OFFICE OF THE CONTRACTOR-GENERAL

Report of Investigation

Into the Procurement and Contract Award PractitéiseaUniversity Hospital of the West Indies

Ministry of Health

EXECUTIVE SUMMARY

The investigation into the Procurement Practiceghef University Hospital of the West Indies
(UHWI) was commenced on the 2007 January 19 putdigatine provisions of Section 15 of the
Contractor General Act (1983). It was guided byadle defined terms of reference and

methodologies which were used to inform the findiagd recommendations contained herein.

By way of letter, dated 2006 December 20, the t6&©O of the UHWI, Mrs. Stephanie Reid,
requested that the Office of the Contractor Gen€@CG) undertake an audit of the UHWI
procurement and contract award procesBeis, she expressed, was “necessary in light ohtwe
regulations passed by our Parliament as it reletethe Procurement/Contracts procedures to be
followed by Public Sector Bodies.” The invitatigras accepted by the OCG and was the premise

upon which the investigation was undertaken.

The primary means of gathering information on theous contracts which were procured by the
UHWI was the conducting of interviews, meetings &ne reviewing of contract documents. The

Investigation encompassed the analysis of the aweodess for contracts over J$4 million, from

2003 January to 2006 December. This information stgsgplemented by the data contained in the
Quatrterly Contract Award Reports (QCA) for contsad$250,000 to J$3,999,999.99 in value.

The QCA Reports indicate that, between 2006 May20@¥ March, the UHWI spent approximately
J$660 million dollars for contracts within the JB2B00 to J$3,999,999.99 band.
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The findings of the investigation indicated thagréh were breaches of the procurement guidelines
underscored by poor management within various deyeats of the UHWI that undertook
procurement functions. It is recommended that &evewe undertaken of the management structure
and functions of the institution and, in particulas it relates to the role of the UHWI board ie th
procurement process. Within the shortest time pssia procurement workshop should be

conducted by the Ministry of Finance with the agetacreinforce the requirements of the GPPH.

In addition, we would make the following recommetaias:

« We recommend that the UHWI draft a formal ProcumemPBolicy & Procedure
Document, which should incorporate the necessapssto be taken when procuring
goods, works and services, and the required reyprstructure for approval. This
document should be used in conjunction with the €bement Procurement Policy
Handbook. All relevant staff members would be reegiito become very familiar with
both.

» We recommend that regular procurement and finaraialits be carried out by the
requisite agencies acting on behalf of Parliaméafgo, we would recommend that an
audit of this nature be done on a quarterly basts sbhould continue until a satisfactory

level of transparency and compliance has been \asthie

* It is our considered view and recommendation (if yet implemented) that all sitting
board members and, likewise, UHWI staff, be madedolare any interest which they

may have in any companies that are currently camaybusiness with the hospital.

» Itis recommended that the Commission for the Rreéor of Corruption and the Auditor
General apprise themselves of the relationship d&twboard members, both past and
present, and their affiliations with the variousmgmanies that have conducted (or are
conducting) business with the UHWI. These relatijos should be investigatethter
alia, within the context of possible conflicts of intets. We make this recommendation
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particularly against the background of the inortihahigh levels of irregularities which
we have observed during our investigations. It us considered belief that in-depth
investigations should be conducted by the refertacghorities to determine definitively

if there are/were circumstances which would warcaiminal prosecution.

« We recommend that a review of the agency’s recardsagement systems, past and
present, be undertaken, and an appropriate systesiaphed to enable the efficient and
effective storage of procurement records. This wfisure an enhanced level of
transparency in so far as the agency’s procurera@dt contract award history is
concerned. It will also allow all stakeholdershave access to a comprehensive set of

analytical data for future comparisons and planmpiagoses.

» We recommend that the Auditor General be broughatinthe UHWI to undertake a
comprehensive audit to address the allegationgahéial impropriety which have been
levied against various staff and board membersis iBha matter which falls outside of
the OCG'’s jurisdiction.

* Finally, we would recommend that the Permanenteany take a more proactive and
aggressive role in developing, implementing andemig effective risk management
systems, checks and balances and other appropratagement systems at the UHWI,
in an effort to mitigate against any possibility @éviations from the GPPH by the

institution’s management and procurement staff.

