






















































































































































CCENTRAL MEDICAL STORES TRUST

SSTATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FFOR THE PERIOD ENDED 31 MARCH 2022

99 months to 112 Months to
331/03/2022 330/06/2021

NNote MMK'000 MMK'000

Revenue 16 21,392,635         23,334,295              
Costs of sales 17 (17,541,961)        (19,134,122)            

GGross profit 3,850,674             4,200,173                 

Other income 18 750,721                 872,804                      
Administrative expenses 19 (7,949,254)           (7,437,533)               
Distribution costs 19 (848,667)               (236,110)                    
Unrealised foreign exchange loss (363,964)               (548,871)                    
Realised foreign exchange loss (454,584)               (373,942)                    

(5,015,074)           (3,523,479)               
Impairment loss  19 (928,647)               (1,785,874)               

Loss for the year (5,943,721)           (5,309,353)               

OOther comprehensive income
Amortization of capital fund assets 161,464                 163,266                      

Total other comprehensive income 161,464                 163,266                      

(5,782,257)           (5,146,087)               

(Loss) before impairment of receivables

TTotal comprehensive loss for the period
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CCENTRAL MEDICAL STORES TRUST

SSTATEMENT OF CASH FLOWS
FFOR THE PERIOD ENDED 31 MARCH 2022

99 months to 112 Months to
331/03/2022 330/06/2021

MMK'000 MMK'000

OOperating activities
(Loss) for the period (5,943,721)           (5,309,353)         
Depreciation 711,626                 848,698               
Amortisation of capital fund assets (161,464)                (163,266)             

(5,393,559)           (4,623,921)         

Change in inventories 7,746,494             (3,678,842)         
Change in long term staff receivables (57,519)                   -                               
Change in trade and other receivables (4,038,443)           884,666               
Change in trade and other payables (2,070,967)           7,379,847          

(3,813,993)           (38,251)                

IInvesting/financing activities
Acquisition of property, plant and equipment (47,069)                   (768,452)             
Assets received from Global Fund -                            505,563               
Recapitalisation receipts from  Treasury 12,500,000          -                         

12,452,931          (262,889)             

Net increase /(decrease) in cash and cash equivalents 8,638,938             (301,141)             
Cash and cash equivalents at the beginning of the year 796,731                 1,097,871          

CCash and cash equivalents at the end of the year 9,435,668             796,731               

AADDITIONAL INFORMATION
Increase in net working capital 10,276,022          4,284,529          

NNet cash used in)operating activities

NNet cash inflow from/(used in) investing/financing 
activities
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CCENTRAL MEDICAL STORES TRUST

NNOTES TO THE FINANCIAL STATEMENTS
FFOR THE PERIOD ENDED 31 MARCH 2022

11 RREPORTING ENTITY

22 BBASIS OF PREPARATION
((a) SStatement of compliance

((b) BBasis of measurement

(( c) FFunctional and presentation currency

((d) UUse of estimates and judgements

((d)

The financial statements have been prepared under the historical cost convention as
modified by the revaluation of land and buildings.

Central Medical Stores Trust is a registered Trust under the Trustees Incorporation Act of 1962.
The  address of the Trust's registered office is Mzimba Street, Private Bag 55, Lilongwe.

Judgements made by management in the application of the IFRS that have significant effect
on the financial statements and estimates on the amounts recognised are discussed in Note
3.2 and 4.

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

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the
revision affects only that period or in the period of the revision and future periods if the
revision affects both current and future periods.

The financial statements are presented in Malawi Kwacha which is the Trust's functional
currency. All financial information presented in Malawi Kwacha have been rounded to the
nearest thousand.

These financial statements have been prepared under the historical cost convention as
modified by the revaluation of land and buildings.

The Trust is primarily engaged in procurement, storage, sale and distribution of medicines,
medical supplies and related products to the government health facilities , approved NGO health
facilities and private health facilities.

GGoing Concern

The financial statements have been prepared on a going concern basis as the directors have
made an assessment of the Trust's ability to continue as a going concern and have a
reasonable expectation that the Trust has adequate resources to continue operational
existence for the foreseeable future. For this reason, they continue to adopt the going
concern basis in preparing these financial statements.
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CCENTRAL MEDICAL STORES TRUST

NNOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FFOR THE PERIOD ENDED 31 MARCH 2022

22.1 AAdoption of New and Revised International Financial Reporting Standards/ (IFRSs)

22.2

IFRS 16 Leases 

3

3.1 RRevenue

3.2
(i) RRecognition and measurement

SIGNIFICANT ACCOUNTING POLICIES

Property, plant and equipment

The principal accounting policies of the Trust, which are set out below, have been applied
consistently to all periods presented in these statements:

Revenue is measured at the fair value of the consideration received or receivables and represents
amount receivable for goods supplied, net of discounts, return, value added taxes, import duties
and excise tax, in the ordinary course of the Trust's activites. Revenue is recognised on delivery of
goods and services to customers.

All property plant and equipment is initially recorded at cost. Leasehold and freehold land and
buildings are subsequently carried at revalued amount, being its fair value, based on
valuations by external independent valuers, less subsequent accumulated depreciation, and
subsequent accumulated impairment losses. All other property plant and equipment is
stated at historical cost less accumulated depreciation and accumulated impairment losses.

Cost includes expenditure that rare directly attributable to the acquisition of the asset. The
cost of self- constructed assets includes the cost of materials and direct labour plus any
other directly attributable to bringing the asset to a working condition for its intended use.

