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

t1. Key Entity Information and Management
(a) Background Information
Kenya Medicai supplies Authority (KEMSA) was estabiished as a state Corporationunder the Kenya Medical supplies Authority Act of 25h Janu ary 201.3,as a successorto the Kenya Medicar suppries Agency estabrished under the state Corporations Act.The Act gave KEMSA greater autonomy to run its affairs with crearry definedfunctions' The Act also ensured the Authtrity's functions were in tandem with thefunctiorLs of devolved governments established under Articre 176 or theCorutitutionand Section 67 of the Hea]th Act,2017.

The Health Laws (Amendment) Act, no. 5 0f 201g amended the 2013 act to provide forcollaboration between KEMSA and county governments. The Health Laws(Amendment) Act further provides that nationar Ld county hearth facilities wourdrefer to KEMSA for their hearth products and technorogies. This is in support of thebroad health sector objectives of improving the hea-rth and access to proper healthcareof Kenyan people' KEMSA suppry cha-in activities encompass a range of functions,including forecasting and quantification. The Act further provides a frameworktl*ough which KEMSA can corlaborate and work with the nationa-l referral hospitalsmd the counfy govemrnents by being the nationar strategic stock reserve andprescribes essentia-l health pack.

KEMSA's main suppry chain centre is in Nairobi. In additiory the authority has 2regional disfuibution centres (Mombasa and Kisumu) and 5 regional warehouses(Kakameg4 Eldoret, Nakuru, Ny"rr, *d Meru) across the country to enhanceflexibility and quick response to customers, demand.

(b) Principal Activities
) Core Mandate

II.

iii.

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

Procure' warehouse and distribute drugs and medical suppries for prescribedpublic health programmes, the national strategic stock reserve, prescribed
essential health packages and national referra.l hosftuh;
Establish a network of storage, packaging and distribution faciiities for theprovision of drugs and medical suppiies to health institutions;
Enter into partnership with or estabrish frameworks with county Governments forpurposes of providing services in procurement, warehousing, distribution ofdrugs and medical supplies;

1t
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F Mission Statement
,,To prooiile reliable, a/fordabte anit quality health proilucts, technologies, and suitply

chain solutions for improoeil health care".

! Strategic Objectives of the Authority
l. Einancial Steuatilship: StrengtJrened financial and risk management'

2. Customer Eocas: Efficiently meet Customel needs for enhanced customer

satisfaction.

3. Intemal Busiaess Processes anil systems: Improved internal systerns tl[ough digitai

solutiors.

4. Strategic Partnerships: selection and cooperation with strategic partners for

attain:nent of mutually beneficial goals.

5, Leailership anil Gozsemance: Dynamic and efficient leadership, governaace and

management.

6, Innoaation anil techtology: Intelligent deplofment of technologies that will play an

important role in making the healthcare zupply 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

ll1

Collect information and provide regular reports to the national and county

governments on the status eind cost-effectiveness of procurement, the distribution

Ind vulue o{ 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 goverrunents to establish and maintain appropriate supply chain

systerns for drugs and medical supplies'

P Vision
,,A wo d class prooiiler of health supply chaift solutions that saae anil tra sfonn
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(d) FiduciaryManagement

oTh1 key management personnel who held office during the financial year
ended 30m June 2022 and who had direct fiduciary responsibility were;

(e) Fiduciary Oversight Arrangements

The Board of Directors of the Authority comprises of the chafuperson who is
appointed by the Presiden! 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 Nafiona.l
Treasury or his representative, a person recruited by the Council of Governors and
appointed by the Cabinet secretary for Health, tfuee members who are not public
officers with diverse medical suppry chain management experience appointed by the
Cabinet Secretary-Ministry of Health.

