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REPORT OF INSP D E FINANCE
P - NT) WIN ERALA MEDI SERVIC

RP N LIMITED, THIRUVAN AP M

Finance Inspection (NT-H & J) Wing have conducted a joint
inspection in the Kerala Medical Servicés Corporation  Ltd.,
Thiruvananthapuram on 20™, 21% January 2012 and 22™ February 2013
and also conducted related enquiries at Regional Cancer Centre on
17.08.2012 and various District and Taluk Headquarters Hospitals during
February 2013. The Inspection was carried out based on the orders of
Hon'ble Finance Minister on a complaint alleging corruption in the purchase
of certain items by the Kerala Medical Services Corporation Limited in Tender
No.009/111/MD/KMSCL/2011—12 Dated 31.10.2010. General Manager Ssmt.
Asitha Bai was present during the course of the inspection, The allegations in
the complaint are briefed below:-

ALLEGATIONS

1) Corruption is done on the purchase of Product Codes S 27037 (IV
Cannula with Injection Port 22G), 5 27038 (IV Cannula with Injection
Port 24G), S 27096 (IV set with Needle), S 27009 (Blood
Administration set with Micro Aggregate Filter).

2) Technical Committee of KMSCL rejected ail the competitor’s products
except that of M/s. B Braun quoting fame and incorrect reasons; but
such products are being used in leading private institutions as well as
in the Institutions like Regional Cancer Centre, Sree Chithira Institute,
Thiruvananthapuram etc.

3) The equipment "Stimuplex Nerve Locatars" has been purchased from
M/s B.Braun with higher price and dumped in many hospitals without

using the same.
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Observation and Findings of Finance Inspection Wing
With respect to Allegation No.] & 2 (Corruptionis done for the

purchase of Products and Rejection of Items of certain Companies
by the Technical Committee quoting lame and incorrect reasons)

The Kerala Medical Services Corporation was established in December
2007 with mandate of procurement of quality drugs aﬁd medical equipments
and distribution of the same to the Medical College Hospitals and to
institutions from the level of Primary Health Centre up to General Hospitals.
The company commenced with its procurement and distribution activities
from 2008-09 onwards. The requirement of each item is fixed based on the
annual indents received from the DHS and Director of Medical Education.
The products are procured through National competitive bidding process.
The Corporation adopts a two bid tender system, which requires the tenders
to be presented in two parts (a) Technical Bid and (b) Price Bid.

As per Tender Notice No0.009/111/MD/KMSCL/2011-12 Dated
31.11.2010, Kerala Medical Service Corporation Limited had floated tender
for items S 27037 (IV Cannufa with Inj. Port 22G), S 27038 (Iv Cannula with
Inj. Port 24G), S 27096 (IV set with Needie), S 27009 (Blood Admn. Set with
MA Filter) along with 85 other Medical Devices. The Technical bid of the
Tender was opened on 01.02.2011. The details of bidders who have
participated in the tender for the above items are shown below:-

Name of Items
$ 27037 (IV S 27038 S 27096 S 27009
Cannula with | (IV Cannula | (IV set with (Blood
Inj. Port with Inj. Needle) Admn. Set
22G) Port 24G) with MA
._Filter)
Name of 1.Eastern 1.Eastern 1.Eastern 1.Eastern
bidders Medikit Medikit Medikit - Medikit
participated in
the tender 2.Polymedi- 2.Polymedi- 2. IVE Links 2. IVE Links
care Ltd care Ltd
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3.B. Braun 3.National 3.Polymedi- 3.Polymedi-
Medicals Small care Ltd care Ltd
(India) Ltd Industries
Corpn. {td.
4.Bector 4.B. Braun 4.5isco 4.Sisco
Dickinsons Medicals Medical Medicat
(India) Ltd {(India) Ltd Devices Pvt Devices Pvt
Ltd Ltd
5 Becton 5.National 5.National
Dickinsons Small Smali
(India) t td Industries Industries
Corpn. Ltd, Corpn. Ltd.
6.8. Braun 6.B. Braun
Medicals Medicals
(India) Ltd (India) Ltd

The bids of the above firm were undergone the following check
measures

i) Preliminary evaluation of technical bid.

ii} Sample evaluation by the Technical Committee.

iii) Factory Inspection.

