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In another meeting of experts on 12" May 2004 held to take a decision on
purchase of second cobalt machine at Safdarjung Hospital, the members were of the
view that though the initial cost for Linear Accelerator Machine was more, in view of
maintenance cost of cobalt technology which required source replacement after 7 to 8
years, per patient cost was same as that of Low Energy Linear Accelerator Machine.
The Director JIPMER had also pointed out that Low Energy Linear Accelerator
Machine was superior to Cobalt Machine for treatment of deep-seated tumours. Most
of the experts were of the view that if Safdarjung Hospital already had one functional
Cobalt Machine procured and installed in 1992, then new purchase should be of Low
Energy Linear Accelerator Machine.

Notwithstanding these recommendation and the fact that one cobalt unit were
already functional in the hospital, Safdarjang hospital purchased 2" cobalt therapy
unit in March 2005 at a cost of Rs. 2.10 crore. Reasons for purchasing 2" Cobalt
therapy machine despite recommendations of experts to the contrary were not on
record. This resulted in depriving the patients of the benefits of improved/ new
technology, apart from hazards of the radioactive source.

7.2.3 Non-adjustment of outstanding advances given to suppliers

Scrutiny of records of Safdarjung hospital, Dr. R.M.L. Hospital and
NEIGRIHMS Hospital revealed that large amounts of outstanding advances given to
suppliers for services rendered or supplies made from 1986-87 to 2006-07 remained

unadjusted as indicated in the following table:
(Rupees in crore)

Advances outstanding Amount of afivance
outstanding
Upto 5 years 51.11
6-10 years 1.90
11-15 years 0.31
Above 15 years 0.05
Total 53.37

The reasons for outstanding amounts for adjustments have been called for
from the department. The Ministry stated (August 2007) that the outstanding
advances would be adjusted shortly.

7.3  Bid document preparation and bidding process management etc.
7.3.1 Preparation of Bid document

Consequent upon decentralization of purchase activities by DGS&D, Ministry
of Health & Family Welfare issued instructions (January 1993) regarding procedure
to be followed for purchase of stores/equipments by various organizations including
delegation of enhanced financial powers. As per these instructions, the tender set and
the resultant contract was to be adopted as per DGS&D standard proforma including
terms and conditions with some modifications. Scrutiny of the bid document
preparation in the Ministry and its subordinate and attached offices showed that
standard bidding documents as per DGS&D standard proforma was not adopted by
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RML, LHMC, SSK Hospital and AIIMS and instead separate non-standard bid
documents had been adopted by these hospitals.

Scrutiny of the non-standard bid document disclosed that in some cases
important provisions relating to ‘liquidated damages’, ‘document establishing bidder
eligibility and qualification’, ‘force majeure’, ‘packing’ etc had been left out. The
‘levy of liquidated damage charges in case of late supply’ and ‘replacement of
machinery & equipment in the case of non performance of the equipment within
guarantee period’ etc adopted by the AIIMS under sections II and III were not in
accordance with the DGS&D standard bid documents. Further, various forms
specified under section VII to XII of standard bidding documents relating to bid form
& price schedule, bid security form, contract form, performance security form etc.
were also not provided for in the non-standard bid documents. Similarly, the bid
document of National Tuberculosis Institute Bangalore and All India Institute of
Speech and Hearing (AIISH) Mysore did not provide for important clauses viz.
‘performance security’, ‘warranty period’, ‘imposition of penalty for delay in supply
and installation of equipments’ and ‘bid security’.

As the Hospitals are procuring high value equipment on regular basis, the
clauses referred in the DGS&D standard bid documents are important for
safeguarding the interest of the Government and also has indirect financial
implication in the evaluation of offers and executing the contract. In 162 test-checked
cases in CGHS, RML hospital, Safdarjang hospital, AIIMS and PGIMER,
Chandigarh, supply of medicines and equipment had been delayed in 38 cases for
periods ranging from 2 to 10 months. In the absence of liquidated damages clause in
the bid, penalty of Rs. 37.08 lakh based on rate of 0.5 per cent of the delivered price
of the delayed goods for each week of delay or part thereof until actual delivery upto a
maximum of 10 per cent as per the terms and conditions of standard bid was not
recovered.

Recommendation

> The bidding documents should be reviewed and standardised in line with
standard documents of the DGS&D across all the attached and
subordinate offices of the Ministry.

The Ministry stated (August 2007) that the bidding documents of the hospitals
had now been standardised.