lv

I ef Executive OfficerLhl
MwangiDr Monah arlI anl

Ag. Chief
Operations

Executive Officer/Director Mr. Edward Njoroge

ecutive Officer/ Head, KEMSA_Ag. Chief Ex
USAID MCP PTogram

Mr. John Kabuchi

4 Executive OfficerChief I erry Kir:nge Ramadhani
Director- Legal Mr. Fredrick Wanyonyr

6 Ag. Legal Officer Ms Siivia Kanvi
Director- Procurement Mr Charles Juma Ezekiel

8 Ag. Director- Procurement Mr. Edward Buluma
9 Ag. Director- Procurement Dr. Silas Njeru
10. Director, Com:rrercial Services Mr. Eliud Mureithi
11. Ag. Dnector, Commercial Services Dr. Simon Wahome
12 Head, AKEMS USAID MCP Pro am8t Mr. Douglas Onyancha
13 A KEMSA U MSAID CP maProgr Dr. Evans Imbuki
74. Internal Audit Manager Ms. Teresa Mute
15. Director F a1111r &CE teStra w Mr. Waiganjo Karanja
16 Director Human Resource & A drrrinis bation Ms.EbIa Moharned
"17 Head of Finance Ms. Caroline Wanjiru

Ogongi
18 Ag. Head of Finance Mr. James Macharia

\.

2.

3.

5.

7.
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A11 non-executive directors are indePendent of management of the Authority' The

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

mahagement and business management.

The Board meets quarterly and has a formal scheduie of matters leserved to it and

which are attended to as Per the board work plan' Board papers are circulated well

inadvanceoftheBoardmeetingsbythesecretarytotheboard.Thekeyfunctionof
the Board is to guide and control the performance and management of the affairs of

the AuthoritY.

Tfus includes the duty to ensure that the functions of IGMSA are carried out in an

efficient, transparent and ethical manner and that no particular PeISon oI 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 comrnittee are defined in terms of reference approved by

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

below.

a

CompositionCompositionCompositionositionCom
Directors and the
CEO

Directors and the
Internal Audit
Manager

Directors and the
CEO

Directors and the CEO

Main FunctionMain FunctionMain 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
Ietters and quality
assurance of
systems and
processes/
including review

Consideration of
human resources and
administration
matters that require to
be considered by the
Board including
recruitment,
promotions, disciPline
and wel{are o{ sta{f.

Review and monitoring of
KEMSA financial Positiory
accounts, financial
statements and stafutory
reports,
Consideration of audit
matters arising out of
KEMSA's financial Position
and statements. examine the

Finance, Strategy {b

Dcvelopnrent Com nrittee

I

Human Rcsources
Conr nr iftee

Audit and Iiisk
Committcc

Supply Chain
Comnrittee



recorrunended structural
developments including ICT
installations and -ut "appropriate
recommendations

of
management

risk
law, ICT poljcy,
accuracy of stock

compliance to th

uency of meetings per
annum
Freq Frequency of

meetings per annum
of

per
Frequency
meetings
annum

Frequency ,f
meetings per annum

y or on need basisQuarterl Quarterly or on need
basis

Quarteriy or on
need basis

Quarterly or on need
basiserson elson onLinton Kinyua

(Current chair)
Nyaga t. (Rtd) Lawrence

Wahome (Current
.hui.)

CUP Dr. Robert
Nyarango (FM
exited in March ,
2022

Members Members Members Members

Terry Kiunge Ramadhani
(FM)

Mary Atieno Awino Dr. Josphat
(FM)

Dr. Robert
Nyarango(FM)
Dr. Tom Menge (FM)
M-y Atieno
Terry KiurLge
Ramadhani (FM)

Mbuva Mury
Awino
Capt
Lawrence
Wahome

Atieno

(Rtd)

Dr. losphat Mbuva
(FM)

Linton Nyaga Kinyua
Dr. Tom Menge (FM)

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

Capt. (Rtd) Lawrence
Wahome (Curren,
chair)

NOTE:

7. CM -Current Member
2. EM- Former Member

vl



Kenya Medical SuPPIies AuthoritY
Annual Report and Financial Statements

ear ended June 30' 2022o For the y
(f) Ileadquarters

13 Commercial Street, Industrial Area,

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 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

2. NCBA
Mara Road, UPPer Hill
P. O. Box 44599 - 00100

NAIROBI, KENYA

4. Co-operative Balk 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



2. The Board of Directors

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

DOB:28/09/7956
N o n-Erc attizt e D irector
Chairperson - Boaril of Directors
Effective 30th April 202I
Professiory'Academic eualifications: phD_Business

MBA, BCOM-Business Adminishation / Marketing

Mary Chao
Mwadime

Rtd. Captain
Lawrence M.