The new and revised standards adopted in the current period are as follows:

These financial statements have been prepared in accordance with International Financial
Reporting Standards. These financial statements have also been prepared on the historical cost
convention basis as modified by the revaluation of land and buildings, and financial assets and
financial liabilities at fair value through profit or loss. The principal accounting policies adopted are
set out below:-

The Trust has adopted those new and revised standards and interpretations issued by the
International Accounting Standards Board and the International Financial Reporting
Interpretations Committee of the International Accounting Standards Board that are relevant to
its operations and are effective for annual reporting periods beginning on 1 July 2021.

Issued in January 2016. IFRS 16 specifies how an IFRS reporter will recognize, measure, present
and disclose leases. The standard provides a single lessee accounting model, requiring lessees to
recognize assets and liabilities for all leases unless the lease term is 12 months or less or the
underlying asset has a low value. Lessors continue to classify leases as operating or finance, with
IFRS approach to lessor accounting substantially unchanged from its predecessor, IAS 17.
Effective for annual reporting periods beginning on or after 1 January 2020.

The directors anticipate that the new standards, amendments and interpretations will be adopted
in the financial statements when they become effective. The Trust has assessed where
practicable, the potential impact of these new standards, amendments and interpretations that
will be effective in future periods.

Standards and Interpretations affecting amounts reported and/or disclosed in the financial
statements

- 13 -



CCENTRAL MEDICAL STORES TRUST
NNOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FFOR THE PERIOD ENDED 31 MARCH 2022

((ii) SSubsequent costs

((iii) DDepreciation

YYears PPercentage
Buildings 33 years 3%
Plant and machinery 5 years 20%
Motor vehicles 5 years 20%
Office equipment 5 years 20%
Furniture and fittings 5 years 20%
Computer Software 4 years 25%

((iii) DDepreciation 

33.3 IInventories

33.4
((i) FFinancial assets

An asset's carrying amount is written down immediately to its recoverable amount if the
asset's carrying amount is greater than its estimated recoverable amount.
Gains and losses on disposal of property and equipment are determined by comparing the
proceeds from disposal with the carrying amount of the item of property plant and
equipment and are recognised in other operating income/other operating expense in profit
or loss. On disposal of revalued assets, amounts in the revaluation reserve relating to the
asset are transferred to retained earnings.

Inventories are stated at the lower of cost and net realisable value. Cost is determined using the
weighted average cost method.Net realizable value is the estimated selling price in the ordinary
course of business , less applicable variable selling expenses.
IImpairment of assets

Freehold land is not depreciated as it is deemed to have an indefinite useful life. Depreciation
on other assets is calculated using the straight - line method to allocate their cost to their
residual values over their estimated useful lives and is generally recognised in profit and loss,
as follows:

Subsequent costs are included in the asset's carrying amount or recognised as a separate
assets as appropriate only when it is probable that future economic benefits associated with
the item will flow to the Trust and the value of item can be measured realisably. All other
repairs and maintenance costs are charged to profit or loss during the financial period in
which they are incurred.

At each reporting date, the Trust assesses whether there is objective evidence that financial
assets not carried at fair value through profit or loss are impaired. Financial assets are
impaired when objective evidence demonstrates that a loss event has occurred after the
initial recognition of the asset, and that the loss event has an impact on the future cash flows
on the asset that can be estimated reliably such that the carrying value is higher than the net
realisable value.

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at the
end of each reporting period.

Objective evidence that financial assets include default or restructuring of the advance by
the Trust on terms that the Trust would not otherwise consider, indications that a borrower
or issuer will enter bankruptcy, the disappearance of an active market for a security, or other
observable data relating to Trust assets such as adverse changes in the payment status of
borrowers or issuers in the Trust economic conditions that correlate with defaults in the
Trust.

- 14 -



CCENTRAL MEDICAL STORES TRUST 

NNOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FFOR THE PERIOD ENDED 31 MARCH 2022

FFinancial assets (continued)

((ii) NNon - Financial assets
The carrying of the Trust's non-financial assets, other than inventories and deferred tax
assets, are reviewed at each reporting date to determine whether there is any indication of
impairment. If any such indication exist, then the asset's recoverable amount is estimated.
For goodwill and intangible assets that have indefinite lives or that are not yet available for
use, the recoverable amount is estimated each period at the same time.

The recoverable amount of an assets or cash - generating unit is the greater of its value in use
and its fair value less costs to sell. In assessing value in use, the estimated future cash flow
are discounted to their present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks specific to the asset. For the
purpose of impairment testing, assets are grouped together into the smallest group of
assets that generates cash inflows from continuing use that are largely independent of the
cash inflows of other assets or groups of assets (the ''cash generating unit''). The goodwill
acquired in business combination, for the purpose of impairment testing, is allocated to cash- 
generating units that are expected to benefit from the synergies of the combination.

An impairment loss is recognised if the carrying amount of an asset or its cash-generating
unit exceeds its estimated recoverable amount. Impairment losses are recognised in profit or
loss. Impairment losses recognised in respect of cash - generating units are allocated first to
reduce the carrying amount of any goodwill allocated to the units and then to reduce the
carrying amounts of the other assets in the unit ( group of units) on a prorata basis.

Impairment losses on assets measured at amortised cost are measured as the difference
between the carrying amount of the financial assets and the present value of estimated cash
flows discounted at the assets' original effective interest rate. Losses are recognised in profit
or loss and reflected in an allowance account against loans and advances. Interest on the
impaired asset continues to be recognised through the unwinding of the discount. When a
subsequent event causes the amount of impairment loss to decrease, the impairment loss is
reversed through profit or loss.

The Trust consider of impairment at both a specific asset and collective level. All individually
significant financial assets are assessed for specific impairment. All significant assets found
not to be specifically impaired are the collectively assessed for any impairment that has been
incurred but not yet identified .Financial assets that are not individually significant are then
collectively assessed of impairment by grouping together financial assets (carried at
amortised cost) with similar risk characteristics.

