
Report No. 17 of 2022 

Performance Audit of Procurement and Supply of Drugs in CGHS 
 

i 

Contents 

 Subject Page 
 Preface v 
 Executive Summary vii 
Chapter-I Introduction 1 
1.1 CGHS coverage and salient features 1 
1.2 Organisational set-up 1 
1.3 Funding pattern  2 
1.4 Audit objectives 3 
1.5 Audit Scope  3 
1.6 Audit sampling 3 
1.7 Audit criteria 3 
1.8 Audit Methodology 4 
1.9 Reporting methodology and structure of the Report 4 
1.10 Previous audit findings 5 
1.11 Good Practices in CGHS 6 
1.12 Acknowledgement 6 
Chapter-II Procurement and Supply of drugs 7 
2.1 System of Procurement of drugs for CGHS 7 
2.2 Drug formulary and Finalisation of Procurement Rates of drugs 9 
2.2.1 Drug formulary 9 
2.2.2 Delay in revision of drug formulary 9 
2.2.3 Non-finalisation of rate contracts of drugs listed in formulary 10 
2.3 Annual Provisioning and submission of Indents  14 
2.3.1 Delay in finalisation of annual demand of drugs and submission of 

Indent by AD MSD Delhi 
14 

2.3.2 Schedule for submission of indents 15 
2.3.3 Short quantity of drugs indented by AD MSD Delhi 15 
2.4 Supply of Drugs by GMSDs 16 
2.4.1 Delay in supply of drugs by GMSDs 17 
2.4.2 Short supply of drugs by GMSDs 18 
2.5 Supply of drugs to wellness centres 19 
2.6 Severe shortage of number of drugs in wellness centres in Delhi 

and other cities 
21 

2.7 Procurement of drugs through Authorized Local Chemists 

(ALC) 
22 

2.7.1 Substantial procurement of branded drugs through ALC in Delhi 23 
2.7.2 Procurement of rate contracted drugs through ALC at higher rates 24 
2.7.3 Prescribed drugs not supplied by ALC 25 
2.7.4 Delay in supply of indented drug by ALC to wellness centres 26 
2.7.5 Short and excess supply of indented drugs by ALCs to wellness 

centres 
26 



Report No. 17 of 2022 

Performance Audit of Procurement and Supply of Drugs in CGHS 
 

ii 

2.7.6 Irregularities in tender for empanelment of ALC in Delhi. 27 
2.8 Procurement and Supply of Restricted drugs 28 
2.8.1 Restricted drugs being procured without inviting open tender 28 
2.8.2 Delay in supply of restricted drugs 29 
2.9 Procurement of drugs on Beneficiary ID of wellness centres 

through ALCs 
29 

2.10 Supply of expired and short expiry drugs 30 
2.10.1 Drugs having short shelf life supplied by GMSD 30 
2.10.2 Supply of expired and short expiry drugs  31 
2.10.3 Supply of expired/short expiry drugs by ALCs to wellness centres 32 
2.10.4 Supply of expired/short expiry of restricted drugs 33 
2.10.5 Supply of drugs by ALC without specifying the manufacturing date 33 
2.10.6 Expired Drugs in Medical Store Depot (MSD) Delhi and AD Cities 34 
2.11 Quality Assurance and Testing of drugs supplied by MSO to 

CGHS 

34 

2.11.1 Issue of substandard drugs to patients 35 
2.12 Non-Monitoring of procurement of drugs in CGHS 35 
2.12.1 Outstanding payments from CGHS to GMSDs amounting to 

₹ 484.66 crore 
36 

2.12.2 Quality of data in CGHS database 36 
2.13 Beneficiary Survey 37 
2.14 Conclusion 37 
Chapter-III Reimbursement of medical claims 39 
3.1 System of reimbursement of medical claims of Health Care 

Organizations (HCOs) by CGHS 

39 

3.1.1 Engagement of Bill Clearing Agency 39 
3.1.2 Empanelment of private HCOs by CGHS 39 
3.1.3 Process of Reimbursement of Claims 40 
3.1.4 Timeline for settlement of claims of HCOs by CGHS 43 
3.2 Data Analysis 43 
3.2.1 In patient/out patient 44 
3.2.2 Over-billing from approved rates of procedures/packages by Health 

Care Organizations 
45 

3.2.3 Claims amounting to ₹ 527.62 crore pending for settlement 47 
3.2.4 Non-recovery of ₹ 39.87 crore from BCA/HCOs 47 
3.2.5 Excess payment amounting to ₹ 39.32 lakh made to HCOs 48 
3.2.6 Irregular payment of ₹ 23.70 lakh to HCOs pertaining to serving 

CGHS beneficiaries 
49 

3.2.7 Unreliable checks exercised by the BCA before settling the claims 50 
3.2.8 Unauthorized payment of ₹ 27.79 lakh to HCOs despite rejection of 

claims by CGHS 
52 

3.2.9 Delay in Submission of claims by HCOs 52 
3.2.10 Delay in settlement of claims by the BCA 54 



Report No. 17 of 2022 

Performance Audit of Procurement and Supply of Drugs in CGHS 
 

iii 

3.2.11 Delay in finalisation of claims by the CGHS 56 
3.2.12 Approval of Hospital Claims without receiving intimation of 

treatment 
57 

3.2.13 Non-Accreditation of National Accreditation Board for Hospital 
(NABH) and National Accreditation Board for Laboratory (NABL) 

59 

3.3 Monitoring 60 
3.3.1 Monitoring and Reconciliation of advance given to BCA 60 
3.3.2 Non submission of Performance Bank Guarantee (PBG) by HCOs 61 
3.3.3 Meetings with HCOs 62 
3.3.4 Submission of Annual Report by HCOs 62 
3.4 Grievances 63 
3.5 Deficiencies in e-Claims System 64 
3.6 Short deduction of TDS of ₹ 14.30crore 67 
3.7 Processing of Hospital Bills of HCOs empanelled under CGHS on 

NHA IT Platform for paperless Hospital Billing 
68 

3.8 Conclusion 69 
Chapter-IV Conclusion and Recommendations 71 
 Annex 75-99 
 List of Abbreviations  100 

 

  