Wahome

vl ll

Work Experience: Senior acquisition & assistarce specialist _ Consultant with
Xl"{, Senior acquisition & assistance specialist _ USAID/Liberia Mission,
Senior acquisition & assistance specialist _ USAID/East Africa, Nairol
Missiory Chief Supplies Office - Kenyatta National Hospital, project Manager
- Kenya Railways Corporation, Chief Supplies Officer _ Kenya Railways
Corporation among other ranks

DOB:27/07ft968
N on-Exe ctttia e D irector
Chair of Supply Chain Boail Committee
Effective 30tt April 2021

Professiory'Academic eualifications: (Masters, public proc. & Sustainable
Devp., MBA-TotaJ Quality Management post Graduate Cert-Logistics &
intemational Transporf LlM-public procurement Law & poliry Devlp, BB
Logistic & Supply Chain Managemen! Dip_purchasing & Supply (CIPS), DIp-
Aeronautical Navigation).

Work E4rerience: Head of Supply Chain Unit _UN IAIFp Rwanda Counh
Office, Kigali, Head of Procurement Unit _ UN \4Tp Syria Arab Republic
Counhy Office, Damascus, Head of procurement _ UN WFp Afghanistan
Country Office, Kabul, Head of Logistics Unit _ Mazar_e_Shariff Area Office,
Northern region, UNWFP, Afghanistan_ Head of Logistics Unit _ UN \AIFp,
Burundi Country Office, Bujumbura, Head of Logistics Unit _ El Fasher Area
Office, Northern Darfur regiory UNWFP Sudan Counhy 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 WFp, Lokichogio. Flight
Navigator/OC Air Movements - Kenya Air Force (Moi Airbase)

o

Leadership ongoing,

Kenya Medical Supplies Authority
Annual Report and Financial Staiements
For the year ended June 30,2022
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ta DOB:L5/01/L980

N on-Executitt e Dhector

Chair of Human Resources Boail Commiltee

30ft April 2021 - 18th March 2022

Professior/Academic Qualifications: Professional Human Resources Society

of Tanzania, Professional Memberslr-ip & working towards Charter status'

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

Education.

Work Experience: Director, Human Resources arLd Academic Support'

Director, Human Resources and Global Organizational Change Lead {or

Electronic Heaith Records (EHR) - Aga Khan University, Senior Director'

President's Delivery Unit - Govemment of Kenya, Regional Leader, Human

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

Company Secretary Opportunity lntemational, Human Resources

Coordinator Liverpool Gty CounciJ Gladstone House Secure Children Home,

Liverpool, Youth Progra:nme Officer Uverpool Gty Council Gladstone House

Secure Children Home, LiverPool

DoB:24[71fl962

N o n-E x e c ut ia e D ir e ctor

Effective 30th April 2021

Professiory'Academic Qualifications: Member (CPS(K), Member CPA(K),

MBA, BBA-Accounting, Dip. Business Management

Work Experience: Financial Conholler - DHL Global International, Nairobi,

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

Finance, Persorurel and Administration - Ocean Freight (E.A.) Limited

Terry Kiunge

Ramadhani

Linton Nyaga

Kinyua

tx
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DOB: 04/07/1979

N on-E x e cutia e D ire c t o r

Effective 18tt March 2022

Professiony'Academic eualifications: ClM_Marketing, Chartered Institute of
Marketing (CM), Level 6, BSC Telecommunications & I! Diploma in
Professional Marketing.

Work Experience: Marketing Exper! - SNDBX I The Village Experb, Founder
& CEO - Ardy Marketing, Business Development Manager _ MBM Africa
Manager - Refinery Grooming, Marketing Manager _ Kingsway Tyres Ltd,
Marketing Executive - Prime Outdoor NetworJ<, and Customer Service

