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Chapter Il - Performance Audit

Health, Medical and Family Welfare Department

2 Procurement and Distribution of Drugs and Equipment

2.1 Introduction

Health, Medical and Family Welfare Department (Dé&pant) provides health and
medical services to the public through various the&dcilities including hospitals and
health care centres under the control of DirecfoHealth (DoH), Director of Medical
Education (DME), Vaidya Vidhana Parishad (VVP) anstitute of Preventive Medicine
(IPM). The procurement and distribution of drugsedicines, surgical items, medical
equipment, etc., to the health facilities in that&tis entrusted to State Medical Services
and Infrastructure Development Corporation (Corporg. In the Combined State of
Andhra Pradesh, the Andhra Pradesh Medical Serdndsinfrastructure Development
Corporation (APMSIDC) had performed the assigna#t.tAfter formation of Telangana
State, the Telangana State Medical Services amdsinficture Development Corporation
(TSMSIDC - Corporation) has been procuring the drugpedicines, surgical items,
consumables, etc., and distributing them to vartwemth facilities functioning under the
control of the Department through Central Medic8teres (CMS) located in each district
of the State. The Corporation has also been medtiegrequirement of medical
equipment by procuring and arranging to instalithdérectly at health facilities.

2.1.1 Organisational Setup

The Managing Director (MD) being functional head tbé Corporation performs his
duties directly under the supervision of the PpatiSecretary of the Department.

Managing Director,

TSMSIDC
|
I : Quality C I Wi I
Procurment Wing - : uality Control Wing .
(Drugs, medicine & Equ_lpment.Wlng (Drugs, medicine & F{,T/?nnce
Surgical items) (Medical equipment) Surgical items) 9
Empanelled
CMSs D be DCA

CHCs, PHCs,

Hospitals ote. eto.

Hospitals CHCs, etc.

PHCs: Primary Health Centre§HCs: Community Health CentreBCA: Drugs Control Administration

Procurement wing, headed by Executive Directorcg@sees/finalises Rate Contracts
(RC) for supply of drugs, medicines, surgical itert., and their distribution to CMSs;

Equipment wing, headed by Executive Director, death procurement and installation

process of medical equipment at health faciliti€ality Control wing, headed by

General Manager, supervises the quality of the gjrogedicines and surgical items; and
Finance wing, headed by Finance Officer, supervigeancial management of the

Corporation. At the district level, CMSs headed Bxecutive Engineers (assisted by
Pharmacist) receives medicines and surgical iteams Supplier firms and distributes them
to health facilities, on the basis of indents.
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2.2 Audit Frame work
2.2.1 Audit Objectives

A Performance Audit was carried out with the objexof evaluating the effectiveness of
the procurement and distribution system and itsachn timely availability of drugs,
medicines and medical equipment at various heattititfes on the basis of:

» Evaluation of the system of assessment and proamemcluding tender evaluation
and finalisation of contracts of drugs, medicirsesgical items and medical equipment

» Assessment of efficiency and effectiveness of g@rdistribution, availability, usage
of drugs, medicines and surgical items; and sumplg installation of medical
equipment; and

» Adequacy of quality control measures

2.2.2  Audit Criteria
Audit findings were benchmarked against criteriarsed from the following:

* Procurement Policy guidelines issued (October 20@bJuly 2012) by the Government
and approved list of Essential Medicines and Satgitems (December 2013,
February and May 2014)

* Relevant orders, notifications, circulars, instioies issued by the State Government
* Tender conditions, quality evaluation reports, etc.

* AP Financial Code

2.2.3 Scope, Audit sample and Methodology of Audit

The Performance Audit was carried out during JuBeptember 2016 covering five year
period 2011-16. Audit methodology involved scrutiwfyrecords relating to procurement

and distribution at State Secretariat and TSMSIGGroration) for the period 2014-16

and at Central Medicine Stores and 28 sampled tatsfihiealth centres in three selected
districts' for the period 2011-16.

Three districts and ten major hospitals were setkdiased on quantum of expenditure on
medicines for the period 2011-16. In each disttimtee Primary Health Centres (PHCS)
and three Community Health Centres (CHCs) werectade based on Simple Random
sample without Replacement method. Details of sathphits are given iAppendix-2.1.

An Entry Conference was held with the Managing Ciwe TSMSIDC in June 2016

wherein audit objectives, methodology, scope, gatand audit sample were explained.
Audit Enquiries were issued, discussions were ket the Corporation authorities at
various levels and photographic evidence was ta#esubstantiate audit findings where
necessary. Responses of the Corporation and hloaptteorities have been incorporated
at appropriate places in the report. An Exit cogriee was held with Government

Adilabad, Hyderabad and Warangal districts
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representatives in December 2016 to discuss andihfjs and the responses of Government
during the Exit Conference have been incorporategpropriate places in the report.

2.2.4 Acknowledgement

We acknowledge the cooperation and assistance nexhtbg the officials of the Health,
Medical and Family Welfare Department during thadwurct of the Performance Audit.

Audit Findings
2.3 Provision and utilisation of funds

For procurement and distribution of drugs, surgitains and equipment, Government
released funds to Director of Health (in respectimigs/surgical items) and to Director
of Medical Education (in respect of both surgid@ms and equipment) who in turn
adjusted it to Personal Deposit (PD) account ofGbeporation. As and when the amount
was credited/adjusted to the PD Account, the amwast booked as expenditure in the
Government accounts.

The amounts released were apportiGresi per the provisions contained in Government
order$ and were utilised by Corporation towards provisigrdrugs, surgical items and
equipment through centralised purchases. Furtheteruthe decentralised procurement
system to facilitate emergency and/or local purebdsy health facilities, out of the total
budget allotted to each health facility, @€ centwas to be earmarked to health facilities
under the control of Director of Health, Commiss&prof Telangana Vaidya Vidhana
Parishad and 2fer centin respect of the health facilities under the oolndf Director of
Medical Education.

During the period 2011-14, againgil,451.56 crore released (Budget provision:
%¥1,770.82 crore) by the erstwhile Government of AadhPradesh to APMSIDC
(Corporation), an amount d¥1,306.49 crore had been utilised by the Corporation
leaving ¥145.07 crore unutilised. Post-bifurcation, duririgg tperiod 2014-16, against
%¥304.64 crore released (Budget provisid#00.80 crore) to TSMSIDC (Corporation), an
amount oR342.38 crore had been utilised by Corporation.

While the expenditure of the Department as a wiraleged from34,980 crore to
%5,737 crore during the years 2011-12 to 2013-1el, prior to bifurcation of the
erstwhile State of Andhra Pradesh, the expenditare drugs, surgical items and
equipment constituted 7 to [@er cent Post-bifurcation, the funds released for drugs,
surgical items and equipment amounte®166.94 crore (1(per cenf in 2014-15 and
%¥137.70 crore (er ceny in 2015-16. The actual expenditure incurred byMSPDC/
TSMSIDC during the period was still less (Table-&fers).

The year-wise details of Budget provision and tle¢eases made to APMSIDC/
TSMSIDC vis-a-visthe expenditure incurred towards procurement amsttiloution of
drugs, surgical items and equipment during theople2011-12 to 2015-16 were as given
in the Table-2.1.

2 DME: 40per cenf DoH: 40per cent TVVP: 18per cent;and IPM: 2per cent
3 GO Rt. No.1357, Health, Medical & Family Welfare IMDepartment, dated 19 October 2009
% as booked in Government accounts after credititig&ing to PD Account
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Table-2.1

R in crore)

Drugs &  Equipment Total Drugs & Equipment Total Drugs &  Equipment Total

Surgical Surgical Surgical
355.50 69.63  425.13 355.25 26.60  381.85 246.31 442  250.73
389.20 93.72  482.92 388.83 60.36  449.19 443.79 4157 485.36
392.30 105.05 497.35 368.65 51.53  420.18 479.07 27.58 506.65
277.53 87.89 365.42 196.05 4.29 200.34 60.99 2.76 63.75
134.56 122.43  256.99 83.29 83.65 166.94 82.47 17.80 100.27
141.89 1.92 143.81 136.13 1.57 137.70* 172.59 69.52 242.11*

Source: Appropriation Accounts of respective yeard data provided by the Corporation

Aup to 1 June 2014from 2 June 2014 to 31 March 2015; *Excess expanglin the year 2015-16 was met from the
opening balance of the previous years and additifurading 0R41.03 crore provided to TSMSIDC consequent upon
bifurcation of the State

It may be seen from the above details that whike bladgeted funds were not being
released in full (shortage:per centin 2015-16 to as high as &r centin 2014-15) the
amount released were not fully utilised, especiallyhe case of procurement of drugs,
medicines and equipment in the year 2014-15 (ndisatton was up to 4@er cen}.

Audit scrutiny of the relevant records in the samdplnstitutions/health facilities also
showed the following:

(i)

(ii)

For meeting emergency local requirements, fundseleased by the Corporation to
the health facilities after approval of the Goveemn

Audit observed that for the year 2015-16, deceiagel budget funds for'3and
4" quarter, intended for emergency/local purchasesaterials and supplies, were
not released (by the Corporation) to any of thephals in the State, forcing the
hospitals to procure emergency drugs/surgical itemsredit basis.

The Corporation, while accepting the audit obséomaistated (November 2016) that
although a proposal was submitted to the Governnfmntelease oR1.31 crore
intended for local purchases, approval was notvede

Non-release of funds intended for emergency pueshad materials and supplies
raises serious concern.

District Medical & Health Officer (DM&HO), Hyderalsbhad not released any funds
intended for procurement of emergency drugs (deaksed purchases) to Urban
Public Health Centres (UPHCs of Hyderabad distridtiring 2011-15. Audit
observed that an amouit8.32 lakh available in the bank accounts of DM&W&s
seized by the Provident Fund Commissioner due fautten payment of mandatory
dues by the DM&HO. However, DM&HO had not initiatedtion to retrieve the
seized amount and took up the matter with the Casioner, Health & Family
Welfare in this regard only in January 2015 i&q ears after the seizure.

