector ^ (

Effective 18ftMarch202}

Professiory'Academic eualifications: ClM-Marketing, Chartered rnstitute of
Marketing (CII'I), Level 6, BSC Telecommunications & IT, Diploma in
Professional Marketing.

work Experience: Marketing Exper! - SNDBX I The village Experts, Founder
& cEo - Ardy Marketing, Business Development Manager - MBM Afric4
Manager - Refinery Grooming, Marketing Manager - Kingsway Tyres Ltd,
Marketing Executive - Prime outdoor Networ,k, and Customer service
Multichoice (Kenya) Ltd

DOB: M/07/1979

N on-Executia e Director

Prof essiony'Academic eualifi cations: MHSII, B pharm

work Experience: Ministry of Heaitlu Kenya Head - Division of Health
Products and rechnologies, Division of Health Care financing, Heaith
Economis! Kenya Healthcare Financing officer, Deparknent of Health sector
Coordination & Intergovernmental Affairs, and Head, Free Maternity
Reimbursement Program, National euarig Contror Lab (NecL), Acting
Director, National AIDS and sri Control program (NASCop), program
Pharmacis! Fread, wet Chemistry & Instrumentation units eualiT Control
Analysf (NQCL), Quaiity Contuo1 Analyst

DOB 30/0e/1e74

N on-Executia e D ir e ct o r
Chair of Auitit Board Committee

Effective 30th April 2O2t - lSth March 2022

Professiory'Academic Qualifications: Member-Association for Healthcare
Quality, Certified Processional in Healthcare euality & safety by the
Healthcare Quality Certification Commissioo MSC-ClinicaI pharmacy, MBA_
strategic Management, Post Graduate Dip.-Health system Management.

work E4perience: Chief Executive ofhcer, Director of outpatient services,
Director of Quality and safety, Chief pharmacist /pharmacy operations
Manager, Clinical Pharmacist - Getrude,s Children,s Hospital

Dr. Robert Nyarango

x
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Mary Atieno Awino

DOB 2v74L964

Non-ExecutiaeDirector - Att. to PS, The National Treasury

Professiory'Academic Qualifications: MBA, BCOM' Dip-Supply Chain

Management. Part III

Work Experience: Currently Deputy director, supply chain

managemmt/public procurement departonenL National Treasury. Deputy

head of procurement unit Ministry of Health (Feb 2004 to Nov 2008) Deputy

head of procurement unit Ministry of health (2003-2004). Head of procurement

National AssemblY (1992-199 6)

x1
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3. Management Team

Dr. ]onah Manjari
Chief Executive Officer
(up to 13th May 2022)
MBA, M. Med, MBChB

Dr. Jarred Nyakiba
Ag. Director
Operations
MPharm, BPharm
Effective 1Oth Feb
2022

Dr. Eyans Imbuki
Ag. Head Medical
Commodity Program
BPharm
Effective lOth Feb
2022

John Kabuchi
Ag. Chief Executive
Officer
IVIBA, BA
28th December 2021 -
27th May 2022

Dr. Silas Njeru
Ag. Procurement
Director
Effective 1Oft Feb
2022

Dr. Simon Wahome
Ag. Commercial
Director
Effective 10th Feb 2022
MPharm, BPharm

Terry Kiunge
Ramadhani
Chief Executive
Officer
MBA -HRM, BEd.
Effective 19th May
2022

Edward Njoroge
Director-Operations /
Ag. Chief Executive
Officer 14th August
2020 to 28th December
2021

xll
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CPA James Macharia
Ag. Finance Manager
Effective l0hFeb2022
MBA, BBM, CPAK

Ililary Tiony
Ag. ICT Manager
Effective i0th Feb

2022
MDY, MSS, Security
+, BCFE,CFCE,CEH

Fred Wanyonyi
Director-Legal
Services
LLB, DIP. Law

Silvia Kanyi
Ag. Legal Officer
Effective l0thFeb2022
MBA, LLB, Dip. Law

Tecla Chepchumba Lel
MSc Procurement, BBM,
KISM
Ag. Warehouse Manager
Effective l}h Feb 2022

Vainora Kerubo
Ag.HR Manager
Effective 1Oth Feb

2022

CPA Geoffrey
Mochache
Principal Auditor
MCom, BCom, CPAK,
CPSP, CQA

Is*t-
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Charles Juma
Procurement Director
MBA, BA

Douglas Onyancha
Head Medical
Commodity Program
BSc. Electrical Eng.

Ebla Mohamed
Director Human
Resources and
Administration
MBA, BA

Dr. George
Walukana
B.Pharm

\

Eliud Murithi
Director Commercial
Services
MBA, BA

Waiganjo Karanja
Director Finance &
Strategy
MBA, BA Econ.,
CPAK

Fredrick Wanyonyi
Director Legal
Services
LLB

Edward Buluma
Ag. Procurement
Director
BA, Dip. Purchasing &
Supplies

\ ?'
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Teresa Mute Internal
Audit and fusk
Manager
MBA, B.Ed, ACCA

Ms. Caroline Ogongi
(cPA)
Finance Manager
MBA, BCOM, CPAK
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4. Chairperson/s Statement

over the years, KEMSA's capacity to meet its mandate has been significantly eroded by
several systemic challenges, including poor corporate governernce, Iack of accountability
and foggy visibility of the supply chain. In the last Financial year, the reform agenda at
KEMSA has therefore centred on addressing challenges in the national supply chain,
specifically by establishing end-to-end visibility of Health products and Technologies
(HPTs), strengthening accountability and reporting at all levels of the supply chain. The
Kenya Medical supplies Authority (KEMSA) Board is immensely proud of the reform and
transformative pace maintained in the lastFinancial Year. The reform journey was initiated
to restore KEMSA on the path of optimum organisational performance.

The Kenya Medical Supplies Authority, as the lead goverrmrent supply chain agent for
IIPTs, is strucfured and resourced to act as a corunercial agency,cornplete with a balance
sheet' In this role, KEMSA provides quality HPTs supply chain solutions to more than
11,500 last-mile locations and aspires to be the supply chain partrer of choice for the public
health system.

Commitment

Conscious of the challenges facing KEMSA and responding to stakeholder calls, the
Government appointed the Board. I currenfly lead as the chairperson at the start of the last
Financial Year. This Board, established througt a Gaz:ette Notice on Apri1 2g,2O21.,has
maintained a united front in its commitonent to transformational leadership at KEMSA. As
the public institution mandated to ensure last-rn-ile delivery of Health products and
Technologies countryvrride, we continue to carry a life and death obligation to power the
national health engine. We therefore take our operational responsibility with uhost
seriousness and we urueservedly commit to delivering to the satisfaction of our
stakeholders, because, we are here to serve!

The KEMSA statutory mandate places upon us a patriotic mission to be our compatriotst
keeper' We are mission conscious and well-equipped to deliver quality services to facilitate

xvI
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positive health outcomes. Undoubtedly, our success this far would not have been possible

witirout the support of the dedicated KEMSA Management and Staff teams. Our new

journey to success recognises the Authority's position as a service and results-oriented

public, not for profit commercial agency. As with any other commercial agency, we are

called upon to maintain high customer experience standards while profitably rururing the

business with the highest management and ethical standards possible. Our stakeholders

expect nothing less than an Authority that contributes to the national efforts toward

creating a more equitable, healthier and prosperous country.

Business Performance highlights

Underpinned by the KEMSA 2.0 ref.orrrstrategy- the KEMSA reform journey has focused

on the business turnaround pillar with considerable success. The business reform strategies

executed in the last Financial Year returned positive results with several growth areas

notwithstanding the global COVID-19 pandemic challenges that continue to affect supply

chain agencies. We have, therefore, actively focused on building resilience for KEMSA to

improve its service delivery capacity. As facility ordering capacities continue to grow, we

have also continued to grow with our order fill rates and order turnaround times (TAT)

rapidly improving.

hr the last Financial Year (FY2021.-2022), our bottom line revenues registered a98% drop to

close at Kshs g9.6 Million, down from Kshs3.68 billion posted in the previous financial

year 2020-202'l..We athibute this decline to Sale of COVID-19- Medical commodities at a

loss. The downslide is also attributable to reduced supply chain fees due to exit of USAID

Medical Commodity Prograrnrrre. The Authority anticipate to grow its revenue by entering

to new strategic parto:rershiP

Corporate Governance

The Board of Directors and the management of the Authority shall endeavour to see to it

that the Authority continues to execute its mandate, particularly in playing its role towards

improving healthcare in Kenya, in light of the National Governmentrs central pillar of

xv11
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Universal Health Coverage. We will continue to count on the invaluable support from the
Ministry of Health, National Treasurp strategic partners and all our stakeholders.

As a KEMSA Board we will always strive ensure high level of effectiveness of and
compliance with the key principles of corporate governance such as transparenry and
disclosure, accourtablllty,risk managemen! internal controls, ethical leadership and good
corporate citizenship

Outlook

The Board maintains a positive outlook on the Authority's growth prospects with the

reform agenda now at more than 85% implementation and the recent appointment of a
substantive Chief Executive Officer. This positive outlook will be underpinned by a

disciphned focus on the transformation strategy execution. The Board has committed to
ensuring a100% completion rate for all the priority areas of reform identified in the KRIC
report and the strict adoption of the KEMSA 2.0 stategy. The KEMS A 2.0 strategy will
focus on building momentum for organisational productiviy; to guarantee efficient last-

mile delivery of health commodities countr;rrdde. The new strategy has been formulated
to position the Authority as the supply chain solutions provider of choice for the local
health system. The KEMSA 2.0 stuategy is founded on three pillars focusing on driving
operational excellence, enhancing customer experience and repositioning the organisation.

KEMSA will continue to work closely with the development partrers and forge strong
partrerships to share knowledge and optimise capacity to build a better and more efficient
supply chain in Kenya and beyond.

Mary Chao Mwadime

Chairperson - Board of Directors

xvlll
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5. Report of the Chief Executive Officer

The Kenya Medical supplies Authority (KEMSA) celebrates the hard work put in by all the

organisational stakeholders towards steadying the ship' A11 our stakeholders have

continued to provide much-needed supportfor the transformation and reform agenda' The

execution of the reform agenda under the KEMS A 2'O strategy is geared at addressing

systemic challenges in the national supply chain by establishing end-to-end visibility of

health products and strengthening accountability and reporting at all levels of the supply

chain.

The reform process initiated by the Government through the Ministry of Health (MoH)

kicked off in earnest in the last financial year and now counts several milestones already

achieved. Functionally, KEMSA is a strategic national security institution charged with the

wholesale Proculement of Health Products and Technologies (HPTs)' warehousing'

quality assurance and last mile distribution of health commodities. without a functional

KEMSA, the national health system engine can be greatTy compromised to the detriment

of our national security and development plans. The reform agenda, therefore' aims to

position KEMSA as a world-class health corrmrodity supply chain solutions provider of

choice to save and transform ]ives.

HPTs availabilitY

To ensure that KEMSA effectively plays its roie in the local health system, the Management

and Staff teams are corurritted to establishing a robust product selection, quantification,

procurement, distribution and use of lnformation Technology systems' We are working

closely with the Ministry of Health and other stakeholders to guarantee optimum

availability of FIpTs at all public health facilities as the national UHC scale-up Progresses'

To this end, we are working to ensure the availability of all tracer items and other

commodities on the Kenya Essential Medicines List and other MoH FIPTs lists' KEMSA

has already partnered with the cor:nty governments to enhance the supply of HPTs

through a comprehensive, coordinated and coherent approach' We have stepped up the
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delivery of regular capacity-building progranunes on commodity and data management.
to help the counties strengthen their inventory management at the facility level and
improve on-demand predictabrlrty to avert stock outs.

The stock availability for KEMsA sales of HPTs improved marginaily during the year from
63% to 680/o from the previous yeal, owing to various reform initiatives..In the Financial
Year 202'L-22, the average order FiIt Rate stood ats}o/o andTTohfor EMMS and prograrnme
orders againsta target of 90oh and100o/o,respectively. The annual order Turnaround Time
(oTT) previous year stood at17-7 days and'has since improved to 12.6 days against the
target o{ 7 days. The average oTT for Primary Health Facilities was 2s.2 days and has
reduced to 19.8 days against the target of 10 days.

In the Financial Yeat, the Authority significantJy enhanced the long-running efforts to
improve operating efficiencies by integrating Information Technology systems. KEMSA is
banking on ICT systerns to build operational resiiience arrd ensure operating efficiency
rates are maintained at high scores. our procurement function has also been greatly
expanded and aligned with the Big Four Agenda to provide opportunities for a diverse
supplier base, including local manufacturers and. preference and reservations such as
women, youth, people living with disabilities and other disadvantaged groups under
Access to Goverrmrent procurement opportunities (AGpo).

Emergency Supply Chain

In the broader building back better national sfrategy, we have continued to build the
Authority's resilience and capacity to act as an emergency response plafform. The
Authority has completed an internal process to align its operating procedures to provide
adequate support for public health emergencies. The alignrnen! including updates to the
KEMSA Emergency Finance and Procurementpolicies, will allow the Author ity tosupport
the national public health emergency response mechanisms.

a
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Several public agencies have been und.ertaking policy align:rrents based on learnings from

' 
the COVID-19 pandemic response in 2020 atd,2021,. As part of the learnings, the Ministry

of Health set up the Public Health Emergency operation Centre (PHEOC) to provide an

effective, well-coordinated and efficient system fol response to the pandemic and any other

public health emelgency that may emerge in the future using the Kenya Public Health

Emergency supply Chain Framework. The Kenya Public Health Emergency supply Chain

Framework offers a structured approach to deploying medical countermeasures during-a

public health emergency (PHE).

In the questto eliminate parallel supply chain systems for HIV commodities, KEMSA was

awarded a five-year contract, effective october 1.,2015.The KEMSA Medical Commodities

program (MCp) contract, which lapsed in the last financiaTyeat, is a cost-plus-award-fee

completion type of contract for procuring warehousing and distributing US Government

funded health commodities. As previously designed, the KEMSA MCP activities are

integrated with the broader Authority's operations and structures and leverages on the

existing KEMSA infrastructure to enhance effectiveness and efficiency. The Government

through MOH, the KEMSA Board, and Management have a1l remained actively involved

in the ongoing efforts to win back the trust of all donors including USAID as we seek the

ri:newal of the usAID/ KEMSA Medidal Commodities Pf Ograin.

Financial Performance

The Authority,s total income for the Fy 2021-2}22was Kshs89.6 million against a target of Kshs

3.35 billion, representirrg u 97o/o performance below the target. Total expenditure amounted

toKshs 3.08 billionrepresentinga 702oh absorption of the approved Kshs 3'03 billion

expenditure budget.The Authority realised a deficit of Kshs 2.99 billion,whereas Capital

Expenditure was Kshs 455 million. The main capital expenditure cost relates to the project cost of

the ongoing construction of the National Commodity Storage Centre/National Supply Chain

Centre. Within the period under review, the Authority received Kshs 100 million as a recurrent

grant and Kshs 333 Million for development grant from the national Government'
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Strategic partnerships

Besides the existing commercial relationships with all county governments and other
Public Health FaciJities, KEMSA collaborated with the following strategic partrers during
the Financial Year i.e. World Bank, The Global Fund, United Nations International
Children's Emergency Fund (UNICEF), AMREF Hea1th Africa, CDIC Kenyo Clinton
Health Access Irritiative (CHAI); UNFPA, Bilt & Melinda Gates For.mdation (BMGF) and
the KAIZEN Institute Association of suppty Chain Management (ASCM)

KEMSA reforms

Recent global deveiopments, iflcluding the covlD-19 managemen! have highlighted the
need for efficient and effective supply chain systems for health commodities. The ongoing
strengthening of governElnce and institutional reforms will enhance the efficiency and
transparency of KEMSA. A significant highlight of the reforms is the near completion of
the KEMSA National Supply Chain Centre, which is setting the pace for institutional
reforms' This centre, covering more than 12,000 square metres of storage space, now allows
the Authority to consolidate and centralise all national supply chain operations. This centre
has been purpose-built for inward and outward logistical management and provides
robust quality assuranc.e, cold chain solutions, and administrative functions, allowing for
end-to-end visibility. The facitity has seen 741% tncrease in the Authority,s holding
capacity from 9,176 Pallet sPaces to 22,131. This significant volume increase will enable
KEMSA to provide buffer stock for emergency responses. The development of the National
Supply Chain Centre has been funded to a tune of Kshs 1.73 Billion by the Government of
Kenya and the Global Fund. It witl receive and dispatch more than 7,g72 stock keeping
unjts with a throughput value of close to Kshs 27 billion. By operating from the National
Supply Chain Centre, the Authority will make annual savings amounting to more than
Kshs 240 million as it has been working from 16 leased warehousing facilities.
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Donations management

The Auth ority, together with the Ministry of HealtlL and the Department of Health

Products Technologies, is working on developing a donations portal to ease compliance

and operationalisation of requirements of donations. As part of the Board and Management

teams focus on fostering consultative engagements, we are reaching out to the Corrncil of

Governors to establish a liaison partrership that allows us to engage through established

frameworks effectivelY

Overcoming challenges

The Authority continued. to wade through some operational challenges as reforms

progressed. With increasing sales, debt management remained an uphill task for the

Authority, necessitating concerted credit management interventions. The credit

managementinterventions are beginning to provide positive returns as we seek to mitigate

the liquidity risks.

The management teams are also actively engaging the county governments' national

referral hospitals, among other public sector clients, to facilitate supply chain management

capacity building. Such capacity building involves advocacy for adopting inforrrration

tei:hnology systems that a1low ieal-time end:to-end visibitity at the I(EMSA and health

facility levels.

AtKEMSA, we have aligned allour business processes and fully automated them through

the Authority's Enterprise Resource Plarming (ERP), Logistics Management Information

System (LMIS) and the KEMSA e-mobile serrrice thatfacilitate on-time stocks fulfilmentto

public health facilities countrywide. The award winning KEMSA Proof of Delivery (e-

POD) App has enhanced efficiency and effectiveness in the delivery of Health Products

and Technologies to the lastmile. Systems integrationwith our clients helps manage erratic

ordering/skewed. demand for certain products by the county governments' Such

integration also allow s for efhcient route optimisation at the logistics management leve1

with robust order scheduling
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continued financial and teclnical support I also thank the Board under Chairperson Mary
Mwadime for their Poticy direction and guidance and all KEMSA stafffor their dedication
to delivering against our mand.ate.
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) 6. Corporate Governance Statement

Board MembershiP and Attendance

To effectively discharge its mandate, the Board has established four (4) committees with

specific terms of reference. The Board appoints into these committees, members with the

requisite skil1s and competence to discharge anocated responsibilities. The committees

rejort to the Board ,oy ,.tior,s taken for ratification and any major developments that they

become aware of. The Board receives a report of the committee's findings and actions'

These Committees include; the Financ e,Sfrategy & DevelopmentCommittee' Audit &Risk

Committee, supply Chain Corrmrittee and the Human Resource Committee'

During the Financial year z0z'r.-2o2z,there were a total number of twenty-two (22) Full

Board Meetings, nine (9) Finance strategy and Development Committee meetings'

seventeen (L7) Human Resources Committee meetings, three (3) Audit and Risk

Committee meetings and seven (7) Supply Chain Committee meetings

Table 1: Board Membership and Attendance for the Current Directors for the w 202L'

2022

220Chair (from 30th Aprtl
2021

Appointed bY the

PresidentMs. Mary Mwadime

1618MemberRepresenting PS, The

NationalMs. Mary Awino

1.9
Member
(exited on 20th August
2021.

Representing, MOHDr. Josphat Mbuva

1215Member exited on 24fi
2022Representing, MOHDr. Tom Menge

00MemberMOHDr. N
2018MemberIndependentMr. Linton KinYua

1527MemberIndependentCapt. (Rtd.) Lawrence

Wahome
J6

tedex1 18thon
lli/.arch2022tLrdeppndenDr. Robert NYarargo
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I
KiungeTerry

Ramadhani Independent Member (exited on 5th
March2022 10 6

Reema Doshi Lewis Member 0 0

Mr. Isaac Odek
Representative
Inspectorate of

of
State

ations
Member 6 4

Succession PIan

The Authorities' board members may be appointed for a cumulative term not exceeding
six (6) years' These appointments are staggered so that the respective expiry dates of the
members' terms falf at different time to ensure continuity.

Board Charter

The Authority has a Board Charter in place which sets out the principles, functions and
responsibilities of the Board in a way that supports the members in carrying out their
strategic oversight function. The Charter compliments and does not replace or supersede
any statutory laws and regulations that govern the Authority.

Board Appointment and Removal of Directors

The Authori$z's Board of Directors comprises the Chairperson who is appointed by the
President, three independent board members who are not public officers with diverse skills
and experience in management or in the health sector who are appointed by the Cabinet
Secretarp two who are representatives of the Principal Secretary of the Ministry of Health
and The National Treasury, and one recruited by the Council of Governors and appointed
by the Cabinet Secretary for Health

The appointunent of aboard' member ceases if the member resigns by giving notice, is
absent for three consecufive meetings, is convicted of an offence, is incapa citated by
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physical or mental illness or conducts himself in a manner deemed by the appointing

Authority to be inconsistent with membership of the Board-

Roles and functions of the Board

The Chairperson acts as the link between the Board and the Chief Executive Officer and

plays a lead role in consensus buitding between the board members, the Chief Executive

Officer and senior management The Board has delegated the authority for day-to-day

management to the Chief Executive Officer. It however retains the overall responsibility

for decisions with regard to finances and operations of the Authority. In this regard the

main roles are;

a. Strategic management

b. Corporate governance

c. Key persorurel management

d. Financialmanagement

Induction and Training

The Board provides new board members with an effective induction Programme in order

to familiarize them with their responsibilities as directors, general principles of corporate

governuu:rce and Board practices. The induction prograrnme also provide the board

members with an orientation of the Authority's strategic plans, financial status and

policies, risk management, compliance prograrnmes and the Code of Conduct and Ethics.