The samples of bidders who qualified in the preliminary evaluation of
technical bid has undergone a sample evaluation by the Technical Evaluation
Committee. For this a Technical Evaluation Committee was constituted
comprising of a team of 16 Doctors from various Speciality Departments of
Medicat College Hospitals and other Government Hospitals nominated by the
Directorate of Health Service and Director of Medical Education. Consequent
on the sample evaluation, inspection of factory premises was done by a team
consisting of Senior Officers of Drugs Control Department, Government
College .of Pharmaceutical Science and Doctor either from Directorate of
Health Service or Directorate of Medical Education.
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The status report of Technical evaluation, Sample evaluation and
factory inspection for the items of the above mentioned firms are shown
below:-

Sl. Drug Code & Bidders Rejected Mode of
No. Name Name or rejection
) accepted
Eastern Medikit | Rejected { In sample evaluation
and factory
Inspection
. S 27037(1V Cannula iF":J(r,rmech’—care Rejected Rejecte_d in sample
with Inj. Port 22G) evaluation and
: factory
Inspection
B. Braun Accepted
Medicals
(India) Ltd

Eastern Medikit | Rejected | Rejected in sample
evaluation and

factory
Inspection
Polymedi-care | Rejected Rejected in sample
Ltd evaluation and
factory
S 27038 Inspection
2 I(DIV C;:SU!E with Inj. National Small Re_]ected Rejected in
ort 24G) Industries Technical evaluation
Corpn. Ltd.
Becton Rejected | Rejected in sample
Dickinsons evaluation
India) Ltd
B. Braun Accepted
Medicals
(Indiad) Ltd
5 |5 2709 Eastern Medikit { Rejected 2231?;3 Evaluation
(IV set with Needle) ) ory
inspection
IVE Links Rejected | Sample evaluation
Polymedi-care | Rejected Sample evaluation
Ltd and factory
inspection

Sisco Medical | Rejected | In Technical
Devices Pvt Ltd evaluation
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National Smail | Rejected | In Technical
Industries evaluation
Corpn. Ltd.
B. Braun Accepted
Medicals
{India) Ltd
Eastern Medikit | Rejected | Sample evaluation
~ | and Factory
inspection
IVE Links Rejected | Sample evaluation
Polymedi-care | Rejected | Sample evaluation
S 27009 (Blood Ltd and Factory
4 | Admn. Set with MA inspection
Filter) Sisco Medical | Rejected | Technical evaluation
Devices Pvt Ltd
National Small | Rejected | Technical evaluation
Industries
Corpn. Ltd.
Braun Medicals | Accepted
{India) Ltd

At the end of all the above evaluation M/s. Braun Medical (India) Ltd.
alone left as the sole eligible bidder for the above products. Consequently,
price bid of the firm was opened on 13.07.2011. On evaluation, it was
noticed that the price quoted by the firm was several times more than the
price at which it was procured in the last purchase of the previous year.

The 16" meeting of Board of Directors held on 14.09.2011 evaluated
the above situation and explored the possibility of re-tendering, but the
Committee felt that it would take another 2 to 4 months for finalization and
commencement of supply. Since shortage of certain items were reported
from several corners supply order was given to M/s. B. Braun Medicals
(India) Limited.

The above decision of the Committee cannot be treated as in good
faith but only to help a particular firm viz. M/s. B. Braun Medicals (India)
Limited.
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' The table below depicts the comparative statement of price difference
of purchase made by Kerala Medical Services Corporation Limited for the

above items during 2010-11 & 2011-12.
mparative statement of price difference of purchase of the 4

items made by Kerala Medical Services Corporation Limited during
2010-11 & 2011-12

& 2010-11 2011-12 Price
T differ-
% Lowest Rate of | Quantity Price Rate of | Quantity
o . ence
© £ Bidder purcha- | purchased | quoted | pur- pur- per unit
&2 se (Rs.) | (Nos.) by chase chased 2
: B.Braun | % {Nos.)
EE Medical
A {iIndia)
_Z Limited
S 27005
Blood
?adt:g:? . Careon B.Braun
set with ﬂzdéga[s IVE 6.60 159319 Medical 41.00 76600 34.40
microagr
egate
filter
S 27096
I.V.Set Deluxe B.Brawn
with Surgicals 3.28 4656188 Medical 24.00 2195990 20.72
needle
$27038 No
L.vCann : difference
B.Brawn .
ula ) 36.50 B.Brawn with the
Medical (L1) 1423247 Medical 36.50 508300 previous
: year
5 27037
gnula B.Brawn B.Brawn Le:szihan
with Inj, | Medical (L1) 28.00 2237125 | yedical | 26-00 | 761400 | previous
Port Years
22G) supply

From the table, it is clear that for the above products during the
financial year 2011-12, only the M/s. Braun Medicals (India) -Limited was
entertained with very huge price even though the price quoted by them are
more than 6 to 7 times higher than previous supply. The item code S-27009
was procured during 2011-12 with an exorbitant price difference of more
than six times. Thus an additional financial commitment of ¥26,35,040/- was
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an additional expenditure of ¥4,55,00,912/-Thus a total additional financia
commitment of %4,81,35,952/- (326,35,040/- + ?4,55,00,912/—) was

regulations due to the following reasons.