When a loan is deemed uncollectible, it is written off and recognised in profit or loss.
Subsequent recoveries are recognised in profit or loss. If the amount of the impairment
subsequently decreases due to an event occurring after the write- down, the realise of the
allowance is recognised in profit or loss.

- 15 -



CCENTRAL MEDICAL STORES TRUST 

NNOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FFOR THE PERIOD ENDED 31 MARCH 2022

33.5 FFinancial instruments
((i) RRecognition

((ii) DDerecognition

((iii) OOffsetting

((iv) FFair value measurement

If there is no quoted price in an active market, then the Trust uses valuation techniques that
maximise the use of relevant observable inputs and minimise the use of unobservable inputs.
The chosen valuation technique incorporates all of the factors that market participants
would take into pricing a transaction.

Subsequent to initial recognition, all financial statements are measured at fair value except
for the Trust's originated loans and receivables (to held for sale),held to maturity investments 
and other financial assets whose fair value cannot be reliably measured. Where the assets
have a fixed maturity date they are measured at amortised cost using the effective interest
rate method. Those that do not have a fixed maturity date are measured at cost, less where
applicable, permanent diminution in value.

The Trust derecognises a financial asset when contractual rights to cash flows from the asset
expire, or it transfers the rights to receive the contractual cash flows in a transaction in which
substantially all of the risks and rewards of ownership of the financial asset are transferred, or
it neither transfer nor substantially all of the risk and rewards of ownership and does not
retain control over the transferred asset. Any interest in such derecognised financial assets
that is created or retained by the Trust is recognised as a separate asset or liability. 

Financial assets and financial liabilities are offset and the net amount presented in the
statement of financial position when, and only when the Trust currently has a legally
enforceable right to offset the amounts and intends either to settle them on a net basis or to
realise the asset and settle the liability simultaneously.

Fair value'' is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date in the principal or,
in its absence, the most advantageous market of which the Trust has access at that date. The
fair value of a liability reflects its non-performance risk.

When available, the Trust measures the fair value of an instrument using the quoted price in
an active market for that instrument. A market is regraded as active if transactions for the
asset or liability take place with sufficient frequency and volume to provide pricing
information on an ongoing basis.

The term financial instruments include assets and liabilities. Financial instruments are initially
recognised at cost, which is fair value of the consideration paid or received to acquire the
asset or liability respectively.
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CCENTRAL MEDICAL STORES TRUST 

NNOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FFOR THE PERIOD ENDED 31 MARCH 2022

((iv) FFair value measurement (continued)

33.6

aa) SShort term employee benefits

bb) PPension obligations

If an asset or a liability measured at fair value has a bid price and an ask price, then the Trust
measures assets long positions at a bid price and liabilities and short positions at an ask
price. Portfolios of financial assets and financial liabilities that are exposed to market risk and
credit risk that are managed by the Trust on the basis of the net exposure to either market or
credit risk are measured on the basis of a price that would be received to sell a net long
position (or paid to transfer a net short position) for a particular risk exposure. Those
portfolio - level adjustments are allocated to the individual assets and liabilities on the basis
of the relative risk adjustment of each of the individual instruments in the portfolio.

The fair value of a demand deposit is not less than the amount payable on demand,
discounted from the first date on which the amount could be required to be paid. The Trust
recognises transfers between levels of the fair value hierarchy as of the end of the reporting
period during which the change has occurred.

The best evidence of the fair value of a financial instrument at initial transaction is normally
the transaction price, i.e. the fair value of the consideration given or received. If the Trust
determines that the fair value at initial recognition differs from the transaction price and the
fair evidence neither by a quoted price in an active market, then the financial instrument is
initially measured at fair value, adjusted to defer the difference between the fair value at
initial recognition and the transaction price. Subsequently, that difference is recognised in
profit or loss on an appropriate basis over the life of the instrument but no later than when
the valuation is wholly supported by observable market data or the transaction is closed out.

EEmployee services benefits

Short - term benefits consists of salaries, accumulated leave payments, bonuses and any non-
monetary benefits such as medical aid contributions.

Short term employee benefit obligations are measures on an undiscounted basis and are
expensed as the related services is provided. A liability is recognised for the amount
expected to be paid if the Trust has a present legal or constructive obligation to pay this
amount as a result of past service provided by the employee and the obligation can be
estimated reliably.

The Trust contributes to a defined contribution plan managed by Old Mutual Limited. The
scheme is generally funded through payments to a privately administered pension insurance
plan on a mandatory and contractual basis. A defined contribution plan is a pension plan under
which the Trust pays fixed contributions into a separate entity. The Trust has no legal or
constructive obligations to pay further contributions if the fund does not hold sufficient
assets to pay all employees the benefits relating to employee service in the current and prior
periods.
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CCENTRAL MEDICAL STORES TRUST 

NNOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FFOR THE PERIOD ENDED 31 MARCH 2022

33.7

33.8 PProvisions

33.9

33.10

33.11

33.12 IIncome tax

TTreasury fund

FFinancing costs

The treasury fund represents start up and additional capital funds provided by the Trustees for
the operation of the entity.

Interest income is recognised in profit or loss as it accrues, taking into account the effective yield
on the asset. All interest and other costs incurred in connection with borrowing are expensed as
incurred. The interest expense component of finance lease payments is recognised in profit or
loss.

Where there are a number of similar obligations, the likelihood that an outflow will be required in
settlement is determined by considering the class of obligations as a whole. A provision is
recognise even if the likelihood of an outflow with respect to any one item included in the same
class of obligations may be small.