Under tlie year of review, 7 new board members were taken through the induction

programme.

Board and Member Performance

The Board undergoes an annual evaiuation conducted by the State Corporations Advisory

Comnrittee to appraise its performance. The board evaluation provides un oppott r,ity

for board members to identify strengths, collective skill gaps and individual areas of
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improvement. For the year under review the board evaluation will be conducted within
the fust quarter of financial year 22/ 29.

Conflict of Interest

The board members are required to disclose real or potential conflict of interest to the Board

at every meeting at the start of all meetings and are excluded from voting on such areas.

We confirm that there was no business transaction that was transacted by the Board in
which any of the board members had disclosed a personal interest in conflict with those of
the Authority

Board Remuneration

Board members are remunerated for their sewices in accordance with the prevailing
relevant legislative provisions and,/ or guidance from the relevant authority. Lr line with
bestpractice, board members are entitled to a sitting allowance for every meeting attended,

lunch a-llowance, accomnodation allowance and mileage reimbursement where
applicable. Lr additioru the Chairperson is paid a monttrly honorarium.

Ethics and Conduct

To govern its dealings with stakeholders, the Au,thority has developed a Code of Conduct
and Ethics which the Board, Management and the employees subscribe to in addition to
the Principles of Public Service, the provisions of the Public Officers Ethics Act, 2003 and

all other statutory regulations issued from time to time.

Governance Audit

In order to ensure that the Authority conforms to the highest staadards of good

governance/ governance audits are undertaken amualTy at the Authority in accordance

with guidelines developed and issued by the State Corporations Advisory Corrmrittee. For

the year under review, a governance Audit will be conducted within the first quarter of the

FY 22/23. The Audit will cover; Leadership and strategic management, tuansparency and

disclosure, compliance with laws and regulations, cornrnunicafion with stakeholders,
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boald independmce and. goverurnce, board, systems and procedures, consistent

shareholder and stakeholder value enhancement,'corporate social responsibility and

inveetment

I
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7. statement of Performance against predetermined objectives for FY
2021,/2022

KEMSA has 6 strategic pillars and objectives within its Strategic plan for the Fy 201 g / 2020-
2023/2024. These strategic pillars Eue as follows:

Pillar L: Financial Stewardship: To ensure a robust financial framework for concrete
financial base.

Pillar 2: Customer Focus: To increase Marketshare from z0% to 90%.

PiIIar 3: Internal Business Processes and System: To have robustphysical facilities, internal
business Processes, systems and infrastrucfural upgrades that support business growth.
Pillar 4: Strategic Partrerships: To develop and strengthen strategic alliances and
partnerships for improved health supply chain systems.

Pillar 5: Leadership and Governance: To develop a dlmamic, transparent and accountable
governance strucfure

Pillar 6: Irurovation and Technology: To develop and maintain highly effective, reliable and
secure ICT solutions that enhance user experience in healthcare Service Delivery.

KEMSA develops its armua-l work plans based on the above 6 pillars. Assessment of the
Board's performance against its arurual work plan is done on a quarterly basis.

xxx
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8. Management Discussion and Analysis

The Financial year 202L/2022 has seen the Kenya Medical Supplies Authority make

remarkable strides with regard to ensuring continued execution of its mandate as

outlined in the KEMSA Act of 2013. The Authority's performance for Financial year

under review was however the lowest performance, occasioned by several systemic

factors hence the Authority is currently implementing priority reforms that guarantees

an end to end accountability.

FINANCIAL HIGHLIGHTS

The Authotity's performance in FY 2021/22was a deficit of Ksh. 2.99 Billion against a
budgeted surplus of Ksh.3.22Million.

FINANCIAL PERFOMANCE HIGH TIGHTS

3,050 3,694

92

_20L5/2fJ5 . _ _ 2076/2017 2OL7J.2OLE. 2078/.207s ZO7942O2O

r{-Totallncome <-TotalExpenditure -.jmggrplu5

The factors that have caused the Authorithy's negative perfromance are;

* Negative Sales Margin from sale of COVID-19 commodities of Ksh. 1".264Billion

n Expired stock of Covid-19 commodities of Ksh.90g Million

t' Reduced Supply Chain Fees of Ksh 805.7 Million due to exit of USAID and slow
operations for other development parturers.

* Lost Sales on KEMSA Capital due to low Order Fill Rate; Estimated Lost Sales is
Ksh 5.192 Billion, hence possible lost net revenue of Ksh. L.038 BiIIion

3,674

xxxlv



Kenya Medical Supplies AuthoritY
Annual Report and Financial Statements
For the ended June30,2022

Revenue

The Authoity'srevenue for the period ended 3gttr Jurre 2022was made up of Net sales,

Supply chain fees, Bank Interest, Grants from MOH for Personal emoluments and other

rrriscellaneous incomes.

KEMSA's total revenue reduced from Ksh.3.684 Billion in FY 2020/21, to Ksh.

Sg.s9Million in FY 202L/22 as a result of negative sales margins of Ksh.1-35lMillion

athibutable to loss in sale of Covid-19 commodities, closure of the USAID/KEMSA

Medical commodities program and slow operations for other development partners.

Expenditur

The overall expenditure for the period was KBh. 3.083Billion. This was a 6% decrease

compared to Ksh.B.282Billion realszed, in the FY 2O2O/2L hence a saving of Ksh.

L98.6Million. when compared againstthe budgetthe expenditure was slightly above

by budget 2o/o of Ksh.3.027 Billion.

Employee expenses decreased by 3%from Ksh. L.264Bil7ion to Ksh l.22Billion due

to staff retirement and non-renewal of expired staff contracts.

Rental expenses decreased by 600/o from Ksh 2lTMillion to Ksh S6Million. This was

as a result of exits from leased warehouses at Surrflag Properties Limited and Astra-

Kikora Limited.

Business Operations

In the Fy ZO2l"-2022 KEMSA managed to procure health products and technologies

(HpTs) worth Kshs. 2g.Og7 Billion out of which Kshs. 7.946Bi[lion being procurement

of KEMSA Sales items and Kshs. 2'1.15"1 Billion being procurement of program items.

The Authority has managed to distribute FIPTs as shown in table 8 below:

Table 1: HPTs distribution per financial year 2o\8/2019-2020-2021-22

Financial
Year

KEMSA Sales CommoditY
Value

Programs
Commodity

Value

Totals
Commodity
Value - (kes)

2018-t9 4,729,597,711 23,421.,155,915 28,150,753,626

2019-20 11.,956,113,932 25,69'J.,698,383 37,647,812,315

2020-21 8,245,609,962 2i444,688,359 29,690,298,321

2021.-22 20,335,659,587 6,636,627,027 26,972,286,6'1"4
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The order filI rate in the FY 2078/79,2079/20,2020/27 and 202L/22 stood, at 8Z%, 69%,
54% and 50 % respectively against a target of 90% , while that of Programs stood at is% ,
90%, 94%, and 77% respectively against a target of 98%.In addition to the above KEMSA
managed to fuHil EMMS orders and program orders as shown in table 5.

Table 2: EMMS Orders and program Orders

Category of Order fill rate FY 2018-

2019

w 2019-

2020

w 2020-

2021.

w 2021,-

2022
Order fiII rate for KEMSA EMMS 83% 69% s4% 50%
Targetfor KEMSA EMMS

Order fill rate for Programs EMMS
(HIV, TB, FP, Malaria)

90% 90%
.90%

90%

9s% 90% 94% rary o/

Target for Programs EMMS (HIV,
TB, FP, Maiaria)

98% 98% 98% 98%

The order turnaround for Hospitals in the FY 2078/19,2019/20,2020/21 and 2021/22
stood at 9-7 days, 72.3 days, 12.6 days and 147 respectively against a target of 7 days,
while that of Primary Health Facilities (PlIFs) stoocl at'14.6 d.ays,1Z.S days,1g.1 days and
19.8 Days respectivety against a target of 10 days during the same period. The
performance for the year was below that target due varous factor which includes;

i. single orders do not form truck loads leacling to 1onger Rack days
ii. Uncertainty due to ongoing reforms.
iii. unable to have 100% visibiliry of GlT-depends on 3pL system.
iv. Bad terrain in Hard to reach areas/regions.
v. Insecurity.
vi. Picking from Different Warehouses affecting route integration for direct

dispatches

vii' Uncoordinatecl flow of orders into KEMSA for both Counties & programs.

National Commodity Storage Centre

The National Commodity Storage and Distribution Centre aims at strengthening and
optimizing the warehousing and distribution of medicines and other health products to
health facilities- The completion rate of the project is currenfly at 92% equipping and
ongoing operationalization in order to meet the scheduled completion date of December
2022. The HigtLlights of what has been achieved so far include completion of the
construction of the warehouse consisting of a storage warehouse, operation warehouse,
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mezzanine offices, cold rooms and power center. Additionally, structural works and

finiShes have been completed, only awaiting smoke vents and operattonafizatton items'

The Flammab1e Goods Storage (FGS) is complete awaiting connection to fuefighting pipe

works to underground water tank and smoke vents installation. The civil/external works

for installation of joint sealant and concrete road works are ongoing'

The Centre will enhance effective and efficienthandling of medical supplies countrywide

thus improving access to essential medicines regularly as well as shorter supply turn-

around times guaranteed to the public health facilities, safety and quality of commodities'

Savings will also be realized on warehouse leasing costs hence value for money in total

cost and also reduction on prices of pharmaceuticals and medical supplies'

Compliance

- The Authority has continued to prudently managq the financial resources and application

of the sErme in providing services to the people of Kenya in strict compliance with

Constitution of Kenya Z010,the Public Finance Management Act and related regulations

as well as Treasury Circulars issued from time to time'

In compliance with the Public Finance and Management Act, the Authority did the

following:

i. Submission of Quarterty Financial Statements to the national Treasury by

the 15th day of the next following quarter

ii. Submission of the Performance contracting Evaluation Reports to the

National Treasury, inspectorate of State Corporation and the Ministry of

Health within by the 15th day of the next following quarter

iii. KEMSA Submitted its budget to National Treasury through the Ministry of

Health bY 31* of JanuarY 2021"

iv. Submission of Annua] Procurement Ptan by 15ftAugust202\'

v. Compliance with other circulars from National treasury issued in FY

202L/2022

Enterprise Risk Management In KEMSA

The Board is responsible for maintaining sound risk malagement and internal control

systems and determining the nature and extent of the risks that the Authority is willing

to take to achieve its strategic objectives. Through tl-re support of the BARC, the Board
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carries out a regular review of the effectiveness of its risk management framework and
internal control systems, covering all material controls including fin ancial, operatiohal
and compliance controls.

In order to maintain a robust risk management framework, the Authority has established
Enterprise Risk Management in order to ensure that there is an alignment of sfrategy,
capital, process, people, technology and knowted.ge in the evaluation and. management
of business opportunities, uncertainties and threats in a structured and disciplined
manner.

The Authority developed a risk management policy and strate W tohelp in systematic
and disciplined approach in identifying, assessing, prioritizin g,tueating,monitoring and
reporting of risks at the Authority when making strategic arrd operational decisions.

The Authority's top risks are;

TOP RISKS
Risk

Index

Risk Descripfion Risk

LeveI

Mitigation Risk Owner

Implement activity-based budget Ag.FM
CR1 to implementStrategicA failure

plan

High

Lnplement change management. Ag.HR

corporate governanceGood CEO

Enhance stakeholder' s rnanagement Ag. DCS

Enhance Corporate commurrication PRCM

CR2 A loss of business with County

Govemment

High

strategies f or improvingInplement

performance

CEO

Good corporate governance CEO

Enhance stakeholder' s management Ag. DCS

Enhance Corporate commurrication PRCM

CR3 Loss of key parhrers High

shategies for improvingImplement

performarce

CEO
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Implement Cyber

surveillance tools

security

Implement ICT Information secluity

policy

ICTMImplement new technolo gies

HighCyber risks, data maaagement

and system risks and ICT

inadequacies

CR4

Develop and implement financial

plalning policies

Review credit control measures

Lnplement budget and control

policies

Ag. FM

Comply with PEM act and other

regulations

CEO

High

Good corporate governance

Liquidity and cashflow

challenges to meetmandate and

objectives

CR5

Robust Market survey system Ag. PD

Use competitive methods of

procurement

Medium

FIigh

CR6 Non-competitive HPTs Prices

CEOHigh Implement Business ContinuitY

Management

Disruptions

operatioru

of KEMSASCR7

PRCMMedia training

Ag. FMImplement

performance

targets-based

Ag. HRhnplement corruption Prevention

measnres

PRCMLnprove in irrformation flow

Ag. HR

High

Develop and implemmt staff

motivation programs

Negative public percePtion on

KEMSAs brand

CR8

Ag. FIRTraining and sensitization

Ag.FM

High

Develop financial planning policies

CR9 Non- compliance with Lega7,

regulatory and other global

standard requirements

Ag.FMLnplement activity-based budget

Ag. HRImplement change management

CRlO Operational Inefficiencies in

Procurement, Warehousing and

Distribution Processes and

support functions

High

Reengineering

Process

xxxlx
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CR11 Inadequate EHS (Environmen!

Hea1th and Safety) and security

on staff and customers of the

authority

Creating awareness on emergency SO

IesPonse

procedures

and evacuation

Medium

High

Information and Communication Technology -

The Authority has embraced technology for operational efficiency and effectiveness in
the achievement of its mandate. Information Communication and Technology (ICT) has
been core in driving KEMSA's business processes. During the year under review, the
development of electronic signature in the Logistics Management Information System
(LMIS) revolufionized the process of Purchase Orders (LPO) approval and signing.
Purchase orders are currently approved and signed electronicaly on tablets.

On the Enterprise Resource Plarming (ERP) system, development has continued
throughout the year with the fotlowing being some of the key enhancements. The asset
management module was uPgraded with key focus on improving the disposal and
refuement of assets in a timely and effective manner. The system was also enhanced to
support e-signed LPOs with respect to automated budget checks and reservation to
hasten the LPO signing and approval process.

The LMIS system was also enhanced with order tracking and ticketing module. This
development has provided visibility of order progress informatio., t-o Counties. In
addition, the electronic proof of delivery (e-POD) mobile application was rolled out to
both Internal and third-party transporters. These initiativei and developments have
eased access to information to Counties, health facilities and the Authority.

ImplementOSH Ag.HR

Prioritize budgets SO

Implement Mwongozo code of

corporate governance

BOARDCR12 Weak governance artd

leadership st-uctures in the

Authority

Medium

High

Implement succession management Ag. HR

Develop and implement financiai

plarming policies

Implement HR instruments

Develop training plan

CR13 Inadequate Human resources

capacity

High

Adhere to HR manual and

policy

Ag. HR
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The Warehouse ManagementSystem (WMS) was enhanced to supporte-signfor delivery

notqs. The systeo, *-ur also developed to facilitate dispatch by Sub-county. These

developments have helped in reducing the ordet turn-around times (OTI)'

The Authority implemented a Wid.e area network (WAN) *d a Local area network

(LAN) in KEMSA Mombasa RDC connecting Mombasa with Embakasi Supply Chain

ienter. This will enable visibility of stocks between the two warehouses and improve

order processing.

In addition, the Authority implemented a call center and complaint handling system to

enhance customer rrrppoit. This is a complimentary solution trving customers, suppliers

and other stake holders a reliable window to raise and'track issues. Finally, KEMSA

implemented the time and attendance module (biometric system) at Corurtercial Street,

Embakasi supply chai! Centre, Kisumu, Mombasa and Eldoret.

9. Environmental and Sustainability Reporting

Kenya Medical Supplies Authority (KEMSA) exists to transform lives. This is our

pupose; the driving force behind everything we do. It's what guides us to deliver our

sfrategy,putting the customerf Ciltzenfirst, delivering relevant goods and services, and

improving operational excellence. Below is an outline of the orgarizatton's policies and

activities that promote sustainability.

i) Sustainability strategy and profile

Kenya Medical Supplies Authority continuously pursues its Strategic Plarr as a roadmap

for sustainability and success. The Authority ensures effective institutionalization a]rd

operationaltzar1on during sfratery implementation. The Authority strategic plan 2019-

2024is embedded on the following six pillars: Financial stewardshrp, Customer focus,

lrternal business processes and systems, Strategic partnerships, Leadership and

governance,Innovation and technology. To ensure sustainability, there is a performance

management framework that covers alt staff in all levels, it enables staff to appreciate

their individual linkage and contributions to the implementation of the Strategic Plan and

the attainment KEMSA objectives.

Ind.eed, Sustainable Development Goals No. 3 reads; Ensure healthy lives and promote

weltbeing for all at all ages thereby thrusting the prominence o{ cTfizeds health to the
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forefront of responsibility for all goveftrments. As the government Authority mandated

to procure, warehouse and distribute Health Product and Technologies (HpTs) to pdblic
health facilities at both levels of government, the Authority has always been in a unique
position to deliver this constitutional promise to the people of Kenya even as Kenya

strives to meets its obligations to the globat

ii) Environmental Performance

KEMSA has devoted itself to not only protect but also add value to the environment for
the benefit of current and fufure generations.

Tlie Authority dispos ed,87.Mtonnes of medical waste in the Financial year 2021/ 2022.

The torurage has remained the same over the last two Financial years.

The Authority has ensured that the disposal process of medicai waste is handled in
compliance with the Public Procurement and Asset Disposal Act, Health Care Waste

Management Regulations of the Pharmacy and Poisons Act (Regulations 2022),

Environmental Management and Coordination Act and related policy and institutional
guidelines.

The Authority has taken deliberate efforts to ensure the destruction of expired
pharmaceuticals are not released into the environment to cause damage to the

envirormrent and ecosystem.

The Authority also improved on water conservafion which is evidenced by the reduction
of costs from Ksh 898,798 in the Financial Year 2020/2021 to Kshs 651,,7g6 in the Fy
2021,/ 2o22.This was as result of digging a bore hole and putting up a water treatrnent

plant to make water fittor its desired end-use and save on the costs incurred purchasing

from vendors at inflated prices.

The Authority reported a significant drop in the cost of electricity to Kshs. 12.6 MiIIion
in the FY 2021/2022 from the previous Kshs 15.7 Million. The savings were achieved

from the termination of leases in Sunllag and Garissa Depots. Plans are underway to set
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up a solar farm tharfts to the architectural roofing design of the new ultra-modern

Natibnal supply Chain Centre in Embakasi. The solar farm will produce enough energ'y

to power up the two mega go downs.

In an effort to lessen negative impact to the environment occasioned by heavy reliance

on use of paper,the Authority is scaling up digitisation in most of its business Processes'

The expenditure on paper dropped to Kshs 2,113,560 in the FY 2021./2022 compared to

the previous year which recorded Kshs 3180,000. This improvement is credited to the

KEMSA Reforms agenda.

iii)Employee welfare

KEMSA has a policy document that provides standard procedures and guidelines for

filling established vacant positions. These procedures are strictly followed in order to

maximize chances of recruiting the best person-nel with the prerequisite experience,

professional qualifications, skills and competencies required by the Authority to fulfil its

mandate.

a) Recruitment, Selection and Deployment

. KEMSA is an equal opportunity employer and is committed to athacting,

recruiting and retaining skilled employees to drive and fuIfil the organization's

strategy and objectives. The Authority will always seek to recruitthe most suitable

Kenyan with qualifications, knowledge, skills arrd experience relevant to each job.

o KEMSA will promote equal opportunities to all in employment. There shall be no

discrimination based on gender ,race, religion, colout, ethn-icity, disability, marital

status or culture. KEMSA shatl also adhere to the Government policy on the one-

third gender requirements.

. The Authority values its human capital and focuses on providing an enabling

envirorurrent and maintaining a work force that is equipped with required

knowledge, skills and competencies to enable the Authority achieve its mandate

and develop its worKorce
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Over the years, the Authority has continuously retained a skilled team with depths

of experience and ability to execute on our core mand.ate and objectives.'We

continue to atkact develop and retain the right talent while inculcating a

performance-based culture.

a

b) Health and Safefy

o KEMSA is committed to using sound and responsible practices to safeguard the

health, safety and welfare of its employees, contractors, customers and any other

person affected by its operations. Occupational Hea1th and Safety issues shall be

addressed in systematic, proactive and explicit manner to ensure that they are an

integral part of day to day business of the organization.

. This will be done through total commitnent and participation from all levels of
employees. The effective of OHS management system shall be regularly reviewed

in Iight of legislative and organtzattonal changes.

' During the year, we continued conductingwellness programs covering staff, their

i:rrmediate fa:rLilies and the neighbouring communities.

c) Gender Analysis

o The Authority staff establishmentis aligned with the organizaLtonal requirements.