Multichoice (Kenya) Ltd

o

Reema Doshi-Lewis

Dr. Nancy Njeru

DOB:u/07fl979

N on-Exe cufio e Dire cto r
Professior/Academic eualifications: MHSI\II, Bpharm

Work Experience: Mirristry of Healttu Kenya Head _ Division of Hea.lth
Products and Technologies, Division of Health Care financing, Heaith
Economist, Kenya Healthcare Financing Officer, Deparknent of Health Sector
Coordination & lrtergovernmental Affairs, and Head, Free Matemity
Reimbursement Program, National euality Control I-ab (NeCL), Acting
Director, National AIDS and STI Conhol program (NASCOP), program
Pharmacis! Head, Wet Chemistry & Instuumentation Units euality Conhol
Analyst, (NQCL), Quality Control Analyst

DOB 30/091e74

N on-Exe eutia e D irecto r
Chair of Auilit Boaril Committee

Effective 30th Ap ril 2027 - 1.}th l1Larch 2022

Professiory'Academic eualifications: Member-Association for Healthcare
Quality, Certified Processional in Healthcare euality & Safety by the
Healthcare Qua.lity Certification Commission, MSC-CIirjcaI pharmacy, MBA_
Strategic Managemen! Post Graduate Dip.-Health System Management.

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

x

a

)

Dr. Robert Nyarango
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a DOB 2:t14L964

N on-Executiae Director - Alt. to Pt The National Treasury

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

Management. Part llT

Work ExPerience: Currently Deputy director' supply chain

managemmt/public procurement deparknen! National Tleasury' Deputy

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

head of procurement unit Ministry of health (200&2004) Head of procurement

National AssemblY (799L-199 6)

Mary Atieno Awino

xt
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3, Management Team a

John Kabuchi
Ag. ChiefExecutive
Officer
MBA, BA
28k December 2021 -
27th May 2022

Dr. Jonah Manjari
ChiefExecutive Officer
(up to l3th May 2022)
MBA, M. Med, MBChB

Edward Njoroge
Director-Operations /
Ag. ChiefExecutive
Officer l4th August
2020 to 28b December
202t

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

Dr. Silas Njeru
Ag. Procurement
Director
Effective l0s Feb
2022

Dr. Evans Imbuki
Ag. Head Medical
Commodity Program
BPharm
Effective l0s Feb
2022

Dr. Simon Wahome
Ag. Commercial
Director
Effective l}h Feb 2022
MPharm, BPharm

Terry Kiunge
Ramadhani
ChiefExecutive
Officer
MBA -HRM, BEd
Effective 196 May
2022
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)

CPA James Macharia
Ag. Finance Manager
Effective rc6 Feb 2022

MBA, BBM, CPAK

Tecla Chepchumba Lel
MSc Procurement, BBM,
K]SM
Ag. Warehouse Manager
Effective lob Feb 2022

Hilary Tiony
Ag. ICT Manager
Effective iOth Feb

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

Vainora Kerubo
Ag. HR Manager
Effective l0th 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 loth Feb 2022
MBA, LLB, Dip. LawE

x l

\

t-

L

\

'I
j

I

I

*c
.t-ri -1

'!

Y

*1.



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

a
Charles Juma
Procurement Director
MBA, BA

Eliud Murithi
Director Commercial
Services
MBA, BA

\

Douglas Onyancha
Head Medical
Commodity Program
BSc. Electrical Eng.

Ebla Mohamed
Director Human
Resources and
Administration
MBA, BA

Fredrick Wanyonyi
Director Legal
Services
LLB

Dr, George
Walukana
B.Pharm

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

xrv
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Waiganjo Karanja
Director Finance &
strategy
MBA, BA Econ.,
CPAK

I
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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'' capacity to meet its mandate has been significantry eroded by
several systemic challenges, including poor corporate governance, lack of acco,ntabirity
and foggy visibility of the suppry chain. In the last Financiar year, the reform agenda at
KEMSA has therefore cenhed on addressing challenges in the national supply chain,
specifically by establishing end-to-end visibi-lity of Hea]th products and rechnologies
(HPTs), shengthening acco,ntab ity and reporting at a reveis of the supply chain. The
Kenya Medical supplies Authority (KEMSA) Board is immensery proud of the reform and
transformative pace mainfained in the rast Financiar year. The reform jor:rney was initiated
to restore KEMSA on the path of optimum organisationa_l performarce.