i) The €nquiry conducted at Regional Cancer Centre,
Thiruvananthapuram revealed that item No. § 27009, S 27096
supplied by IVE Links having a price of 6.60 and ¥3.28 in the
place of M/s. Brayn Medicals (India) Limited of 141.00 and
T24.00 réspectively per unit are being extensively in use even
in 2013 in this Hospital without any complaint,

ii) The Technical Evaluation Committee of Keraia Medical Services
Corporation Limited for 2010-11 accepted the jtemns produced
by the rejected Company during 2010-11 after sample
evaluation ie, in a span of within one Year good products of
certain Companies are rejected by the Technical Committee
during 2011-12.
| Further, it is noticed that though the Tender Procedure
for the procurement of the items Was commenced on
31.11.2010 the Kerala Medical Services Corporation Limited
Authorities could finalize the Tender procedure only by
14.09.2011, ie. 10 months time has taken for the finalization of
the Tender Procedure, This inordinate inexplicable and
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culpable delay made in the finalization of Tender procedure
ultimately hamperéd the in-evitable option of Re-tendering in
the context where there was one eligible bidder in the price bid
that made an additional financial commitment of
%4,81,35,952/- to Government exchequer.

The above instances proves that the Technical Evaluation Committee
as well as the authorities of Kerala Medical Services Corporation Limited
directly or indirectly showed undue favoritism towards M/s. B. Braun
Medicals (India) Limited that made the monopoly of M/s. B. Braun Medicals
(India) Uimited in majority of items.

llegation No.3

Purchase of Stimuplex Nerve Locators from M/s. Braun Medicals

(India) Limited with higher price and dumped in many Hospitals
without using)

Government vide G.O.(Rt.) No.3125/2010/H&FWD Dated 07.08.2010
had accorded administrative sanction for the procurement of 20 Nerve
Locators to the following Hospitals.

Sl. | Name of Hospital District Quantity
No -

1 | District Hospital, Kozhencherry Pathanamthitta 2 Nos
2 | General Hospita!, Alappuzha Alappuzha 1 No.
3 | District Hospital, Kottayam Kottayam 1 No.
4 | District Hospita!, Thrissur Thrissur 1 No.
5 | District Hospital, Palakkad Palakkad 1 No.
6 | District Hospital, Kollam Kollam 1 No.
7 | District Hospital, Peroorkkada Thiruvananthapuram + 1 No.
8 | Taluk Hospital, Chirayinkeezh Thiruvananthapuram 1 No.
9 [ Taluk HQ Hospital Neyyattinkara Thiruvananthapuram 1 No.
10 | Taluk HQ Hospital, Parassala Thiruvananthapuram 1 No.
11 | Taluk HQ Hospital, Thodupuzha Idukki 1 No,
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12 | Tatuk HQ Hospital, Adimali Idukki 1 No.
13 | Taluk HQ Hospital, Chalakkudy Thrissur 1 No.
14 | Taluk HQ Hospital, Mannarkkad Palakkad 1 No.
15 | Taluk HQ Hospital, Tirur Maslappuram 1 No.
16 | Taluk HQ Hospital, Vaikom Kottayam 1 No.
17 | District Hospital, Mananthavady Wayanad 1 No.
18 | Taluk HQ Hospital, Thirurangadi Malappauram 1 No.
19 | Taluk HQ Hospital, Nilambur Malappuram 1 No.

Vide Tender Notice No.EQPT-196-07/2010 Dated 04.09.2010, Kerala
Medical Services Corporation invited tender for the procurement of Nerve
Locators. Due to insufficient participation of Tenderers, re-tender was
invited vide Tender No. No.EQPT-196-08/2011 Dated 06.01.2011. Two
Tenderers submitted their offers - M/s. Hansraj Nayar and M/s. Braun
Medicals (India) Limited. Both the bidders demonstrated their offered
models of equipment on 01.03.2011 at Kerala Medical Services Corporation
Head Office. The equipment offered by M/s. Hansraj Nayar was not
matching with the stipulated Tender specifications and their offer was
rejected. Consequently, the price bid-of M/s. B. Braun Medicals (India)
Limited opened on 12.05.2011. The rate offered by M/s. Braun Meatals
(India) Limited for one Nerve Locator was 356,307.64. After negotiation they
agreed to make a discount of 5% and the final agreed value comes to
¥53,492.26 The supply order was placed to the M/s. Braun Medicals (India)
Limited for the supply and instaliation of 20 numbers of Nerve Locators.
During the supply and installation of these equipments, District Hospital,
Kozhenchery has returned one equipment ot ofthe_allottgd quantity of two
as their requirement is one only. The full payment has been made to the
supplier for 19 units against the submission of Instaliation Certificate and

Performance Certificate signed by the end users.
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With respect to the allegation of dumping the Nerve Locator in many

Hospitals without using, Finance Inspection Wing conducted inspections in

that Hospitals to which the equipment was supplied and confirmed that the

Nerve Locator is properly functioning in that Hospitals and found that the

allegations in this regard is baseless.