Due to non-release of funds, the PHCs had beenveepof the provision made for
emergency drugs during the period 2011-15.
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(iii) Institute of Preventive Medicine (IPM) had not beable to utilis its budget
provision during the years 2013-14 to 2015-16 ig#ttlon: 6 to 1Ger centonly) as
the vaccines indent@dby it, were not supplied by CMS. Audit observedtttespite
the item (Yellow Fever) indented by IPM figuring time list of Additional Medicine
List (AML), CMS was restricting the supply of vaneionly to anti-rabies. The other
indented items were not included in either the Bisgke Medicine List (EML)
or AML. As a result, the Institute was forced toybine vaccines from its own
departmental budget burdening the Institute to eb&nt.

(iv) Four test-checked hospitalkad diverted the decentralised budgetZdfo8 crore
intended for drugs and surgical items during 20&4dk purposes such as purchase
of electrical items, repairs and purchase of lats kind towards payment of
Aarogyasri arrears bills (on recoupment basis).pials attributed the diversion of
funds to non-allocation of sufficient budget fromov@rnment under those heads.

(v) Central Medicine Stores (CMS), Hyderabad and CM&rafigal had supplied drugs
to Nizam’s Institute of Medical Sciences (NIMS) ljy& %27 lakh) and Prisons
Department, Warangal (valu& lakh). Although the amounts were remitted by both
the authorities, the Corporation, instead of reéngtthe same into PD account, held
back the same.

2.4 Drugs, medicines and surgical items

Government had introduced (October 2009) a newuPeocent Policy to improve the

existing system of procurement and supply of medgiin the health institutions/

facilities with the objective of making availablssential medicines of good quality, at all
health facilities in the State at all times, pracgrthe same at competitive prices in a
transparent manner and promoting rational use dficimes.

Essential medicinésare the medicines that address the priority hezgite requirements
of a given population. A Standing Expert Committde to prepare an Essential
Medicines List (EML) which must be available at #ike health facilities as per need,
besides an Additional Medicines List (AML) to takare of specific requirements of
hospitals. The Corporation and all health inst$i under the control of the Department
were to procure and supply only those medicingsdign the EML/AML, based on their
requirements.

5 2013-14: Budget released®6.20 crore/utilized Z0.36lakh (6per cen}; 2014-15: Budget released?2.18 crore/
utilised -%0.34lakh (16per ceny); 2015-16: Budget released2.18 crore/utilised ¥0.26lakh (12per ceny (figures
based on original allocation ap2r centto IPM)

6 Vaccine - Yellow Fever and Sera (Anti A, Anti B, tAAB), etc.

" Osmania General hospital, Hyderab&f:02 crore; Gandhi hospitat0.91 crore (Payment of Aarogyasri arrears
bills); SRRIT&CD hospitalZ0.06 crore (Repairs & purchase of lab kits); and GNEtlaburjz0.09 crore (Purchase
of stationery items)

8 The medicines are selected through an evidenaedha®cess with due regard to public health relezaquality,
safety, efficacy and comparative cost effectiveness

9 DME (Chairperson), DoH, Commissioner, TVVP, Directd IPM, MD, TSMSIDC (Member Convener), Director
General, Drugs Control Administration, etc., as ihera and three Professors of Surgery, ProfessBhafmacology,
three Professors of Medicine, Medical Officers/Suendents of hospitals, etc., as nominated mesnber
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Government had approved (December 2013) a new BEMLAML consisting of 509 items
and subsequently accepted (May 2014) to includeati?&ional new items in the existing
EML and AML. Besides, a new Essential Surgical (B5L) and Additional Surgical list
(ASL), including 360 items, were approved by thev&oament in February 2014.

2.4.1 Estimation and indenting

As per the Procurement Policy (2009) guidelinese tMledical Officer or the
Superintendent in-charge of health facility shoektimate the annual requirement of
various medicines from the Essential Medicines [i&YIL) and Additional Medicines
List (AML) as per the prescribed methodoldggnd submit it to HoD by 31March of
each year, in respect of the next procurement ear® July to 38" June of the next
year). The individual indents of the PHCs and hwadpishould be scrutinised and
consolidated by the HoD in the month of April evemar to enable the Corporation to
initiate procurement process of the ensuing proonerg year. The HoD should take steps
to maintain the required proportion between themtsal categories of medicines, based
on the degree of essentiality, criticality for hibatare and disease burden. The HoD
should also indicate quarterly delivery schedule dnable effective inventory
management at the Corporation level.

Audit observed that during the post bifurcationipei.e. 2014-16 there was no evidence
to show that the HoDs had either obtained requirésn&om various health facilities
functioning under their control or submitted congatled requirement to the Corporation.
In 19" out of the 28 test-checked PHCs/CHCs and hospéalsual requirement of drugs
and medicines were not submitted to the concerraasHiuring 2011-16. Consequently,
the Corporation has been procuring drugs, medicarab surgical items based on the
consumption during the previous quarter by the the@cilities, instead of considering
the requirement on the basis of degree of essgntiaiticality for health care and disease
burden.

Audit scrutiny of records at test-checked CentraédMines Stores (CMSs) and
hospitals/health centres further showed that thexee several instances of the required
drugs and medicines not being supplied or shorplggp (in some cases) or excess
supplied without any requirement. Due to non-supgflyessential drugs/medicines and
surgical items by CMSs, the hospital authoritiesen®rced to procure medicines and
surgical items (value¥40.57 lakh) locally, at comparatively higher rafesncurring
excess expenditure &f18.32 lakf® during 2014-16 in the sampled hospitals alone. On
the other hand, in CMSs, Adilabad, Hyderabad ancaWal, 81 items of drugs and surgical
items (cost¥2.54 croré®) were lying idle without utilisation for more thame year.

10°as contained in Annexure-lIl of Procurement Po(2§09)

Yadilabad (7): RIMS, Adilabad; CHCs, Jainoor, Khanapand Mudhole; PHCs, Dahegaon, Kunthala and Thanoo
Hyderabad (5): Niloufer hospital; UPHCs, Bagh Angletr Karwan-Il and Panjesha-II; Civil Dispensarygd ®LA quarters;
Warangal (7)GMH, HanamkondaZHCs Cherial, Mulugu and Wardhannapet; PHCs, Iawhghunadhapalli and Tadvai

12 more than 14@er centmaximum permissible limit for local purchasesyates adopted by the Corporation

13 Gandhi hospitalz7.96 lakh (drugs); Osmania General hospial25 lakh (drugs) and1.32 lakh (surgical); GMH,
Petlaburjz3.76 lakh (drugs) am®.92 lakh (surgical); CHC, Jangamni&:11 lakh (drugs)

14 Adilabad:30.27 crore, Hyderabad2.18 crore and Warangd®.09 crore
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Thus, due to absence of an effective need-assessystem and indenting procedure, the
patients were deprived of accessibility to requidedlgs or medicines, apart from certain
drugs lying idle in CMSs/hospitals without utiligat.

The Corporation confirmed (June 2016) that duedo-receipt of indents from various
HoDs, procurement was made, based on the prevasumption of CMSs, to ensure
timely procurements and to retain buffer stock€BSs to avoid any inconvenience to
the hospitals/patients. While the DoH and DME dmt respond, the Commissioner,
TVVP replied (September 2016) that none of the halspunder its control had submitted
indents during 2014-15, whereas certain hospitats farnished the indents which were
forwarded to the TSMSIDC for procurement during 2456.

During Exit Conference, it was stated (December62@iat Government was proposing
to implement ‘e-aushadhi’ from Corporation to CM&dl which would resolve the
problem of consolidation of indents in future.

2.4.2 Procurement process

As per the Procurement Policy (2009), procuremémiulsl be effected according to
a prescribed calendar for ensuring timely avaiigbillThe Corporation should formulate
a bid document for procurement (through e-procurgrp&atform) of medicines to cover
both centralised and decentralised procurement avitiew to enhancing the efficiency
and transparency of procurement, to ensure anteiecontract management and above
all to guarantee quality of medicines procured.

In this connection, Audit observed the following.
2.4.2.1 Procurement of all essential medicines

The Procurement Policy (2009) had emphasised tha&ssential medicines should be
available at all the health facilities as per needring 2014-16, the Corporation had
procured drugs and medicines woRth86.18 crore and surgical items & consumables
worth351.27 crore from various firms under centralisestcprement.

It was however, observed that although 635 itemdroe§s and medicines were included
in EML/AML, tenders were invited (February 2015y 13 items only and, of these,
Rate Contract (RC) for 2015-16 was approved for #8ihs with 97 firms. Further,
arrangements for procurement of 191 items were rbgdextending validity of old rate
contracts (2013-14 and 2014-15) up to July 201l1@yitg 237 items without any
arrangement for supply to health facilities.

Thus, the fundamental objective of the Procureniolicy, to make available all the
essential medicines at all the health facilitiespas need, was not fulfilled by the
Corporation. As a consequence, the hospitals haaptoehe meagre budget intended for
decentralised local purchases of emergency drugysnaalicines at higher prices.

During Exit Conference, Government stated (Decen2ipd6) that the non-procurement
of 237 items was due to non-response of suppleRate Contract. Government further
stated that the Corporation was directed to addhessssue of non-procurement of items
for supply to health facilities.
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2.4.2.2 Delay in extension of RC agreements

Although validity of old rate contracts for 2013-24d 2014-15 for supply of 191 items
of drugs and medicines had expired by January (86s), April (45 items) and

November (60 items) 2015, permission for extensibthe validity periods (up to July

2016) was not accorded till January 2016. In thamtime, though the validity of tenders
did not exist, the Corporation had issued purcloaders to suppliers.

Consequently, 197 purchase orders placed duringt-281for supply of drugs and
surgical items (cos&12.17 crore) had not been executed by 85 supplier firm¢he plea

that costs, prices and rates have increased whadwesult in loss to them. The
year-wise details are given in the Table below.

