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1. Key Entity Information and Management

(a) Background Information

Kenya Medical Supplies Authority (KEMSA) was established as a State Corporation
under the Kenya Medical Supplies Authority Act of 25% January 2013, as a successor
to the Kenya Medical Supplies Agency established under the State Corporations Act.
The Act gave KEMSA greater autonomy to run its affairs with clearly defined
functions. The Act also ensured the Authority’s functions were in tandem with the
functions of devolved governments established under Article 176 of the Constitution
and Section 67 of the Health Act, 2017,

The Health Laws (Amendment) Act, no. 5 of 2019 amended the 2013 act to provide for
collaboration between KEMSA and county governments. The Health Laws
(Amendment) Act further provides that national and county health facilities would
refer to KEMSA for their health products and technologies. This is in support of the
broad health sector objectives of improving the health and access to proper healthcare
of Kenyan péople. KEMSA supply chain activities encompass a range of functions,
including forecasting and quantification. The Act further provides a framework
through which KEMSA can collaborate and work with the national referral hospitals
and the county governments by being the national strategic stock reserve and
prescribes essential health pack.

KEMSA'’s main supply chain centre is in Nairobi. In addition, the authority has 2
regional distribution centres (Mombasa and Kisumu) and 5 regional warehouses
(Kakamega, Eldoret, Nakuru, Nyeri, and Meru) across the country to enhance
flexibility and quick response to customers’ demand.

(b) Principal Activities
» Core Mandate
The Authority's Core Mandate as defined in the Act is to;

Procure, warehouse and distribute drugs and medical supplies for prescribed
public health programmes, the national strategic stock reserve, prescribed
essential health packages and national referral hospitals;

Establish a network of storage, packaging and distribution facilities for the
provision of drugs and medical supplies to health institutions;

Enter into partnership with or establish frameworks with county Governments for
purposes of providing services in procurement, warehousing, distribution of
drugs and medical supplies;

ii




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

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 delivered to health facilities,
stock status and on any other aspects of supply system status and performance
which may be required by stakeholders;

Support county governments to establish and maintain appropriate supply chain

systems for drugs and medical supplies.

» Vision
"A world class provider of health supply chain solutions that save and transform

lives”.

» Mission Statement
“To provide reliable, affordable and quality health products, technologies, and supply

chain solutions for improved health care”.

» Strategic Objectives of the Authority

L
Z

Financial Stewardship: Strengthened financial and risk management.

Customer Focus: Efficiently meet Customer needs for enhanced customer
satisfaction.

Internal Business Processes and Systems: Improved internal systems through digital
solutions.

Strategic Partnerships: Selection and cooperation with strategic partners for
attainment of mutually beneficial goals.

Leadership and Governance: Dynamic and efficient leadership, governance and

management.
Innovation and technology: Intelligent deployment of technologies that will play an

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

(c) Key Management

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

- Board of Directors

- The Chief Executive Officer

- Management
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(d) Fiduciary Management

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

Chief Executive Officer Dr. Jonah Manjari Mwangi

Ag. Chief Executive Officer/Director - | Mr. Edward Njoroge
Operations {
Ag. Chief Executive Officer/ Head, KEMSA- | Mr. John Kabuchi
| USAID MCP Program J
Chief Executive Officer { Terry Kiunge Ramadhani /
Director- Legal { Mr. Fredrick Wanyonyi
Ag. Legal Officer i Ms. Silvia Kanyi
Director- Procurement Mr. Charles Juma Ezekiel
Ag. Director- Procurement Mr. Edward Buluma
f Ag. Director- Procurement Dr. Silas Njeru
Director, Commercial Services o Mr. Eliud Mureithi
i _Ag. Director, Commercial Services _ Dr. Simon Wahome
Head, KEMSA-USAID MCP Program Mr. Douglas Onyancha
Ag. Head, KEMSA-USAID MCP Program Dr. Evans Imbuki <J
. Internal Audit Manager Ms. Teresa Mute
15. Director Finance & Strategy ‘ Mr. Waiganjo Karanja 4]
16. Director Human Resource & Administration Ms.Ebla Mohamed
17 Head of Finance Ms. Caroline Wanjiru <{
| Ogongi
18. ] Agilead of Finance ‘ Mr. James Macharia J

(¢) 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.
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All non-executive directors are independent of management of the Authority. The
Board has varied and extensive skills in the areas of medical supply chain

management and business management.