As at 30th June 2022, the Authority had a total workforce of 754 comprising 38%
' Fema-le &.62o/oMale.

d) Capacity Building

In order to equip our people with the relevant skills and competencies, the Authority
implemented its Annual Training PIan during the FY. The approach adopted including

offering employees training programs that will help them upskill their professionalism

and enhance their performance. Out of a total target of 2A0 prograrns, we were able to

execute 68, the Programs were greafly affected by disruptions of KEMSAs operations.
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't

Performance Appraisal

{he Authority implemented its performance management and review program that

entailed review of performance for employees based on a bi-annual and an annual

appraisal framework. The framework incorporates setting targets, reviewing and

evaluating based on the Strategic Plan, Performance Contracting and other

operational requiremmts.

e) Employee Wellness

. The Authority continued offering staff medical iinsurance cover to employees and

their families. The medical insurance package consists of in-patienf outpatient,

maternity dental and optical cover. This is meant to enhance employee health and

wellness, which in turn boosts employee morale, hence increased productivity.

. Other welLress programs included offering psychosocial supportto staff. KEMSA

managed to bring on board a counsellor to offer psychosocial support services and

other EAPs to staff., as at 30th J:ur:rc 2022,213 members of staff had received the

services both in group and one on one basis. This was aimed at improving staff

mental wellness.

f) COVID-L9 Measures

o In a bid. to prevent the spread of the COVID-19 pandemic, the Authority initiated

the f ollowing activities

o Testing of staff for COVID-L9

o Vaccination of staff against COVID-19

o Provision of face masks to staff

o Provision of sanitizers

o Ensuring that there is adequate water and soap for washing hands

o Disirrfecting of work Places.

g) Diversrty and InclusivitY

o The Authority ascribes to the. Government requirements on diversrty *d

inclusivity in all its programs and activities. The Authority has set up the following
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Committees to address issues of diversity and inclusivity: Gender Mainstueaming

Committee, National Cohesion and Values Committee ald Disability
Mainstreaming Committee.

h) Ethics and Integrity

' Thq Authority is committed to enhancing ethics and integrity ir, its operations.

This enhances the protection of KEMSA's assets and prevents fraud. The following
initiatives have been put in place: Appointnent of Lrtegrity Assurance Officers,

Training and sensitizalton of employees on integrity and Filling and submission

of Wealth Declaration Forms for new/exiting employees and once every two years

by all employees

0 Employee Relations

"o The Authority ensured that cordial employee relations were maintained during
the year under review. The following initiatives were implemented to enhance

employee relations: Resolution of employee grievances as received &
Appointrnent and operationatzation of a Disciplioury Comrrrittee.

HEALTH & SAFETY POLICY STATEMENT

KEMSA is committed to using sound and responsible practices to safeguard the healtlu
s#ety and welfare of its employees, contractors, customers and any other person affected

by its operatiorLs.

Occupational Health and Safety issues shall be addressed in systematic, proactive and

explicit manner to ensure that they are an integral part of day to day business of the

organization.

To fulfil this commitmentKEMsA undertakes to:

international regulations and code of practice governing occupational health and

safety;
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' that are designed to take account of health and safety and are held accountable for

results on safety performance by setting yearly key performance indicatorsi

supervision and other resources as necessary to enable safe performance of work

in accordance with company policY;

) Facilitate the necessary forums where employees can raise issues of health and

safety through the established Health and Safety Corrmrittees;

continuously seeking to improve the performance of health and safety systems in

place;

issues;

F Ensure that persons in workplace take responsibility for aspects of OH&S over

which they have control and provide a forum for continuous identification of

workplace hazards;

disabled staff, pregnant and nursing womerL and ensure they perform work

appropriate to their physical capactty and those that pose no health hazards;

guidelines and procedures on site;

within its business.

This will be done through total commitment and participation from all levels of

employees

The effective of OH&S management system shall be regularly reviewed in light of

le gislative and, or gantzational change s.
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Over the yeats, the Authority has continuously retained a skilled team with depths of
experience and ability to execute on our core mandate and objectives. We continud to

athact develop and retain the right talent while inculcating a performance-based culture.

Continuous improvement is the cornerstone of our high-performance culture, which
drives us to learn, change and improve. During the year, we continued conducting

well:ress Programs covering staff, their immediate families and the neighbouring

communities.

The Authority values its human capital and focuses on providing an enabling

environment and maintaining a work force that is equipped with required knowledge,

skills and competencies to enable the Authority achieve its mandate and develop its
workforce.

iv) Market place practices
a) Responsible competition practice

KEMSA believes in fair competition in procurement and tendering. Procurement at
KEMSA is conducted stuictly in adherence to the Public Procurement and Disposal Acf
2015- KEMSA has aligned to the Treasury's Lrtegrated Financial Management

Information System (IFMIS) portal further enhaacing procurement in an open and

transparent marmer that encourages open competition and open to public exarrLination

and review. This Process enables KEMSA to obtain high quality goods and services at

reasonable cost.

KEMSA has continuously done market assessment on pricing to ensure that prices of
essential commodities remain considerably low. We have also been increasing our
product range with an aim of availing more commodities for specialized categories e.g.

Oncology, Urology, Laboratory, Theatre and Orthopedics. KEMSA greatly values her

customers by providing quality and affordable health products and technologies geared

towards sustainability of a long and mutually beneficial relationship. We focus on low
cost and best value of the products and services we provide to our customers.
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KEMSA is free from political interference as it is governed by an Act of parliament and

other relevant legislation. Governance at KEMSA is overseen by an independent Board

of Directors. At KEMSA we recognize that adherence to the principles of competition

while dealing with our customers is essential to the maintenance of the integrity of the

Authority. KEMSA seeks to achieve responsible cornmercial success and compete on a

level playing ground, we are committed to promoting fal competition and healthy

marketplaces. We operate in compliance with the applicable competition laws in the

country. KEMSA prides itself as a market leader and being a government agency is

committed to making health products and technologies #fordable by offertng the best

prices in the market whilst enhancing customer experience.

b) Responsible supply chain and supplier relations

KEMSA has put in place long term framework contracts currently two years for supply

of Health Products and Technologies (Health Products and Technologies). Managing of

relationship with suppliers is key in ensuring that contract terms are met by both parties.

IGMSA has implemented an automated supplier perform.rnce measurement tool that

helps track performance of each supplier against ouflined key performance indicators

(KPIs). The I(PIs aim at measuring delivery timeliness, quarrtaty, quality and cost.

Suppliers who perform well are etigibte to be awarded future contracts at KEMSA.

Punitive measure also applies to suppliers whose performance is below the required

threshotd. Such measures include and not limjted to Contract termination, Liquidation

of Performance Securrty *d debarment in line with the plocurement law.

KEMSA has adopted the practice of holding supplier conferences at least twice a year.

During these conferences, all suppliers who have running contracts with KEMSA are

invited for an open discussion, highlight supply challenges and discuss ways to improve

supplier performance. Furthermore, regular meetings are held with suppliers

experiencing supply challenges and a way forward is agreed upon. KEMSA has a

dedicated contract management unit whose main mandate is to continuously track

performance of each supplier against the contractual terms. Continuous communication
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through letters, e-mails and even telephone conversation provide a plafform where there

is continuous update and feedback from the supplier on the status of their contrhct.

Timely and effective internal processing of relevant documents such as purchase orders

which is electronic, inspection and acceptance letters and contracts agreements have a

significant impact on supplier performance. This facilitates delivery of products, timely

bank financing where necessary.

c) Responsible marketing and advertisement

As part of the marketing and advertising of IGMSA's Health Products and Technologies,

we always consider the intended recipients and those exposed to the messages and

ensure that our marketing cornmunications do not include harmful, illegal, immoraf

irresponsible or misleading content. We ensure that the content comrnunicated to

consumers are apPropriate and carry with them a1l the sensitivity required. We
'endeavour to maintain ethical marketing practices by focusing on provision of products

that are responsive to customer needs. We build and maintain customer relationships

with honesty, integrity and loyalty while abiding by the law. One of the most important

points to note is the KEMSA ensures that the independence of heaith professionals is

maintained at all times while marketing and advertising. We do this by not giving any

gift or benefit in kind that would influence the prescription patterns of healthcare

professionals. Our marketing Staff ensure that any interactions with healthcare

professionals is focused on informing health professionals about products, providing

scientific and educational information and supporting medical research and education.

Such interactions always endeavour to benefit the patients and to enhance the practice of

medicine. \Alhen advertising arrd promotion we encourage the appropriate use of

pharmaceutical products with no exaggeration. We also seek approvaJs for the

advertisement materials from PPB whenever we need the HPTs advertised. We DON,T

advertise prescription-only medicines to the general public.
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d) Product stewardshiP

product stewardship for KEMSA means that our products satisfy the highest quality

standards and are safe for the consumers. KEMSA endeavours to maintain product

stewardship tluough rigorous screening of our supplier stakeholders while targeting on

minimizing the healttu safety, environmental, and social impacts of the products and

promotion of our customer's righb to basic needs, saf.ety, in{ormation, rePresentatior;

consumer education and a healthy environment All products undergo extensive quality

assur6rnce along the entire value chain including post distribution surveillance in the

interestof productsafety.W" strictly adhere to local and international standards, product

specifications and legal requirements. We are corrurritted to strict adherence to our

systems and procedures as explicated in our Quality ManagementSystem-

The KEMSA Laboratory is now highiy regarded both nationally and internationally for

its technical competence to test quality of medical products before they are released to

the public. KEMSA also works with National Quality Control Laboratory, Kenya Bureau

of Standards (KEBS) and other regulatory bodies to ensure patients safety. Mbre

importantly, KEMSA ensures that only those products that are authorized to be in the

market by Pharmacy and Poisons Board are procured. Recently theAuthority expanded

its laboratory to ensure that latest equipmentis in place to assure quality of commodities

before distribution to various health facilities.

v) Corporate Social Responsib ility/ Communify Engagements

Lr realizing KEMSA's Strategic Objective No. 4; to develop and strengthen strategic

atliances and partrerships for improved health supply chain systems, in FY 2021,/2022

the Authority allocated Kshs. 2,000,000 towards Corporate Social Responsibility. The

funds were used to complete three initiatives which were kicked off in the previous

Financial Year as envisaged in KEMSA's Corporate Social ResponsibiHty (CSR) policy

2O1g - 2024. Ow approved Annual CSR Work Programme for the year was however

greafly affected by the negative publicity generated by irregular Covid-19 Health
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Products and Technology Procurement. Below is a tabulation of the activities carried out
in the reporting period. c

IGh

495,000/ -

Ksh

949,750/-

1 Msambuseni

County

Referral

HospitaL

(Phase 2)

KEMSA and

KwaIe

County

Govemment

It is the largest hospital in Kwale

county.

Categorized as a level five facility

Serves a population of more than

23,307 people.

Scope of Work

Fitting additional racks, installation of
two air conditioners (24000 BpU) to

create a cool environment and co-

branding.

Msambweni

KwaIe

County

January

2022

2. Mtutapa

Health

Centre

Pharmaceut

ical Store

Renoaation

KEMSA and

KiIifi County

is categorized as a health center

Serves a catchment area with a

population of about 63,000 people.

Plans are underway to upgrade it to a

Sub County Hospital.

Scope of Work

Installation of air conditioners

Shelving

Painting and co-branding

Replacement of iron sheets

Paving the slab

Electrical works

It Mtrarapa

Health

Centre

JarLuary

2022

J Nyonjoro

Health

Centre,

Nakuru

KEMSA and

Nakuru

County

Government

strategically iocated a stone tfuow

away from the area earmarked for

setting up an airport.

The only public health facrlity within a

radius of 12 kilometers.

it is Nyonjoro,

Nakuru

County

]anuary

2022

Kshs

500,000/-
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Serves a population of more than

10,000 people.

Scope of Work

Setting up a laboratorY.

Built working tops, shelves, partitiory

sinks, fridge, wash bottles, PSA Strips.

Gluco Strips, Training Rack, H.B

Cuvettes, Blood Grouping A,B,D,

Drying Rack, FlPylori AG StriPs, Hrs

Swabs, Grandset Violet 500 Ml,Rotator,

Vaccutainer edta, Vaccutainer redtops,

urinalysis strips, Pregnancy test strips,

stool containers, microscoPe slides,

Rheumatoid factor, Brucekceka lait,

trolley, timer, dryer, acetol among

others item.

Painting and co-branding

Msambweni Pharmaceutical Store, Kwale

Before After

Total cost for Phase L and 2 Kshs 992,000
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Mtusapa Health Centre pharmaceutical store Renoztation
Before After

Total cost of Phase 1 and 2 uas Ksh 1,449,250/-

Nyonioro Health Centre, Nakuru

Before

Total cost for Phase 1 and 2 Ksh 1,000,000/-.

a

B For

. Visibility and improved reputation of the Authority
o Enhanced service delivery

. Make the world a better place

. Make KEMSA a public sector role model

Building relationships with key stakeholders
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1.0. Repoft of the Directors

Thedirectors submit this report together with the financial statements for the year ended

June 30, Zozz,which show the state of Kenya Medical Supplies Authority's affairs.

i) PrincipalActivities

The authoif' s principal activities are;

a) To procure, warehouse and distribute drugs and medical supplies for the

prescribed public health programs, the national strategic reserve stock reserve,

prescribed essential health packages and national referral hospitals. t

b) To establish a network of storage, packaging and distribution facilities for the

provision of drugs and medical supplies to health institutions.

c) To enter into partnership with or establish frameworks with county Governments

for purposes of providing services in procuremen! warehousing, distribution of

drugs and medical suPPlies.

d) Collect information and provide regular reports to the national and county

governments on the status and cost effectiveness of procurement, the distribution

and. value of prescribed essential medical supplies d.elivered. to health facilities,

Stock status and on any other aspect of supply system and performance thatmay

be required by stakeholders'

e) Support county govemments to establish and maintain appropriate supply chain

systems for drugs and medical supplies.

ii) Result

The results Kenya Medical Supplies Authority for the year ended June gO,2022are set

out on pages L-11,6.
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iii) Directors

The members of the Board of Directors who served during the year are shown on pages
viii - xi' During the year Two Directors resigned and Two Were appointed with effect
from 18ft March2022

iv) Surplus remission

In accordance with Regulation 21g (2) of the Public Financial Management (National
Government) Regulations, regulatory entities shall remit into Consolidated Fund, ninety
per centum of its surplus funds reported in the audited financial statements afLer the end
of each financial year.

The Keny a Medical Suppties Authority Maile a deficit of Ksh 2,ggL,7z:s,4gt during the year
(Ey 2020/202L Surplus of Ksh.40L,701,539). The balance of funds of the Authority at the
end of theFinancialYear, as statedinKEMSA Act2013, shallberetaineilfor the purposes

fot zahich the Authoity roas establisheil, hence no remission made to the Consolidateil
Eund.

Auditors

The Auditor-General is responsible for the statutory audit of the Kenya Medical Supplies
Authority (KEMSA) in accordance with Article 229 olthe Constitution of Kenya and the
Public Audit Act 2015 to carry out the audit of the Kenya Medical Supplies Authority
(KEMSA) for the year f period ended June ZO, 2022.

By Order of the Board

Fredrick Wanyonyi

Corporate Secretary/Secretary to the Board
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L1. Statement of Directors' Responsibilities

Section 81 of the Pub1ic Finance Management Act, 2012 and, Kenya Medical Supplies

Authority Act of 25th January 2013 section 17 reqrulr.es the Directors to prepare financial

statements in respect of the Kenya Medical Supplies Authority (KEMSA), which glve a

true and fair view of the state of affairs of the Authority at the end of the financial year

and the operating results of the Kenya Medical Supplies Authority (KEMSA) for that

year. The Directors are also required to ensur€ that KEMSA keeps proper accounting

records which disclose with reasonable acflracy of the financial position of the Kenya

Medical Supplies Authority (KEMSA). The Directors are also responsible for

safeguarding the assets of the Authority.

The Directors are responsible for the preparation and presentation of Kenya Medical

Supplies Authority (KEMSA)'s financial statements, which give a true and fair view of the

state of affairs of the Kenya Medical Supplies Authority (KEMSA) as at the end of the

financial year ended June, 2022. This responsibility includes: The Dirbctors are

responsible for the preparation and presentation of the Kenya Medic{I Supplies

Authority (KEMSA)'s financial statements, which give a true and fair view of the state of

affairs of the Entity for and as at the end of the financial year (period) ended on June 30,

2022. This responsibilify includes: (i) Maintaining adequate financial management

arrangements and ensuring that these continue to be effective throughout the reporting

period; (ii) Maintaining proper accounting records, which disclose with reasonable

accruacy at any time the financial position of the Kenya Medical Supplies Authority

(KEMSA); (iii) Designing, implementing and maintaining intemal controls relevant to

the preparation and fair presentation of the financial statements, and ensuring that they

are free from material misstatements, whether due to error or fraud; (iv) Safeguarding

the assets of the Kenya Medical Supplies Authority (KEMSA); (v) Selecting and applying

appropriate accounting policies; and ("i) Making accounting estimates that are

reasonable in the circumstances
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The Directors accept responsibiJity f.or the Kenya Medical Suppties Authority (KEMSA)

financial statements, which have been prepared using appropriate accounting policies

supported by reasonable and prudent judgements and estimates, in conformify with
International Public Sector Accounting Standards (IIISAS), and in the marmer required by

the Public Finance Management Act and the State Corporations Act. The Directors Ne of

the opinion that the financial statements give a true and fair view of the state of Kenya

Medical Supplies Authority (KEMSA)'s transactions during the financial year ended June

30,2021, and of the financial position as at that date.

The Directors further confirm the completeness of the accounting records maintained by

Kenya Medical Supplies Authority (KEMSA) which have been relied upon in the

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

financial control.

Nothing has come to the attention of the Directors to indicate thatKenya Medical Supplies

Authority (KEMSA) will not remain a going concern for at least the next twelve months

from the date of this statement.

Approval of the financial statements

The Kenya Medical Su Iies Authority (KEMSA)'s financial statements were approved

by the Board on aq o 2022 and signed on its behalf by:

M"ry Chao Mwadime Terry Kiunge Ramadhani

Chairperson of the Board Accounting Officer
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR.GENERAL

E n ha nc ing Accoun tab i liry,

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-ootoo

NAIROBI

REPORT OF THE AUDITOR-GENERAL ON KENYA MEDICAL SUPPLIES
AUTHORITY FOR THE YEAR ENDED 30 JUNE, 2022

PREANTBLE

I draw your attention to the contents of my report which is in three parts

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

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

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

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

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

REPORT ON THE FINANCIAL STATEMENTS

Adverse Opinion

! have audited the accompanying financial statements of Kenya Medical Supplies
Authority (KEMSA) set out on pages 1 to 102, which comprise the statement of financial
position as at 30 June, 2022 and the statement of financial performance, statement of
changes in net assets, statement of cash flows and statement of comparison of budget
and actual amounts for the year then ended, and a summary of significant accounting
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policies and other explanatory information in accordance with the provisions of Article229
of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained
all the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, because of the significance of the matters discussed in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly, the
financial position of Kenya Medical Supplies Authority (KEMSA) as at 30 June, 2022 and
of its financial performance and its cash flows for the year then ended, in accordance with
lnternational Public Sector Accounting Standards (Accrual Basis) and do not comply with
the Kenya MedicalSuppliesAuthorityAct,20l3 and the Public Finance ManagementAct,
2012.

Basis for Adverse Opinion

1. Misclassification

The following financial statements components were misclassified;

Glassification in
Financial
Statements

Financial
Statement
Element

Correct
Classification

Amount
(Kshs.)

Work in progress
- Purchase of
Motor vehicles

Statement
Financial
Position

of Property,
Equipment
Vehicles

Plant and
- Motor

36,912,165

Disclosure note -
tax liability

Statement of
Financial
Position

Trade and other
payables from
exchange transactions
- tax liabilitv

1,265,576,505

Operating
activities - credit
notes

Statement
cash flows

of Not included in the
statement - no cash
movement

108,439,677

Operating
activities -
damages,
expiries and
donations

Statement of
cash flows

Not included in the
statement - no cash
outflow movement

1,056,356,865

ln the circumstances, the accuracy, completeness, presentation and disclosure of the
above balances as at 30 June, 2022 could not be confirmed.

2. Unsupported Finance lncome

The statement of financial performance and as disclosed in Note 11 to the financial
statements reflects finance income of Kshs.518,452,886. However, the schedule
presented for audit did not indicate the principal amounts, interest rates applied and
details of negotiations with the various financial institutions to arrive at the interest rates.
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ln the circumstances, the accuracy and completeness of finance income amount of
Kshs.518,452,886 could not be confirmed.