Provision are measured at the present value of the expenditure expected to be required to settle
the obligation using a pre-tax rate that reflect current market assessments of the time value of
money.

CCash and cash equivalents
In the statement of cash flows, cash and cash equivalents includes cash in hand, deposits held at
call with banks, other short-term highly liquid investments with original maturities of three
months or less, and bank overdrafts, Bank overdrafts are included in current liabilities in the
statement of financial position. Cash and cash equivalents are measured at amortized cost.

Trade payables are obligations to pay for goods or services that have been acquired in the
ordinary course of business form suppliers. Account payable are classified as current liabilities if
payment is due within one year or less. If not, they are presented as non- current liabilities.

Trade payable are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest method.

Provision are recognised when the Trust has a present legal or constructive obligation as a result
of past events; it is probable that an outflow of resources will be required to settle the obligation;
and the amount has been reliably estimated. Provision are not recognised for future operating
losses.

TTrade payables

Central Medical Stores Trust is exempt from income tax under paragraph (6) (xi) of Central
Medical Stores Trust Schedule of the Taxation Act Cap 41:01 and therefore no deferred or income
tax is accounted for in the financial statements.
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CCENTRAL MEDICAL STORES TRUST 

NNOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FFOR THE PERIOD ENDED 31 MARCH 2022

33.13

33.14

33.15

33.16

44

44.1 PProperty, plant and equipment

Trade receivables are amounts due from customers for merchandise sold in the ordinary course
of business. If collection is expected in one year or less they are classified a s current assets, if not,
they are presented as non-current assets. Trade receivables are recognised initially at fair value
and subsequently measured at amortised cost using the effective interest method, less provision
for impairment.

Foreign currency transaction are translated into the functional currency using the exchange rates
prevailing at the dates of the transaction or valuation where items are re-measured. Foreign
exchange gains and losses resulting from the settlement of such transactions and from the
translation at period- end exchange rates of monetary assets and liabilities denominated in
foreign currencies are recognised in the profit or loss.

Surplus on the revaluation of assets is transferred to non-distributable revaluation reserve.
Depreciation on revalued property, plant and equipment is charged to other comprehensive
income. On the subsequent sale or retirement of a revalued property, the attributed evaluable
surplus remaining in the property in the property revaluation reserve is transferred directly to the
surplus/ deficit reserve.

Contingent liabilities are potential liabilities that arise from past event whose existence will be
confirmed. Provision for liabilities are recorded when a loss is considered probable and can be
reasonably estimated. The determination of whether or not a provision should be recorded for
any potential liabilities is based on management judgement.

A number of the Trust's accounting policies and disclosures require the determination of fair
value, for both financial and non- financial assets and liabilities. Fair values have been determined
for measurement and /or disclosure purposes based on the following methods. When applicable,
further information about the assumptions made in determining fair values is disclosed in the
notes specific to that asset or liability.

The property, plant and equipment held for use in the production and for administrative purposes,
are stated at their depreciated replacement amounts, being the fair value at the revaluation date,
less any subsequent accumulated depreciation and subsequent impairment losses.

CContingent liabilities

DDETERMINATION OF FAIR VALUES

SSIGNIFICANT ACCOUNTING POLICIES ( CONTINUED )

FForeign currency transactions

RRevaluation reserve

TTrade and other receivables
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CCENTRAL MEDICAL STORES TRUST 

NNOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FFOR THE PERIOD ENDED 31 MARCH 2022

55 RRISK MANAGEMENT 
55.1

a) Market risk;
b) Credit risk; and 
c) Liquidity risk

55.1.1

Revaluations are performed with sufficient regularity such that the carrying amount does not
differ materially from that would be determined using fair values at the reporting date. Any
revaluation increase arising on the revaluation increase arising on the revaluation is credited to
the revaluation reserve and a decrease in carrying amount arising on the revaluation is charged to
other comprehensive income to the extent that it exceeds the property's revaluation reserve
relating to previous revaluations.

Depreciation on the revalued properties is charged to other comprehensive income. On the
subsequent sale or retirement of a revalued property, the attributable revaluation surplus
remaining in the property's revaluation reserve is transferred directly to retained earnings. Motor
vehicles, fixtures and equipment are stated at cost less accumulated depreciation and any
accumulated impairment losses.

Property and plant in course of construction for production or administrative purpose are carried
at cost, less any recognised impairment loss. Depreciation of these assets commences when the
assets are ready for their intended purpose. Depreciation is charged so as to write off the cost or
revaluation of assets, other than land and properties under construction, over estimated useful
lives, using the straight - line methods. The gain or loss on arising on the disposal or retirement of
an item of property, plant and equipment is determined as the difference between the sale
proceeds and the carrying amount of the asset and is recognised in profit or loss.

PProperty, plant and equipment (continued)

MMarket risk

MMarket 

Risk management is carried out by senior management under policies approved by the board of
trustees. The board provides written principles for overall risk management, as well as policies
covering specific areas, such as foreign exchange risk, interest rate risk, credit risk, and
investment of excess liquidity.

FFinancial risk management
The Trust's activities expose it to a variety of financial risks including:

The Trust's overall risk management programme focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects on the Trust's financial performance.

Market risk is the risk that the fair value on future cash flows of a financial instrument will fluctuate
because of changes in the market prices. The Trust's market risk arise from open position in (a)
foreign currencies and (b) interest bearing assets and liabilities to the extent that these are
exposed to general and specific market movements.
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CCENTRAL MEDICAL STORES TRUST 

NNOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FFOR THE PERIOD ENDED 31 MARCH 2022

(i)

22022 22021
MMK'000 MMK'000

Amount payable 14,087,358       17,237,381      

55.1.2

The Trust monitors currency fluctuations on a regular basis to minimise this risk, but does
not hedge currency movement risks.