Table-2.2
Drugs and medicines Surgical items
No. of POs No. of No. of Value No. of No. of No. of Value
items firms (® in crore) POs items firms ® in crore)
69 58 28 5.10 18 18 12 0.34
82 70 35 6.26 28 27 10 0.47

Source: Records of Corporation  PO: Purchase Order

The Corporation responded (November 2016) thakestihe validity of rate contract had
lapsed it was unable to initiate the action agdimstdefaulters.

Thus, ineffective contract management resulted muraber of essential drugs not being
supplied (refer paragraph 2.4.3rfra)/belatedly supplied to health facilities, thereby
depriving the patients of timely availability ofsential medicines.

During Exit Conference, Government attributed (Deler 2016) the delay in extending
the old contracts to bifurcation of the State ineJ@2014.

2.4.2.3 Communication of rate contract details

As per the Procurement Policy (2009) guidelines, dletails of award of contract/rate
contract should be communicated to all the HoDspeBuatendents of all hospitals,
Director General, Drugs Control Administration,.eteesides publishing the same on the
website of the Corporation.

It was however, seen in Audit that details of retatract were neither communicated to
hospitals nor published on the Corporation webditeng 2014-16. Specific reply was
not forthcoming from the Corporation in this regard

2.4.2.4 Shelf-life of drugs and medicines

As per the Procurement Policy (2009) guidelines,tfe products with a shelf-life of
three years or more, shelf-life of two years uponval was to be stipulated in bid
document whereas for products with a shelf-lifdesfs than three years, the remaining
shelf-life upon arrival must be at least|8€r cent.
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. . Table-2.3
Audit scrutiny of records at CMS:
Adilabad, Hyderabad and Warang
however, showed that nine iter 2012-16 5 5.32 75% - 46%
of drugs and medicines (costl.27 AU cl VAT RO T

: 2015-16 1 1494 72%

crore), having less than &@r centof T
Shelf'llfe, had been recelved Source: Records of CMSs

The EEs, CMSs, Hyderabad and Warangal replied (st/@Qatober 2016) that shorter
shelf-life drugs were accepted after receipt ohpssion from the Corporation and issued
to hospitals. It was further stated that sincedheys were life saving and of emergency
nature, the shorter shelf-life drugs were accepted.

The fact remained that, the intent of guidelinesnsure potency of drugs (at the time of
issue) had been flouted.

2.4.2.5 Acceptance of drugs without maximum permissible lesl of active
ingredients

As per the tender condition (Inspection and Quatést certificate) of bid document
(February 2015) for rate contract for 2015-16, dhegs procured should be composed of
the active ingredients at a prescribed optimalllese as to ensure that the required level
of the active ingredient is retained throughoutghelf-life.

From the in-house Quality Control (QC) reports fsined by 14 firms, it was observed
that 16 items of drugs and medicines (cos&a@8 crore) were accepted by the CMSs
Adilabad and Hyderabad even though the level olvadngredients was below the
stipulated level.

In reply (September 2016) the Corporation statemt the medicines were within a
specific range of percentage and were permissiliie. reply was not acceptable as the
drugs should have active ingredients at the ptesdroptimal levels, as per the tender
conditions, so as to maintain the required potém@ughout the shelf-life.

During Exit Conference, Government accepted thet almbervation and stated that the
Corporation had been directed to address the sgumeodifying the tender conditions as
per Drugs and Cosmetics Act, 1940.

2.4.2.6 Decentralized Procurement of drugs/medicines and sgical items

As per the Procurement Policy (2009 and 2012) diniee, out of the total budget allotted
to each health facility, 1per cent(drugs) and er cent(surgical) were to be earmarked
for the various health facilities under the contodl Director of Health; 1(per cent

(drugs) and 2@er cent(surgical)in respect of Vaidya Vidhana Parishad ando20 cent

(both for drugs and surgical items) respect of Director of Medical Education, for
meeting emergency local requirements in a decésgchl procurement system to
overcome deficient supply of essential medicined amrgical items under centralised
procurement (by the Corporation). The procuremeatgdure should be transparent to
ensure effective contract management and to guedné quality of medicines procured.
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Audit scrutiny of records of test-checked hospitdlewed the following findings:

(i)

(ii)

In three test-checked hospitals, although sigmitiozolume of drugs and surgical

items (cost¥1.58 croré®) had been procured through decentralised procureme
system during 2011-16, the hospital authoritiesrditiadopt the rate contract. Thus,
transparency of procurement and guarantee of gulinedicines procured was not

ensured.

Hospital authorities accepted the audit observadioh assured (July — August 2016)
that, in future, the rate contract system wouldfdd®wed for all the drugs and
surgical items included in the EML/AML.

Government stipulated (September 2013) that bgdarehasing the essential drugs
under decentralised procurement, non-availabiléstitcate should be obtained by
the hospital authorities from the CMS concerned.

In three test-checked hospitals, although sigmfieéxpenditure was incurred towards
purchase of drugs/medicings(25 croré®) and surgical items(.47 croré’) through
the decentralised procurement system during 2011h&6e was no proper system of
confirming/acknowledging the non-availability oéimhs of drugs/surgical items with
the CMS concerned before procurement of such eak#aims locally.

Hospital authorities accepted that specific nonitaledity certificates were not
issued and stated (July/September 2016) that irevieat of any item of drug not
being available with CMS, the CMS would indicate same by impressing a cross
mark/stamp on the indents.

In the absence of proper system of ascertainingavailability of drugs from CMSs,
the contention of the hospitals/other health faesithat procurement (made at rate
comparatively higher than the rates adopted by Gloeporation) was made to
overcome supply deficiencies of essential medicumeder centralised procurement,
was not tenable.

(iii) As per the Commissioner’s instructions (May 20Tyl Dispensarie¥ functioning

under Vaidya Vidhana Parishad were to obtain medgiin generic form from
Jeevandhara/CMSs and in case of non-availabilitly thie source, medicines were to
be procured from the approved local pharmacy.

Contrary to the stipulation, Civil Dispensary atdOVLA quarters, Hyderabad had
procured (2011-16) branded medicines (c®4t61 crore) from the various notified
firms for distribution to VIPs. In the absenceasfginal invoices/receipts, the loss
on this account could not be assessed and quantifidudit.

BRIMS, Adilabad1.09 crore; AH, ManchiryaR0.16 crore; and GMH, Petlabuzjd.33 crore

%0smania General hospit&4.90 crore and Niloufer hospit&i0.35 crore

"Osmania General hospitalt.14 crore and GMH, Petlabu®d.33 crore

18 Civil Dispensaries with clinical speciality of Mesgil Officer in General Medicine are located in GldNew MLA
Quarters, High Court and Secretariat to cater thdicak needs of the Ministers, MLA's and MLC's (inding
ex-MLA's and ex-MLC's), High Court Staff and All IndiService Officers including Secretariat Staff. Tad
dispensaries provides medicines to all the eligi@eeficiaries through supplying agencies selebiethe DCHS
Hyderabad through tendsystem
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Medical Officer (MO) of the Dispensary replied ($mpber 2016) that the VIPs
were not accepting generic drugs and were insistiig on branded medicines. The
contention of the MO was, however, not in consoeanith the extant Government
instructions.

(iv) Contrary to the Procurement Policy (2009), TVVP federed into an agreement
with firms/suppliers who offered discount on thexXitaum Retail Price (MRP). As
per the terms and conditions, the contractor/saepmlias to bear all taxes, VAT, etc.,
as required under law, on aforesaid supplies.

Contrary to these conditions, the Civil Dispensamyhorities at Secretariat and Old
MLA quarters had paid the amounts as per the irv@iiasing on the consolidated
monthly invoice) after deducting the prescribedcdisit. The invoice amount paid
included the taxes to be borne by the supplier.sTlan amount 0%45.45 lakh
pertaining to taxes was also paid to suppliers.

Further, the medicines received were immediatedyad to the patients and there
was no noting of MRP in the stock registers. It itasher observed that there was
no attestation or certification of the entries Ire tstock register by the Medical
Officer and the MRP stated by the supplier in theices was taken as final.

In the absence of original invoices/receipts themant of payment of tax by the
supplier to the respective authorities could noabeertained, even though the same
was paid by Government.

2.4.2.7 Procurement of reserve items from Small Scale Induages

Government had stipulated (July 2012) that reséems such as L.V. sets, absorbent
cotton, bandage cloth, glaze cloth, roller bandasesild be procured from Small Scale
Industries (SSI), based on the Government instrastissued from time to time.

Audit, however, observed that in Osmania Generapital, contrary to Government
instructions, L.V. sets, absorbent cotton, rollandage, etc., were procured (2011-16/
cost:¥13.18 lakh) by the hospital from supplier firmsteesd of from SSI units.

Superintendent of the hospital accepted the Audlseovation and stated (August 2016)
that in future the hospital would place the purehasiers on SSI units which were ready
to supply as per the Government norms.

2.4.3 Distribution of drugs, medicines and surgical items

The principal objective of the Procurement Poli2@d9) was to ensure timely availability

of required medicines at all health facilities. TR®rporation was responsible for

ensuring that adequate quantities of medicines \ageelable at all the hospitals and

health centres in the State at all times. On thesbaf purchase orders placed by the
Corporation, the supplier firms directly supplidie trequisitioned drugs and surgical
items to CMSs in each district. The drugs and saltgitems were stored in the

warehouses and were issued to the health faciéisgser the indents placed by them.

Audit scrutiny of records showed the following.
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2.4.3.1 Availability of drugs, medicines and surgical items

All items of drugs and medicines included in the IEMere to be available at all tl
health facilities as per neeand those included iAML were to take care of speci
requirements of certain speities and super-specialities.