The Board meets quarterly and has a formal schedule of matters reserved to it and
which are attended 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 includes 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 general performance targets, both strategic and business, and the
annual 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 defined in terms of reference approved by
the board. The composition of the standing Committees during the year is as set out

below.

Audit and Risk

Finance, Strategy &

Development Committee

Human Resources
Committee

Committee

Supply Chain
Committee

hComposih'on Composition Composition Composition
Directors and the CEO Directors and the | Directors and the | Directors and the |
CEO Internal Audit | CEO
- Manager
Main Function Main Function Main Function Main Function

Review and monitoring of
KEMSA financial position,
accounts, financial
statements and statutory
reports,

Consideration  of  audit
matters arising out of
KEMSA's financial position
and statements. examine the

Consideration of
human resources and
administration

matters that require to
be considered by the
Board including
recruitment,
promotions, discipline
and welfare of staff.

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

assurance of
systems and
processes,

including review

Oversee QA & control

systems,
warehousing &
distribution of

medicines, customer
services, co-ordinate
updates of EMMS list,
commodities

procurement systems |

A
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¥

recommended structural of risk | compliance to thegm
developments including ICT management. law, ICT po]icy?
installations and  make accuracy of stock
appropriate
recommendations
Frequency of meetings per | Frequency of | Frequency of | Frequency of
annum meetings per annum meetings per  meetings per annum
annum
Quarterly or on need basis Quarterly or on need Quarterly or on | Quarterly or on need
basis need basis basis
Chairperson Chairperson Chairperson Chairperson
Linton  Kinyua Nyaga | Capt. (Rtd) Lawrence | Dr. Robert | Capt. (Rtd) Lawrence
(Current chair) Wahome (Current | Nyarango (FM | Wahome  (Curren’
chair) exited in March , | chair)
2022)
Members Members Members Members
Mary Atieno Awino Dr. Josphat Mbuva | Mary Atieno | Dr. Josphat Mbuva
(FM) Awino (FM)
Terry Kiunge Ramadhani | Dr. Robert | Capt. (Rtd) | Linton Nyaga Kinyua
(FM) Nyarango(FM) Lawrence Dr. Tom Menge (FM)
Dr. Tom Menge (FM) | Wahome
ary Atieno
Terry Kiunge
Ramadhani (FM)
NOTE:

1. CM -Current Member
2. FM- Former Member
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(f) Headquarters

13 Commercial Street, Industrial Area,
P.O. Box 47715 - 00100,
NAIROBI

(g) Contacts
Telephone: ~ +254 203922 000
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 Bank

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 General
Anniversary Towers, University Way
P.O. Box 30084 - 00100

NAIROBI, KENYA

. NCBA

Mara Road, Upper Hill
P. O. Box 44599 - 00100
NAIROBI, KENYA

. Co-operative Bank of Kenya

Enterprise Road
P. O. Box 17928 - 00500
NAIROBI, KENYA

(j) Principal Legal Advisers

The Attorney General

State law office, 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;

DOB: 28/09/1956
Non-Executive Director

Chairperson - Board of Directors

Effective 30t April 2021

Profession/Academic Qualifications: PhD-Business Leadership ongoing,
" MBA, BCOM-Business Administration / Marketing

Work Experience: Senior acquisition & assistance specialist - Consultant with
XLA, Senior acquisition & assistance specialist - USAID/Liberia Mission,
Senior acquisition & assistance specialist -~ USAID/East Africa, Nairol
Mission, Chief Supplies Office - Kenyatta National Hospital, Project Manager
Mary Chao - Kenya Railways Corporation, Chief Supplies Officer - Kenya Railways

Mwadime Corporation among other ranks

DOB: 21/07/1968
Non-Executive Director

Chair of Supply Chain Board Committee

Effective 30th April 2021

Profession/Academic Qualifications: (Masters, Public Proc. & Sustainable
Devp., MBA-Total Quality Management, Post Graduate Cert-Logistics &
international Transport, LLM-Public Procurement Law & Policy Devlp, BB
Logistic & Supply Chain Management, Dip-Purchasing & Supply (CIPS), DIP-

Aeronautical Navigation).