The carrying value of the Trust's foreign currency denominated monetary assets and
monetary are as follows:

FForeign currency risk

United States Dollars ($) denominated monetary
liabilities

In the normal course of business, the Trust enters into transactions denominated in foreign
currencies. Foreign exchange risk arises when future commercial transactions are
recognised as assets or liabilities denominated in a current that is not the entity's functional
currency and remain unsettled.

The Trust procures medicines and medical supplies which are denominated in foreign
currency. Hence exposure to exchange rate fluctuation arise.

CCredit risk
Credit risk arises from cash and cash equivalents, deposits with banks and financial institutions, as
well as credit exposures to hospitals and health facilities including outstanding receivables and
committed transactions. Deposits are only placed with Commercial Banks in Malawi. Receivables
are guaranteed by the Malawi Government on behalf of government hospitals and health facilities
and are made to customers with good credit history. 

The Trust places deposits with reputable banks and financial institutions on management
discretion. Banks and financial institutions are assessed based on available current financial
information and past experience. No independent credit rating is available in Malawi.

With respect to outstanding receivables that are not impaired and are past due there are no
indications as of the reporting date the debtors will not meet their payment obligations. No
collateral is held to reduce credit risk.
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CCENTRAL MEDICAL STORES TRUST 

NNOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FFOR THE PERIOD ENDED 31 MARCH 2022

55.1.2

GGross carrying 
aamount 00 - 6 Months

OOver 12 
Months

MK'000 MK'000 MK'000
As at 31 March 2022

12,477,821          -                                12,477,821      
Cash and cash equivalents 9,435,668             9,435,668          -                               

21,913,489          9,435,668          12,477,821      

As at 30 June 2021

7,546,964             -                                7,546,964         
Cash and cash equivalents 796,730                 796,730               -                               

8,343,694             796,730               7,546,964         

(i)

(ii)

(iii)

Note
Gross                       
22022

Carrying 
aamount   2022

Gross                
22021

MK'000 MK'000 MK'000

9 13,141,729          7,548,743          8,117,121         

10 9,435,668             9,435,668          796,730             

22,577,397          16,984,411       8,913,851         

Trade and other receivables

Cash and cash equivalents

Staff receivables

Short-term deposits

Exposure to credit risk

Credit risk (continued)

Staff received are reconciled through payroll deductions and, on termination, terminal
benefits.

The Trust limits its exposure to credit risk by depositing its excess cash only with reputable
established commercial banks and discount houses accredited by the Reserve Bank of
Malawi. Considering their high credit ratings and Reserve Bank of Malawi close monitoring of
these financial institution, Management does not expect any institution to fall to meet its
obligations.

The carrying amount of financial assets represents the maximum credit exposure. The
maximum exposure to credit risk at the reporting date was;

The table below analyses Trust credit risk exposure:

Trade receivables and other receivables
(excluding prepayments)

Trade receivables and other
receivables(excluding prepayments)
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NNOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FFOR THE PERIOD ENDED 31 MARCH 2022

55.1.2

iiv)

GGross                
22022

IImpairment  
22022

GGross                
22021

MMK'000 MMK'000 MMK'000
Not past due 3,049,309             -                                406,334             
Past due 31 - 90 days 2,485,273             -                                2,241,606         
Past due above 90 days 6,943,239             5,592,986          4,899,014         

TTotal 12,477,821          5,592,986          7,546,954         

22022 22021
MMK'000 MMK'000

Opening balance 2,934,975            2,878,464         
Impairment loss recognised 273,121                56,510                

CClosing balance 3,208,095            2,934,974          

iiv)

AAllowances for impairment

'The Trust establishes an allowance for impairment losses that represents its estimate of
incurred losses in its trade and other receivables. The trade and other receivables allowance
are a mostly specific loss component that relates to individual exposures by receivables
balances.

The movement in the allowance for impairment in respect of trade receivables during the
period was as follows:

The aging of trade receivables at the reporting date was:

Based on historic default rates, the Trust believes that no impairment allowance is necessary
in respect of trade receivables not past due or due by up to 30 days.

Impaired trade and other receivable are receivables for which the Trust has identified
objective evidence of default, such as amounts for which payments are due and unpaid for 90
days or more.

IImpaired trade and other receivables

IImpairment losses

CCredit risk (continued)

IImpairment losses

IImpairment policy
The Trust writes off receivable balance and any related allowances for impairment losses
when the Trust determines that the receivable balances are uncollectible.
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NNOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FFOR THE PERIOD ENDED 31 MARCH 2022

55.1.2

vv)

22022 22021
NNote MMK'000 MMK'000

FFixed rate instructions
Financial assets 10 9,435,668          796,730             

vvi) Fair values versus carrying amounts

5.1.3 LLiquidity risk

                Carrying amount   

The table below analyses the Trust's financial liabilities into relevant groupings based on the
remaining period at the reporting date to the contractual maturity date. The amounts disclosed in
the table are the contractual undiscounted cash flows including interest obligations. Balances due
within 12 months equal their carrying amounts as the impact of discounting is not significant.

The fair values of financial assets and liabilities are the same as carrying amounts shown in the
statement of financial position and the basis for determining fair values is disclosed in
accounting number (4).

Liquidity risk is defined as the risk that the maturity dates of significant assets and liabilities do not
match. An unmatched position enhances profitability but can also increase the risk of losses. The
Trust's management monitors liquidity risk at monthly intervals to minimise this risk.