() Drugs and medicine

In all the 10 CMSs in the State, against ! Chart-2.1: Availability of drugs and
: : . dicines included in EML/AML
items of essential drugs included (Decen 700 ; Moo MeHEEa

2013 and May 2014) in the EML and AN 20
only 303 (48 per cent201415) and 335 400 -
(53 per cent2015416) items of drugs an 388
medicines were availabl g 30z

Audit further observe that during 201-16, No. of Drugs &  Actually Actually
. . . medicines to be available available
out of 635 listed items of essential drugs, available  during 201-15 during 2015-16

arrangements were made for procuring

items. For the remaining 398 items of dri  Source: Records of Corporati

even though the rate contract (RC) exi(new RCs: 207 andxtension of old RCs: 1€,
only 335 items were available in the State. Theatsénailability of drugs was attribute
by the Corporation to n-execution of purchase orders by the supplier firaspecially
whose rate contracts were extended for supg drugs (refer para2.2.2 also

Table-2.4 In the CMSs, even ouof the 303
(201445) and 335 (202-16) items of
“Nil stocks drugs available in the State,

501415 201516 201415 20151 NUmMber of essential items of drt

177 198 126 137 Wwere not actually available with the

221 255 82 80 as shown in Tabi@.4.

146 157 157 178

126 164 177 171 It can be seerfrom the Table the

144 169 159 166 although three months’ buffer sto

131 160 172 175 was to be maintained at CMS lev

2y L2S LS L7 they reported ‘Nil’ stocks in respe

155 179 148 156 .

T T 75 T of as many as 80 to 178 items

209 209 94 126 drugs at the end of the years 2-15

Source: Records of Corporati and 2015-16.

(i)  Surgical and Consumabile iter

Audit analysis of data furnished by tiCorporation showed that all the 360 essel
surgical items included in the ESL and ASL were anilable with all the CMSs in tt
State as detailed in the CI-2.2.
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It could be seen from the Chart alongside Chart-2.2: Availability of surgical
in all the 10 CMSs in the State, 289 per cent 4g ,  '€Ms included in ESL/ASL/SI
2014-15) and 272 (7®er cen/2015-16) of 350 ]

. . . . 300 +
surgical items were available out of 360 ite g oU

included (February 2014) in the ESL and A. ’igg ’
Among the districts, the availability rang ;49 -
from 148 items (Warangal) to 202 itel 50 1

(Hyderabad) during 20-16. Nil stocks were

No. of Actually Actually

reported at CMS level in respect of 75 ite _surgical  available  available
(Hyderabad) to 140 items (Medak) at the RS S S
of the years 20145 and 201-16. District-

wise details are shown Ayppendi-2.2 Source: Records of Corporati

The Corporation attributed (October 2016) the-availability/nonmaintenance of buffe
stock of essential medicines to the suppliers notiding certain items of drugs, besic
over consumption of drugs due to seasonal outbraadtsinforeseen disea in the State.
The Corporation had not, however, indicated thpsstaken by it to ensure supply of

the medicines.

(i) Availability of drugs and surgical items at hosplthealth centre:

Government had stipulated (December 2013) thateaghe acessibility criteria of the
medicines by the health facilities specified in EML/AML all essential drugs should |
available at all health facilities in the Stataktimes of the yea

Audit scrutiny of stock records at *° test-checked CHCs arfHC: in Adilabad and
Hyderabadlistricts showed that a significant number of eBakdrugs were not availab
during 201116 as shown in Table belc

Table-2.5

Khanapur 81 -104 Thanoor 29-42
Mudhole 29 - 132 Kunthala 55 - 65
Jainoor 39-94 Dahegaon 36 — 62
Jangammet 32-87 Panjesha-lI 79 — 88
CD, Secretariat 44 — 56 Bagh Amberpet 73-77
CD, Old MLA quarters 29-40

Source: Records of teshecked PHCs/CH( CD: Civil Dispensary

Thus, the objective of the Procurement Policy t&kenavailable all the essential drugs
the right time in thehospital remained unachieved, thereby forcing théepts tc
purchase medicines on their o

19 Details werenot available for UPHC, arwanil, Hyderabad (where services of Medical Officeravabsent nce
February 2014) and six tesitecked CHCs and PHCs in Warangal dis
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During Exit Conference, Government, while acceptimg audit observation with regard
to the gap between availability of drugs and swigitems, assured that the availability
would be suitably increased as per requirementogpitals and that the problem would
be resolved in future.

2.4.3.2 Maintenance of minimum stock levels

Procurement Policy stipulated that stocks requfoedat least three months (at CMSs
level), one month (at Hospital level) and one wfkarmacy level) should be maintained
at all times. Whenever the stocks went below tleegfid levels, it was the responsibility
of the Corporation to replenish the same either dogss movement or by fresh
procurement. The Corporation was to design andokestaan appropriate system of
forecasting demand for each medicine in each héatihty in advance to enable timely
replenishment.

In this connection, Audit observed the following:

(i) In three test-checked CMSs, although three monthsgfer stock was to be
maintained, several items of drugs and medicinest wat of stock repeatedly and
there were delays in replenishing of the exhaustedk/cases of stock remaining
unreplenished during the period 2011-16 in CMSslakdid (21 items), Hyderabad
(40 items) and Warangal (13 items). The statugplenishment of exhausted items
of drugs and medicines was as shown in Table below.

Table-2.6

< 3 months > 3 months

2011-15 21 57 33 18 6
2011-15 40 102 67 19 16
2014-16 13 25 4 15 6

Source: Records of CMSs

Executive Engineer (EE), CMS, Hyderabad repliedy(2016) that due to demand
of the drugs and medicines by the hospitals, thtebstock of those items could not
be maintained.

In the absence of requisite buffer stock at CM8keethe hospitals had to procure
them locally at higher prices or critical medicine@ent out of stock at hospitals,
forcing patients to source them from the markétigiher price.

(i) In 27 (i.e., except UPHE, Karwan-Il) out of 28 test-checked hospitals ameglth
centres, although one month’s buffer stock waseamaintained, several items of
drugs were exhausted during the period 2011-16.

Hospital authorities replied (July — September 2Qhé&t due to non-supply of all the
essential items of drugs and medicine included MLEand AML by CMSs, the
hospitals could not maintain buffer/minimum sto¢lalb essential drugs as stipulated.

2\where no medical officer was available since Fetyr@@14
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(iii) In CMSs, Adilabad and Hyderabad, stocks of 12 ifémfdrugs (CostZ3.76 crore)
were maintained at higher than required levels theee months’ buffer stock)
during 2014-16.

CMS, Adilabad replied (August 2016) that the Cogtimn had placed purchase
orders and supplied nine items of drugs withoutiadgnt and action would be taken
to maintain the required stocks in future.

2.4.3.3 Supply of drugs without/over and above indents

. . . . Table-2.7

(i) The Corporation had specifically instructed e @ in lakh)
(September 2014) all the CMSs to subi
the requirement of 39 items of surgic

and consumable items for 2014-15, di- 4.88 —

. . 188.15 325.85 137.70

obtaining clear indents from concern 3939 6509 2570

hospitals under the control of DoH, DM 232.42 400.73 168.31

and TVVP. In the three test-checked CMSSgurce: Records of CMSs

Audit observed that although the CMSs had submittedindents for the same, the
Corporation had supplied more surgical items (cB&01 crore) than the indenting
guantity (costX2.32 crore) i.e., even without considering the mdeof the CMSs.
As a result, various surgical items (cc&t.69 crore) were lying with CMSs as of
August 2016 without being supplied to health faieisi.

EEs, CMSs confirmed (August 2016) that the excesgicl items had been supplied
by the Corporation over and above the requiremenéegted by them.

(i) The Corporation procured (October 2015) 110 inpeti(Rituximab — ‘r-DNA origin’
which was included in AML) intended for Cancer treant (cost:¥20.56 lakh)
without any need assessment and without requisitiom super-speciality and
advanced speciality institutions and the same wppl®d to CMS, Hyderabad.

The Corporation, while accepting the audit obseéowmatstated (October 2016) that
due to non-receipt of indents by CMS, Hyderabadhftbe hospitals the injections
could not be used during 2015-16. It was furthetest that out of the above,
injections wortR12 lakh had been transferred to CMS, Khammam in 6 and
the Corporation had been apprised about the rengestdck.

2.4.3.4 Improper supply of essential medicines and surgicatems

As per the Government stipulation (December 204@pply of medicines to PHCs and
UPHCs should be limited to those listed as ‘UniakrdJ) and CHCs and Area Hospitals,
Urban Dispensaries (UCHCs) should utilise those iomees listed in the EML as
‘Universal’ (U) and ‘Secondary’ (S). The tertiarpgpitals such as teaching, district and
super-speciality hospitals would, however, haveessdo all medicines included in the
EML while the medicines included in AML would berfthe exclusive use of super-
speciality and advanced speciality institutions.

ZIHyderabad: three items of drugs (C&&:50 crore) and Adilabad: nine items of drugs (CO&26 crore)
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Audit observed improper supply of medicines andyisat items at three test-checked
CMSs as discussed below.

(i) CMS, Adilabad, contrary to the Procurement Poli2909), had issued medicines
and surgical items (cost20.84 lakh) included in the AML, ASL, T (Tertiarghd S
(Secondary) category in EML to PHCs; to CHCs (AMASL, T); Area hospital,
Manchiryal (AML); and RIMS, Adilabad (AML/ASL) dung 2014-16.

(i) In CMS, Warangal, 34 items of medicines includedSircategory of EML were
issued to PHCs and 14 items included in T categbfyML were issued to PHCs,
CHCs and Area hospitals during 2014-16 (cd#8.97 lakh). Further, medicines
(cost:%¥41.43 lakh) included in AML were issued to varidwesalth facilities without
any requirement for super-speciality or advancestigfity health care services.

EEs, CMSs replied (July/August 2016) that, basedhenindent and prescription of the
Medical Officers/doctors of the PHCs/CHCs/hospittie medicines beyond the eligible
categories were issued. It was further stated tihetCorporation had procured and
supplied medicines (cost41.43 lakh) included in AML without any indent. Theply of
the EEs was not acceptable as drugs and medicméd only be issued to the health
facilities by taking into consideration the healtrvices being provided by them as
specified in the approved medicines list.