Work Experience: Head of Supply Chain Unit -UN WFP Rwanda Countr

Rtd. Captain Office, Kigali, Head of Procurement Unit - UN WFP Syria Arab Republic
Lawrence M. Country Office, Damascus, Head of Procurement - UN WEFP Afghanistan
' f 1 B 1
Wahome Country Office, Kabul, Head of Logistics Unit - Mazar-e-Shariff Area Office,

Northern region, UNWFP, Afghanistan. Head of Logistics Unit - UN WFP,
Burundi Country Office, Bujumbura, Head of Logistics Unit - El Fasher Area
Office, Northern Darfur region, UNWFP Sudan Country Office, Head of
Logistics Unit -Herat Area Office, Western region, UNWFP Afghanistan
Country Office, Mission Logistician - MSF-Holland, Kandahar Office,
Afghanistan, Mission Flight Operations - UN WEFP, Lokichogio. Flight
Navigator/OC Air Movements - Kenya Air Force (Moi Airbase)
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Terry Kiunge

Ramadhani

Linton Nyaga

Kinyua

DOB: 16/01/1980
Non-Executive Director
Chair of Human Resources Board Committee

30" April 2021 - 18 March 2022

4 Profession/Academic Qualifications: Professional Human Resources Society
B of Tanzania, Professional Membership & working towards Charter status,

B Certified Prince 2 Practitioner, LLB-ongoing, MBA-HRM, CIPD, Bachelor of

@ Education.

Work Experience: Director, Human Resources and Academic Support,
Director, Human Resources and Global Organizational Change Lead for
Electronic Health Records (EHR) - Aga Khan University, Senior Director,
President’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 Gladstone House Secure Children Home,
Liverpool, Youth Programme Officer Liverpool City Council Gladstone House

Secure Children Home, Liverpool

DOB: 24/11/1962

Non-Executive Director

Effective 30th April 2021

Profession/Academic Qualifications: Member (CPS(K), Member CPA(K),
MBA, BBA-Accounting, Dip. Business .Management

Work Experience: Financial Controller - DHI, Global International, Nairobi,

Group Finance Director — Ocean Freight (E.A.) Limited, Mombasa, Director

Finance, Personnel and Administration - Ocean Freight (E.A.) Limited
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Non-Executive Director

Effective 18t March 2022

Profession/Academic Qualifications: CIM-Marketing, Chartered Institute of
Marketing (CIM), Level 6, BSC, Telecommunications & IT, Diploma in
Professional Marketing.

. Work Experience: Marketing Expert, - SNDBX | The Village Experts, Founder

- & CEO - Ardy Marketing, Business Development Manager - MBM Africa,
Manager - Refinery Grooming, Marketing Manager - Kingsway Tyres Ltd,
Marketing Executive - Prime Outdoor Network, and Customer Service

Multichoice (Kenya) Ltd

DOB: (4/07/1979
Non-Executive Director
Profession/Academic Qualifications: MHSM, BPharm

Reema Doshi-Lewis
Work Experience: Ministry of Health, Kenya Head - Division of Health
Products and Technologies, Division of Health Care financing, Health
Economist, Kenya Healthcare Financing Officer, Department of Health Sector
Coordination & Intergovernmental Affairs, and Head, Free Maternity
Reimbursement Program, National Quality Control Lab (NQCL), Acting
Director, National AIDS and STI Control Program (NASCOP), Program

Pharmacist, Head, Wet Chemistry & Instrumentation Units Quality Control

Dr. Nancy Njeru Analyst, (NQCL), Quality Control Analyst

o

Dr. Robert Nyarango

DOB 30/09/1974

Non-Executive Director

Chair of Audit Board Committee

Effective 30t April 2021 - 18t March 2022

Profession/Academic Qualifications: Member-Association for Healthcare
Quality, Certified Processional in Healthcare Quality & Safety by the
Healthcare Quality Certification Commission, MSC-Clinical Pharmacy, MBA-
Strategic Management, Post Graduate Dip.-Health System Management.