Prudent liquidity risk management implies maintaining sufficient short-term cash and marketable
securities and the availability of funding through an adequate amount of committed credit
facilities whenever it is appropriate and cash flow forecasts indicate a short fall.

Management closely monitors its cash position and the timing of when liabilities become due, to
ensure adequate funds are available to meet Trust's financial obligations as and when they fall
due. The Government provides annual budget for medicines and medical supplies and
management monitors its spending to remain within Government approved limits.

The Trust's policy is to settle payables within approved credit limits from invoice date. Surplus
cash held by Trust over and above balances required for working capital management is invested.

Profile

Credit risk (continued)

At the reporting date the interest rate profile of the Trust's interest - bearing financial
instruments were:
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NNOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FFOR THE PERIOD ENDED 31 MARCH 2022

55.1.3 LLiquidity risk (continued)
00 - 3 months 33 - 12 months GGreater than

112 months
AAs at 31st March 2022
AAssets
Trade and other receivables 7,379,688             6,943,239          14,322,926      
Cash and cash equivalents 9,435,668             -                                9,435,668         

16,815,356          6,943,239          23,758,594      

LLiabilities
Trade and other payables 4,231,166               15,286,107         19,517,273       

Current liquidity gap 12,584,190           (8,342,868)          4,241,321          

AAs at 30 June 2021
AAssets
Trade and other receivables 3,218,097             4,899,014          8,117,111         
Cash and cash equivalents 796,730                 -                                796,730             

4,014,827             4,899,014          8,913,841         

LLiabilities
Trade and other payables 3,393,281               18,194,959         21,588,240      

Current liquidity gap 621,546                   (13,295,945)       (12,674,399)      

55.2 CCapital risk management

55.3 FFair value estimation

Trust' objectives when managing capital are to safeguard its ability to continue as a going concern
in order to provide return and benefits for stakeholders and to maintain an optimal capital
structure to reduce the cost of capital.

The estimated net fair values of receivables, cash and cash equivalents payables approximate the
related concern in order to provide return and benefits for stakeholders and to maintain an
optimal capital structure to reduce the cost of capital.
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NNOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FFOR THE PERIOD ENDED 31 MARCH 2022

66 AACCOUNTING CLASSIFICATIONS AND FAIR VALUES OF FINANCIAL INSTRUMENTS

VValuation models

LLevel 1:

Level 2:

Level 3:

If the Trust measures portfolios of financial assets and financial liabilities on the basis of net
exposures to market risks, then it applies judgement in determining appropriate portfolio-level
adjustments such as bid-ask spreads. Such adjustments are derived from observable bid-ask
spreads for similar instruments and adjusted for factors specific to the portfolio. Similarly, when
the Trust measures portfolios of financial assets and financial liabilities on the basis of net
exposure to the credit risk of a particular counterparty, then it takes into account any existing
arrangements that mitigate the credit risk exposure (e.g master netting agreements with the
counter party).

inputs that are quoted market prices (unadjusted) in active markets for identical
instruments.
inputs other than quoted prices included within Level 1 that are observable
either directly (i.e as prices) or indirectly (i.e derived from prices). This category
includes instruments valued using: quoted market prices in active markets for
similar instruments: quoted prices for identical or similar instruments in markets
that are considered less than active; or other valuation techniques in which all
significant inputs are directly or indirectly observable from market data.

Inputs that are unobservable. This category includes all instruments for which
the valuation technique includes inputs not based on observable inputs have a
significant effect on the instrument's valuation. This category includes
instruments that are valued based on quoted prices for similar instruments for
which significant unobservable adjustments or assumptions are required to
reflect differences between the instruments.

The objective of valuation techniques is to arrive at a fair value measurement that reflects the
price that would be received to sell the asset or paid to transfer the liability in an orderly
transaction between market participants at the measurement date.
The Trust used widely recognised valuation models for determining the fair value of common and
more simple financial instruments such as interest rate and currency swaps that use only
observable market data and require little management judgement and estimation. Observation
prices or model inputs are usually available in the market for listed debt and equity securities,
exchange-traded derivatives and simple over-the-counter derivatives such as interest rate
swaps. Availability of observable market prices and model inputs reduces the need for
management judgement and estimation and also reduces the uncertainty associated with
determining fair values. Availability of observable market prices and inputs. Availability of
observable market prices and inputs varies depending on the products and markets and is prone
to changes based on specific events and general conditions in the financial markets.

The fair values of financial assets and financial liabilities that are traded in active markets are
based on quoted market prices or dealer price quotations. For all other financial instruments, the
Trust determines fair values using other valuation techniques. For financial instruments that trade 
infrequently and have little price transparency, fair value is less objective, and requires varying
degrees of judgement depending on liquidity, concentration, uncertainty of market factors,
pricing assumptions and other risks affecting the specific instrument.