The above points were indicative of the fact thest €Corporation had failed to monitor
availability of stocks on real-time basis and tesuwe cross movement of stocks in
response to the requirement of other CMSs/heatihtias.

2.4.3.5 Real-time Inventory Management System

Procurement Policy guidelines had envisaged thReal-time Inventory Management
System would be established by the Corporatiomdaate the availability of stocks of
medicines at all the hospitals and PHCs on a meed-basis for use by both the officials
of the Corporation as well as the health faciliti®ssides, the system should also enable a
two-way communication and/or work flow system tosess and communicate the
requirement in the event of medicines getting egtexiearlier than the estimated time
due to heavy demand, over stocked medicines dsiewomovement/demand, etc.

Audit, however, observed that Real-time Inventorgndgement System, as envisaged,
had not been established by the Corporation asctdli@r 2016. In the 27 test-checked
hospitals, Audit observed instances of non-avditgof essential medicines and surgical
items (as discussed in para 2.4.8uprg and in three test-checked CMSs, there were
81 items of drugs and medicines lying idle withotiisation/movement to other required
CMSs for over a year (as discussed in para 24pia).

The Corporation replied (October 2016) that a Riead Inventory Management System
linking the Corporation, CMSs and peripheral heéditilities for online consolidation of
indents and inter-store/inter-hospital transfedmfgs was under implementation stage.

Thus, even after the lapse of over seven years dine implementation of revised
Procurement Policy, the Corporation was unablessess the availability and requirement
of stocks of drugs/medicines and surgical item&abus health facilities on real-time basis.
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2.4.3.6 Transportation of medicines and surgical items to galth facilities

Procurement Policy (2009) had stipulated that tbepGration should arrange to supply
medicines systematically to all the health faahti through a specified route on
pre-specified dates for each hospital/PHC. Furtliee, Corporation should establish
appropriate transportation and logistics arrangesiendeliver the medicines indented by
each health facility at its door step.

Audit scrutiny of records at three test-checked GMBowed that there was no system of
delivery of medicines indented by each health ifgcit its door step until 2015 The
hospitals were making their own arrangements tasprart medicines and surgical items
from CMSs. Even after covering all the hospitalslemthe system of distribution of
drugs and surgical items through Postal vehiclesgw2015, in 15 out of 28 hospitals,
the hospital authorities had to make their own rageanents for obtaining required
medicines and surgical items from the CMS concelneithcurring expenditure.

During Exit Conference, Government, while accept(idgcember 2016) non-availability
of sufficient arrangements to transport medicinas surgical items from CMSs to health
facilities, stated that the Corporation had beensadl to increase the number of vehicles
for CMSs.

2.4.4 Usage and supply of drugs and medicines in health facilities

Procurement Policy (2009) stipulated that all thectdrs should adopt rational

prescription method while treating patients anddumting procedures and surgeries.
They should also adhere to the EML and AML to theeet consistent (except in specific
cases for valid reasons) with the requirement ofepacare. The drugs and medicines
would be issued for Out Patient Departments (OR1d) lzospital wards by the sub-store
of the hospital, based on the doctors’ prescription

2.4.4.1 Doctor’s prescription slips

(i) Audit scrutiny of records at OPD of Z21test-checked hospitals, however, showed
that the doctor’'s prescription/issue slips tenddrgdhe patients at sub-store of the
hospital did not contain OPD number, details ofgrdtand quantity of medicines to
be issued and even doctor’s signature in manynosta The prescription/issue slip
(being a small piece of paper) did not have uniféonmat, size and hospital logo/
details.

Due to absence of detailed doctor's prescriptisahs slip, the issue register
maintained at OPD did not contain any details dfepés to whom medicines were
issued and the details/quantity of medicines isdoegdatients, etc. After issue of

2Hyderabad: Up to June 2015, Warangal: August 2054alilabad: December 2015

2pdilabad: AH, Manchiryal; CHCs, Jainoor, Khanapur avddhole; PHCs, Dahegaon, Kunthala and Thanoor;
Hyderabad: Osmania General hospital; CHC, Jangamdi|Cs, Bagh Amberpet, Karwan-ll and Panjesha-ll;
Warangal: CHCs Cherial and Wardhannapet; PHC, Raghapatih

%pdilabad: RIMS, Adilabad; AH, Manchiryal; CHCs, Khanmmp Jainoor and Mudhole; PHCs, Kunthala and
Dahegaon; Hyderabad: Osmania General hospital; iGdmuspital; GMH, Petlaburj; Niloufer hospital; SRRITD
hospital; CHC, Jangammet; Civil Dispensary, Old MLAagers; UPHC, Bagh Amberpet; Warangal: MGM hospital,
Warangal; GMH, Hanamkonda; CKM Maternity hospitalaMhgal; CHCs, Cherial, Mulugu and Wardhannapet
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(ii)

(iii)

medicines the prescription/issue slips were begtgrned to patients without any
noting on it indicating ‘drugs were issued’. Evidgnin the absence of details and
proper system of distribution, issue of medicinas/do the intended patients with
prescribed quantity was not ensured by the hospital

Hospital authorities attributed (July — Septemb&d&) the non-maintenance of
proper details of issues/register of drugs and onees to shortage of Pharmacists/
other staff and heavy rush of patients. It washtur stated that action would be
taken for maintenance of the proper format of dégtarescription and issue register,
duly noting thereon the details of patients andydrigsued to them.

As per the instructions (October 2015) of Commissip TVVP no medical indent

was to be entertained without proper legible pipton from the Medical expert.

Further, indent for medicines depending on presong duly attested by the
Medical Officer-in-charge should be recorded anel same should be projected in
the order copy prepared by the pharmacist for ihden

A test-check of indents sent by staff for supply médicines for the month of

December 2015 in the Civil Dispensary, Secretafiawed that the Dispensary was
supplying medicines without medical prescriptionbaneficiary and based on the
indent given by sub-ordinate officials on behalftbé patient. On the issue being
pointed out in Audit, Medical Officer assured (Sapber 2016) that, henceforth, the
dispensary would insist on prescriptions from dogto

Commissioner, TVVP had instructed (October 2018} Medical Officers (MOs) of
the Civil Dispensaries should maintain the namethefbeneficiaries with their 1D
and display the same in the dispensaries.

Contrary to the instructions, the Civil Dispensar{at Secretariat, Old & New MLA
guarters, Hyderabad) were not maintaining the d@atnf beneficiaries and their
dependents i.e., the particulars of employeesugiet All India Service Officers).

The MOs and Civil Surgeon at Old MLA quarters regl{September 2016) that the
relevant data was not made available by the ConmnisgGovernment. It was
further stated that, they were honouring the insldrstsed on the identity card and
covering letters.

There was also no recorded evidence of the Medifter having addressed the
Commissioner/Government in this regard. In the abseof the database, the
genuineness of issue of medicines to genuine heawrdés could not be assessed.

2.4.4.2 lrrational prescription of medicines

Coagulation testing is intended for diagnosis afrhastasis system to measure blood’s
ability to clot, as well as the extent of time akés. Laboratory testing helps doctors to
assess blood coagulation factor | to XlII and tis& of excessive bleeding or developing
clots. Based on such test reports, required ddseedicines are administered to patients.

Audit scrutiny of records at the Osmania Generalpital and Gandhi hospital (both in
Hyderabad) showed that neither any coagulationré&boy facility was available at the
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hospitals nor was there any evidence to the cl#@noggst 2016) of hospital authorities
that requisite doses were being administered basdtie reports (on coagulation factor
levels) obtained by the patients from outside |&bmwvever, the doses of factor VII to IX
(cost:%9.31 crore) were stated to have been utilised &biept care in the two hospitals
during the period 2013-16.

Further, it was observed that in Gandhi hospitale moses of factor VII (cost3.91 lakh)
were administered within two succeeding days"(@ad 3§ October 2015) to a lone
patient who left the hospital against medical ag\icAMA) on the same day and was
admitted the next day on different registration bemand had again left (LAMA) the
hospital on the same day.

In the absence of proper mechanism to insist onrégorts based on which requisite
doses of factor were to be administered, theremnwaassurance that the medicines were
utilised for intended patients.

During Exit Conference, Government stated that @weporation had been asked to
address the issue to the concerned Heads of Degrarimthis regard.

2.4.5 Storage of drugs, medicines and surgical items

The Procurement Policy (2009) had stipulated thatGorporation should take steps to
establish a scientific storage system by constiggbrofessionally designed warehouses
in all the districts. It should also develop andoptdgood warehouse management
practices and internal supervising system.