3. lnaccuracies of Land and Buildings

The statement of financial position reflects Property, Plant and Equipment balance of
Kshs.8,440,170,153 as disclosed in Note 24 (a) to the financial statements. lncluded in
the balance is land at Kshs.1,786,967,270 and buildings at Kshs.1,248,058,816 whose
analysis revealed the following unsatisfactory matters;

i. The land balance is not supported by valuation reports while two parcels of land in
lsiolo and Meru of unknown value have been omitted.

ii. Warehouse buildings in Mombasa used for storage of medical commodities were
omitted.

iii. The land balance includes Kshs.284,538,002 for seven (7) parcels of land whose
original title documents were not provided for audit.

iv. lnterviews with management revealed that a parcel of land in Kisumu municipality
valued at Kshs.25,000,000 has been encroached by a private developer, acquired
ownership rights but the matter is under investigation by Directorate of Criminal
Investigation.

v. A parcel of land in Kakamega municipality measuring 0.9852 hectares valued at
Kshs.7,500,000 was exchanged for a parcel of land valued at Kshs.3,000,000.
However, details of the exchange were not provided for audit review and both
parcels have been disclosed in the financial statements.

vi. Physical verification in January, 2023 revealed that two parcels of land in Nyeri
town measuring approximately 0.56 hectares were partially fenced exposing it to
encroachment and undisclosed developer had erected a temporary fence on the
unfenced portion of land. Although management indicated the matter is being
pursued, there was no document on its progress.

vii. The land balance includes four parcels of land in Jt/ombasa, Kisumu, Kakamega
and Garissa amounting to Kshs.115,000,000 which have not been surveyed.

viii. lncluded in the land balance is a parcel of land situated at Embakasi in Nairobi
acquired in August,2016 at a cost of Kshs.1,980,000,000 while the financial
statements reflects a balance of Kshs.1,232,429,268 resulting to unexplained
reduction in land value of Kshs.747,570,732.

ln the circumstances, the accuracy, valuation and fair statement of land and buildings
balance of Kshs.3,035,026,086 as at 30 June, 2022 could not be confirmed.

4. UnaccountedScanners

The statement of financial position reflects property, plant and equipment balance of
Kshs.8,440,170,153 as disclosed in Note 2a @) to the financial statements. The balance
includes office equipment balance of Kshs.43,549,295 out of which additions were
Kshs.11,613,558. Analysis revealed additions of Kshs.3,226,593 for only four (4)
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scanners that were delivered instead of eight (8) scanners procured and paid for at
Kshs.8,208,800 resulting to unaccounted nor explained variance of Kshs.4,982,207.

ln the circumstances, the accuracy and completeness of office equipment balance of
Kshs.43,549,295 could not be confirmed.

5. lnaccuracies in Trade Creditors

The statement of financial position reflects trade and other payables from exchange
transactions balance of Kshs.8,256,459,842 as disclosed in Note 26 to the financial
statements. However, the amount excluded unpaid goods and services as at
30 June, 2022 amounting to Kshs.22,690,890. ln addition, Kshs.2,909,006,616 relates to
supplies of medical commodities, distribution costs and other general operations from
sixty-eight (68) suppliers but the respective invoices indicating the goods, works or
services rendered were not provided for audit. Further, the amount includes
Kshs.1,081 ,672,924 on procurement of medical commodities from thirty (30) suppliers
whose invoices were in multiple currencies but the supplier statements did not indicate
the local and the foreign currency and the applicable exchange rates.

In the circumstances, the accuracy and fair statement of trade and other payables from
exchange transactions balance of Kshs.8,256,459 ,842 as at 30 June, 2022 could not be
confirmed.

6. lnaccuracies in lnventories

The statement of financial position reflects inventories balance of Kshs.13,962,897,325
as disclosed in Note 23 to the financial statements. However, the following unsatisfactory
matters were noted.

6.1. InventoryVariance

The balance includes Kshs.8,233,257,797 for six hundred and one (601) stock items
whose analysis of schedules revealed a balance Kshs.3,644,778,750 resulting to
unexplained variance of Kshs.4,588,479,047. ln addition, the amount includes
Kshs.1,405,592,596 for co-financing commodities whose supporting schedules reflects
valuation of Kshs.999,646,838 resulting to unreconciled variance of Kshs.405,945,758.
Further, the inventories balance omitted 500,712 units of twenty-three (23) medical
commodities of undetermined value.

6.2. Improper Adjustment

The inventories balance was arrived after adjusting Kshs.6,130,735 for untraced
commodities in the warehouse, Kshs.12,756,385 for excess issues to undisclosed health
facilities and Kshs.29,951,849 for damaged stock which should have been expensed.

6.3 Unreconciled Stock lssuance

The amount includes sixty-two (62) medical commodities whose available stock for issue
was 11,727,738 units valued at Kshs.794,137,087 but the warehouse issue report
indicated issuance of 11,820,490 units valued at Kshs.842,510,836 resulting to
unexplained nor reconciled over issuance of 92,752 units valued at Kshs.48,373,749.
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6.4 Use of Wrong Valuation Method

Re-computation of inventories using the lower of cost and net realizable value revealed
a balance of Kshs.4,309,172,340 resulting to unreconciled variance of
Kshs.9,653,724,985.

In the circumstances, the accuracy, valuation and fair statement of inventories balance of
Kshs.13,962,897 ,325 could not be confirmed.

7. Unsupported Sales Revenue

Note 8 to the financial statements reflects sales revenue of Kshs.6,317,198,727 net of
credit notes of Kshs.108,439,677 for goods returned due to either being damaged on
transit, not ordered by the customers or had quality issues but they were not traced in the
warehouse management systems. ln addition, the damaged commodities and those with
quality issues were not physically verified and were not traced in the goods returns ledger.
!n addition, sales adjustments of Kshs.974,495,736 were done without evidence of credit
notes/ entries explaining the reasons for adjustments and sales of Kshs.4,990,278 made
ten (10) health facilities which were not invoiced.

ln the circumstances, the accuracy and completeness of sales revenue amount of
Kshs.6,317 ,198,727 for the year ended 30 June , 2022 could not be confirmed

8. Unconfirmed Purchase of Medical Commodities

Note 8 to the financial statements reflects cost of sales of Kshs.7,667,817,778 out of
which items worth Kshs.56,582,084 were sold at Kshs.68,351,228. However, these items
were not in the opening inventory balance and although they were assigned purchase
order numbers, there was no evidence of details of the suppliers and dates of supplies.

ln the circumstances, the accuracy, validity and completeness of cost of sales amount of
Kshs.56,582,084 for the year ended 30 June , 2022 could not be confirmed.

9. Omitted lntensive Care Unit (lGU) Patient Ventilators

Note 8 to the financial statements reflects cost of sales of Kshs.7,667,817,778. However,
the expenditure omits Kshs.57,400,000 for twenty-one (21) ventilators purchased from
two (2) suppliers using funds from Ministry of Health. ln addition, a donation five (5)
Intensive Care Unit Patient (lCU) ventilators valued at Kshs.S,472,560 was not reflected
under medical commodity fund. Further, these ventilators were issued to fifteen (15)
counties but details of the specific health facilities that received them were not indicated
in the issue report and installation reports were not provided for audit.

!n the circumstances, the accuracy and completeness of Kshs.62,872,560 expenditure
on ventilators could not be confirmed.

10. Undisclosed Liability

Note 26 to the financial statements reflects trade and other payables from exchange
transactions balance of Kshs.8,256,459,842. However, an amount of Kshs.2g,370,267
received from unidentified customers was not disclosed as a liability. ln addition, this
balance was not supported by a schedule indicating the opening balance, receipts,
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amounts transferred from the unidentified/suspense account to the specific customer and
closing balance.

ln the circumstances, the accuracy and completeness of receivables from exchange
transactions balance of Kshs.29,370,267 could not be confirmed.

11. Un-approved Exchange of Parcels of Land

The statement of financial position reflects property, plant and equipment balance of
Kshs.8,440,170,153 as disclosed in Note 2a @) to the financial statements. The balance
includes land balance of Kshs.1,786,967,270 out of which a parcel of land along
commercial street Nairobi measuring 0.1329 with net book value of Kshs.151,538,002
was exchanged with a private company's land measuring approximately 0.7676 in the
same location of undetermined value. ln addition, the lease of this parcel lapsed on 30
June, 2019 and there was no evidence of renewal. Further, there was no evidence of
approval of the exchange transaction by the Cabinet Secretaries responsible for Health
and the National Treasury. This was contrary to Section 13(1)(c) of the State Corporations
Act, 2015 which states that'The assets of a state corporation may be disposed of-by
way of sale or otherwise with the approval of the Minister and the Treasury where such
disposal has not been taken into account in the estimates.

!n the circumstances, the valuation and ownership of parcel of land with net book value
of Kshs.151,538,002 as at 30 June, 2022 could not be confirmed.

12. Unconfirmed Receivables from County Governments

Note 21 to the financial statements reflects receivables from exchange transactions of
Kshs.5,642,303,360 out of which Kshs.2,819,806,723 relates to county governments.
However, only three (3) counties with a balance of Kshs.193,792,617 responded to audit
circularization resulting to unconfirmed balance of Kshs.2,626,014,106 by third parties. ln
addition, there was no evidence of half and end of the financial year circularization as
required by Paragraph 214 of the Kenya Medical Supplies Authority Credit Policy 2014.

!n the circumstances, the accuracy and completeness of receivables from exchange
transactions balance of Kshs.2,626,014,106 could not be confirmed.

13. Long Outstanding Receivables

Note 21 to the financial statements reflects receivables from exchange transactions of
Kshs.5,642,303,360 out of which Kshs.399,326,318 relates to ten (10) customers which
has been outstanding for more than three hundred and sixty (360) days with no agreed
payment plan. ln addition, there was no provision for bad and doubtful debts contrary to
Paragraph 2.16 of the Kenya Medical Supplies Authority Credit Policy 2014 which
requires adequate provision for bad and doubtful debts for any outstanding debts above
three hundred and thirty (330) days.

ln the circumstances, the accuracy and recoverability of receivables from exchange
transactions balance of Kshs.399,326,318 could not be confirmed.
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The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Kenya Medical Supplies Authority (KEMSA)
Management in accordance with ISSAI 130 on Code of Ethics. I have fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my adverse opinion.

Emphasis of Mafter

Material Uncertainty to Going Concern

The statement of financial performance reflects a deficit of Kshs.2,991,725,431 in
comparison with surplus of Kshs.401,701,539 for the comparative period leading to a
decline in the revenue reserves from Kshs.8,851,950,562 in 202012021 to
Kshs.5,860,225,131 in the current period. lf the trend continues into the foreseeable
future, the Authority may not be able to meet its obligations as and when they fall due.

ln the circumstances, the Authority's sustainability of procurement, warehousing and
distribution of drugs and medical supplies is heavily dependent on continued support by
the Government, donors and creditors.

My opinion is not modified with respect to the above matter.

Key Audit Matters

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

Other Matter

1. Failure to Purchase Global Fund Commodities

During the year under review, Kshs.1,835,607,005 was budgeted to procure, warehouse
and distribute program commodities under the co-financing requirements. However,
review of records revealed that only commodities worth Kshs.1,366,506,543 were
procured resulting to underfunding of Kshs.469,100,462.

In the circumstances, Management may have failed to procure, warehouse and distribute
enough program commodities as intended by the donors.

2. Unresolved Prior Year Matters

ln the audit report of the previous year, several issues were raised under the Report on
the Financial Statements and Report on Lawfulness and Effectiveness in Use of Public
Resources. However, the Management has not resolved the issues or given any
explanation for failure to adhere to the provisions of the Public Sector Accounting
Standards Board templates.
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution and based on the audit procedures
performed, because of the significance of the matters discussed in the Basis for Adverse
Opinion and Basis for Conclusion on LaMulness and Effectiveness in Use of Public
Resources sections of my report, based on the audit procedures performed, I confirm that
public resources have not been applied laMully and in an effective way.

Basis for Conclusion

1. lncomplete Construction of Capital Work in Progress

The statement of financial position reflects property, plant and equipment balance of
Kshs.8,440,170,153 as disclosed in Note 24 to the financial statements. The amount
includes capital work in progress balance of Kshs.S,177,536,340 for construction of
KEMSA modern warehouse and office block. However, the following unsatisfactory
matters were noted;

i. The amount includes interest on delayed payments of Kshs.17,036,034 but details on
the certified amounts, the number of days outstanding and computation of this interest
were not provided for audit.

ii. The contract was for a duration of one hundred and eight two weeks (182) ending
25 September, 2020 but physical verification in the month of December 2022 about
twenty-seven months later, revealed that the project is incomplete. In addition, the
contract sum was Kshs.3,079,998,860 but as at 30 June, 2022 Kshs.3,847,352,076
had been paid resulting to excess or price variation of Kshs.767,353,216 of 25o/o.

iii. The Authority changed the initial floor finishing from power float finish estimated at
Kshs.3,393,500 to epoxy floor surfaces at Kshs.100,200,800.00 resulting to a price
increase of Kshs.96,807,300 without justification.

iv. Further, the change of underground water tank from initial cost in the bills of quantities
of Kshs.10,000,000 to Kshs.32,779,190 exceeded the recommended 25% variation.

v. Also, gate house provisional sum of Kshs.3,480,000 increased to Kshs.14,885,701 or
328% variation.

vi. ln addition, the contract for ventilation, smoke vents and air conditioning were awarded
at a sum of Kshs.38,367,131 and audit inspection in December, 2022 revealed that
the inflammable warehouse was operational but the smoke vents were not fixed.

vii. Retention amount of Kshs.384,735,208 equivalent to 10o/o of Kshs.3,847,352,076
payments made was not withheld.

ln the circumstances, value for money on Kshs.5,177,536,340 for construction of KEMSA
modern warehouse and office could not be confirmed.
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2. Missing lnvoices from Suppliers

The statement of financial position and as disclosed in Note 26 to the financial reflects a
balance of Kshs.8,256,459,842 in respect to trade and other payables from exchange
transactions. The amount includes trade creditors - not invoiced receipts balance of
Kshs.437,723,132 (2021 - Kshs.2,588,017 ,507). However, for over eighteen (18) months
after the procurement of Covid-19 items, no invoices were raised despite a payment of
Kshs.1,465,017,506. This is contrary to Regulation 99(3) of the Public Finance
Management (National Government) Regulations,2015 states that'Every entry in the
accounts shall be supported by a voucher or other approved document gazetted by the
Cabinet Secretary containing the full details, clear narrations and particulars of the item
or items to which it relates'.

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

3. lrregular Payment of Full Salaries

The board of directors issued a directive on 04 November, 2021 to three hundred and
ninety-seven (397) employees to work from home and who continue to draw their full
salaries and allowances which amounted to Kshs.365,823,891. This was contrary to
Sectionl9T(1Xi) of the Public Finance Management Act, 2012 provide a public officer
employed by the national government, or a national government entity commits an
offence of financial misconduct if, without laMul authority, the officer incurs wasteful
expenditure on behalf of that government or entity.

ln the circumstances, Management was in breach of the law and the value for money on
Kshs.365,823,891 paid to employees working from home could not be confirmed.

4. Un-Procedurat Extension of Employee Contracts

The statement of financial performance reflects employee costs of Kshs.1,223,659,186
as disclosed in Note 14 to the financial statements. The amount includes Kshs.7,479,840
paid to fifty-six (56) employees whose contracts had lapsed and were being renewed after
every month instead of after a minimum of three (3) months without explanations. This
was contrary Section 9(1Xa) of the Employment Act, 2OO7 which states that a contract of
service is for a period or a number of working days which amount in the aggregate to the
equivalent, of three months or more.

In the circumstances, Management was in breach of law.

5. lrregular Procurement Through Call-Off Orders

Note 8 to the financial statements reflects cost of sales of Kshs.7,667,817,778 out of
which Kshs.506,577,959 relates to goods procured through call off orders which were
received after the scheduled delivery dates. !n addition, the call off orders include
Kshs.349,246,671whose framework contracts had expired at the time the call off orders
were made. This was contrary to Section 114(4) of the Public Procurement and Asset
Disposal Act, 2015 which states that; For the purposes of subsection (3Xa), "call-offs
order" means an order made using a framework agreement with one or more contractors,
suppliers or consultants for a defined quantity of works, goods, consultancy covering
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terms and conditions including price that users require to meet the
requirements.

!n the circumstances, Management was in breach of the law.

6. Unlawful use of Direct Procurement - Non-Pharmaceuticals

immediate

Note 8 to the financial statements reflects cost of sales of Kshs.7,667,817,778 out of
which Kshs.1,940,300,934 relates to non-pharmaceutical commodities out of
Kshs.60,261,197 were direct procurements. However, the commodities did not meet the
conditions set for direct procurement under section 103 of the Public Procurement and
Asset Disposal Act, 2015 neither did the accounting officer report to the Public
Procurement Regulatory Authority within fourteen days after the notification of the award
contrary to Regulation 90(1Xb) of the Public Procurement and Asset Disposal
Regulations,2020.

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

7. Over Procurements

Note 23 to the financial statements reflects inventory balance of Kshs.13,962,897,325.
However, one hundred and fifty-seven (157) medical commodities amounting to
Kshs.1,842,162,067 were procured against the approximate annual demand of
Kshs.590,791,788 resulting to over procurement of Kshs.1 ,251,370,278. This was
contrary to Regulation 140(1) of the Public Finance Management (National Government)
Regulations, 2015 states that 'Accounting Officer shall be responsible for the proper
custody, care and use of government inventories under their control'

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

8. Under-Performance of Contracts

Note 9 to the financial statements reflects revenue earned from rendering of services to
Global Fund of Kshs.512,669,708. A company was awarded to supply 215,000 packs of
antiretroviral (ARV) medicines worth USD 3,165,660 or Kshs.347,399,528 but only
90,000 packs were delivered and certified by the inspection and acceptance committee
to be the full quantity ordered. The variance of 125,000 packs of ARVs amounting to
Kshs.2O1 ,976,470 remained undelivered as at 30 June 2022, fifteen (15) months after the
contract was awarded. This was contrary to section 5.1-1(e) of the Global Fund Grant
Regulations,2014 which stipulates that; "Contracts shall be awarded only to contractors
that possess the ability to successfully perform the contracts" Further, Section 140 of
Public procurement and Disposal Act, 2015 stipulates that "-the contractor shall be liable
to liquidation damages for delayed performance."

ln the circumstances, Management was in breach of law.

9. Loss on Sale of Covid-l9 Commodities

Note 8 to the financial statements reflects a gross loss of Kshs.1,350,617,051out of which
Kshs.1 ,271 ,897 ,145 relates to loss on sale of Covid-19 commodities. This loss relates to
sale of four (4) commodities at Kshs.431,681,615 procured at a cost of
Kshs.1,703,578,760. This was contrary to Section 72(1) of the Public Management
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Finance Act, 2012 which states that, "The accounting officer for a national government
entity shall- (a) be responsible for the management of the entity's assets and liabilities;
and (b) manage those assets in a way which ensures that the national government entity
achieves value for money in acquiring, using and disposing of those assets."

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

10. lrregular Extension of Gontracts

Note 9 to the financial statements reflects rendering fees revenue of Kshs.787,689,106
in respect of procurement, warehousing and distribution of third-party commodities where
the services of clearing and forwarding were procured at a price of USD 388,305 or
Kshs.43,101,855 for a period of three (3) months ending 08 October,2019 but renewed
four (4) times up to 30 June, 2022.|n addition, Note 13 to the financial statements reflects
consulting fees of Kshs.37,910,274 out of which Kshs.19,941,120 was for consultancy
services on board support and coordination services whose contracts were extended for
more than three (3) months. This was contrary to Section 88 (3) of the Public Procurement
and Asset Disposal Act, 2015 which requires contract extension be restricted to not more
than thirty days (30) and may only be done once.

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

11. Award of Tenders above the Prevailing Market Price.

Note 9 to the financial statements reflects revenue earned from rendering of services
amount of Kshs.787,689,106 out of which Kshs.512,669,708 relates to fees earned to
procure, warehouse and distribute Global Fund commodities. However, the Authority
awarded tenders amounting to Kshs.1,360,073,270 at rate higher than the prevailing
market price resulting to incurring an excess amount of Kshs.84,255,585. This was
contrary to Section 5.1 1(f) of the Global Fund Grant Regulations, 2014 which stipulates
that "No more than a reasonable price (as determined, for example, by a comparison of
price quotations and market prices) shall be paid to obtain goods and services."

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

12. Unapproved Fees for Services Rendered

Note 8 to the financial statements reflects total sales revenue of Kshs.6,317,198,727
being revenue from sale of various medical commodities. However, the prices of these
commodities were only reviewed by a pricing committee and were not presented to the
board for approval before implementation. This is contrary to Section 6 (2) (d) of the
Kenya Medical Supplies Authority Act 2013 states that'Without prejudice to the generality
of the foregoing, the Board shall have power to-levy fees for services rendered by the
Authority as may be determined from time to time by the Board'.

ln the circumstances, Management was in breach of law.

13. Extension of Tender Validity Period

Note 8 to the financial statements reflects cost of sales balance of Kshs.7,667,619,015
out of which Kshs.2,660,997,894 relates to procurement of medical commodities on
contracts extended for sixty-nine (69) suppliers. The Authority extended these contracts
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for more than thirty days and continued to trade with the suppliers without competitive
bidding or giving notice of extension to each of the person who submitted the tender. This
is contrary to Section 88 (2) and (3) which requires contract extension be not more than
thirty days and a notice of extension be given to each of the persons who submitted the
tender.

ln the circumstances, Management was in breach of Law

14. lrregular Use of Framework Contracting

Management discussion and analysis under Section 8 to the financial statements reflects
total procurement of Kshs.29,097,000,000 out of which Kshs.21 ,182,231,387 was
procurement through framework contracting but there was no list of vendors undertaking
these contracts and there was no evidence of mini competition among registered
suppliers. ln addition, after the first year of award, there was no evidence of conducting a
value for money assessment to determine whether the terms designated in the framework
agreement were still competitive. Further, suppliers through restricted method of
Kshs.749,364,646, open tender of Kshs.2,448,96,611 and direct procurement method of
Kshs.1,307,117,628 were continuously engaged for two (2) years under framework
agreements contrary Section 114(1) and (2) of the Public Procurement and Asset
Disposal Act, 2015.

ln the circumstances, Management was in breach of law.