The Kenya Medical supplies Authority, as the read goverrunent suppry chain agent for
IIPTs, is strucfured and resourced to act as a commercial agency, complete with a balance
sheet' In this role, KEMSA provides quaiity Hprs suppry chain solutions to more than
11,500 iast-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 stakehorder calls, the
Government apPointed the Board I currenfly lead as the chairperson at the start of the last
Financial Year. This Board, established through a Gazette Notice on Aprtl ,2g, 2021., has
maintained a united front in its corDrritrent to trarsformational leadership at KEMSA. As
the public institution mandated to ensure last-mile delivery of Health products and
Technologies countrywide, we continue to ca,,y a rife and death obrigation to power the
national health engine. we therefore take our operationar responsibility with utrrost
seriousness and we u,reservedly co,mit 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

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

wir*rout the support of the dedicated KEMSA Management and Staff teams. Our new

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

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

called upon to maintain high customer exPerience standards while profitably rurming the

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

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

creating a more equitable, healthier and prosperous country.

Business Perf ormance highlightg

underpinned by the KEMSA 2.0 reform strategy, the KEMSA reform joumey has focused

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

executed in the last Financial Year retumed positive Iesults w'ith 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

tgrprove its service delivery capadty. As facility ordering capacities continue to glow, we

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

rapidly improving.

I]1 the last Financi aJYear (FY2O2L-2022), ow bottom line tevenues registered a 98% drop to

close at Kshs 89.5 Million, down from Kshs3.68 billion posted in the previous financial

yeetr" 2020-2021,. We attribute this dedine to Sale of COVID-1g- Medica-l comrtodities at a

loss. The downstde is also attributable to reduced supply chain fees due to exit of UsAID

Medical Commodity Progranrme. 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 endeavoul 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 Govemrnent's central pillar of

xvll



Universal Health Coverage. we win continue to count on the invaruabre support from the
Ministry of Health, Nationa-l Treasury, strategic partners and aI our stakeholders.

As a KEMSA Board we will arways strive ensure high lever of effectiveness of and
compliance with the key principles of corporate governance such as transparency and
disclosure, acco,ntability, risk management, 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 g5% imprementation and the recent appointrnent of a
substantive Chief Executive officer. This positive outlook will be underpinned by a

disciplined focus on the traruformation 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 st'ict 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 heaith commodities cor:ntrywide. The new strategy has been formulated
to position the Authority as the supply chain solutions provider of choice for the Iocal
health system. The KEMSA 2.0 stategy is fo,nded on tlree pillars focusing on driving
operational excellence, enhancing flrstomer experience and repositioning the organisation.

KEMSA will continue to work crosery with the development parklers and forge shong
partnerships to share knowledge and optimise capacity to build a better and more efficient
supply chain in Kenya arrd beyond.

{d
Mary Chao Mwadime

Chairperson - Board of Directors

I
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5. Report of the Chief Executive Officer

TheKenyaMedicalsuppliesAuthority(KEMSA)celebratesthehardworkputinbyallthe

organisational stakeholders towards steadying the ship' A11 our stakeholders have

continuedtoprovidemuch-neededsupportfort}retransformationartdreformagenda.The

execution of the reform agenda under the KEMSA 2'0 strategy is geared at addressing

systemicchallengesinthenationa]supplychainbyestablishingend-to.endvisibilityof

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

ThereformprocessinitiatedbytheGovernmentthroughtheMinistryofHealth(MoH)

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

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

wholesaleProcurementofHealthProductsandTechnologies(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

positionKEMSAasaworld-classhealthcommoditysupplychainsolutionsproviderof

choice to save and transform lives

HPTe availabilitY

ToensurethatlGMSAeffectivelyplaysitsroleinthelocalhealthsystem,theManagement

and staff teams are corn:rritted to eslablishing a robust product selection, quantificatioo

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 HPTs at all public health facilities as the national III{C scale-up Plogresses'

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

hasalreadypartrreredwiththecountygovelnrrentstoenhancethesupplyofHPTs

tlrough a comprehensive, coordinated and coherent approach We have stepped up the

chain.
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delivery of regular capacity-building programmes on commodilz and data management t
to help the counties strengthen their inventory management at the fac,ity lever and
improve on-demand predictability to avert stock outs.