Audit conducted joint physical verification (alongith Pharmacist concerned) of
warehouses maintained at three test-checked CM@Bbad, Hyderabad and Warangal
and observed the following:

2.4.5.1 Insufficient storage space

() In all the three test-checked CMSs, Audit noticedt t .
the provision of space and storage arrangements
large quantities of various drugs/medicines andisal |
items were inadequate. Due to insufficient spa
cartons/boxes containing drugs which were supptse
be accommodated in properly arranged racks in §
concerned units, however, were being dumped =58 R}
corridors (even in toilets at CMS, Warangal as shaw bgitr‘]’gkagiggn%zj‘;t‘iﬂﬁdti;igfzt
the photograph alongside). CMS, Warangal

]

There were no proper arrangements of racks fomgéoin warehouses and, as a
result, eight to ten cartons/boxes were kept irerical row (sometimes up to roof
level) thereby causing damage to the drugs kephenbottom row. Further, since
drugs and medicines supplied in previous batches weing mixed with fresh
stocks, there was no assurance that FEFO (FirsineXprst Out) system as
stipulated in the Procurement Policy, was beindoveéd. In CMS, Warangal,
expired drugs were accommodated along with reguipply drugs in freezing.
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(ii)

| bl

Inadequate storage arrangement Drugs damaged due to insufficient storage facilitie
at CMS, Warangal at CMS, Warangal

The EEs, CMSs accepted the audit observation atdds{July/August 2016) th
TSMSIDC was apprised of the fact and action wowdddken for proper storage
drugs and surgical item

In 16 out of 28 testhecked hospitals, the space provided forage of drugs and
surgical items was insufficient, due to which mamaytons of drugs received frc

CMS had been lying in the corridors. Hospital wavesre also being utilised fi

storage purpose (Manchiryal). In ei’® testehecked hospitals, it was obved that

stocks of medicines which were not to be issuedqitearily prohibited as per tf

instructions of the Quality Control Wing and notsténdard (NS) quality medicin

were not kept away separately and such stocks ba&irgy stored along with oth

regular injections/medicines, leading to the rigkmixing up the same with regul

medicines being utilised for patient ci

Hospital authorities replied (Ju— September 2016) that action would be take
arrange the drugs and surgical items in tematic/controlled environment and ke
the temporarily prohibited injections aw

2.45.2 Cold storage facilities

Cold storage facilities a critical for maintaining the reliability of medioés as imprope
storage temperatusnd humidity levels may cause dadation of medicine

(i)

In CMS, Warangal, due to n-functioning of all the four ACs in cold storageuds
including life saving drugs, which were requireco®mkept in controlled temperatu
were being stored at normal temperature. In CMSlahdd, thee was no system
recording hourly temperatures maintained in -in cooler to ensure preservation
medicines at the right temperature. There was nwepobackup system fc
uninterrupted power supply to cold storage faeditand wal-in cooler

The BEE, CMS, Warangal replied (August 2016) that actiwould be taken fo
restoring theAC systems in the cold stora

Badilabad: RIMS, Adilabad; AH, Manchiry: CHCs, Khanapur, Mudhole and Jaind®HCs Kunthala and ahegaon;
Hyderabad: Gandhi hospitabMH, Petlabui; Niloufer hospital; SRRIT&CDhospital; Warangal: MGNhospital,
Warangal; GMH, Hanamkond&KM Maternity hospital, Warangal; CHCs Wardhannapet Cherial

*adilabad: RIMS, AdilabadAH, Manchirya; CHCs, Khanapur and Mudhole; PHDaregaon; Warangal: GMH,
Hanamkonda; &M Maternity hospital, Warangal; a CHC, Cherial
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(i) In 13" out of 28 test-checked hospitals, although cemagéalicines were required to
be stored in controlled environment, there wereadequate arrangements for cold
storage, exposing medicines to the risk of degraalat

Hospital authorities replied (July — September 30thét action would be taken to
maintain adequate controlled environment for sterafgmedicines.

2.4.5.3 Arrangement of Fire fighting equipment

In three test-checked CMSs, although huge stockugfs and surgical items were being
maintained at warehouse by CMS for supplying toousr health facilities, there was no
arrangement for smoke/fire alarms and fire extisgers for detecting and initiating
immediate action in case of fire accidents. Assulte essential and valuable drugs and
surgical items intended for patient care were egfgde risk.

2.4.5.4 Physical verification of stock

As per Government instructions (November 1992),sptaf verification was to be done
for each item of stores and stock at least on@yaar before close of the financial year
and 10Qoer centverification should be done as precisely and agctly as possible.

Audit observed the following:

() In the three test-checked CMSs, a committee cangisf District Medical & Health
Officer, District Coordinator of Hospital Servicasd Superintendent of DME hospital/
EE, TSMSIDC had conducted (2011-16) random physiealfication of stocks
instead of 10Qper centverification. It was observed in CMS, Adilabadathhe
inspecting committee had verified (December 201b Feebruary 2016) only five out
of 185 items of drugs and medicines available atSCM

(i) In 11 out of 28 test-checked hospitals and health centemnual physical
verification of stock of drugs/medicines and suagitems had not been conducted
during the entire period (2011-16) covered in Audit

In Osmania General hospital and Gandhi hospitalérdication of stock was done
up to 2013-14 only and it could not be conductethir due to shortage of staff.

(iif) Although the Financial Code prescribed obtainingexurity/fidelity bonds from the
Government servants handling office cash/storeghiiee test-checked CMSs and
15%° out of 17° test-checked hospitals, such security bonds hateen obtained.

2Tadilabad: RIMS, Adilabad; CHCs, Khanapur, Mudhole alaihoor; PHC, Kunthala; Hyderabad: Gandhi hospital;
GMH, Petlaburj; Niloufer hospital; SRRIT&CD hospitalVarangal: MGM hospital, Warangal; CKM Maternity
hospital, Warangal; CHCs Wardhannapet and Cherial

2pdilabad: CHCs, Khanapur, Mudhole and Jainoor; PH@anoor, Kunthala and Dahegaon; Hyderabad: Nifoufe
hospital; GMH, Petlaburj; UPHC, Bagh Amberpet; Osimaeneral hospital (2014-16); and Gandhi hosfi14-16)

®pdilabad: RIMS, Adilabad; CHCs, Jainoor, Khanapur anddhole; PHCs, Dahegaon, Kunthala and Thanoor;
Hyderabad: Gandhi hospital; Niloufer hospital; GMPgtlaburj; Warangal: GMH, Hanamkonda; CKM Maternity
hospital, Warangal; CHCs Cherial, Wardhannapet andigylul

%Details were not made available to Audit in respédtl test-checked hospitals and health centres
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2.4.6 Quality of drugs and medicines

The Procurement Policy (2009) had emphasised tiaireg quality of medicines was
one of its prime objectives. The samples of drugsnfeach batch should be sent for
quality control (QC) checks through the QC wingtbé Corporation. The analytical
laboratory should furnish the test reports withthdays (Tablets, Capsules, Ointments,
etc., — non-sterile products), 28 days (I.V. flualsd injection, etc., — requiring test for
sterility and surgical items) from the receipt lo¢ tsample. Only after it was cleared in the
guality testing, the batch should be released ifridution.

The Corporation had deployed (July 2014) six quadésting laboratories for undertaking
QC tests of drugs and surgical items for an inipariod of one year, which was
subsequently extended for another year i.e., ujulp 2016. The following are the audit
observations.

2.4.6.1 Non-acquisition of QC test reports

Audit scrutiny of records at QC wing of the Corpgaa showed that there was no
recorded evidence to show that samples from allbtitehes of all drugs procured had
undergone QC testing before they were distribubeldealth facilities. Details of items of

drugs and surgical items procured during 2015vis8a-vis the samples sent for QC

testing are given in the Table below.

Table-2.8
Total number of items of drugs and surgical prodwtering 2015-16 259 85
Total number of items of drugs and surgical forahsamples sent t 193 (75%) 76 (89 %)
the empanelled laboratories for QC test
Total number of items of drugs and surgical forabhsamples sent t 14 (5%) NIL
Drugs Control Administration for QC test
Total number of items of drugs and surgical not §8nQC test 52 (20%) 9 (11%)

Source: Details furnished by TSMSIDC

Note: The records relating to QC testing of drugedimines and surgical items for the period 2014a5e
not made available to Audit

It could be seen from the above table that sangdlali the items of drugs, medicines and

surgical were not being sent for QC testing (shdrtR0 per centdrugs; 1lper cent/

surgical items) for quality assurance.

Audit further observed that in the three test-cleeickCMSs, Adilabad, Hyderabad and
Warangal, all the batches of drugs and medicineg distributed (2015-16) as received
from suppliers to health facilities i.e., even befacquiring QC reports from empanelled
laboratories and solely relying on the in-houseorep The details of QC reports
pertaining to drugs and medicines procured andrilbiged during 2011-15 were,

however, not made available though called for bgiAu

The EEs, CMSs, replied (August 2016) that sincegslnwere essential for patient care,
they were distributed to various health faciliti@shout waiting for QC reports as per the
instructions of the Corporation.
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Audit, however, observed that even certain lifeirsgvdrugs and vital medicines could
not be tested for quality assurance before theg wistributed to various health facilities,
as illustrated below.

The Corporation had procured (March 2016) 24,45@lds (in three batchd$ of
Compound Sodium Lactate Injection IP 500ml (Ringactate solution/cosk2.83 lakh)
from a firm and the same were issued by CMS, Hymhetdo various hospitals (including
Sarojini Devi Eye Hospital, Hyderabad), based anithhouse QC report of the supplier
firm, without ensuring QC report from empanelledeatories. It was seen in Sarojini
Devi Eye Hospital that the medicine was utilisedimy the surgeries performed on
13 patients on 30 June 2016 and the patients wepested to have been infected on the
next day. Although hospital authorities had prodidenmediate treatment for all the
13 patients, only six of them had recovered redslengood vision and the rest of the
patients were still under treatment for restorimgjon (August 2016). The final analysis
report showed that the infection was due to uségemtaminated Ringer Lactate solution
during the operations.

The above case is only illustrative. During the 4year period, the Corporation had
procured drugs, medicines and surgical items w@&&B87.45 crore and these were
distributed (2014-16) by CMSs to various healthlitaes in the State. Although these are
findings emanating from a test-check, it can bectated that there was no assurance that
all the drugs and surgical items were distributely after acquiring QC reports from the
empanelled laboratories as stipulated in the Peocent Policy and that there was no
potential risk to patients. Government need toat@t urgent action in order to ensure
distribution of medicines to health facilities omlfger acquiring QC reports.

2.4.6.2 Delay in acquiring QC test reports

As discussed in para 2.4.6, time limit (15/28 ddys3 been prescribed for acquiring QC
test reports from empanelled laboratories. Audrutaacy of records (2015-16) of QC
wing of Corporation showed that there were delayadquiring QC test reports from the
empanelled laboratories as detailed in Table 2.9.