The Trust measures fair values using the following fair value hierarchy, which reflects the
significance of the inputs used in making the measurements.
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CCENTRAL MEDICAL STORES TRUST 

NNOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FFOR THE PERIOD ENDED 31 MARCH 2022

22022 22021
MMK'000 MMK'000

88 IINVENTORIES
Surgical equipment 3,330,217                        5,422,265            
Tablets and capsules 2,371,837                        4,391,099            
Injectables 2,177,340                        3,440,091            
Galenicals 1,192,580                        2,216,724            
Sutures 1,234,452                        1,847,973            
Surgical dressings 1,451,602                        1,275,224            
X-ray films and equipment 727,585                            979,782                
Laboratory items & Reagents 610,543                            936,242                
Dispensary items 202,675                            341,764                
Dental items 182,821                            277,673                
Hospital equipment 134,443                            138,364                
Raw materials 55,082                               90,010                   
Vaccines 44,606                               71,782                   
Hospital beddings 62,142                               66,323                   
Mantino DFID 22,530                               25,817                   
Opthalmic 1,013                                  8,783                      
Expired inventory 1,661,179                        1,672,380            

15,462,646                     23,202,295         
Less: provision for expired inventory (1,661,179)                      (1,672,380)          

13,801,467                     21,529,914         
Stationery 12,633                               30,680                   

TTotal inventory 13,814,100                     21,560,594         

99 TTRADE AND OTHER RECEIVABLES
Trade receivables 12,477,821                     7,546,964            
Other receivables and prepayments 663,908                            570,157                

13,141,729                     8,117,121            
Less provision for doubtful receivables (5,592,986)                      (4,664,339)          

7,548,743                        3,452,782            
Less long term staff receivables (169,055)                          (111,537)               

Short term trade and other receivables 7,379,688                        3,341,245            
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TTRADE AND OTHER RECEIVABLES (CONTINUED)
22022 22021

MMK'000 MMK'000

Current 3,049,309                        406,334                
31-90 days 2,485,273                        2,241,606            
Above 90 days 6,943,239                        4,899,014            

12,477,821                     7,546,954            

110 CCASH AND CASH EQUIVALENTS
Cash at bank and in hand 9,435,668                        796,730                

111 TTREASURY FUND

Opening balance 21,823,775                     21,823,775         
Recapitalisation fund 12,500,000                     -                           

34,323,775                     21,823,775         

112 CCAPITAL FUND
Opening balance 708,388                            366,091                
Assets received during the period -                                       505,563                
Amortisation of capital fund assets (161,464)                          (163,266)               

546,924                            708,388                

113 RREVALUATION RESERVE
Opening balance 11,687,607                     6,645,981            
Revaluation surplus during the period -                                       5,041,626            
Depreciation relating to revaluated assets (187,509)                          -                           

11,500,098                     11,687,607         

114 AACCUMULATED LOSS

Opening balance (15,989,284)                   (10,679,931)        
Loss for the period (5,943,721)                      (5,309,353)          
Depreciation relating to revaluated assets 187,509                            -                           

(21,745,496)                   (15,989,284)        

The ageing of trade receivables at the reporting
date was  as follows:-

The carrying amount of trade receivables of MK12.5 billion is a reasonable approximation of their 
fair values.
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22022 22021
MMK'000 MMK'000

115 TTRADE AND OTHER PAYABLES
Trade payables 16,933,782                     20,121,636         
Other payables and accruals 2,583,491                        1,466,604            

19,517,273                     21,588,240         

Current 1,033,318                        1,474,737            
0-30 days 614,357                            451,940                
31-90 days 1,147,172                        5,974,995            
Above 90 days 14,138,935                     12,219,964         

16,933,782                     20,121,636         

116 RREVENUE
Regional Medical Stores (South) 8,728,178                        10,500,034         
Regional Medical Stores (Centre) 9,655,369                        9,452,176            
Regional Medical Stores (North) 3,009,088                        3,382,085            

21,392,635                     23,334,295         

117 CCOST OF SALES
Opening inventory 21,529,914                     17,839,189         
Add Purchases 9,813,513                        22,824,847         
Less: Closing inventory (13,801,467)                   (21,529,914)        

CCost of sales 17,541,961                     19,134,122         

118 OOTHER INCOME
Service charge-UNICEF commodities 288,798                            411,949                
Service charge-Covid 2019 Procurements -                                       276,392                
Service charge-distribution of donated items 106,588                            95,719                   
Interest received 334,012                            62,073                   
Rent received 14,765                               21,455                   
Sale of bid documents 6,559                                  5,216                      

750,721                            872,804                

The ageing of trade payables at the reporting
date was  as follows:-

The carrying amount of payables of MK20.1 billion is a reasonable approximation of their fair 
values.
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22022 22021
MMK'000 MMK'000

119 AADMINISTRATIVE EXPENSES
Salaries and benefits 2,026,942                        2,474,435            
Boarded off items/expired inventory 2,869,641                        1,930,810            
Impairment  loss of receivables 928,647                            1,785,874            
Depreciation 550,161                            506,221                
Hiring of security guards 327,517                            422,136                
Fuel and lubricants 973,699                            419,101                
Rent/lease (warehouse/office) 338,159                            370,539                
Subsistence allowance 336,660                            335,175                

230,818                            290,582                
Motor vehicle maintenance 100,078                            136,488                
Office sundries 57,676                               106,748                
Training 56,520                               85,341                   
Telephone charges 72,871                               84,547                   
Insurance costs 83,566                               80,945                   
Electricity charges 58,730                               73,784                   
Legal and Consultancy Fee 273,121                            56,510                   
Bank charges 21,143                               55,420                   
Repairs of plant and equipment 28,720                               53,405                   
Publications and advertising 9,496                                  40,277                   
Maintenance of buildings 38,465                               39,380                   
Stationery 7,205                                  32,363                   
Water and sanitation 34,652                               29,813                   
Audit fees 25,418                               27,994                   
Uniform and protective clothing 79                                         19,993                   
Computer costs 4,145                                  1,636                      

272,441                            -                           

9,726,568                        9,459,517            

PPresented  on page 9 as follows:
Administration costs 7,949,254                        7,437,533            
Distribution costs 848,667                            236,110                
Impairment loss 928,647                            1,785,874            

9,726,568                        9,459,517            

Other expenses (AGM, quality control costs and
others)

Corporate social responsibility(medicines
donations)
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220 RRELATED PARTIES

The following were related party transactions and balances:
a) Funding and donations in kind

Global Fund - Assets donated -                                       505,563                
Key management remuneration 212,656                            265,644                
Trustees remuneration 2,575                                  1,800                      

b) Period  end balances
Amounts due to key management 19,238                               72,190                   

c) Government receivable balance:
All government receivables 12,212,031                     7,562,224            

221 CCAPITAL COMMITMENTS

222 CONTINGENT LIABILITIES

NAME NNATURE OF CASE
Prisca Kumwenda( MIRA INVESTMENT)

Glyn Sosola vs Majid
Panjwani,UNICHEM,Trustees CMST, PMPB
and AG

Related parties of Central Medical Stores Trust are Malawi Government, Chief Executive Officer,
Directors and Board of Trustees and Government affiliated entities.