15. lnclusion of VAT in Global Fund Commodities

Note 9 to the financial statements reflects revenue earned from rendering of services
amounting to Kshs.787,689,106. lncluded in this balance is Kshs.512,669,708 in respect
to Global Fund out of which Kshs.11,861,000 was earned to procure Global Fund HIV
commodities of USD.2,132,400, or Kshs.232,717,555 and VAT amounting to
Kshs.1,636,000 charged. This was contrary to article 3, Section 3.5 of the Global Fund
grant regulations,2014, which states that the host country for Global Fund should ensure
that all the program commodities are exempted from tax.

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

16. Stock out of Medical Commodities

Note 23 to the financial statements reflects inventory balance of Kshs.13,962,897,325.
lnventory records indicated three hundred and sixty-four (364) commodities were stocked
out for an average of two hundred and ninety (290) days while one hundred and seventy-
nine (179) commodities were below the minimum required stock levels resulting to missed
sales of Kshs.3,113,453,816. This was contrary to Regulation 140(1) of the Public
Finance Management (National Government) Regulations, 2015 which states that
'Accounting Officer shall be responsible for the proper custody, care and use of
government inventories under their control'.

ln the circumstances, Management was in breach of the law.
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17. Failure to Procure Essential Medical Commodities

Note 26 to the financial statements reflects payables from development partners of
Kshs.4,798,798,971. lncluded in the amount is Kshs.1,270,815,146 for family planning,
nutrition and tuberculosis commodities which had not been utilized for eighteen (18)
months as at December, 2022 while an additional Kshs.1,281,580,000 for Antiretroviral
(ARVs), lab reagents, vaccines and blood bags remained unutilized for a period of six (6)
Months. This is contrary to Regulalion 214(b) of the Public Financial Management
(National Government) Regulations, 2015 which requires activities of a corporation be
effective in achieving national objectives and represent value for money for the
expend iture of taxpayer'.

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

18. Non-Adherence to Credits Limits

Note 21 to the financial statements reflects receivables from exchange transactions of
Kshs.5,642,303,360 out of which Kshs.5,554,133,989 relates to trade debtors
receivables with County Governments accounting for Kshs.2,819,806,723 and other
customers Kshs.2,734,327,266. However, the Authority continued to trade with these
customers beyond the 30 to 45 days credit limits period contrary to Paragraph 2.7 of the
Kenya Medical Supplies Authority Credit Policy 2014. ln addition, the Authority did not
maintain Floating Deposits Funds for credit customers in the KEMSA trading account
where invoices will be drawn from as required by Paragraph 2.8 of the Kenya Medical
Supplies Authority Credit Policy, 2014.

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

19. Unaccounted Donations to KEMSA Dispensary

Note 8 to the financial statements reflects cost of sales balance of Kshs.7,667,817,778.
This balance includes donations of medical commodities of Kshs.221,991,558 to eighty-
six (86) health facilities out of which Kshs.23,373,737 relates to donations made to
KEMSA staff dispensary whose physical verification in the month of December, 2022
revealed that they did not exist. This is contrary to paragraph 17.6 of the KEMSA Standard
Operating Procedures, 2018 which requires KEMSA to donate medical commodities upon
request by the customer.

!n the circumstances, Management was in breach of the law.

20. Failure to Maintain a Master Vote Book

The statement of financial performance reflects total expenditure of Kshs.3,083,384,361
which was not supported by a vote book. This was contrary to Regulation 52(1Xd) of the
Public Finance Management (National Government) Regulations, 2015, which states
when the AIE is issued by the Ministry or State Department or Agency, the allocation shall
be entered as a commitment in the Ministry's or State Department's or Agency's master
vote book so as to ascertain at all times the availability of uncommitted funds.

ln the circumstance, Management was in breach of the law.
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21. Failure to Maintain an Imprest Register

Note 13 to the financial statements reflects a balance of Kshs.1 ,689,600,81 1 in respect
to use of goods and services which includes an expenditure of Kshs.85,821,747 in
relation to travel, accommodation, subsistence and other allowances. However, an
imprest register to account for imprests issued and surrendered was not maintained. This
was contrary to Regulation 93 (4) of the Public Finance Management (National
Government) Regulations, 2015 which provides that before issuing temporary imprests
under paragraph (2), the Accounting Officer shall ensure that- (c) the applicant has been
recorded in the imprest register including the amount applied for.

ln the circumstance, Management was in breach of the law

22. Failure to Open a Retention Bank Account

Note 26 to the financial statements reflects trade and other payables from exchange
balance of Kshs.8,256,459,842 which includes customer retention money of
Kshs.21,639,338. However, these funds were comingled in the Authority's other
operational bank accounts without depositing them in a separate bank account exposing
them to unintended use. This was contrary to Regulation 43 (b) of the Public Finance
Management (National Government) Regulations, 2015 which states that "An accounting
officer shall ensure that public funds entrusted to their care are properly safeguarded and
are applied for purposes for only which they were intended and appropriated by the
National Assembly. Further Regulation 33 (0 (ii) states that "Appropriation shall be for a
specific purpose or a specific programme or item of expenditure".

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

23. lrregular lssuance of Medical Commodities as Donations

Note 8 to the financial statements reflects cost of sales balance of Kshs.7,667,817,778
out of which Kshs.22't,991,558 was donated to eighty-six (86) health facilities. However,
the expenditure includes donations Kshs.6,138,171 whose shelf life was more than six
months. This was contrary to Paragraph 17.6 of the KEMSA Standard Operating
Procedures 2018 requires donations to be for commodities with a remaining shelf life of
less than six months.

ln the circumstances, Management was in breach of the law

24. Delay in Deliveries of Medical Commodities

Note 23 to the financial statements reflects inventories balance of Kshs.13,962,897 ,325
out of which medical commodities of Kshs.10,918,542,217 were received beyond the
scheduled delivery timelines. ln addition, commodities amounting to Kshs.2,471,498,717
had not been received by 30 June, 2022 despite lapse of over six (6) months after
ordering them. This was contrary to Regulation 53(1) Public Finance Management
(National Government) Regulations, 2015 states that a local purchase order or local
service order shall be valid for a period of thirty days from the date of issue. (2) Any public
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officer who receives goods or services beyond the stipulated period specified in
paragraph (1) commits an offence under the Act.

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

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAIs) 3000 and 4000. The standard requires that ! comply with ethical
requirements and plan and perform the audit to obtain assurance about whether the
activities, financial transactions and information reflected in the financial statement
comply, in all material respects, with the authorities that govern them. I believe that the
audit evidence I have obtained is sufficient and appropriate to provide a basis for my
conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROL, RISK MANAGEMENT AND
GOVERNANCE

Conclusion

As required by Section 7(1Xa) of the Public Audit Act, 2015, and based on the audit
procedures performed, because of the significance of the matters discussed in the Basis
for Adverse Opinion and Basis for Conclusion on Effectiveness of lnternal Controls, Risk
Management and Governance sections of my report, I confirm that internal control, risk
management and governance were not effective.

Basis for Conclusion

1. Staff Over-Establishment

Review of human resource records revealed approved staff establishment of three
hundred and forty-one (341) position, but the master staff register reflects nine hundred
and sixty-two (962) employees as at 30 June, 2022 resulting to unapproved staffing of six
hundred and twenty-one (621).

ln the circumstances, the effectiveness of controls on human resource management
could not be confirmed.

2. Lack of Fuel Register

The statement of financial performance reflects use of goods and services expenditure of
Kshs.1,689,600,811 as disclosed in Note 13 to the financial statements. The amount
includes fuel and oil balance of Kshs.29,488,949. However, a fuel register was not
maintained and no reconciliation was performed on the supplier fuel statements. ln
addition, two vehicles fuelled at Ksh.985,428 were not in the asset register and their log
books not provided for audit.

ln the circumstances, the effectiveness of internal controls on fuels and oils could not be
confirmed.

3. Duplicate lnventory Records

The statement of financial position reflects inventories balance of Kshs.13,962,897,325
as disclosed in Note 23 to the financial statements. However, review of lnformation
Technology (lT) environment revealed creation of duplicate inventory records amounting
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to Kshs.70,224,025. ln addition, the system allowed excess return of inventories from
facilities amounting Kshs.8,839,027. Further, commodities valued at Kshs.42,526,804
with longer shelf life were sold before those with short shelf life against principle of First
Expiry First Out (FEFO).

ln the circumstances, the effectiveness of controls on inventory management could not
be confirmed.

4. Undefined Rendering Fee Charges

Note 9 to the financial statements reflects rendering of services of Kshs.787,689,106
being fees charged for procurement, warehousing and distribution. However, a
warehousing fee of 3% on the value of commodities is charged but the contract
agreements do not specify the storage period. ln addition, commodities amounting to
Kshs.8,229,260 from different donors were stored for a period between three and seven
years but only charged at constants rate. Further, there is no standard policy for charging
these services since different partners are charged rates at 8o/o,7o/o and 60/o for the same
services.

ln the circumstances, the value for money on procurement, warehousing and distribution
services rendered to the donor partners could not be confirmed.

5. Weaknesses in Delivery System

Note 13 to the financial statements reflects administrative costs of Kshs.842,506,072 out
of which Kshs.786,643,283 relates to distribution costs of medical commodities
amounting to Kshs.1,694,489,668 that were delivered after the due dates with delays
ranging from eight (8) days to two hundred and fifteen days (215) days. ln addition, the
warehouse system indicated goods amounting to Kshs.15,704,410 were delivered to
various health facilities before they were issued from the warehouse and commodities of
Kshs.240,854,066 dispatched to various facilities and hospitals but could not be
confirmed as having been received. Further, some of the delivery notes were not dated,
stamped or signed as proof of delivery.

ln the circumstances, the effectiveness of internalcontrols of the warehouse system could
not be confirmed.

6. Failure to Hedge Against Foreign Exchange Losses

Note 13 to the financial statements reflects use of goods and services expenditure of
Kshs.1,689,600,811 out of which Kshs.184,184,990 relates to foreign exchange loss.
However, contracts were entered using foreign currency but payments made through the
Kenyan currency resulting to a foreign exchange loss of Kshs.184,184,900 and there
were no hedging strategies. ln addition, the realized loss was not supported by schedule
indicating the exchange rate both at the invoice date and the payment date.

ln the circumstances, value for money on the foreign exchange loss of Kshs.184,184,990,
could not be confirmed.
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7. Failure to Re-Negotiate Covid-19 Commodities

Note 8 to the financial statement statements reflects cost of sales of Kshs.7,667,817,778
out of which Kshs.1,787 ,954,354 relates to Covid-19 commodities. The Ministry of Health
approved the disposal of Covid-19 items subject to re-negotiation with suppliers to lower
the quoted prices. However, commodities with quoted price of Kshs.90,000,000 were not
renegotiated.

ln the circumstances, value for money for Covid-19 items quoted at Kshs.90,000,000
could not be confirmed.

8. lnefficiencies in Distribution

Note 13 to the financial statements reflects administrative costs of Kshs.842,506,072 out
of which Kshs.786,643,283 relates to distribution costs. Review of dispatch and turn
around reports revealed that distributions were not coordinated with incidences of not
loading tracks to their optimal levels with a view of increasing their frequency to the same
dispatch stations.

ln the circumstances, the effectiveness of internal control of the distribution as at
30 June, 2022 could not be confirmed.

9. Procurements Outside E-Procurement System

The statement of management analysis and discussion to the financial statement
indicates procurement of health products and technologies of Kshs.29,097,000,000.
However, there was no evidence to show that e-procurement platform was used to
procure them. This was contrary to executive order No. 2 of 2018 that required all
procuring entities to undertake all their procurement through the e-procurement module.

ln the circumstances, and in view of lack of Enterprise Resource Planning (ERP)
functional modules, the Authority did not procure through e-procurement and did not
achieve the set objectives under pillar number 6 on innovations and technology.

10. Refund of lneligible Expenditure

Note 26 to the financial statements reflects trade and other payables from exchange
transactions of Kshs.8,256,842 which includes Kshs.4,798,798,971 in respect to trade
creditors-development partner's grants. The balance includes Kshs.320,000,000 refund
to the World Bank due to ineligible expenditure resulting from failure to carry out due
diligence on proper procurement process. This was contrary to section 68(1Xa) of the
Public Finance Management Act, 2012 which requires an accounting officer for a national
government entity, Parliamentary Service Commission and the Judiciary be accountable
to the National Assembly for ensuring that the resources of the respective entity for which
he or she is the accounting officer are used in a way that is lavrrful and authorized.

ln the circumstances, the value for money on refunded expenditure of Kshs.320,000,000
could not be confirmed.
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11. Unfulfilled Customer Orders

Note 8 to the financial statements reflects totalsales revenue of Kshs.6,317,198,727.The
Authority received customer orders of Kshs.9,875,931 ,228 from various health facilities.
However, only orders amounting to Kshs.5,341,340,265 or 56% were processed and
distributed resulting to unfulfilled customer orders of Kshs.4,534,590,963 or 44%. ln
addition, the processing and distribution of orders took an average of nineteen (19) days
against a target of ten (10) days.

ln the circumstances, the effectiveness of internal control on servicing customer orders
could not be confirmed.

12. Loss of Revenue

Note 8 to the financial statement reflects totalsales revenue of Kshs.6,317,198,727 which
includes Kshs.1,020,631 ,175 for one hundred and thirteen (113) medical commodities.
However, these commodities should have been sold at Kshs.1,494,065,638 hence
resulting to unexplained loss of Kshs.473,434,463. The amount also includes
Kshs.71 ,261,137 for fifty-two (52) medical commodities that had been purchased at
Kshs.87,460,544 resulting to an unexplained loss of Kshs.16,199,407.

!n the circumstances, valued for money on medical commodities sold at
Kshs.1,091 ,892,312 could not be confirmed.

13. lssues under Universal Health Coverage (UHC)

During the year under review, it was noted that since the year 2018, Kshs.12,766,762,552
had been received for Universal Health Coverage (UHC) commodities but only
Kshs.10,519,028,352 was utilized by 30 June, 2022 resulting to a balance of
Kshs.2,247,734,200. However, the following unsatisfactory matters were noted;

i. Analysis of UHC supporting schedules revealed a balance of Kshs.1,619,138,203,
resulting to unexplained nor justified variance of Kshs.628,595,997.

ii. The UHC funds were comingled in other operational bank accounts instead of
receiving them in a separate bank account contrary to Regulation 76 (1) of the Public
Finance (National Government) Regulations, 2015 which requires each project have
a separate bank account at the Central Bank of Kenya into which all funds shall be
kept.

iii. Donor fund commodities worth Kshs.318,880,601 were erroneously distributed and
accounted under UHC commodities instead of the respective donor.

iv. UHC commodities worth Kshs.30,857,471 were distributed to seventy-eight (78)
private and faith-based health facilities contrary to a letter Ref: MOH/ADMl112116
VOL1 (70) dated 24 January, 2020 which indicates the beneficiaries of the supplies
be public health facilities whose county management will have signed the
lntergovernmental Participatory Agreement (lPA) with the Ministry.
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v. Physical verification in twenty-six health facilities spread across six (6) counties in the
month of September,2022 revealed stock out of the GeneXpert cartridges for up to
three months.

ln the circumstances, the efficiency and effectiveness of the Authority to procure, store
and distribute Universal Health Coverage (UHC) products could not be confirmed.

14. Medical Commodities Received Beyond the Acceptable Shelf Life

Note 8 to the financial statements reflects cost of sales of Kshs.7,667,817,778 which
includes Kshs.688,316,531 for commodities that were received with a remaining shelf life
of less than six months. These commodities were due for donation in line with Paragraph
17 .6 of the KEMSA Standard Operating Procedures 2018 which categories commodities
with a remaining shelf life of less than six months as having short expiry and are
earmarked for donations. ln addition, the warehouse management system could not
generate a report indicating the manufacture date of the commodities.

ln the circumstances, the effectiveness of internal control on purchases of medical
commodities could not be confirmed.

15. Expiries of Medical Gommodities

Note 8 to the financial statements reflects cost of sales of Kshs.7,667,817,778. lncluded
in this amount is Kshs.1 ,054,972,887 being expiries of medicalcommodities. The expiries
include Covid-19 commodities of Kshs.908,890,295 and other medical commodities of
Kshs.146,082,592 but no explanations for large quantity purchases despite low demand.
ln addition, commodities valued at Kshs.3,322,168 expired on transit to the respective
health facilities. Further, face masks and Personal Protective Equipment (PPE) kits
amounting to Kshs.478,620,200 received in June 2022 were set to expire on
31 July, 2022 without justification for the short shelf life of less than two months. Also,
incineration costs of Kshs.1,900,000 for disposing expired stock were incurred with a
likelihood of incurring additional costs to dispose third party expired commodities valued
at Ksh.206,960,047 which are still in the stores.

ln the circumstances, effectiveness of internal controls on management and monitoring
of stock for expiry could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls) 2315 and 2330. The standard requires that I plan and perform the
audit to obtain assurance about whether effective processes and systems of internal
control, risk management and overall governance were operating effectively, in all
material respects. I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my conclusion.

Responsibilities of Management and Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Accrual
Basis) and for maintaining effective internal control as Management determines is
necessary to enable the preparation of financial statements that are free from material
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misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and overall governance.

ln preparing the financial statements, Management is responsible for assessing the
Authority's ability to continue to sustain its services, disclosing, as applicable, matters
related to sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Authority or to cease operations.

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

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

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

Auditor-General's Responsibilities for the Audit

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

ln addition to the audit of the financial statements, a compliance review is planned and
performed to express a conclusion with limited assurance as to whether, in all material
respects, the activities, financial transactions and information reflected in the financial
statements are in compliance with the authorities that govern them in accordance with
the provisions of Article 229(6) of the Constitution and submit the audit report in
compliance with Article 229(7) of the Constitution. The nature, timing and extent of the
compliance work is limited compared to that designed to express an opinion with
reasonable assurance on the financial statements.

Further, in planning and performing the audit of the financial statements and review of
compliance, I consider internal control in order to give an assurance on the effectiveness
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of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 201 5 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

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

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

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

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

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

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

Perform such other procedures as I consider necessary in the circumstances.

o

o

a

o

a
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I communicate with Management regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in
internal control that are identified during the audit.

I also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence and
where applicable, related safeguards.

CPA BS
AUDITOR.GENERAL

Nairobi

19 April, 2023
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Kenya Medical Supplies Authority
Annual Report and Financial Statements
For the year ended June 30,2022

L3. Statement of Financial Performance for the year ended 30 ]une 2022

Note FY 20Zt-2022

Kshs

w2020-2021

Kshs

Revenue from non-exchange transactions
Transfers from other government entities
Public contributions and donations

Total Revenue from non-exchange
kansactions
Revenue from exchange transactions
Net Sales

Rendering of Services
Rental Revmue
Finance fircome
Other I:rcome
Total Revenue from exchange transactions
Total revenue
E4penses

Use of goods and services
Employee costs

Board expenses

Depreciation and amortization expense
Repairs and maintenance
Finance costs

Gain on sale of assets

for the

Total expenses
Other gainy'(losses)

Surplus before tax
Taxation

6

7

8

9

10

11.

12

13

1,4

15
'J.6

17

18

19

706,393,639

100,000,000

6,393,639

('J.,350,619,051)

787,689,106
'1.,299,429

518,452,886

26,392,466

(76,785,765)

89,597,474

'1,,689,600,911

1,223,659,186

28,107,L61
119,1/4,766
2'J.,134,746

'J.,707,691.

3,083,3841361

(2,99't,72:5,431)

2,06'J.456

131,383,639

125,000,000

6,383,639

'l_,317,254,n7
'J.,543,484,208

1'L,205,348

616,085,847

64,299,118
3,552,329,297

3,583,7L2,937

1.,847,724,361

1,,264,329,720

17,69'1,,305

117,830,125

32,677,21'L
'1.,769,676

3,282,0!7,397

407,74L,539

401,707,539

0

Disclosure: The Authority is in receipt of a demand note from the Kenya Revenue
Authority for a tax obligation of Sh. 3.010. A tax consultant has been engaged and
after reconciliation with KRA the tax owed has reduced to sh. 1.1 Bil1ion. A
repa5rment of Sh. 50 Million per month has been reached with the first instalment

settled in A 2022.
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The notes set out on pages 12 to 11.6 form an integral part of these Financial Statements.

' TheTinancial statements set out on pages 1 to 10 were signed on behalf of the Board of
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Directors bY:
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Accounting Off.icer Head of Finance Chairman of the Board
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Kenya Medical Supplies Authority
Annual Report and Financial Staiements
For the year ended June 30,2022

1,4. statement of Financial position as at 30 June 2022

Note

Financial Year

202y2022
Kshs

Financial Year

2020/2021

Kshs

9,656,05g,2i8
5,642,303,360

7,383,912
13,962,997,325

28,269,637,735

8,440,170,153

2,263,994
62,376,526

810,673

g,113,ggg,gg0

5,963,900,694

4430,114
17,558,529,935

31.,540,749,734

7,'J,67,704,659

3,557,706

53,915,430
7

8,256,459,942

6,139,529

1,532,649,72'1.