Table-2.9
Stipulated period for receipt of QC report 15 days 28 days 28 days
No. of samples sent for QC test 1955 678 304
QC reports received within stipulated period 570 29% 321 47% 170 56%
QC reports received beyond stipulated period 1281 66% 261 39% 51 17%
No. of samples yet to be analysed by laboratori 104 5% 96 14% 83 27%

Source: Records (August 2015 to March 2016) of Gaton

It could be seen from the above Table that less Bigper centof samples of medicines
(Tablets, capsules, ointments, LV. fluids, injen8) and 56per centof samples of
surgical items could only get QC test reports watthie stipulated period.

31 Batch no (s). 16385, 16386 and 16387
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Audit scrutiny of records at CMS, Hyderabad showet only 515 (8per cen} samples
out of 594 batches of drugs and surgical itemsivededuring 2015-16 were sent for QC
test by empanelled laboratories; of which QC repart358 (60per cen} batches only
were received by the CMS, leaving QC reports of (B7per cen} samples yet to be
received as of July 2016. The EE, CMS, Hyderabatlegt (August 2016) that due to
non-receipt of QC reports in time the drugs wesrgriiuted to various health facilities as
per the instructions of the Corporation.

The Corporation replied (October 2016) that keepmygiew the delays in acquiring QC

reports from empanelled laboratories and timelyilaldity/essential usage of drugs and
medicines in various hospitals, the drugs and nieekcwere issued before acquiring QC
reports, solely relying on the in-house reportshef supplier firms. It was further stated
that if any deviation in QC report was observecerafssue of drugs, the batch of the
relevant drugs would be immediately stopped froragesand penalty/action would be
imposed/initiated on the supplier firm.

The contention of the Corporation could not be pte as Audit observed in certain
cases that the drugs were issued and consumecdelyotipitals for patient care before
communicating the adverse QC report of drugs toGhESs/hospitals and, at times, the
drugs and medicines were accepted by CMSs evemuwtiih-house QC test reports, as
illustrated below.

Corporation procured (January 2015) 1,12,500 Oretoms 4mg tablets
(X0.11 lakh) from a firm and the same had been Higeid to various health
facilities during January — March 2015 before adggi QC report. However,
the drug was declared (October 2015) as Not ofdai@hQuality (NSQ) as per
the QC report issued by Government Drug Controocatory.

Although the Corporation instructed (December 20dlb}Yhe health facilities
(to whom the drug was supplied) not to use the @ndreturn to CMS, Audit
observed that the drug had already been utlisedfs by most of the
hospitals.

In Gandhi hospital, Hyderabad, 51000 Enalapril Mtde5mg tablets were
supplied by CMS, Hyderabad during April — NovemB6d45 before acquiring
QC test report. However, the communication witharegto declaration of
tablets as NSQ medicine was received (from the @atjon) in the hospital
during April 2016. By that time the hospital hadealdy utilised 44,400 tablets
for patient care and only 6,600 tablets could erned to CMS.

Although as per clause 15 (Quality Analysis) ofghase order, the supplier
should get each medicine tested by its in-houselitquaontrol wing
and provide a certificate of analysis, in CMS, Ab#&d, the medicines
(cost: ¥5.43 lakh) were accepted without in-house repastnfrthe supplier
during the period 2014-16.

Thus, supply of quality medicines for patient cdreing one of the prime objectives of
the Procurement Policy, was not always ensuretéyorporation.
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2.4.7 Disposal of expired drugs

As per Rule 4 & 5 of ‘The Bio-Medical Waste (Managent and Handling) Rules, 1998,
it was the duty of every occupier of an institutpenerating bio-medical waste to take all
steps to ensure that such waste was handled widmguadverse effect on human health
and the environment. Bio-medical waste such asabedi] contaminated and discarded
medicines should be disposed off through incinenétiestruction/disposal of drugs in
secured landfills.

Audit, however, observed that expired drugs (k21 crore) during the period 2012-16
were lying at all the 10 CMSs in the State withdigposal as of March 2016 causing
space constraints in the warehouses at CMSs.

In CMS, Warangal, it was observed that due to nispasal of expired drugs and the
existing space constraint the expired drugs wepg &mng with other regular drugs and
medicines and hence the possibility of mixing up élpired drugs and medicines with the
regular medicines (intended for distribution to igas health facilities), impacting
adversely on patient healthcare, could not be raied

2.5 Medical Equipment

2.5.1 Procurement of Medical Equipment

Indents for purchase of equipment were placed by tbspective HoDs as per
requirements made by the field units. Orders tgpsy were to be finalised and placed
by Corporation and payments made by it. Specibcatiof the equipment were prepared
by HoDs and submitted to the Corporation along whk necessary administrative
approvals. Corporation invited tenders for prooweat of the equipment and, after
scrutiny by the technical commitfée the purchase was finalised and acceptance of
tenders issued to successful tenderers. Supphgupment was made directly to the
indenting units and payments made by the Corparata receipt of supply and
installation reports from indenting Hospitals. Affermation of the State of Telangana,
TSMSIDC had procured equipment worth ¥§7.32 crore during the two year period
2014-16.

Audit scrutinised 37 purchase ord8r§Purchase Order valu&l17.53 crore) placed
(selected on the basis of the highest purchaseesafurespect of sampled hospitals) on
the supplying firms during the years 2014-16 anskeobed the following:

2.5.1.1 Lack of Procurement Policy for procurement of equipnent

Before embarking on procurement process involvimgeh expenditure, Government
should have a Procurement Policy. Government hagvewer, not formulated any
Procurement Policy in respect of equipment as abkr 2016.

32 Consisting of Principal Secretary of HM&FW DepartiheCommissioner of Health & Family Welfare, Directs
Medical Education, Commissioner, Telangana Vaidy@gheina Parishad and a nominee from Finance Departmen
332014-15: 18 (Valuez9.14 crore); 2015-16: 19 (ValugB.39 crore)
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Audit observed deficiencies/shortcomings relatog¢ed-assessment, indent mechanism,
technology options, specification of equipmentagslin installation and maintenance of
equipment, etc., as enumerated in the subsequegrpahs.

During Exit Conference, Government assured (Dece@@®6) of examining the issue of
formulation of Procurement Policy for equipment.

2.5.1.2 Non-inclusion of assessed market rate in tender doments

Superintendent, Gandhi hospital, Secunderabad tdehied 50 ventilators (Bellavista
1000) for use in Swine Flu and other cases in $dpte 2015. The Corporation had
finalised this indent (approved by Bid Finalizati@ommittee in November 2015) by
accepting the unit rate quoted by M/s Seasons thteeat Ltd. i.e311.01 lakh and procured
50 ventilators in all from M/s Seasons Health ¢aréebruary 2016.

Scrutiny of tender documents relating to the pusehaf this equipment showed that the
Department had assessed the market rate of thpregoi a6.50 lakh on the basis of

earlier tenders. This rate was, however, not reftedy the Department in the tender
document. It was further observed that M/s. Sahitlad supplied the same Bellavista
1000 make ventilator to M/s. Astra Ortho and Sphespital, Chennai, at a cost of

%8.50 lakh in May 2015.

When the issue of payment of higher rate was podiate in Audit, the Corporation stated
(June 2016) that the Bellavista 1000 quoted bybtder was a configurable product and
that the pricing of the product would differ depemdon the features offered. The
Department had not, however, furnished the detditee additional features provided by
the supplying firm to justify the payment 311.01 lakh per unit. Incidentally, the rate of
the equipment (in question), imported (by the sigppfirm*¥) from Switzerland on
22 December 2015 and supplied to the Gandhi hdspites $9625.44 (equivalent to
%6.38 lakh). Hence payment ¥11.01 lakh for the same equipment was questiorable
no specific grounds were quoted in terms of add#ideatures, etc., to justify the cost
difference.

Thus, due to not taking into account the market mnatthe tender document, Corporation
incurred an avoidable expenditure ®1.26 crore. Taking into account the total
procurement of equipment wor&87.32 crore by the Corporation during the period
2014-16, the risk of leakage of a considerable tywmarof Government money is flagged
by Audit.

During Exit Conference, Government stated thatsygem followed in other States in
this regard would be reviewed and action taken raaegly.

2.5.1.3 Renewal of Performance Guarantee

Clause 4.1 of Special Conditions of the Contragugited that Performance Security of
5 per centof the Contract Value was to be collected by TSMSland it would be valid
up to 60 days after the date of completion of pennce obligations including warranty

34 M/s Seasons Health Care Limited

Page 36



Chapter Il - Performance Audit

obligations and maintenance obligations, as appkcaFurther, as per clause 7.4,
50 per centof Performance Security was to be retained towardmtenance services to

be provided for four years after the three yearsramy period and this 50er centwas

to be discharged after completion of performandegations under maintenance services
after seven years.

Of the Performance Security worRh.39 crore (being per centof cost of POs), obtained
in the form of Bank Guarantee (BG) for purchaseemsglaced for the years 2012-13 and
2013-14, Performance Security woRf9.96 lakh should be valid up to seven years of
completion of performance obligation (i.e., up @18-19/2019-20, respectively) as per
the aforementioned clauses.

However, the Bank Guaranté2svhich were under the custody of the Corporatioeren
allowed to lapse during the year 2015 and 201§ews/ely, and the same were not
revalidated so far and equipment have had no sgauring the maintenance period.

In its reply, the Corporation stated (November 2ahét the revalidation and renewal of
expired Bank Guarantees (BGs) of the old tendere westponed from time to time and
were not revalidated in anticipation of floatingredw tenders. It was also stated that, in
view of fluctuation of market prices of medicindsms were reluctant to enter into
agreements with old rates or provide BG. In theeabs of renewal of BG, there was no
safeguard regarding satisfactory performance ofef@ipment procured at a cost of
%27.99 crore during 2012-14.

2.5.1.4 Non-supply of equipment by suppliers in respect afepeat orders

Tender conditions stipulate that the Purchase Q(el&x) has to be cancelled and EMD
forfeited if the delay in supply is more than 90yslaDuring the years 2012-13 and
2015-16, Corporation had issued nine POs for suppBquipment wort&92 lakh. The
same were however, cancelled due to non-supplysoéguipment by the suppliers.