RECOMMENDATIONS

1)

By accepting the sole price bid of M/s. B. Braun Medicals (India)
Limited at exorbitant rate during 2011-12, Kerala Medica! Services
Corporation Limited has made an additional financial commitment
of 34,81,35,952/- to Government exchequer. The action of
Technical Committee in rejecting the items of certain Companies
cannot be considered in good faith as the rejected products are
extensively used and in use in Institutions like Regional Cancer
Centre and such products are also accepted by the very Technical
Committee of Kerala Medical Services Corporation Limited during
2010-11. The officials of Kerala Medical Services Corporation
Limited—also-made inmdinafe, inexplicable and culpable delay in
finalizing the Tender formalities as it hampered the in-evitable
option of re-tendering in the context that there was only one
bidder qualified for the price bid after the technical bid. Hence,
the amount should be fixed as the liability of the following officers
of Kerala Medical Services Corporation Limited, ie. Managing
Director, General Manager and Purchase Manager and the
members of the Technical Evaluation Committee. Also appropriate
disciplinary action should be taken against the Officers.
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Sl
No.

Responsible Members of
Technical Evaluation
Committee

Responsible Officers of
KMSCL

Dr. Saffia. P.M.

Prof. & HOD, Plastic
Surgery,Medical College,
Thiruvananthapuram

Sri. Biju Prabhakar, 1AS
Managing Director

Dr. T.D Ravikumar, Professor,
Thoracic Surgery, Medical College,
Thiruvananthapuram

Smt. 5. Asitha Bai, General
Manager

Dr. Madhusoodhanan Pillai,
Professor, Anesthesiology,
Medical Coliege,
Thiruvananthapuram

Sri. K.). John, Purchase
Manager

Dr. Bipin. G.1, Anesthetist,
General Hospital,
Thiruvananthapuram

Dr. Shyla P R, Prof. & HOD, ENT,
Medical College,
Thiruvananthapuram

Dr. Sreekumari, Associate
Professor, SAT Hospital, Medical
Cotlege, Thiruvananthapuram

Dr. Lissa Prabhakaran,
Gynecologist, W & C Hospital,
Thiruvananthapuram

Dr. Sahasranamam,
Superintendent, RIO,
Thiruvananthapuram

Dr. Maya, Ophthalmologist,
General Hospital,
Thiruvananthapuram

10

Dr. Bonny Natesh, Dept. of Surgical
Gastroenterology, Medical Coliage,
Thiruvananthapuram

11

Dr. Sreelal, Junior Consuitant,
Dept. of Plastic Surgery,
General Hospital,
Thiruvananthapuram

12

Dr. Thankaraj, Surgeon,
Genera! Hospital,
Thiruvananthapuram

13

Dr. Nizarudeen, Superintendent,
Medical College,
Thiruvananthapruam

14

Dr. G M Ashok Kumar, K
Superintendent, SAT Hospital,
Thiruvananthapuram

= o o
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3)
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15 | DBr.Syam K Ramesh, Professor,
Medical College,
Thiruvananthapuram

16 { Dr. M.H. Raveendran,
Superintendent, Medical College
Hospital, Thrissur

17 [ Dr. Aravind,
Assistant Professor,
Medical College,
Thiruvananthapuram.

Finance Inspection Wing also recommends that all the Technicat
Committee Members of Kerala Medical Services Corporation
Limited for the year 2011-12 should be avoided from succeeding
Technical Committees of Kerala Medical Services Corporation
Limited and similar type of institutions/committees if any.

The Administrative Department may take up the issues with the
Vigilance and Anticorruption Bureau to enquire into the assets,
movable and immovable, if any acquired by the members of
Technical Evaluation Committee and the Officials of Kerala Medical
Services Corporation Limited during 2011-12.

Considering the huge loss sustained to Government on account of
the 2 items purchased by Kerala Medical Services Corporation
Limited during 2011-12, the Vigilance and Anticorruption Bureau
may be requested to enquire into the other purchases made by
Kerala Medical Services Corporation Limited during 2011-12.
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