7.3.2 Bidding process management

The bid evaluation process should be fair and transparent and proceedings of
the committees should be recorded in detail. Indent for procurement of equipment
valuing Rs. 50 lakh and above are raised on the Procurement Cell of DGHS New
Delhi by various hospitals/ institutions under Ministry of Health and Family Welfare.
The Procurement Cell fixes the calendar of activities annually and informs the
indentors so that indented equipments is procured as per schedule date and payments
are made in the same financial year. In this regard following points were noticed in
audit:
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a) Delay in processing and award of contract

As per provision of Chapter 7.6 of DGS&D Manual and instructions dated 19"
July 1999 of the department, the indent was to be raised by the indentors only after
obtaining the administrative approval and financial sanction from the competent
authority. In 15 test checked cases out of a total of 35 purchase cases processed in
DGHS Procurement Cell during the period 2002-06, it was noticed that in 14 cases
procurement process had not been completed according to the fixed schedule for the
year, mainly because of delays ranging from 3 to 24 months in obtaining
administrative approval and financial sanction from the competent authority.
Similarly in 14 out of 15 cases test checked, there was delay ranging from 15 days to
eight months in submission of indents by the indentors. In 14 cases, there was delay
of three to 27 months from the date of receipt of indents in the award of contracts.
Delay of 10 to 80 days in evaluation of technical bids by the Technical Evaluation
Committee against the fixed schedule of 15 days from the date of sending technical
bids were also noticed.

Thus, undue delay in obtaining the administrative approval and financial
sanction, submission of indents and evaluation of bids resulted in delay in processing
and award of contract. The Ministry stated that based on audit observation necessary
instructions had been issued to all concerned departments for processing technical
evaluation bids in a time-bound manner of 15 days.

b) Government hospitals were expected to complete the purchase process within
six months from the date of invitation of bid. Delays were noticed in processing and
award of work in the case of various hospitals as indicated below:-

(Rupees in lakh)
Delay in purchase of equipment
Cases 6 tol2 12to 18 18 to 24 24 to 36 More than
Hospital test months months months months 36 months
checked | No. | Cost | No. | Cost | No. | Cost | No. | Cost | No. | Cost
R.M.L 10 - -- 118.16 - -| 2 |24.86 - -
Safdarjung 16 5 | 571.70 1 3570 | 2 2850 | 6 5840 | 1 118.00
LHMC 5 2 46.96 - - 1 16.38 1 979 | -- --
BCGVL, 1 - - - - 1 225.00 | - - - -
Chennai

The main reason for delay in finalization of purchase process was delay in
evaluating the technical and financial bids. The Ministry stated (August 2007) that
instructions would be issued to all hospitals to complete the purchase process within
six months from the date of invitation of bids.

(© Undue haste in procurement

With a view to having wide, fair and adequate competition, it is important that
sufficient time of say 4-6 weeks in case of advertised / global tenders and 3-4 weeks
in case of limited tenders is allowed, except in cases of emergency wherein also a
reasonable time should be permitted. The tender should preferably be kept open for
sale till the date of tender opening or just one day prior to the date of opening.
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It was observed in AIIMS that against the normal time of 4-6 weeks allowed
for submission of tender, only 5 to 16 days was allowed in 8 test checked cases
involving purchase value of Rs. 6.91 crore during 2005-06. It was further noticed that
sale of tender was closed 7 to 17 days before opening of tender. The procurement was
thus done in a manner, which limited competition.

8 Conclusion

Performance audit of Procurement of medicines and medical equipment
in Ministry of Health and Family Welfare revealed that good procurement
practices were by and large not followed and procurement processes were
characterized by ad-hoc decisions. The basic requirement of developing formal
written procedures, using explicit criteria or key performance indicators for
making procurement decisions was not met. Similarly, a Management
Information System for tracking demand and supply of medicines and medical
equipment has not been set-up either in a manual or computerised environment
for planning and managing procurement.

A common formulary or essential drug list had not been developed and
there were wide variations between the number and type of drugs included in
essential drug lists adopted by CGHS and some of the Government hospitals/
Institute.  The Ministry had also failed to formulate any policy on
standardisation of medical equipment and benchmarks for holding of medical
equipment by each hospital based on the size of hospitals, patient load and case
mix etc. As a result, wide variation in the number of makes and models of
medical equipment held by various hospitals was noticed.

The irregularities of suspected cartel formation by local chemists, serious
doubts about the quality of drugs supplied by chemists and delay in a few cases
in settlement of the claims of chemists, brought out by internal and statutory
audit in the years 2002, 2003 and by the consultant engaged by the Ministry for
study of CGHS, persisted as effective corrective measures had not been taken.
Medical Store Organisation failed to meet the needs of various indentors and
only 3 per cent of the total requirement of medicines was supplied by them
during 2002-07. Consequently, large local purchases ranging from 74 to 97 per
cent were noticed due to which the basic objective of making procurement in
larger quantities in order to achieve economies of scale was not achieved.
Failure of the Department to make reasonably accurate estimate of procurement
requirements from time to time resulted in medicines valued at Rs. 5.87 crore
becoming time barred in Government Medical Store Depots and CGHS Store.
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