330,717,936

57,344,21.6
g,Big,Bg2,1.4'J.

20,002,202,295

1,409,863,935

7,0'L5,3gg,Bg1

798,174,974

2,76L,333

3,025,877,078
'L67,673,093

45,723,83'L

9,356,1L0,71g

79,673,544+935

2747 20,41
75,362,39L197

8,461,576,303

256,950,298

5,860,225,131

18,354,707,679

8,46'1,,576,303

256,950,299

8,951,950,562

630,456

Cash and cash equivalents
Receivables from exchaage transactions
Receivables from non-exchange transactions
Inventories
Total current assets

Non-current assets
Property, plant and equipment
Intangible assets
Long Term Deposit
Total non-curent assets

Total assets

Liabilities
Current liabilities

Trade and other payables from exchange
transactions

Trade and other payables from non_exchange
transactions

Payment Received in Advance
Current Provisions
Project Fund
Medical Commodity Fund
Total current liabilities

Non-current liabilities
Deferred income
Total non-current liabilities

Total liabilities
Net assets

KEI\4SA Capital
Accumulated Funds
Revenue reseryes
Revaluation reserve

Total net assets and liabilities

Assets
Current assets

20

21

22

23

33

26

27

28

29

30

31,

JZ

2a@)

24(b)
25
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Kenya Medical SuPPIies AuthoritY
Annual Report and Financial Statements
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Forthe ended June 2022

The financial statements set out on pages 1 to L0 were signed on behalf of the Board of

' Direetors bY:

Terry Kiunge Ramadhani |ames Mach'aria Mary Chao Mwadime

Chairman of the BoardAccounting Officer Head of Finance

rcPAK Ird/r{o:f a l3l+

Datc ?frh lt"*' Dat " ?D(,4b>> Date 22' ?' 2n2ix'

4

I



c,\

\D
No
<f
l.Jt.t
o

o\
\0
No
<fro
co
6

ch
Ch
lf{
\o
<i
d
00

6\N
o\
e.t
lr)N
e.t
rn
=tl\0

EEEHS$!$irrddB'B'!c \e \o \t5qi td ."i ;'RRRR

E##v

$$$$$F$$
oO
o\
N
d
u)
o\
\o
rt)
N

ro
tr)
\0
D\
lf)

\0
-t{
a

6
o\
No
rt)q\
\9
n)N

d)
tfr
\oN
ro

\0
\F
a

00
Ot
Nd
rf)
o\
\o
1l)
N

a
tr)
\oN
ro

\o
\li
@

e
01
N
O
ro
ch
\o
1l)
N

.Oo
rO
\o
N
1.)

\0
<ll
00

'd,.9
EE -E

H E+ s/ UE<E

x
tr
AJ

b0
E

o

ii
o
U
oE
o
T')
tio
tr
3o
q,)

o
0)

s
cl

s
H

HE HH
trEEEesE
Egn$sHgH.oEHu.En"EH

sFssFg Fs

Eo'll u)itorE
tEs
>!D0Jo&&

(a

isg
6U>(ao0Jil*

d

tu
,q.ovE
#sEA
EIv

NN
N
AJ

E

eo
,t5

OJ

'd
E

EI
I{
(E
a)

o

l{
o

l+{
o+.
0,
!,)
U)

OJ

z
E
(D
qJ

b0I
Cts
U
r+{
o

E
G'

E
q,

d
(,)

lf)
Fi

(.I
c.il

N

c

h
o)E
o)

q)

lroti

ra)

g
q)

?*LfoaE-
ig
r: Gt

9.E
AlriQ,t:
ze
c!L99E' H{9p
dGl

otrl{<



t

'Kenya Medical Supplies Authority
Annral
hor tu

Report and Financial Statements
r ended June 30 2022

The financial statemmts set out on pages 1 to 10 were signed on behalf of the Board of
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Kenya Medical Supplies Authority
Annual Report and Financial Statements
For the year ended June 30, 2022

L6. Statement of Cash Flows for the year ended 30 ]une 2022

Note w 2021/2022 w 2020/2021

Kshs Kshs
Caqh flows from operating activifies a

Receipts

Trarufers from other government entities 1 100,000,000 125,000,000
Public contributions and donations 2 6,383,639 6,383,639
Net Sales (1,,350,679,051\ 1.,377,254,777
Rendering ofServices 4 787,689,1,06 1,543,484,209
Rental Revenue 5 L,298,428 11.,205,348
Finance Lrcome 6 5L8,452,886 6L6,085,g47
Othel Income 7 26,392,466 64,299,118
Total Receipts 89,597A74 3,683,712,936
Payments

Use of goods and services 8 1.,689,600,811 7,847,724,360
Employee costs 9 7,223,659,Lg6 'L,264,329,720

Board erpenses 10 28,'1,07,1,61, 17,68L,305
Depreciation and amortization expense 1L 779,174,766 117,830,125
Rep airs and maintenance 12 21,134,746 32,677,271,
Finance cosb 13 L,707,691 7,769,676
Total Expenses 3,083,394,361 3,282,017,396

Net Surplus (2,993,796,99n 40'1,,707,540
Decrease/ ([rcrease) in Current Assets 3,81.4,176,247 '1,,445,079,896

Increase/ (Decrease) in Curent Liabilities 388,657,3s0 (3,927,571,,096',,

Lncrease/ (Decrease) in Deferred Income 61.0,688,961 740,028,640
Asset DisposaIQ\fBV)
Depreciation and amortization expense 18 119,174,766 117,830,125
In cash support on Expenditure
Net cash flows from operating activities '1,,938,910A37 (1,r2o,930,996
Cash flows used in investing activities
Purchase of property, plant equipment arrd intangibie 24 (L,391.,206,362\ (964,L64,992)

Proceeds From Disposal OfFixed Assets 14 2,921,270
lncrease/decrease in non cuuent receivable (8,567,096) 6.300,000'
Net cash flows used in investing activities (1,396,846,189 (969,464,992)

Cash Flows from Financing activities
KEMSA Capital
Accumulated Funds
Revaluation reserve
Net cash flows used in financing activities
Net increase/(decrease) in cash and cash equivalents 541064,248 (2"339,533,600)
Cash and cash equivalents at 1.July 2021 8,173,988,990 1.0,453,522,590
Cash and cash equivalents at 30th June 2022 20 8,656,053,239 8,L13,ggg,gg0
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Kenya Medical SuPPlies AuthoritY
Annual lteport and Financial Statements

For the year ended June30r2022

18. Notes to the Financial Statements

1,. Generallnformation

Kenya Medical Supplies Authority (KEMSA) is established by and derives its

authority and accountability from Kenya Medical supplies Authority (KEMSA) Act

of 2013. Kenya Medical Supplies Authority (KEMSA) is wholly owned by the

Government of Kenya and is domiciled in Kenya. Kenya Medical Supplies

Authority (KEMSA)'s principal activity is Procurement, Warehousing and

Distribution of Health Products and Technologies to Public health facilities.

2. Statement of Compliance and Basis of Preparation

The financial statements have been prepared on a historical cost basis except for the

measurement at re-valued amounts of certain items of property, plant and

equipmen! marketable securities and financial instruments atfatr value, impaired

assets at their estimated recoverable amounts and actuarially determined liabilities

at their present value. The preparation of financial statements in con{ormity *ith

I-nternational Public Sector Accounting Standards (IPSAS) allows the use of

estimates and assumptions. It also requires management to exercise judgement in

the process of applying the Kenya Medical Supplies Authority (KEMSA)'s

accounting policies. The areas involving a higher degree of judgement or

complexity, or where assumptions and estimates are significant to the financial

statements, are disclosed in Note 5 of these financial statements.

The financial statements have been prepared and presented in Kenya Shillings,

which is the functional and reporting currency of the Kenya Medical Supplies

Authority (KEMSA).

The financial statements have been prepared in accordance with the PFM Act, the

State Corporations Act (include any other applicable legislation), and International

12



Kenya Medical Supplies Authority
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Notes to the Financial Statements (Continued)

Public Sector Accounting Standards (IPSAS). The accounting policies adopted have

been consistently applied to all the years presented.

3. Adoption of New and Revised Standards

i. Neu and amended standards and interpretations in issue ffictiae in the year ended 30

lune 2022.

IPSASB deferred the application date of standards from 1st lanuary 2022 owtng to

Covid 19. This was done to provide entities with time to effectively apply the

standards. The deferral was set for l,st January 2022.

ii. Neut anil amended stanilards anil interpretations in issue but not yet effectioe in
the year ended 30 lune 2022.

IPSAS 41:

Financial

Instruments
The objective of IPSAS 4'1, is to establish principles for the

financial reporting of financial assets and liabilities that will
present relevant and usefuI information to users of financial

statements for their assessment of the amounts, timing and

uncertainty of an Entity's fufure cash flows.

IPSAS41 provides users of financial statements with more usefuI

information than IPSAS 29,by:

. Applying a single classification and measurement

model for financial assets that considers the characteristics

Applicable: Ist Janua ry 2023:

13
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of the assefs cash flows and the objective for which the

asset is held;

. Applyrng a single forward-looking expected credit loss

model that is applicable to all financial instruments subject

to impairment testing; and

. Applying an improved hedge accounting model that

broadens the hedging arrzmgements in scope of the

guidance. The model develops a strong link between an

Entity's risk management strategies and the accounting

treatnent for instruments held as part of the risk

management strategy.

The objective of this Standard is to improve the televance, faithful

representativeness and comparability of the irrformation that a

reporting Entity provid.es in its financial statements about social

benefits. The information provided should help users of the

financial statements and general-purpose financial reports

(a) The nature of such social benefits provided by the Entity

Applicabl e: lst I anu,ary 2023

assess:

IPSAS 42:

Social Benefits
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(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.

Amendments

to Other

IPSAS

resulting from

IPSAS 47,

Financial

Instruments

a) Amendments to IPSAS 5, to update the guidance related

to the components of borrowing costs which were

inadvertenfly omitted when IPSAS 4'l-was issued.

b) Amendments to IPSAS 30, regarding illustrative

examples on hedging and credit risk which were

inadvertently omitted when IPSAS 41,was issued.

c). Amendments to IPSAS 30, tg update the guidance for

accounting for financial guarantee contracts which were

inadvertently omitted when IPSAS 4L was issued.

Amendments to IPSAS 33, to update the guidance on classifying

financial instruments on initial adoption of accrual basis IPSAS

which were inad.vertenfly omitted when IPSAS 4L was issued.

Applicable: Lst ]anuary 2023:

Other

improvements

to IPSAS

ApplicableT't f anuary 2023

. IPSAS 22 Disclosure of Financial lnformation about the General

Goaernment Sector.

Amendments to refer to the latest System of National Accounts

(sNA 2008).
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t

t

o IPSAS 39: Employee Benefts

Now deletes the term composite social security benefits as itis no

longer defined in IPSAS.

o IPSAS 29: Financial inshuments: Recognition and

Measurement

standard no longer included in the 2021IPSAS handbook as it is

now superseded by IPSAS 41 which is applicable from 1*January

2023.

Applicable7* f anua.ry 2025

The standard sets out the principles for the recognitiory

measuremen! presentation, and disclosure of leases. The

objective is to ensure that lessees and lessors provide relevant

in-formation in a manner that faithfully represents those

transactions. This irrformation gives a basis for users of financial

statements to assess the effect that leases have on the financial

position, financial performance and cashflows of an Entity.

The new standard requires entities to recognise, measure and

present information on right of use assets and lease liabilities.

IPSAS 43

Applicable 1-'t f anuary 2025

The Standard requires,

IPSAS 44:

Non- Current

Assets Held
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for Sale and

Discontinued

Operations

measured at the lower of carrying amount and fair value less

costs to sell and the depreciation of such assets to cease and:

Assets that meet the criteria to be classified as held for sale to be

presented separately in the statement of financial position and

the results of discontinued operations to be presented separately

in the statbment of financial performance.

Assets that meet the criteria to be classified as held for sale to be

ut. Early adoption of standards

The Entity did not early - adopt any new or amended standards in year

2021,/2022.

4. Summary of Significant Accounting policies

a) Revenue recognition

i) Revenue from non-exchange transactions

Fees. taxes and fines

The Entity rbcognizes revenues from fees, taxes and fines when the event occurs

and the asset recognition criteria are met. To the extent that there is a related

condition attached that would give rise to a liability to repay the amount,

deferred income is recognized instead of revenue. other non-exchange revenues

are recognized when it is probable that the future economic benefits or service

potential associated with the asset will flow to the Entity and the fair value of the

asset can be measured reliably.
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' Note's to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

Transfers from other government entities

Revenues from non-exchange transactions with other goverrurtent entities are

measured at fur value and recognized on obtaining control of the asset (cash,

goods, services and propeftfl rt the transfer is free from conditions and it is

probable that the economic benefits or service potential related to the asset will

flow to the Entity and can be measured reliably. Recurrent grants are recognized

in the statement of comprehensive income. Development/capitaT grants are

recognized in the statement of financial position and realised in the statement of

comprehensive income over the useful life of the assets that has been acquired

using such funds

Rendering of services

The Entity recognizes revenue from rendering of services by reference to the

stage of completion when the outcome of the transaction can be estimated

reliabty. The stage of completion is measured by reference to labour hours

incurred to date as a percentage of total estimated labour hours.

Where the contract outcome cannot be measured reliably; revenue is recognized

onty to the extent that the expenses incurred are recoverable.

Sale of goods

Revenue from the sale of goods.is rbcognized when the significant risks and rewards

of ownership have been transferred to the buyer, usually on delivery of the goods

and when the amount of revenue can be measured reliably, and it is probable that

l8



Kenya Medical Supplies Authority
Annual Report and Financial Statements
For the year ended June 30,2022

Notes to the Financial Statements (Continued)

Summary of Significant Accounting policies (Continued)

the economic benefits or service potential associated with the transaction will flow
to the Entity.

Interest income

}rterest income is accrued using the effective yield method. The effective yietd

discounts estimated future cash receipts tlrough the expected life of the financial

asset to that asset's net carrying amount. The method applies this yield to the

principal outstanding to determine interest income each period.

ii) Revenue from exchange transactions

Dividends

Dividends or similar distributions mustbe recognized when the shareholder's or

the Entity's right to receive payments is established.

Rental income

Rental income arising from operating leases on investment properties is

accounted for on a straight-line basis over the lease terms and included in

revenue.

b) Budget information

The original budget for FY 2021-2022was approved by the National Assembly

on lune 30, 2021. Subsequent revisions or additional appropriations were made

to the approved. budget in accordance with specific approvals from the

appropriate authorities. The additional appropriations are added to the original

budget by the Entity upon receiving the respective approvals in order to

conclude the final budget. The Entity didn'trecorded additional appropriations

t9
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Notes to thd Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

Budget inforqration (continued)

The Entity's budgetis prepared on a differentbasis to the actual income and expenditure

disclosed in the financial statements. The financial statements are prepared on accrual

basis using a classification based on the nature of expenses in the statement of financial

performance, whereas the budget is prepared on a cash basis. The amounts in the

financial statements were recast from the accrual basis to the cash basis and reclassified

by presentation to be on the same basis as the approved budget A comparison of budget

and actual amounts, prepared on a comparable basis to the approved budget, is then

presented in the statement of comparison of budget and actual amounts.

Lr addition to the Basis difference, adjustorrents to amounts in the financial statements are

also made for differences in the formats and classffication schemes adopted for the

presentation of the financial statements and the approved budget

There is no reconciling amount between the actual amorrnts on a comparable basis

included in the statement of comparison of budget and actual amounts and the actuals as

per the statement of financial performance has been presented in page 1 of these financial

statements.

c) Taxes

Current income tax

Current income tax assets and liabilities for the current period are measured at the

amount expected to be recovered from or paid to the taxation authorities. The tax rates

and tax laws used to compute the amount are those that are enacted or substantively

enacted, at the reporting date in the area where the Entity operates and generates taxable

20
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

income. Current income tax relating to items recognized directly in net assets is

recognized in net assets and not in the statement of financial performance.

Management periodically evaluates positions taken in the tax returns with respect to

situations in which applicable tax regulations are subject to interpretation and establishes

provisions where appropriate.

Deferred tax

Deferred tax is provided using the liability method on temporary differences between the

tax bases of assets and liabilities and their carrying amounts for financial reporting

purposes at the reporting date.

Deferred tax liabilities are recognized for all taxable temporary differences, except in

respect of taxable temporary differences associated with investments in controlled

entities, associates and interests in joint ventures, when the timing of the reversal of the

temporary differences can be controlled and it is probable that the temporary differences

will not reverse in the foreseeable fufure.

Deferred tax assets are recognized for all deductible temporary differences, the cafiy

forward of unused tax credits and any unused tax losses. Deferred tax assets are

recognized to the extent that it is probable that taxable profit will be available against

which the deductible temporary differences, and the carry forward of unused tax credits

and unused tax losses can be rtlltzed, except in respect of deductible temporary

differences associated with investnents in conkolled entities, associates and interests in

joint ventures, deferred tax assets are recogni zed onTy to the extent that it is probable that

the temporary differences will reverse in the foreseeable.future and taxable profit will be

available against which the temporary differences can be utilized.
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' Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

The carrying amount of deferred tax assets is reviewed at each reporting date and

reduced to the extent that it is no longer probable that sufficient taxable profit will be

available to allow all or part of the deferred tax asset to be utilized.

Unrecognized deferred tax assets are re-assessed at each reporting date and are

recognized to the extent that it has become probable that future taxable profits will allow

the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply

in the year when the asset is realized or.the liability is settled, based on tax rates (and tax

laws) that have been enacted or substantively enacted at the reporting date.

Deferred tax relating to iterns recognized outside surplus or deficit is recognized outside

surplus or deficit Deferred tax items are recognizedir:. correlation to the rrnderlying

transaction in net assets. Deferred tax assets and deferred tax liabilities are offset if a

]egally enforceable right exists to set off current tax assets agai4st current income tax

liabilities and the deferred taxes relate to the same taxable Entity and the same taxation

authority.
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting policies (Continued)

Sales tax

Expenses and assets are recognized net of the amount of sales tax, except:

i) When the sales tax incurred on a purchase of assets or services is not recoverable

from the taxation authority, in which case, the sales tax is recognized as part of
the cost of acquisition of the asset or as part of the expense item, as applicable

ii) When receivables and payables are stated with the amount of sales tax included

The net amount of sales tax recoverable from, or payable to, the taxation

authority is included as part of receivables or payables in the statement of
financial position.

d) Investment properfy

Investrnent properties are measured initially at cos! inctuding transaction costs. The

carrying amount includes the replacement cost of components of an existing

investmentproperty at the time that cost is incurred if the recognition criteria are met

and excludes the costs of day-to-day maintenance of an investrrent property.

Investnent property acquired through a non-exchange transaction is measured at its

fair value at the date of acquisition. Subsequent to initial recognition, investunent

properties are measured using the cost model. Lrvestment properties are

derecognized either when they have been disposed of or when the investrnent

property is permanenfly withdrawn from use and no future economic benefit or

service potential is expected from its disposal. The difference between the net

disposal proceeds and the carrying amount of the asset is recognized in the surplus

or deficit in the period of de-recognition. Transfers are made to or from investment

property only when there is a change in use.
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

e) Property, plant and equiPment

All property, plarft and.equipment are stated at cost less accumulated depreciation

and impairment losses. Cost includes expenditure that is directly attributable to the

acquisition of the items. When significant parts of property, plant and'equipment are

required to be replaced at intervals, the Entity recognizes such parts as individual

assets with specific useful lives and depreciates them accordingly. Likewise, when a

major inspection is performed, its cost is recognized in the carrying amount of the

plant and equipment as a replacement if the recognition criteria are satisfied. AIl

other repair and maintenance costs are recognized in strrplus or deficit as incurred.

Where an asset is acquired in a non-exchange transaction for nil or nominal

consideration the asset is initially measured at its fair value'
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting policies (Continued)

0 Leases

Finance leases are Ieases that transfer substantially aII of the risks and benefits incidental

to ownership of the leased item to the Entity. Assets held under a finance lease are

capitalized at the corunencement of the lease at the fair value of the leased property or,

if lower, at the present value of the future minimum lease payments. The Entity also

recognizes the associated lease liability at the inception of the lease. The liability
recognized is measured as the present value of the future mfudmum lease payments at

initial recognition. Subsequent to initial recognition, lease payments are apportioned

between finance charges and reduction of the lease Iiability so as to achieve a constant

rate of interest on the remaining balance of the liability. Finance charges are recognized

as finance costs in surplus or deficit. An asset held under a finance lease is depreciated

over the usefuI life of the asset. However, if there is no reasonable certainty that the Entity

will obtain ownership of the asset by the end of the lease term, the asset is depreciated

over the shorter of the estimated useful ltfe of the asset and the lease term.