Audit scrutiny of the records pertaining to caneellpurchase orders showed that the
Corporation had delayed cancelling the POs (dalayging from five months to as high
as three years) and, as a result, the Hospitalkl aoot get the indented equipment.
Further, performance guarantees to ensure supplyeoéquipment taken in the form of
security deposit (@ per cen} on the cost of equipment was not also forfeited.

On the issue being pointed out in Audit, the Coagion replied (November 2016) that
the purchase orders in question were repeat pwcheders placed on the basis of
previously approved rates including those undee@or General of Supplies & Disposal
(DGS&D) and that the Corporation did not retainfbt either any EMD or any
performance security and hence the question o¢itare of EMD did not arise.

Issue of repeat purchase orders to firms withowingathe requisite controls such as
extension of EMD beyond the supply of agreementtjyeto ensure performance of the
purchase order is fraught with the risk of non-$yppf equipment by the firms as
observed in the aforementioned cases.

35137 BGs pertaining to the year 2012 and 90 BGs pémtato the year 2013
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2.5.2 Supply and installation of Medical Equipment

As per the tender conditions, the equipment retioimgd in Supply Order has to be
delivered within a period of 60 days from the dateeceipt of Purchase Order. Further,
installation/commissioning of the equipment shobéd completed within 30 days after
delivery of the equipment.

Audit scrutiny of data provided by the Corporatiarrespect of 7,310 equipment valued
at ¥25.12 crore, showed that there were delays in gupplequipment (ranging from
74 to 153 days) and delays (ranging from 30 to@&¢) in installation of 383 equipment
(value:x10.67 crore).

A few cases of delay in installation/commissionaighe equipment are illustrated below.

() Anaesthesia Work Station (cog2.91 crore) purchased in April 2014 was installed
in Gandhi hospital, Secunderabad in March 2015 aftielay of 11 months.

The Corporation attributed (November 2016) the ylela installation of the
equipment by the supplier to non-provision of bigghe concerned hospital authorities.

(i) Digital Mammography Unit (cosg1.24 crore), purchased in May 2014 was installed
in Osmania Medical College, Hyderabad in Februad§X2after a delay of eight
months.

The Corporation stated that the hospital had githenwork order in respect of civil
and electrical works and due to delay in completibthese works, the installation of
the equipment had been delayed. The firm couldafigtcomplete the installation/
test process and hand over the equipment onlybrugey 2015.

(iif) Ultra-sound Color Doppler System (co¥15.49 lakh), purchased in May 2014 was
installed in GMH, Petlaburj, Hyderabad in DecemBéd4 after a delay of six
months.

(iv) Defibrillator (cost:¥13.50 lakh), purchased in May 2014 was installedNiloufer
hospital, Hyderabad in December 2014 after a defldiye months.

While the Corporation attributed (November 2016 ttelay in installation of the
equipment to unavailability of site in the concetr®spital, the hospital authorities
attributed (November 2016) it to non-supply of legl along with defibrillator
(as provided in the purchase order) and subsegigtay on the part of the supplier.

(v) Nebulizer Ultrasonic (cosR7.60 lakh), purchased in May 2014 was installed in
MGM hospital, Warangal in April 2015 after a delafyl0 months.

Scrutiny showed that the equipment supplied was ikepbservation and during that
period, the equipment underwent repairs. As a tethdre was delay in issue of the
necessary certificate regarding satisfactory peréorce of the installed equipment.

Audit scrutiny of the records of the sampled hadpitrelating to installation of the
procured machinery showed the following.
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(i) X-ray machine 500MA (cost18.14 lakh), supplie
during March 2013, was not commissioned A
Niloufer hospital, Hyderabad for more than th
years, though testing was completed. Scru
showed that the X-ray machine could not
commissioned due to lack of required po
supply, as the transformer had reached the maxirfEe e e Xray machine in
capacity. Niloufer hospital, Hyderabad

Superintendent of the Hospital stated that the ggent was not indented by the
Hospital and that the Corporation had not inforrttezl hospital before actual supply
of the machine and, hence, power supply arrangenoentid not be made.

He further stated that the process for enhancewietiite transformer capacity was
underway. The Hospital had not, however, explaiasdto why the process for
enhancement of transformer capacity could not teted for over three years.

Incidentally, one of the two X-ray machines avdgawith the Hospital had already
been condemned. It was therefore not clear asvotthe patients were being provided
X-ray facilities in the absence of installationtbé procured X-ray machine.

(i) Government had accorded administrative sancti
(October 2014) of7.50 crore for procurement of
12 blood component separators to be installed{}
important hospitaf§ across the State.

Scrutiny of records in Niloufer hospital showe
that a Blood Component Separation Unit, wor ‘
¥32.30 lakh supplied in March 2016, was nadton-commissioned Blood Component

. . Separation Unit machine
installed as of August 2016 due to space cons$aint ;,, N"oﬁfer hospital, Hyderabad

Scrutiny further showed that the equipment, whies wriginally ordered (April 2015)
for District Hospital, Tandur, based on the rediosi sent by Commissioner, TVVP,
was rejected (May 2015) by the Hospital since blbadk was not functioning in
District Hospital, Tandur. The same equipment waerl| transferred to Niloufer
hospital in February 2016.

The hospital authorities replied that the equipmevduld be utilised after
commissioning of the upgraded Blood Bank.

(i) The equipments relating to Blood Component Separatinit viz., Platelet Agigator
with incubator, Haemotology Analyser, Deep free&iood bank Refrigerator etc.,
supplied during April 2015 and November 2015 to aAndospitals at Jagityal,
Kamareddy, Janagaon; District Hospital, NalgondaBendur (Total cosg28.06 lakh)
were not installed till September 2016. Due to nwstallation of these equipment,
blood separators and other equipment essentiakatnment of dengue fever, etc.,
could not be put to use, thereby depriving thegpasi of vital healthcare.

% Three district hospitals and nine Area hospitals
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The Corporation stated (September 2016) that th®stHoplaced indents after

assessing the need for the equipment, accommodédioimstallation and staff

required for operation of the equipment and that HoDs were being informed by
the Corporation to keep the sites ready for insti@ih before placing the purchase
orders.

2.5.3 Idle Equipment

Audit observed that the following equipment remdirdie.

(i)

(ii)

Scrutiny of records of Area Hospital, Manchiryahos/ed that the 300 MA X-ray
machine with  Mamo compatibility (costt11.93 lakh), which was received
and installed during March 2016, remained unutiliss of August 2016 due to
non-supply of digital X-ray film by the Corporation

On this being pointed out in Audit, the Corporatsiated (November 2016) that the
systems were procured, based on the indent givahéoommissioner, TVVP. As

for supply of Digital X-ray films, it was statedatalthough the Corporation had
communicated the rates (as finalised in July 2@@éGhe Commissioner, no indents
had been furnished either by the Commissioner adhéyHospital.

An Endoscopic Video Recording system (c&48.15 lakh) was supplied (December
2009) to GMH, Petlaburj. Scrutiny showed that, eaéier the lapse of nearly seven
years (including the warranty period), the equiptveas lying idle (August 2016).

Superintendent of the Hospital stated (July 20b@},talthough the item was not
indented and was not required by the hospitaletsewhile APMSIDC had supplied
the equipment. It was further stated that facditie install/utilise the equipment were
not also available in the hospital. However, thedial authorities had failed to
transfer the same to other hospital in need of semipment or to address the
Corporation in this regard rendering the whole exjeire wasteful, besides
depriving the public of the intended diagnostio/sxmss.

During Exit Conference Government, while accept(Bgcember 2016) the idling of
certain equipment, assured of utilisation of theigeent in future.

2.6

Conclusion

Although the Procurement Policy existed for drugedicines and surgical items, the
principal objective of making available all the essal drugs at the right time to the
hospitals and other health facilities in the Stegely remained unachieved due to
deficiencies in the system of assessment, procurera®rage and distribution of drugs
and medicines in terms of degree of essentialityicality for health care and disease
burden. The budgeted funds had not been releadatl far procurement and distribution

of medicines and equipment. Ineffective contrachagement of TSMSIDC (Corporation)

%7include Director of Health (DoH), Director of Medi Education (DME), Commissioner, Telangana Vaidighana
Parishad and Director, Institute of Preventive Madk
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had resulted in many essential drugs not being ligaidpelatedly supplied to health
facilities. As a consequence, the hospitals hadgdhe meagre budgets allocated to them
for decentralized local purchases of emergencysdargl medicines, thereby depriving
the patients of accessibility to essential medgineurther, non-supply of adequate
guantities of medicines to field units resultedtiie need for local procurement, which
was invariably at higher prices. Shorter shelf-ldeugs were also accepted by the
Corporation. There was no Real-time Inventory Mamagnt System to assess the
availability and requirement of stocks of drugs,dmmes and surgical items at various
health facilities and to ensure cross movementafks to other needy health facilities.
Equipment procured to provide better healthcarditias to patients remained unutilised
due to non-procurement of consumables/accessddies. to inadequate pre-despatch
quality testing through empanelled laboratories sinartfalls in sampling of medicines,
the standard and quality of medicines issued temiEt could not be ensured in many
instances.

2.7 Recommendations

(i) Government should ensure need-based procuremenigg, medicines and surgical
items based on actual requirements projected bysHualth facilities.

(i) Comprehensive Real-time Inventory Management Systeould be established to
assess the availability and requirement of stodkdrogs/medicines and surgical
items at various health facilities and to ensurssrmovement of stocks to other
needy CMSs/health facilities.

(iif) A system of pre-despatch sampling and prompt réeog¢igesults of samples analysed
should be evolved to ensure that the patients @manéstered standard and quality
medicines.

During Exit Conference, Government assured of reahedtion on the points raised by
Audit. The recommendations made by Audit were alsscussed and accepted by
Government.
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