The stock availability for KEMSA sales of Hprs improved marginany during the year from
63% to 68oh from the previous year, owing to various reform initiatives. In the Fina,.cial
Y ear 202'L'22, the average order FiIl Rate stood a t s0% and Tzoh tor EMMS and programme
orders against a target of g0% and 100%, respectivery. The annual order Tumaround rime
(orr) previous year stood at r7.7 d,ays and has since improved to 12.6 d.aysagainst the
farget of 7 days. The average orr for primary Hearth Facilitie s was 2s.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-rurming efforts to
improve operating efficiencies by integrating Information Technology systerns. KEMSA is
ba*ing on ICT systerrs to build operational resilience and ensure operating efficiency
rates are maintained at high scores. our procurement function has arso been greatry
expanded and atigned with the Big Four Agenda to provide opportunities for a diverse
supplier base, induding rocar manufacturers and preference and reservations such as
women/ youth, people living with disabilities and other rtisadvantaged 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 plafform. The
Authority has completed an intemal process to align its operating procedures to provide
adequate support for public health emergencies. The arignrnen! including updates to the
KEMSA Emergenry Finance and procurement policies, w,I alow 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 a]td 2021,. As part of the learnings, the Ministry

ofHealthsetuPthePublicHealthEmergenryoperationCentre(PFIEoC)toprovidean

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

pub)ic health emergency that may emerge in the future r:sing the Kenya Public Health

Emergency Supply Chain Framework. The Kenya Public Health Emergenry Supply Chain

Framework offets a structured approach to deploying medical countenneasures duling.a

public heatth emergenry (PIIE)'

InthequesttoeliminateparallelsupplychainsystemsforHlVcorrrrrodities,KEMSAwas

awarded a five-year contract, effective october 1, 2015. The I(EMSA Medical Commodities

Program(MCP)contractwhichlapsedinthelastfinancialyear,isacost-plus-award-fee

completion type of contract for procuring warehousing and distributing US Government

funded heaith commodities. As previously designed, the KEMSA MCP actiyities are

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

existing KEMSA inlrastructure to enhance effectiveness and efficienry' 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 tlte

renewal of the USAID/KEMSA Mediial Commodities Prograin'

Financial Performance

The Authority,s total income fot the F\ 2o2l-2D22was Kshs89.6 million against a target of Kshs

3.35 billion, representing a 97Yo per{ormance beiow the taiget. Total expenditure amounted

to Kghs 3.08 billion represennnga lo2oh absorption of the approved Kshs 3.03 billion

expenditure budget. The Authority realised a deficit ofKshs 299 bil]io+ whereas Capital

Expenditure was Kshs al55 million, The main capital expenditure cost relates to the project cost of

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

cenue. within the period under review, the Authority received Kshs lfl) million as a recurrent

grant and Kshs 333 Million for develoPment Srant from the national Government'
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Strategic partnerehips

Besides the existing commercial rerationships with all county governrnents and other
Public Health Facilities, KEMSA collaborated with the following strategic parhers during
the Financial Year i.e. world Barik, The GIobaI Fund, united Nations Intemational
Children's Emergenry Fund (UNICEF), AMREF Health Afric4 CDIC Kenya, Clinton
Health Access Irritiative (cHA!; LrNFpA, Bil & Melinda Gates Fo,ndation (BMGF) and
the KAZEN Institute Association of Supply Chain Management (ASCM)

a

KEMSA reforms

Recent global deveropments, including the CovID-19 management, have highlighted the
need for efficient a,,d effective suppty chain systems for hearth conunodities. The ongoing
sfrengthening of govemance and institutionar reforms win enhance the efficiency and
transparency of KEMSA. A significant highright of the reforms is the near compretion 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 cenhalise aII national supply chain operations. This centre
has been purpose-built for inward and outward logistical management and provides
robust qua-lity assurance, cold chain solutions, and administrative functions, allowing for
end-to-end visibility. The facility has seen 141% increase in the Authority's hording
capacity from 9,176 Pallet spaces to 22,13'1. This significant volume increase will enable
KEMSA to provide buffer stock for emergency responses. The deveropment of the National
Supply Chain Centre has been funded to a tune of Ksfu 1.73 Billion by the Governrnent of
Kenya and the Global Fund. It wflr receive and dispatch more than 1,g12 stock keeping
units with a throughput varue of crose to Ksfu 27 bilrion. By operating from the National
supply chain Centre, the Authority will make annuar savings amounting to more than
Kshs 240 million as it has been working from 15 reased warehousing faciiities.

x-\ll



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

a
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 Iiaison partnership that allows us to engage tfuough established

frameworks effectivelY.