Operating leases are leases that do not transfer substantialty all the risks and benefits

incidental to ownership of the leased item to the Entity. Operating lease payments are

recognized as an operating expense in surplus or deficit on a straight-line basis over the

lease term.

gl Intangible assets

Intangible assets acquired separately are initially recognized at cost. The cost of intangibte

assets acquired in a non-exchange transaction is their fair value at the date of the

exchange. Following initial recognition, intangibte assets are carried at cost less any

accumu-lated amortizafion and accumulated impairment losses. Internally generated

intangible assets, exciuding capitaltzed development costs, are not capitalized and
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' expenditure is reflected in surplus or deficit in the period in which the expenditure is

incurred.

The useful life of the intangible assets is assessed as either finite or indefinite.

h) Research and development costs

The Entity expenses research costs as incurred. Development costs on an individual

project are recognized as intangible assets when the Entity can demonstrate:

i) The technical feasibility of completing the asset so that the asset will be

available for use or sale

ii) Its intention to complete and its ability to use or sell the asset

iii) How the asset will generate future economic benefits or service potential

iv) The availability of resources to complete the asset

v) The abiJity to measure reliably the expenditure during development.

Following initial recognition of an asse! the asset is carried at cost less any accumulated

arr:Lorttzat:lon and accumulated impairment losses. Amortization of the asset begins when

development is complete, and the asset is available for use. It is amortized over the period

of expected future benefit. During the period of development, the asset is tested for

impairment annually with any impairment losses recognized immediately in surplus or

deficit.

i) Financial instruments

a) Financial assets

Initial recognition and measurement

Finaacial assets within the scope of IPSAS 29 Financial Instruments: Recognition and

Measurement are classified as financial assets at fau value through surplus or deficit,

loans and receivables, held-to-matwity investrnents or available-for-sa1e financial assets,

as appropriate. The Entity determines the classification of its financial assets at initial

recognition.
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting policies (Continued)

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable

payments that are not quoted in an active market. After initial measurement, such

financial assets are subsequently measured at amortized cost using the effective interest

method, less impairment. Amortized cost is calculated by taking into account any

discount or premium on acquisition and fees or costs that are an integral part of the

effective interest rate. Losses arising from irnpairment are recognized in the surplus or

deficit.

HeId-to-maturity.

Non-derivative financial assets with fixed or determinable payments and fixed maturities

are classified as held to maturity when the Entity has the positive intention and ability to

hold it to maturity. After initiat measurement, held-to-maturity investorrents are

measured at amorttzed cost using the effective interest method, less impairment.

Amortized 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. The losses arising from

impairment are recognized in surplus or deficit.

Imnairment of financial assets

The Entity assesses at each reporting date whether there is objective evidence that a

financial asset or an Entity of financial assets is impaired. A financial asset or an Entity of

financial assets is deemed to be impared,rt, and only if, there is objective evidence of

impairment as a result of one or more events that has occurred after the inifial recognition

of the asset (an incurred 'loss evenfl) and that loss event has an impact on the estimated
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

future cash flows of the financial asset or the Entity of financial assets that can be reliably

estimated. Evidence of impairment may include the following indicators:

i) The debtors or an Entity of debtors are experiencing significant financial

dfficulty.

ii) Default or delinquency in interest or principal payments

iii) The probability that debtors will enter bankruptcy or other financial

reorganization.

iv) Observable data indicates a measurable decrease in estimated future cash flows

(e.g., changes in arrezus or economic conditions that correlate with defaults)

b) Financial liabilities

Initial recognition and measurement

Financial liabilities within the scope of IPSAS 29 are classified as financial liabilities atfarr

value through surplus or deficit or loans and borrowings, as appropriate. The Entity

determines the classification of its financial liabitities at initial recognition. AII financial

liabilities are recognized initially at falr value and, in the case of loans and borrowings,

plus directly athibutable transaction costs.
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

Loans and borrowing

After initial recognition, interest bearing loans and borrowings are subsequently

measured at amorfrzed cost using the effective interest method. Gains and losses are

recognized in surplus or deficit when the Iiabilities are derecognized as well as through

the effective interest method arrorLtzatton process. Amortized cost is calculated by

considerin g airry discount or premium on acquisition and fees or costs that are an integral

part of the effective interest rate.

i) Inventories

Inventory is measured at cost upon initial recognition. To the extent that inventory was

received through non-exchange transactions (for no cost or for a nominal cost), the cost

of the inventory is its fair value at the date of acquisition. Costs incurred in bringing each

product to its present location and conditions are accounted for, as follows:

i) Raw materials: purchase cost using the weighted average cost method.

ii) Finished goods and work in progress: cost of direct materials and labour and a

proportion of manufacturing overheads based on the normal operating capacity

but excluding borrowing costs.

After initial recognition, inventory is measured at the lower of cost and net realizable

value. However, to the extent that a class of inventory is distributed or deployed at no

charge or for a nomina-l charge,that class of inventory is measured at the lower of cost

and current replacement cost. Net realizable value is the estimated selling price in the

ordinary cou.rse of operations, less the estimated costs of completion and the estimated

costs necessary to make the sale, exchange, or distribution. Lrventories are recognlzed as

an expense when deployed for uhh,zation or consumption in the ordinary course of

operations of the Entity.
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Summary of Significant Accounting Policies (Continued)

k) Provisions

Provisions are recognized when the Entity has a present obligation (legal or constructive)

as a result of a past event, it is probable that an ouflow 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. \rVhere the Entity expects some or all of a

provision to be reimbursed, for example, under an insurance contract the reimbursement

is recognized as a separate asset only when the reimbursement is virtually certain. The

expense relating to any provision is presented in the statement of financial performance

net of any reimbursement

l) Contingentliabilities

The Entity does not recogmze a contingent liability but discloses details of any

contingencies in the notes to the financial statements, unless the possibility of an ou$low

of resources embodying economic benefits or service potential is remote.

m) Contingent assets

The Entity 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 Entity 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 rebably, the asset and the related revenue are recognized

in the financial statements of the period in which the change occurs.
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Summary of Significant Accounting Policies (Continued)

n) Nature and purpose of reserves

The Entity creates and maintains reserves in terms of specific requirements. KEMSA

maintains four types of reserves; KEMSA Capital, Accumulated funds reserve, revenue

reserve and revaluation reserve.

KEMSA Capital- this reserve is made up gf the value of inventory, owned by Ministry of

Health, as at the time held by KEMSA.

Changes in accounting policies and estimates

The Entity recognizes the effects of changes in accounting policy retrospectively. The

effects of changes in accounting policy are applied prospectively il retrospective

application is impractical.

o) Employee benefits

Retirement benefit plans

The Entity provides retirement benefits for its employees and directors. Defined

contribution plans are post-employment benefit plans under which an Entity pays fixed

contributions into a separate Entity (a fund), and will have no legal or constructive

obligation to pay further contributions if the fund does not hold sufficient assets to pay

all employee benefits relating to employee service in the current and prior periods. The

contributions to fund obtgations for the payment of retirement benefits are charged

against income in the year in which they become payable. Defined benefit plans are post-

employment benefit plans other than defined-contribution plans. The defined benefit

funds are actuarially valued tri-annually on the projected unit credit method basis.

Deficits identified are recovered through lump sum payments or increased future
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Summary of Significant Accounting Policies (Continued)

contributions on proportional basis to all participating employers. The contributions and

lump sum payments reduce the post-employmentbenefit obligation.

p) Foreign crurency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange

on the date of the transaction. Trade creditors or debtors denominated in foreign currency

are reported at the statement of financial position reporting date by applying the

exchange rate on that d.ate. Exchange differences arising from the settlement of creditors,

or from *re reporting of creditors at rates different from those at which they were initially

recorded during the period, are recogni zed asincome or exPenses in the period in which

they arise.

q) Borrowing costs

Borrowing costs are capitaTized.against qualifying assets as part of property, plant and

equipment

Such borrowing costs are capitaltzed over the period during which the asset is being

acquired or constructed and borrowings have been incurred. Capitalization ceases when

construction of the asset is complete. Further borrowing costs are drarged to the

statement of financial performance.

4 Related parties

KEMSA regards a related parry as a person or an Entity with the abtJtty to exert control

individually or jointly, or to exercise significant irrfluence over the authority, or vice

versa. Members of key management are regarded as related parties and comprise the

directors, the CEO and senior managers
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summary of significant Accounting poricies (Continued)

s) Service concession arrangements

KEMSA analyses all aspects of service concession arrangements that it enters into in
determining the appropriate accounting treatnent and disclosure requirements. h
particular, where a private Patry contributes an asset to the uurangement, the authority
recognizes that asset wheru and only when, it controls or regulates the services the

operator must provide together with the asset, to whom it must provide them, and at
what price.

I::r the case of assets other than 'whole-of-life' assets, it controls, through ownership,
beneficial entitlement or otherwise - any significant residual interest in the asset at the

end of the arrangement. Any assets so recognized. aremeasured. at their fair va1ue. To the
extent that an asset has been recognized, the authority also recognizes a corresponding
liability, adjusted by a cash consideration paid or received.

t) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits

on call and highly liquid investrnents with an original maturity of three months or less,

which are readily convertible to known amounts of cash arrd are subject to insignificant
risk of changes in value. Baxk account balances include amounts held at the Central Bank

of Kenya and at various commercial banks at the end of the finalcial year. For the

PurPoses of these financial statements, cash and cash equivalents also include short term
cash imprests and advances to authorised public officers and/ or institutions.
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

u) Comparative figures

Where necessary comparative figures for the previous financial year have been

amended or reconfigured to conform to the required changes in presentation.

v) Subsequentevents

There have been no events subsequent to the financial year end with a significant

impact on the financial stafements for the year ended June 30, 2022.

5. Significant ]udgments and sources of Estimation uncertainty

The preparation of the Entity's financial statements in conformity with IPSAS requires

m;Lnagement to make judgments, estimates and assumptions that affect the reported

amounts of revenues, expenses, assets and liabilities, and the disclosure of contingent

liabilities, at the end .of the reporting period. However, uncertainty about these

assumptions and. estimates could result in outcomes that require a material adjushent

to the c25;rying amount of the asset or liability affected in future periods. State aII

judgements, estimates and assumptions made:

Estimates and assumPtions

The key assumptions concerning the future and other key sources of estimation

uncertainty at the reporting date, that have a significant risk of causing a material

adjustrrrent to the catyingamounts of assets and liabilities within the nextfinancial Y€tr,

are described below. The Entity based its assumptions and estimates on parameters

available when the consolidated financial statements were prepared. However, existing

circumstances arrd assumptions about future developments may change due to market

changes or circumstances arising beyond the control of the Entity. Such changes are

reflected in the assumptions when they occur. IPSAS 1"'1'40

34



Kenya Medical Supplies Authority
Annual Report and Financial Statements
For the year ended June 30,2022

Notes to the Financial Statements (Continued)

Significant |udgments and Sources of Estimation Uncertainty (Continued)

Useful lives and residual value

The usefuI Hves and residual values of assets are assessed using the following indicators

to inform potential future use and value from d.isposal:

a) The condition of the asset based on the assessment of experts employed by the Entity.
b) The nature of the asse! its susceptibility and adaptability to changes in technology

and processes.

c) The nature of the processes in which the assetis deployed.

d) Availability of funding to replace the asset.,

e) Changes in the market in relation to the asset

Provisions

Provisions were raised and management determined an estimate based on the
information available. Additional disclosure of these estimates of provisions is included
in Note 40.

Provisions are measured at the managementts best estimate of the expenditure required
to settle the obligation at the reporting date, and are fiscounted to present value where
the effect is material. KEMSA records accruals for revenue earned but not received as at
the date of reporting and for expenses when the expense is due but not invoiced as at the
date of reporting. The revenue earned and expenses d.ue are estimated based on
contracted rates between the Authority and Business partrer.
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7. Pablic Contributions and Donations

Income From Donations

Fy 202'1,-2022

Kshs
6,393

Fy 2020-2021,

Kshs
6 ,639

Total Public Contributions and Donations 6,393,639
The amount relates to tsrecognized that accruedhas usebenefi donated AssetsFixed tofro* ,f

Athe s Partnersuthority by trategic

I

Sale Revenue -Pharmaceutical

SaIe Revenue -Non-Pharmaceuticals
Sale Revenue -Non-Pharmaceuticals -Covid-1 9
commodities

Sales Revenue -UHC-Pharmaceuticals

Sales Revenu e-L]IHC-Non-Pharmaceuticals
Total sales revenues
Cost of Sales
Cost of Sales CGS (Pharms)
Cost of Sales -CGS (Non-Pharms)
Cost of Sales -CGS (Non-Pharms)-Covid-19
commodities
Cost of SaIes-CGS-tIHC (Pharms)

8. Net Sales

Cost of Sales-CGS-UHC -Pharms

Fy 202t-2022
Kshs

3,452,060,771

2,170,595,375

523,7L6,900

79,419,435

92,477,306

6,317,\99,727

3,797,919,253
'1,,940,300,934

1",797,954,354

60,185,726
81,457,510

w 2020-2021

Kshs
2,070,014,129

'1,,999,090,253

2,399,910,944

7,755,929,455

8,222,933,790

L,853,919,g6'J.
-1,770,542,066

'L,849,2M,965
'1,,43'1,,972,273

Total cost of sales 778 6,905,579
Net Sales

selling commodities

Faith ,f
7,466,570

221,991,557.9. incurred exptnes dities

The reaenue earned and cost incurred xn torelates sale Imedicaof
ato u healthlic es thexflpub andcountiesfaciliti other customers likesupplementa ry

asedB nstitutions Uniaand ersities. costThe sales includes aalue "fstocks sh.to 41lexpl red/damaged Donatedandamounting tos 7)cks atalued
sh. KEMSA lsoa Con 19oaid commo atoalued
sh.
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other sources as

FY 2020-202L
Kshs
400,376,053

936,352,570
20,83'1,,142

177,204,106

F\ 2021-2022
Kshs

12,671,,423

512,669,708

15,541.,387

2'L6,643,654

30,1

Supply Chain Fees: -USAID
-Global Fund
-UNICEF
-Ministry of Health

9. Rendering of Servlces

-Other Partrers
06787Total income

WarbhousingThis Distributionanilto earned Procurement,relatesenuefea fo,fees
ae.aboas listedStraKEMSAtorenderedseroices

w 2020-202L
Kshs

1'1.,205,348

Fv 2021-2022
Kshs

1,,298

L0. Rental Revenue

Rental Lrcome
Total income

YearFinanci

Allore andoBtenants Kenya irwaysKEMSAwasorIncomeIRenta fromyearprifo, tRenta LflCOme202730tht|l fo,endedleases funetheirbuttatheduing
rent.atIacclaaXS flnodthe

EY 2020-2021.

Kshs
,847

w 2021.-2022
Kshs
518Barrk Interest Received

1L. Finance Income

Total income
This is income earnedfrom the Authoities bank curtent accounts at

tiated interest rates.
thefunds in

w 2020-2021
Kshs

1-1.,461,,706

50,174,089
2,663,323

Ey 2021,-2022

Kshs
2,000
4,510

1,,829,205

24,556

Sale of Tender Documentsr/
Sale of Waste Materials'
Forex Realized Gain
Direct Revenue (MCP-Cost Recovery)

L2. Other Income

Other Miscellaneous Income

Total other income
These frre reaeflues earned

38

abooe



Kenya Medical Supplies Authority
Annual Report and Financial Statements
For the year ended June 30,2022

Notes to the Financial Statements (Continued)

13.Use of Good and Services

Electricity
Water
Professional seivices
Subscriptions
Advertising
Admin Expenses

Audit fees

Conferences and delegations
Consulting fees

Fuel and oil
Insurance
Legal expenses
Licenses and permits
Chemicals
Water purification cost
Postage
Printing and stationery
Iliie charges

Rental
Security costs

Vehicle Maintenance
Fork Lift Maintenance
Maintenance of own Trucks

Sewage treatment costs
Skills development levies
Inventory scrapping
Telecommunication
Training
Travel, accommodation, subsistence and other
allowances*
Other

w 202't-2022

Kshs
12,655,9'1.2

651,796

1,995,445

15,593,911
942,506,072

4,273,300
14,193,760
37,9'J.0,274

29,499,949
149,650,494
126,365,772

9,42.4,434

85,821,747
184,794,990

266,339
7,853,995

86,394,'1.50

27,476,733

15,079,397

1,,422,045

2,239,229

24,699,995
16,634,47L

Fy 2020-2021.

Kshs
15,795,502

ggg,Tgg

1,917,290

19,799,355

900,576,996

3,500,000
7,940,795

14,549,419

25,0M,665
159,1,02,627

99,993,937
7,225,526

217,175,902
20,149,703

13,299,735

3,622,426
2,229,676

124,0'14,172

179

577,304
14,990,502

19,'1,46,035
'16,604,253

Total Use of Good and Services
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FY 2021-2022

Kshs
792,L69,114

8,350,464

713,749

179,282,000

3,657,470

10,095,000

2,754,000

2,094,900

136,550,51'L

10,388,000

766,840

46,860,000

13,077,766

498,000

13,L76,863

(31,,208)

13,865;8t7

Basic Pay

Overtime
Arrears
House Allowance
Acting Allowance
Bonus
Leave Allowance
Entertainment Allowance
NSSF (Kemsa Part)

Gratuity and Perrsions

Comrn-ittee Allowances
Special DuW Allowances
Transport Allowance
Other Taxable Benefits

Casual and Contract Employees

Ex-Gratia Payments

ShiftAllowance
StaffSeconded to K-emsa '

14. Employee costs

Internshi sti

F\ 2020-2021

Kshs
8'1,0,404,905

1'1.,675,220

855,85L

189,745,806

4,940,993

8,622,500

2,777,226

2,239,000

144,396,940

11,,427,200

38,235

50,11'1,,51,6
'1,6,519,529

'1,,002,506

360,618

9,682,676

531,000

Total em costs
The Employee cost for the year ended was Ksh.7,223 Billion representing a 970/o budget
a

15. Board expenses

BOD Sitting & Lunch Allowances
BOD Travel & Accommodation Exp.

BOD Conferences

BOD Honoraria & Other Allowances

F\ 2021-2022

Kshs
13,956,000

1'1,,724,28'1,

1,,482,880

1,044,000

I

w 2020-2021

Kshs
t 8,8M,000
/ s,995,59s
r'' 1,797,720
t '1.,044,000

Total BOD expenses 28,107,161 17,681.,305
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L6. Depreciation & amortization

Buildings - Depreciation
Plant & Machinery - Depreciation
Office Equipment - Depreciation
Furniture & Fittings - Depreciation
Computer Equipment - Depreciation
Intangible Assets - Dbpreciation
Motor Vehicles - Depreciation

Fy 2021-2022
Kshs
32,596,999

2'1,,71_6,403

7,682,51'L

4,671,962
72,042,074

'1,293,71'L

39,'L 6

w 2020-202'1.

Kshs
32,588,150
17,873,42L

4,954,666
4,714,010
7,854,777

323,428

49,52'1.,674

Total depreciation & amortization 119,174,766 117,830,1?5

L7.Repair & Maintenance

Repairs to Buildings and Roads
Maintenance of QA Too1s & Equipment
Plant Repairs & Maintenance
Computer Stationery Expenses
Computer Maintenance Expenses
Computer Maintenance Agreement
Purchase of Tools & Maintenance

w 2021.-2022
Kshs

L,898350
378,901

1,231,779
11,,512,003
'1.,537,504

4,576,209

w 2020-202L
Kshs

3,576,840

?,783,075
803,743

5,46'J_,473

2,M2,876
3,089,612
1,634,03'l_

Total Repair & Maintenance - 21,13,4,746 19;79t,591

18. Finance costs

Bank Charges

FY 2021.-2022

Kshs
'1,,707,691

w 2020-202L
Kshs

1,768,676
Total finance costs 'j,,707,69L 1,,768,676

19. Other gains/(losses)

Gain on Disposal of Assets
Loss on Disposal of Assets

Fy 2021-2022
Kshs

2,902,916"
(841,460)

Fv 2020-2021
Kshs

Total Other gains/(losses) 2,061.456
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w 2020-2021
Kshs

0

812,74'J.

'18,843,438

70,432
412,412,454

'J.,22L

262,789,312

L,243,065,882
66,665,526

339,857,90;0

1,920,37L

1.,959,665

125,683
9,760

?2,373

7,092,339

909

1,069,586
'L,029,785

4;19i5;195
174,107

40,480,896
'1.,351,,267,598

3,237,732,786

'1.,077,17-1.,295

1,,657,647

43,558,62-1,

L,467

F\ 2021-2022
'Kshs

0

16,909,238
18,843,438

6,'J.53,761

297,207,049
921

635,438,430

997,925,867
738,301,,227

753,725,118

(0)

700,457,202
4,341.,306,340

144,599,872
495,137

453,077

0

o
0

PETTY CASH
NBK - OPERATIONS
WORLD BANK E.A LAB PROIECT

NBK DISTRMUTION
KCB DRUGS
KCB DISTRIBUTION
CBA
CO-OP - MEDICAL GRANTS
co-oP BANK GF OPERATIONS (KSH)

co-oP BANK GF OPERATIONS (USD)

co-oP BANK GF ATM R4P1 (USD)

co-oP BANK GF ATM R5P1 (USD)

co-oP BANK GF ATM R6 (USD)

co-oP BANK GF ATM R4P2 (USD)

co-oP BANK GF ATM R5P2 (USD)

CO-OP BANK GF ATM R7P1

CO-OP BANK GF ATM R4P2
CO-OP BANK GF ATM R5P1

co-oP BANK GF ATM R6 (KSH)

CO:OP BANK GF ATM'R7PI -

WORLD BANK HSSP NON-POOLED
WORLD BANK HSSP POOLED PROIECT

SSD CO-OP BANK
SSD EQTI]TY BANK
KEMSA EQUITY WAREHOUSE
CONSTRUCTION PROJECT

KEMSA EQUITY BANK OPERATIONS (KSH)

KEMSA EQTIITY BANK OPERATIONS (USD)

MPESA BITLK PAYMENT

Cash and Cash Equivalents

Total cash and cash alents

to close a1l Global funds account held at KEMSA.