Work Experience: Chief Executive Officer, Director of Outpatient Services,
Director of Quality and Safety, Chief Pharmacist /Pharmacy Operations
Manager, Clinical Pharmacist - Getrude’s Children’s Hospital

DOB: 04/07/1979 .
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Mary Atieno Awino

DOB 25/12/1964
Non-Executive Director - Alt. to PS, The National Treasury

Profession/Academic Qualifications: MBA, BCOM, Dip-Supply Chain
Management. Part 111

Work  Experience:  Currently — Deputy director, supply chain
management/ public procurement department, 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 (1992-1996)
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Terry Kiunge
Ramadhani
Chief Executive
Officer

MBA -HRM, BEd.
Effective 19" May
2022

Dr. Jonah Manjari
Chief Executive Officer
(up to 13" May 2022)
MBA, M. Med, MBChB

Dr. Jarred Nyakiba
Ag. Director
Operations
MPharm, BPharm
Effective 10th Feb
2022

Dr. Evans Imbuki
Ag. Head Medical
Commodity Program
BPharm

Effective 10" Feb
2022

X1i

John Kabuchi

Ag. Chief Executive
Officer

MBA, BA

28" December 2021 —
27" May 2022

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

s

Dr. Silas Njeru
Ag. Procurement
Director
Effective 10" Feb
2022

Dr. Simon Wahome
Ag. Commercial
Director

Effective 10™ Feb 2022
MPharm, BPharm
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CPA James Macharia
Ag. Finance Manager
Effective 10" Feb 2022
MBA, BBM, CPAK

Tecla Chepchumba Lel
MSc Procurement, BBM,
KISM

Ag. Warehouse Manager
Effective 10" Feb 2022

Hilary Tiony

Ag. ICT Manager
Effective 10th Feb
2022

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

Vainora Kerubo
Ag. HR Manager
Effective 10th Feb
2022

Fred Wanyonyi
Director-Legal
Services

LLB, DIP. Law

CPA Geoffrey
Mochache

Principal Auditor
MCom, BCom, CPAK,
CPSP, CQA

Silvia Kanyi

Ag. Legal Officer
Effective 10" Feb 2022
MBA, LLB, Dip. Law
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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

X1V

-

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 Risk
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 governance, lack 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 last Financial Year. The reform journey was initiated

to restore KEMSA on the path of optimum organisational performance.

The Kenya Medical Supplies Authority, as the lead government supply chain agent for
HPTs, is structured and resourced to act as a commercial agency, complete 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 partner of choice for the public

health system.

Commitment
Conscious of the challenges facing KEMSA and responding to stakeholder calls, the

Government appointed the Board [ currently lead as the chairperson at the start of the last
Financial Year. This Board, established through a Gazette Notice on April 28, 2021, has
maintained a united front in its commitment to transformational leadership at KEMSA. As
the public institution mandated to ensure last-mile delivery of Health Products and
Technologies countrywide, we continue to carry a life and death obligation to power the
national health engine. We therefore take our operational responsibility with utmost
seriousness and we unreservedly 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 compatriots'

keeper. We are mission conscious and well-equipped to deliver quality services to facilitate
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positive health outcomes. Undoubtedly, our success this far would not have been possible
without 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 running 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 reform strategy, 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,

In the last Financial Year (FY2021-2022), our bottom line revenues registered a 98% drop to
close at Kshs 89.6 Million, down from Kshs3.68 billion posted in the previous financial
year 2020-2021. We attribute 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 Programme. The Authority anticipate to grow its revenue by entering

to new strategic partnership.

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 Government's central pillar of
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Universal Health Coverage. We will continue to count on the invaluable support from the

Ministry of Health, National Treasury, 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 transparency and
disclosure, accountability, risk mana gement, 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
disciplined focus on the transformation strategy execution. The Board has committed to
ensuring a 100% completion rate for all the priority areas of reform identified in the KRIC
report and the strict adoption of the KEMSA 2.0 strategy. The KEMSA 2.0 strategy will
focus on building momentum for organisational productivity; to guarantee efficient last-
mile delivery of health commodities countrywide. 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 strategy 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 partners and forge strong
partnerships to share knowledge and optimise capacity to build a better and more efficient

supply chain in Kenya and beyond.

i

Mary Chao Mwadime

Chairperson - Board of Directors
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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. All our stakeholders have
continued to provide much-needed support for the transformation and reform agenda. The
execution of the reform agenda under the KEMSA 2.0 strategy is geared at addressing
systemic challenges in the national supply chain by establishing end-to-end visibility of
health products and strengt‘hening 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 procurement 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 greatly compromised to the detriment
of our national security and development plans. The reform agenda, therefore, aims to

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

choice to save and transform lives.