Overcoming challenges

The Authority continued to wade tfuough some operational challenges as reforms

progressed. With increasing sales, debt management remained an uph-ill task for the

Authority, necessitating concerted credit management interventions. The cledit

management interventions are begiming to provide positive retums 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

teclmology 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 thlough

the Authority,s Enterprise Resource PtanrLing (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.

xxln
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Gratitude t
To this end, I would like to thank our parent Minishy and the Nationar rreasury for the
continued financial and technical support. I arso thank the Board under chairperson Mary
Mwadime for their policy direction and guidance and ail KEMSA staff for their dedication
to delivering against our mandate.

Terry Kiunge
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5. Corporate Governance Statement

Bo"rd M.-bershiP and Attendance

Toeffectivelydischargeitsmandate,theBoardhasestabfishedfour(4)committeeswith
specfictermsofreference.TheBoardappointsintothesecommittees'memberswiththe
requisite skilts and competence to discharge allocated responsibilities. The conrrnittees

reiort to the Board any actions taken for ratification and arry major developments that they

become aware of. The Board receives a rePort of the cornmittee's findings and actions'

These Committees include; the Iinance, Strategy & Development Committee' Audit & Risk

Committee, Supply Chain Comrnittee and the Human Resource Committee'

DuringtheFinancial\ear2021'-2022,therewereatotalnumberoftwenty-two(22)Fu1]

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

seventeen (17) Human Resources Com-nLittee meetings' tfuee (3) Audit and Risk

Committee meetings and seven (7) Supply Chain Committee meetings

Tablel:BoardMembershipandAttendancefortheCurrentDirectorsfortheFY202l-

2022

220
Chair (from 30s APril,
2021.

theAppointed bY

PresidentMs. Mary Mwadime

1618MemberPS, ThCRepresenting
National TreasMs. Mary Awino

19
Me'!ber
(exited on 20th August
202-L

Representing, MOHDr. Josphat Mbuva

1215
Ma 2022
Member exited on 24d

Representing, MOH

00MemberDr. N eru

2018MemberIndependent
N a

Mr. Linton KinYua

1527MemberIndependentCapt. (Rtd.) Lawrence
Wahome

36Member (exited on 18th

March2022........IndependentDr. Robert NYarango

xxv
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KiungeTerry
Ramadhani Independent Member (exited on 5th

March 2022 10 (t

Reema Doshi Lewii endentInd Member 0 0

Mr. Isaac Odek
Representative
Inspectorate of

of
State

Co ations
Member 6 4

The Authority has a Board Charter in place which sets out the principres, functions and
responsibiJities of the Board in a way that supports the members in carrying out their
shategic oversight function. The Charter compriments and does not reprace or supersede
arly 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 appointed by the
President, tfuee independent board members who are not public officers with diverse skflrs
and experience in management or in the health sector who are appointed by the Cabinet
secretary, two who are representatives of the principar secretary of the Ministry of Health
and The National rreasury, and one recruited by the councir of Govemors and appointed
by the Cabinet Secretary for Health.

The appointment of a board member ceases if the member resigrs by giving notice, is
absent for three corsecutive meetings, is convicted of an offence, is incapacitated by

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 faII at different time to ensure continuity.

Board Charter

xxvr
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a physical or mental iLlness or conducts himselJ 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 responsibfity

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

main roles arei

a. Strategicmanagement

b. Corporate govern.mce

c. Key personnel 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

govemance 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 managemenf compliance Programmes and the Code of Conduct and Ethics.

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

Programme.