47,226,860
Auuthority's

tionalAu

amountan sh.ofsh.o{ 1Sbalance ,238cashand 9,656,053theur cashIncluded equivalents
hencefrrndsPartnerstiesactivi andfor.3518 Developmentspecificringfenced

utilizationfor1e the thoriAYfunds balJ.aTheuse.A{or ty'savailable onlynot
aNinstructedwasthe2022FY2021the by.38.sh.1S 085 thorityDuring,826,377
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20 (b) Cash and Cash Equivalents

Current accounts

Cash on Hand and On Transit

EY 2021-2022

Kshs
9,656,053,239

(0)

Fv 2020-2021,

Kshs
8,113,999,990

(0)

Total cash and cash e 9,656,053,23;g 8,113,999,990

21-. Receivables from Exchange Transactions

\Trade Debtors -Receivable

w 2021"-2022

Kshs
5,554,133,999

w 2020-202L

Kshs
5,756,959,122

Total receivables from transactions. 5

Receivables from Non-Exchange

Qlhgr p ebtors :- _U;1tryqicg d B-eceir. able q

Insurance Receivables .

Travel Imprest Debtors

Staff SaIary Advances Debtors
Standing Innprest Debtor
StaffPetty Cash Debtor
Board imprest debtor
StaffMedical Advances
Staff Accountable Imprest
Rent Deposit
Interest Receivable

Withheld vat receivable

Transactions

t

F\ 2021-2022

Kshs

'L,437,335

1

2,359,757

2,779,32'1,

81

w 2020-2021,

Kshs

'1,800,775

23,802

186,709

22,700

2,196,129

200,000

Total receivables from non-exchange
transactions 4,430,114
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\

Fv 2020-2021

Kshs

17,554,455,351
2,939,878

1,,134,706

w 2021-2022

Kshs

13,958,506,662

3,815,509

575

Medical Strpplies-Pharmaceutical & Non-

Pharmaceutical Stocks

Consumable stores-Stationery
& Others

Inventories

Consumable stores-

L7
Total inventories at the lower of cost

realizable value
and net

blllion the entity is holding Srdpafiy stocks oalued at

sh.8.083BiLlion
Out of stockoa.lue of sh.73.958
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24 b.Intangible Aesets

TOTALSINTANGIBLECOMPUTER SOFTWARE

coSr

AMORTIZAIION AN D IMPAIRM ENT

L*r,706,95,,.7812,902,037.78130,204,894.00AT TI{E BEGTNNING OF TITE YXAR

r293,7,:t.121293,717.72
AMORTISATION CIIARGE FOR TTIB YEAR

711A00,612.907*,19s,7as.90,,30,204,89L00T TIIE END OP TTIE TXAB

2,263,994.4L2,263,994.47NBV AS AT 30l6tzo22

46



Kenya Medical Supplies Authority
Annual Report and Financial Statements
For the'rrear ended June 30 ,2022

l{otes to the Financial Statements (Continued)

These are rental deposits paid for u.tarehouses that the Authority has rented to store
medical commodities

Out of S.3Billion liabilities there is a liability that relates to COWD supplies aalued
at 437 million that haae been deliaered but not paid for. There is also a liability for
balance of funds meant to pay gooernment taxes and MOH programme commodities
aalued at 4.8 Billion

25. Long Term Receivables from Non-
Exchange Transactions

Long-term Deposit

Fv 2021.-2022

Kshs

62,376,526

w 2020-202L

Kshs
53,8L5,430

Total long-term receivables from non-exchange
transactions 62,376,526 53,8'1,5,430

26.Trade and other payables from exchange
transactions

Trade Creditors - Medical
Trade Creditors - Not Invoiced Receipts

Trade Creditors - Operations
Trade Creditors - Distribution
Trade Creditors - Development Partner's Grants
Stale Cheques - Unclaimed Payments
Rent deposit's - tenants
Withheld vat
Vat output - due
Withheld tax- consultancy
Withheld tax- contractors
Withheld Tax - Rental lncome

Suppliers Funds Retained
ADVANCES RECOVERY
VAT ou t liabiii

w 202't-2022

Kshs
2,464,270,152

437,723,732

508,722,729

76,470,070

4,798,799,977

3,032,429

(2,333)

666

4,804,936

1,599,573

0

27,639,339

300

0

w 2020-2021,

Kshs
2,786,573,806

2,588,077,506

780,784,1,94

772,882,794

7,322,468,876

3,032,428

(1)

(0)

0

7

0

27,639,339

(0)

0

Total trade and other payables from exchange
transactions 8,256,459,842 7,015,398,882
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F\ 2020-2021'

Kshs
1.

(0)

746,989

0

(s)

13,200

1,,147

w 202L-2022

Kshs
1

(0)

1,128,028

3,438,85

1

(7)

L,557,25

15,40

NSSF PAYABLE

NHIF PAYABLE

PAYE PAYROLL PAYABLE

SACCO DEDUCTIONS

PAYROLL CONTROL

PAYE IMPREST PAYABLE

EMPLOYEE IMPREST PAYABLE (REFTJNDS)

BOARD IMPREST PAYABLE (REFUNDS)

EMPLOYEE PETTY CASH PAYABLE (REFUNDS)

transactions

from non-exchange27.Trade andother paYables

EIVIPLOYEE PAYABLES

transactionsables fromTotal

w 2020-2021

Kshs
Fy 2021-2022

Kshs

Payments Received in Advance

72L
Total

thelikecustomersthe AuthorttY fromadaancein byreceiaedateThese funds es.commoditiImedicatoIIHC-ScaleIthHea

w 2020-2027

Kshs
\17,96'L,863

167.,673,093

FX 20Zt-2022

Kshs
1.67,673,093

330,717,836

,673,093

Balance Brought Forward

Additional Provisions

Curent Provisions

Provision 1lnliz.ed
167,673,093330,717,836

Total
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BALB/F
Add: Cumulative bank interest earned on
EAPHLNP Account
Add: Prior period adjustunent on KHSSp interest
earned
Less: Cumulative bank interest earned on
EAPHLNP Account

30. Project Fund

to DANIDAAdd: Interest refundable

w 202L-2022

Kshs

45,723,931

1'1,343,919

276,467

Fy 2020-2021

Kshs
79,943,439

(11,343,91,9)

38 17
ect fundTotal

45,

Medical Commodity Fund

Medical Commo Fund

FY 2021-2022

Kshs
9,819 92,'1,47

FY 2020-202t

Kshs

9,356 '],,0,719

Total medical fund 9 7199

Public Contribution and donations (Current Portion
from Donated Assets

Fy 202L-2022

Kshs
'1,,409,963,935

w 2020-2021

Kshs
799,174,974

Total deferred tncome
798 974

Grantfrom
progress

National

AThe hasuthority the onrecognized the Gof lobal as utorkfundxn on the tofunds thepaid lier Gthe lobalsupp by thefund-at

33. KEMSA Capital

Balance at the end of the Financial year

Fy 202't-2022

Kshs
8

w 2020-2021

Kshs

03
Total KEMSA Ca
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34 Cash Generated from OPerations

Note w 202'1,/2022 w 2020/202'1,

Kshs Kshs

Cashflows from activities
Receipts
Transfers from other entities 1 Lo0,oo0,00o 125,000,000

Pub1ic contributions and donations 2 6,383,639 6,393,639

Net Sales J ('1,,350,619,051) '1.,317,254,777

Rendering of Services 4 797,689,!06 1,543,484,208

Rental Revenue 5 L,298,428 11,205,348

Finance Lrcome 6 518,452,886 6'1,6,085,847

Other Income 7 26,392,466 64,299,118

Total fteceipts 89,597474 3,683,712,936

Payments
Use of and services 8 L,683,604,923 7,847,724,360

costs 9
-L,223,659,\86 1.,264,329,720

Board 10 28,107,161 17,68'J",305

and amortization 1l 119,174,766 117,830,125

ltepairs and' maintenance 12 27,130,634 32,677,211

--- -'13- *-1-,707;69t' -+fl6&676-

Total s 3,083,384,361 3,282,01'1,,396

Net Surplus (2,993,786,887\ 401.,701.,544

Decrease/ (Increase) in Current Assets 3,8-14,176,247 1,445,079,896

Increase in CurrentLiabilities 388,657,350 (3,927,57'1,096\

Increase/ (Decrease) in Deferred Income 610,688,96r 740,A28,640

Asset
tion and amortization 18 1L9,174,766 117,830,125

Lr cash on

Net cash flows from operating activities L,938,9L0,437 ('1.,222,930,896)
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35 Financial Risk Management

The Entity's activities expose it to a variety of financial risks including ffedit and liquidity

risks and effects of changes in foreign cuffency. The Entity's overall risk management

Prograrnme focuses on unpredictability of changes in the business environment and

seeks to minimise the potential adverse effect of such risks on its performance by setting

acceptable levels of risk. The Entity does not hedge any risks and has in place policies to

ensure that credit is only extended to customers with an established credit history.

The Entity's financial risk management objectives and policies are detailed below:

i) Credit risk

The Entity has exposure to creditrisk, which is the risk that a counterparty will be unable

to pay amounts in ful when due. Credit risk arises from cash and cash equivalents, and

deposits with banks, as well as trade and other receivables and available-for-sale financial

invesfonents. Management assesses the credit quality of each customer, taking into

account its financial position, past experience and other factors. Individual risk limits are

se-t,base-d,on internal-or external.assessmentin accordance with limits setby-the directors.--

The amourrts presented in the statement of financial position are net of allowances for

doubtful receivables, estimated by the Entity's management based on prior experience

and their assessment of the current economic environment.

Financial Risk Management

The carrying amount of financial assets recorded in the financial statements representing

the Entity's maximum exposure to credit risk without taking account of the value of any

collateral obtained is made up as follows:
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Financial Risk Management

The customers under the fully performing category are paying their debts as they

continue trading. The credit risk associated with these receivables is minima-l and the

allowance for uncollectible amorrnts that the Entity has recognised in the financial

statements is considered adequate to cover any potentially irrecoverable a-rrrounts. The

Entity has significant concentration of credit risk on amounts due from counties. The

board of directors sets the Entity's credit policies and objectives and lays down

parameters within which the various aspects of credit risk management are operated.

As at 30 June2022

r,569,852,985 4,072,450,3745,642,303,360Receivables from
exchange transactions

7,383,8127,383,812Receivables from non-
exchange transactions

9,656,053,2388,656,053,238Bank balances
10,233,290,035 4,072,450,37414,305,140,410Total

As at 30 June 2021

4,374,248,698L,489,551,9965,863,800,694Receivables from
exchange transactions

4,430,1144,430,114Receivables from non-
exchange transactions

8,113,988,9909,113,988,990Bank balances
4,374,248,698 09,607,971,10013,982,219,798Total

52



Kenya Medical Supplies Authority
Annual Report and Financial Statements
For the vear ended June 30,2022

Notes to the Financial Statements (Continued)

ii) Liquidity risk management

llltimate responsibility for liquidity risk management rests with the Entity's directors,

who have built an appropriate liquidity risk management framework for the

management of the Entify's shor! medium and long-term funding and liqri4rty
management requirements. The Entity manages liquidity risk through continuous

monitoring of forecasts and acfual cash flows.

The table below represents cash flows payable by the Entity under non-derivative

financia-I liabilities by their remaining contractual maturities at the reporting date. The

amounts disclosed in the table are the contractual undiscounted cash flows. Balances due

within 12 months equal their carrying balalces, as the impact of discounting is not

significant.

Liquidity Risk 0-30 Days 31-90 Days
Over 90
Davs Total

Kshs Kshs Ituhs IGhs
As at 30 June2022
Trade payables 1,685,516,546 977.46s.859 325 8R0 486 ) SRR R6) Rgl
Creditors-Not invoiced Receipts 437.723.132 437,723,132
Development Parbrers 7,580,467,492 600,000,000 2,180,461,493 4.798.798.971
Rent Deposits- Tenants 3,032,428 3,032,428
Retentions 0 0 21,639,339 2t.639.338
Customer Prepayments 1,532,648,72L
Provisions 299,924,535 0 30,793,30). 330,7L7,836
Total 3,265,978,038 1,577,465,959 2,969,736,977 8,250"056,760
As at 30 June 2021
Trade payables 7,604,273,725 93s.252.673 540,774,395 3,080.240.793
Creditors-Not invoiced Receipts 2.588.017.506 2,588,017,506
Development Partners 1,322,469,916 1.322.468.816
Rent Deposits- Tenants 3.032.428 3,032,428
Retentions 0 0 21,639,339 21.639.338
Customer Prepayments 89,276,165 2,936.600.9t3 3,025,877,078
Provisions 749,971,107 0 18,707,996 167.673,093
Total 1,753,184,932 1,024.529.939 7,431,235,392 10.208.949.0s2
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Financial Risk Management

iir) Market risk

The Entity has put in place an internal auditfunction to assist it in assessing the risk faced

by the Entity on an ongoing basis, eva-luate and test the design and effectiveness of its

internal accounting arrd operational contuols.

Market risk is the risk arising from changes in market prices, such as interest rate, equity

prices and foreign exchange rates which will affect the Entity's income or the value of its

holding of financiai instruments. The objective of marketrisk managementis to manage

and control market risk exposures within acceptable parameters, while optimising the

return. Overall responsibility for managing market risk rests with the Audit and Risk

Management Com:rLittee. The Entity's Finance Departrnent is responsible for the

development of detailed risk management policies (subject to review and approvrJby

Audit and Risk Management Committee) and for the day-to-day implementation of those

policies. There has been no change to the Entity's exposure to marketrisks or the marurer

in which it manages and measures,the risk.

a) Foreign currencyrisk

The Entity has transactional currency exposures. Such exposure arises through purchases

of goods and services that are done in currencies other than the local currency. Invoices

denominated in foreign currencies are paid after 30 days from the date of the invoice and

conversion at the time of payment is done using the prevailing exchange rate. The Entity

m;mages foreign exchange risk form future commercial transactions and recognised

assets and liabilities by projecting for expected sales proceeds and matching the same

with expected payments
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Financial Risk Management

The carying amount of the Entity's foreign curre-ncy denominated monetary assets and

monetary liabilifies at the end of the reporting period are recorded in Kenya SlLillings

equivalent

b) Interestrate risk

Interestrate risk is the risk thatthe Entity's financial condition may be adversely affected

as a result of changes in interestrate levels. The Entity's interestrate risk arises from bank

deposits. This exposes the Enfity to cash flow interest rate risk. The interest rate risk

exPosure arises mainly from interest rate movements on the Entity's deposits.

Management of interest rate risk

To manage the interestrate risk, managementhas endeavoured to bank with institutions

that offer favourable interest rates.

Financial Risk Management

Sensitivity analysis

The Entity analyses its interest rate exposure on 4 dynamic basis by conductirg u
sensitivity analysis. This involves determining the impact on profit or loss of defined rate
shifts. The sensitivity analysis for interest rate risk assumes that all other variables, in
particular foreign exchange rates, remain constant. The analysis has been performed on
the same basis as the prior year. Using the end of the year figures, the sensitivity analysis
indicates the impact on the statement of comprehensive income if current floating interest
rates increase/decrease by one percentage point as a decrease/increase of KShs-
(57,919,884.0a ) and KShs 67,919,884.04 respectively.

Decrease/increase of 5% rate would result in a profit before tax of KShs ( 339,599,420.19)
and KShs 339,599 420.19 respectively.
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36 Related Parfy Disclosures

Nature of related party relationstups

Entities and other parties related to the Entity include those parties who have ability to

exercise control or exercise significant influence over its operating and financial

decisions. Related parties include management persormel their associates and dose

family members.

Government of Kenya

The Government of Kenya is the principal shareholder of the Enti$, holding 100% of the

Entity's equity interest. The Government of Kenya has provided full guarantees to all

long-term lenders of the Entif, both domestic and external.

Other related parties include: i

i) The ParentMinistry.

ii) County Governments

--- OtherSes-and'SAGA's--'" - --ul

it) The.NationalTreasury

'' ,) Key management.

vi) Board of directors.

37 Segment Information

KEMSA does not operate in units hence does not report in segments.
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38 Contingent Assets and Contingent Liabilities

Contingent Assets

The following Assets which are in Financial statements have Ownership disputes

2020-2021. 20T9-2020

Kshs Kshs
CONTINGENT ASSETS

EMBAKASI GREEN SITE LR Number 28464
and28465

220,000,000 220,000,000

KAKAMEGA GREENSITE ALLOTMENT
LETTER 2091,63/ A1'1.

7,500,000 7,500,000

KISUMU MUNICIPALITY BLOCK B/128 25,000,000 25,000,000

Total 252,500,000 252,500,000

(i) EMBAKASI GREEN SITE LR NO Numb er 284G4 and 28465

In January 2019 Kenya Aii Ports Authority filed a complaint before the National Land

Q"gqEqqigt q9*149 Igy_ggAti_o! _o_f qgv_e_r4l_ p_4r9-e.lq-._qj !4qd- -e_1ci9_ed fto_sr land_ par_c-et ,N-q,

LF.i.lglgwhich is registered in favor of Kenya Air Ports Authority. Among those parcels

of land include LR No. 28464 and28465 which was Registered in favor of KEMSA. Upon

hearing the complaint, the National Land Commission recornmended revocation of inter

alia KEMSA's title over LR No. 28464 and.28465 and issuance of a sublease instead.

KEMSA instructed its lawyers to move to court and challenge the recouunenda$ons

made by National Land Corrmrission. Judicial review proceedings were instituted before

the Environment and Land Court being Judicial Review application No. 91 of 2019 ftled

on 28ft March, 2019. The matter is still in court represented by Gathii Irungu and Co.

Advocates. As per the latest update from the coursef the Attorney General, Public

Service Commission and the Kenya Airports Authority are in negotiations through our
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lawyer to secure the parcel of land. This parcel currently holds a value of KES

220,000,000.00 (two hundred and twenty million shillings) as our books of financials. In

the case where the revocation is upheld, we will have to exprnge the properties from our

books of accounts.

KAKAMEGA G RE ENSITE ALLOTMENT LETTER 209163/ L11,

KEMSA had earlier been allocated a parcel of land in Kakamega in October 2002 via

Allotrrrent letter ref No. 209169/ A1'll. Kakamega County goverrmr.ent later developed a

referral hospital on the land. KEMSA successfully engaged the county of Kakamega

seeking a replacement and managed to secule an allocation of approximately 1.9 hectares

(4.7 acres) currently registered under Kakamega County. KEMSA, through the Legal

office has engaged the county to facilitate the transfer of the parcel of land to the

Authority. The request has been presented though our counsel to the county cabinet

seeking to resolve to transfer execute a deed transfer to KEMSA. KEMSA has also

engaged Lawyers Ong'anda and Advocates for conveyance of the same. A valuation of

.t-.in--

the de-recognition of the previous parcel of land recogrizedwith a carrying value of KES

2500,000.00

KISUMU MUNICIPALITY BLOCK BIL}S

KEMSA had earlier been issued with a parcel of land in Kisumu whose land reference

number is KISUMU MUNICIPALITY BLOCK B/128by way of 99-year Lease from 01't

October, 2005. The Lease was issued to the Authority. However, it erroneously indicated

that the Lease is issued in favour of the Cabinet Secretary to the Treasury (as trustee for

the Ministry of Heatth), u body corporate duly estabtished under the Cabinet to the

Treasury Act (Cap 102) ofthe laws of Kenya. The Authority instructed courrsel Ong'anda
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and Advocate to make an application to correct the error and have KEMSA registered as

the proprietor. The said counsel advised that on following up the issue with the land's

re$stry in Kisumu, ittranspired thatthe.said land is registered as above and is also

registered in the name of Unga Limited Kisumu. The matter is with the DCI (Frauds

Unit)-Kisumu.

39 Surplus Remission

In accordance with Section 219 Q) of the Public Finaacial Management Act regulations,

regulatory entities shall remit into Consolidated Fund, ninety per centum of its surplus

funds reported in the audited financial statements after the end of each financial year.

Kenya Meilical Supplies Authoity Made a deficit of Ksh 2,ggt,7zIi,4g't duing the year, in
(Fy 2020/2027 Surplus of Ksh. 4101.,701,539). The balance of funds of the Authoity at the

end of theFinancialYear, As statedinI{EMSAAct20L3, shallberctaineilforthepurposes

for which the Authoity utas established, hence no remission made to the Consolidated

Eaud,-.

40 Events after the Reporting Period

There were no material adjusting and non- adjusting eaents after the reportirug period

41, Ultimate and Holding Entity

The Entity is a State Corporationf or a Semi- Autonomous Government Agency under

the Ministry of Health. Its ultimate parent is the Government of Kenya.

42 Currency

The financial statements are presented in Kenya Shillings (Kshs).
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