As at 31 March 2022, the Trust had several commitments amounting to MK216 million (2021:
MK146million). The commitments will be financed by the Trust's and internal resources.

As at 31 March 2022, CMST has the following lawsuits

The plaintiff is claiming the sum of
MK220,800,000.00 from the defendant. The
defendant is counter claiming the sum of
MK6,624,000.00 being WHT on the innitial amount.
However, the claimant was paid in full the principal
sum.
The plaintiff is claiming MK39,000,000.00 being legal
charges and collection fees on the matter.CMST is
of the opinion that the plaintiff lawyers are only
entitled to MK7,000,000.00.

The plaintiff's is claiming for aggriviated damages for 
defamation, false improsonment and milicious
procesution. CMST will likely not incure any liability
in the case as the person was not an employee of
CMST. The only liability to be incurred will be cost
for defending the case.
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NNAME NATURE OF CASE
Reliance Trading Compant vs CMST

SADM Pharmaceulticals Limited

Godfrey Linje and 5 Others

Levison Changole t/a Hosmate Vs CMST

Keryn Oleander Theu vs CMST

The plaintiff claim is for the sum of MK1,200,000.00
damages for unfair dismissal, employer and
employees pension contribution severance pay,
annual leave pay cash in lieu of notice pay interest on
cumulative terminal benefits and legal cost. This
amount was proposed by the Claimants legal council
after CMST refused to pay an innitial claim on
MK10,266,180.00. CMST will likely pay the amount
and have the case closed. 

The Plaintiff claim is for the sum of MK134,086,500
or in alternative an order for specific performance of
contract for the supply of 3,154 masks, the claimant
claims damage s for breach of contact of CMST'S
failure to order the remaining masks.CSMT will likely
be found liable for the claimed amount.

The plaintiff is claiming for unfair dismissal and
severance allowance. The case went for prehearing
conference where the parties failed to reach an
agreement. The plaintiff withdrew the matter
wholly.CMST will not incur any liability.

The plaintiff's claim is for the sum of MK8,500,000.00  
being Legal Fees for an out of court settlement for
supply on N95 at a total cost of MK196,000,000.00.
CMST has refused and has counter offered to pay
MK3,000,000. After negotiations CMST is expected
to pay MK3,000,000.00 as agreed.

The plaintiff's claim is for compound interest on the
sum of USD 4,366,848.76 on invoice amounts when
delayed. The Judge has granted that the amount be
paid, compound interest as well as cost of action.
CMST appealed against the decision to Supreme
Court of Appeal and CMST is waiting for date of
hearing and strongly believes for a successful
appeal.
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223 MATTER OF UNCERTAINTY RELATING TO GOING CONCERN

24 SSUBSEQUENT EVENTS

25 CCHANGE IN ACCOUNTING PERIOD

26 IINFLATION AND EXCHANGE RATES

2022 22021
Kwacha/US Dollar 825.00                                806.02                    
Kwacha/Euro 1,216.08                            1,024.04                
Kwacha/Rand 66.22                                   61.04                       
Inflation rate (%) 19.1% 9.1%

Kwacha/US Dollar 1028.48 816.91
Kwacha/Euro 1080.02 1000.93
Kwacha/Rand 63.11 57.12

The Government of Malawi has changed its financial calendar year from 30th June to 31st March.
The Authority being a whole institution owned by government has been affected by this
change,resulting into nine months being reported in the period under review.

The exchange rate of the period-end buying and selling rates of the major foreign currencies
affecting the performance of the Trust are as stated below, together with the National
Consumers Price Index which represents an official measure of inflation.

At the time of signing the financial statements, the
exchange rates were as follows:-

Covid-19 pandemic continued in the period 2021. The pandemic continued affecting operations
of the Trust, as slow down in service derivery was being experienced as some Staff were working
on rotation. The pandemic has impacted on Procuremnt of Medicines and Medical Supplies
negatively as most suppliers were not supplying timely due worldwide closures of manufacturing
plants and delays in shipments due to the pandemic. The Trust cash flow was affected as there
were delays in receipts from customers as a result of shut downs in operations in most
institutions.

Continued implementation of approved Functional Review and Job Evaluation by Malawi
Governemnt and the Board is expected to see CMST turn-around as, strategic funtions have
been introduced which will see the Trustee grow in revenue and improve its business processes.

The Trust had made a loss for the period of MK5.7 billion (2021: loss of MK5.1 billion). The going
concern of the Trust is dependent on the continued business operations for the next foreseeable
future, the resumption of profitable operations and continued support from the Government of
Malawi. 

The Trust is expected to continue being in business as recapitalization of MK12.5 billion was
received in December 2021 to support business turn-around strategies which focus on financial
sustainability (through recapitalization and increase in revenue generation) and operational
efficiency to reduce expiries and streamline operational expenditure primaliry aiming at boosting
revenues for the organisation and improve cash flow.
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