HPTs availability

To ensure that KEMSA effectively plays its role in the local health system, the Management
and Staff teams are committed to establishing a robust product selection, quantification,
procurement, distribution and use of Information Technology systems. We are working
closely with the Ministry of Health and other stakeholders to guarantee optimum
availability of HPTs 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 HPTs lists. KEMSA
has already partered with the county governments to enhance the supply of HPTs

through a comprehénsive, coordinated and coherent approach. We have stepped up the
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delivery of regular capacity-building programmes on commodity and data management

to help the counties strengthen their inventory management at the facility level and

improve on-demand predictability to avert stock outs.

The stock availability for KEMSA sales of HPTs improved marginally during the year from
63% to 68% from the previous year, owing to various reform initiatives. In the Financial
Year 2021-22, the average Order Fill Rate stood at 50% and 77% for EMMS and programme
orders against a target of 90% and 100%, respectively. The annual Order Turnaround Time
(OTT) previous year stood at 17.7 days and has since improved to 12.6 days against the
target of 7 days. The average OTT for Primary Health Facilities was 25.2 days and has
reduced to 19.8 days against the target of 10 days.

In the Financial Year, the Authority significantly enhanced the long-running efforts to
improve operating efficiencies by integrating Information Technology systems. KEMSA is
banking on ICT systems to build operational resilience and 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 Government Procurement Opportunities (AGPO).
Emergency Supply Chain

In the broader building back better national strategy, we have continued to build the
Authority's resilience and capacity to act as an emergency response platform. The
Authority has completed an internal process to align its operating procedures to provide
adequate support for public health emergencies. The alignment, including updates to the
KEMSA Emergency Finance and Procurement policies, will allow the Authority to support

the national public health emergency response mechanisms,
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Several public agencies have been undertaking policy alignments based on learnings from
* the COVID-19 pandemic response in 2020 and 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 for response to the pandemic and any other
public health emergency 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 quest to 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 financial year, 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 all remained actively involved
in the ongoing efforts to win back the trust of all donors including USAID as we seek the

renewal of the USAID/KEMSA Medical Commodities Program.

Financial Performance

The Authority's total income for the FY 2021-2022 was Kshs89.6 million against a target of Kshs
3.35 billion, representing a 97% performance below the target. Total expenditure amounted
to Kshs 3.08 billion representinga 102% 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 Facilities, KEMSA collaborated with the following strategic partners during
the Financial Year ie. World Bank, The Global Fund, United Nations International
Children's Emergency Fund (UNICEF), AMREF Health Africa, CDIC Kenya, Clinton
Health Access Initiative (CHAI); UNFPA, Bill & Melinda Gates Foundation (BMGF) and
the KAIZEN Institute Association of Supply Chain Management (ASCM)

KEMSA reforms

Recent global developments, including the COVID-19 management, have highlighted the
need for efficient and effective supply chain systems for health commodities. The ongoing
strengthening of governance 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 assurance, cold chain solutions, and administrative functions, allowing for
end-to-end visibility. The facility has seen 141% increase 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 will receive and dispatch more than 1,812 stock keeping
units 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 Authority, together with the Ministry of Health, 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 Council of

Governors to establish a liaison partnership 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
management interventions 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 information
technology systems that allow real-time end-to-end visibility at the KEMSA and health
facility levels.

At KEMSA, we have aligned all our business processes and fully automated them through
the Authority's Enterprise Resource Planning (ERP), Logistics Management Information
System (LMIS) and the KEMSA e-mobile service that facilitate on-time stocks fulfilment to
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 last mile. Systems integration with our clients helps manage erratic
ordering/skewed demand for certain products by the county governments. Such

integration also allows for efficient route optimisation at the logistics management level

with robust order scheduling.
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Gratitude

To this end, T would like to thank our parent Ministry and the National Treasury for the
continued financial and technical support. I also thank the Board under C hairperson Mary

Mwadime for their policy direction and guidance and all KEMSA staff for their dedication

to delivering against our mandate.

Terry Kiunge Ram4dBani
Chief Executive Officer
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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 skills and competence to discharge allocated responsibilities. The committees
report to the Board any actions 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 Finance, Strategy & Dévelopment Committee, Audit & Risk
Committee, Supply Chain Committee and the Human Resource Committee.