Board and Member Performance

The Board uldergoes an annual evaluation conducted by the State Corporations Advisory

Corrmittee to appraise its performance. The board evaluation provides an opportunity

for board members to identi-fy strengths, collective skill gaps and individual areas of

xxvll



improvement. For the year under review the board evaluation will be conducted witldn
the fust quarter ol finarc:Lal 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 hansacted by the Board in
which any of the board members had disclosed a personal interest in conJlict with those of
the Authority

Board Remuneration

Board members are remunerated for their services in accordance with the prevailing
relevant legislative provisiors andf or guidaace from the relevant authority. In line with
bestpractice, board members are entitled to a sitting allowance for every meeting attended
lunch allowance, accornrnodation allowance irnd mileage reimbursement where

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

Ethics and Conduct

To govern its dealings with stakeholders, the Authority 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 Ac! 2003 and

aII other statutory reguJations issued from time to time.

Governance Audit

In order to ensure that the Authority conforrns to the highest standards of good

govern.rnce, governance audits are undertaken amually at the Authority in accordance

with g:.idelines developed and issued by the state Corporations Advisory Cornrrrittee. For

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

w 22/23. The Audit will cover; Leadership and strategic management, transparency and

disclosure, compliance with laws and regulations, communication with stakeholders,

o
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o board independence and govemance, board, systems and procedures/ consistent

shareholder and stakeholder value enhancemenf corPolate social resPonsibility and

investment.

xxtx



7. statement of Performance against predetermined objectives for Fy
202V2022

KEMSA has 5 strategic pillars and objectives within its Strategic Plan for the1y 2019 / 2020-
2023 / 2024. These strategic pillars are as follows:

Pillar 1: Financial stewardship: To ersure a robust financial fiamework for concrete
financial base.

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

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

Pillar 4: strategic Partnerships: To develop and strengthen stuategic a_lliances and
partrerships for improved health supply chain systems.

Pillar 5: Leadersh-ip and Governance: To develop a dlmamic, transparent and accountable
governance structure

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

KEMSA develops its ar'rua-l work plans based on the above 6 pillars. Assessment of the
Board's performance against its armual work pran is done on a quarterry basis.

I
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I
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.

EINANCIAL HIGHLIGHTS

The Authority's performance :lr.FY 2021./22 was a deficit of Ksh. 2.99 Billion agairut a
budgeted surplus of Ksh.3.22Million.

F! NANCIAL PERFOMANCE HIGHTIGHTS
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The factors that have caused the Authorithy's negative perfromance arei

'i' Negative sales Margin from sale of CovID-19 commodities of Ksh. 1.254 Billion
.t Expired Stock of Covid-19 commodities of Ksh.908 Million

't' 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 FiIl Rate; Estimated Lost sales is
Ksh 5.192 Billion, hence possible lost net revenue of Ksh. 1.038 Billion
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a Revenue

The Authority's revenue fot the period ended 30tI June 2022 was made up of Net sales,

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

miscellaneous incomes.

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

89.59Million ln FY 2027/ 22 as a result of negative sales margins of Keh.1.3s1Million

attributable to loss in sale of Covid-19 commodities, dosure of the UsAID/KEMSA

Medical commodities program and slow operations for other development partners.

Expenditure

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

compared to Ksh.3.282Billion realized in the FY 2020 / 2L hence a saving of Ksh.

198.6Million. when compared against the budget the expenditure was slightly above

by budget 2oh of Ksh. 3.027 Billion.

Employee expenses decreased by 3% from Ksh. 1.264Bi1lion to Ksh 1.22BiIIion due

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

Rental expenses decreased by 60% from Ksh 2lTMillion to Ksh S6Million' This was

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

Kikora Limited.

Business Operations

In the FY 2021,-2022 KEMSA managed to procure health products and technologies

(FIPTs) worth K she.29.097 Billion out of which Kshs.7.946 trilli61 fging procurement

of IGMSA Sales items and Kshs. 21.151 Billion being procurement of program items.

The Authority has managed to distribute l{PTs as shown in table 8 below:

Table 1: HPTe distribution per financial year 2018/2019-2020-2021-22

Financial
Year

KEMSA Sales Commodity
Value

Programs
Commodity

Value

Totals
Commodity
Value - (kes)

2018-19 4,729,597,711. 23,421,,755,91.5 28,150,753,626

2019-20 17,956,113,932 25,691.,698,383 37,647,812,315

2020-2"1 21.,444,688,359 29,690,298,327

2021.-22 20,335,659,587 6,636,627,027 26,972,286,61.4
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