During the Financial Year 2021-2022, there were a total number of twenty-two (22) Full
Board Meetings, nine (9) Finance Strategy and Development Committee meetings,
seventeen (17) 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 FY 2021-

2022

_ ) : Appointed by  the | Chair (from 30th April,
._Ms. Mar} Mwadime President 2021 - _ 0 22 |
i q : |
Ms. Mary Awino Bepresenting FS, The Member 18 16
' _ National Treasury ‘
Member
Dr. Josphat Mbuva Representing, MOH (exited on 20" August | 9 1
2021
: Member exited on 24 |
Dr. TOI]?I Menge Representing, _MOH May 2022 . 15 - 12
Dr. Nancy Njeru Representing MOH Member 0 0
. Lint ' I
Vi, Ll S Independent Member 18 20
Nyaga : :
Capt. (Rtd.) Lawrence
Wahome Independent Member ) 27 15
Member (exited on 18%H
E‘Ebert Nyarango Indep.leldft | March2022....... | 6 3 _
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Terr Kiunge Member (exited on 5th

Ramadhani ** | Independent Marel 2005 °

Reema Doshi Lewis Independent Member [0 0
Representative of /

Mr. Isaac Odek Inspectorate of State | Member 6 4
Corporations | I

Succession Plan

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 fall 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 Authority’s Board of Directors comprises the Chairperson who is a ppointed 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
Secretary, 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 appointment of a board member ceases if the member resigns by giving notice, is

absent for three consecutive meetings, is convicted of an offence, is incapacitated 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 building 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;
Strategic management

a.
b. Corporate governance

Key personnel management

n

d. Financial management

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
governance and Board practices. The induction programme also provide the board
members with an orientation of the Authority’s strategic plans, financial status and
policies, risk management, compliance programmes and the Code of Conduct and Ethics.

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

programme.
Board and Member Performance

The Board undergoes an annual evaluation conducted by the State Corporations Advisory
Committee to appraise its performance. The board evaluation provides an opportunity

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 first quarter of financial year 22/23.

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 services in accordance with the prevailing
relevant legislative provisions and/ or guidance from the relevant authority. In line with
best practice, board members are entitled to a sitting allowance for every meeting attended,
lunch allowance, accommodation allowance and mileage reimbursement where

applicable. In addition, the Chairperson is paid a monthly honorarium.

Ethics and Conduct

To governits dealings with stakeholders, the Authority has developed a Code of Conduect

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 standards of good
governance, governance audits are undertaken annually at the Authority in accordance
with guidelines developed and issued by the State Corporations Advisory Committee. 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, transparency and

disclosure, compliance with laws and regulations, communication with stakeholders,
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board independence and governance, board, systems and procedures, consistent

shareholder and stakeholder value enhancement, corporate social responsibility and

investment.
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7. Statement of Performance against Predetermined Objectives for FY
202172022

KEMSA has 6 strategic pillars and objectives within its Strategic Plan for the FY 2019/2020-
2023/2024. These strategic pillars are as follows:

Pillar 1: Financial Stewardship: To ensure a robust financial framework for concrete
financial base.

Pillar 2: Customer Focus: To increase Market Share from 70% to 90%.

Pillar 3: Internal Business Processes and System: To have robust physical facilities, internal
business processes, systems and infrastructural upgrades that support business growth.

Pillar 4: Strategic Partnerships: To develop and strengthen strategic alliances and
partnerships for improved health supply chain systems.

Pillar 5: Leadership and Governance: To develop a dynamic, transparent and accountable
governance structure

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

KEMSA develops its annual work plans based on the above 6 pillars. Assessment of the

Board'’s performance against its annual work plan is done on a quarterly basis.

XXX
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8. Management Discussion and Analysis

The Financial year 2021/2022 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 Authority’s performance in FY 2021/22 was a deficit of Ksh. 2.99 Billion against a
budgeted surplus of Ksh.3.22Million.

FINANCIAL PERFOMANCE HIGHLIGHTS

/095
-2015/2016 . . 2016/2017

2017/2018 _ 2018/2018% 2019/2020

e=@==Total Income  emg=Total Expenditure  ==g==Surplus F’”h_—"

The factors that have caused the Authorithy’s negative perfromance are;
+ Negative Sales Margin from sale of COVID-19 commodities of Ksh. 1.264 Billion
% Expired Stock of Covid-19 commodities of Ksh.908 Million
** Reduced Supply Chain Fees of Ksh 805.7 Million due to exit of USAID and slow

operations for other development partners.

* 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. 1.038 Billion
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