INTRODUCTION

In accordance with Section 15 of the Contract Galin&et, the OCG, on 2007 January™ éitiated
an investigation into the procurement practiceshef UHWI, with respect to its adherence to the

Government Procurement Guidelines.
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TERMS OF REFERENCE

The terms of reference of the investigation were to

- ldentify the procurement process and practices hwviere employed by the UHWI in the

awarding of Government contracts for goods, world gervices;

* Review contracts awarded for conformity to the Gowgent Procurement Guidelines and

the terms thereof;

* Make recommendations for appropriate actions, wheaessary, to correct any instance of

non-conformity identified.

BACKGROUND

The investigation into the procurement practice®JbiWI was prompted by way of a letter, dated
2006 December 20, to the OCG, from the former CEOQHWI Mrs. Stephanie Reid, inviting the
OCG to commence an investigation into the con@aacrd practices of UHWI. This, she stated, was
necessary “in light of the new regulations” relgtio the procurement procedures to be followed by
Public Sector Bodies, passed by Parliament and siredéo ensure that UHWI “maintains a

compliant status with the Government of Jamaical&gl@ines for Contracts and Procurement.”

Interest was further generated by the extensivearattention which was placed on the issue of a
“climate of intimidation” towards the former CEO cathe management staff with regards to the

award of contracts at UHW!I.

The OCG, directed by its mandate under Section thefContractor General Act (1983), began
reviewing the procurement practices undertakemhatUHWI, as it relates to goods, services and

works contracts.
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From the terms of reference, the following questiand investigative methodology were outlined
and adopted by the OCG whilst conducting its ingesion:

(1) Whether UHWI adhered to the Government of JamaioautPement Guidelines;
(2) An analysis of UHWI's strengths and weaknesse®iiarming to the GPPH;

(3) Recommendations to correct any deficiencies thghtitiave been observed.

The OCG accepted, by way of letter, dated 2007 argnlO, the UHW!I's invitation to commence an
investigation in accordance with Section 15 of @mntractor General Act. Section 15 empowers the

Contractor General to conduct investigations imtp @r all of the following matters, among others:
(@) The tender procedures relating to contracts awadbgieuliblic bodies;

(b) The award of any Government contract;

(c) The implementation of the terms of any Governmentract.

METHODOLOGY

The following methodology was used to inform thadifigs and Conclusion of the investigation:
1. Meetings and interviews with Senior Managemenpee of the UHWI;
2. Review of tender correspondence and statementcotiats;

3. Review of procurement records and Minutes of mestinnf the General Purpose and

Procurement Board.

M eetings

The OCG, by way of a letter, dated 2007 Februargcheduled a meeting with the Acting Chief
Executive Officer, Mr. Everton Morgan, and / or asiher representative, to meet with the OCG’s

team of investigators on 2007 February 7.
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On 2007 February 7, the OCG investigation team witt the Chairman of the UHW!I Board, Mr.

Hugh Scott, and other members of the UHWI Seniomd$ement Team. The purpose of the
meeting was to introduce the members of the OC@;teautline the scope of the investigation;
explain the instrument of authority under which theestigation would be conducted; and also to

give an overview of the role and function of the@C

Requests were also made for the provision of cpomdence related to all procurements which were
undertaken above the $4 million threshold overmptiiéod of 2003 January to 2006 December 31.

| nterviews

On 2007 February 12, the OCG conducted an intervigtv the former Chief Executive Officer,
Mrs. Stephanie Reid, in the Conference Room of20&.

On 2007 April 17 and May 1, interviews were conedcin the Conference Room of the OCG,
with a Board member, Mr. Smith, and Mr. Hugh ScGtiairman of the UHWI Board.

Between the period 2007 April 6 — 17, interviewgavalso conducted with three members of the
UHWI Senior Management personnel: Mr. Fitz Mitch&lanager of Material & Services; Mr.
Evon Mullings, Acting Senior Director Operationsaihing and Development and Mrs. Beverly
Porter, Director of Contracts & Services. A secomterview was conducted on
2007 September 6, with Mrs. Beverly Porter, Direc@ontracts & Services. This was done to
clarify a number of issues regarding several catdraperated by UHWI.

FINDINGS

As a result of the interview sessions carried oytthe OCG team with the various senior
management personnel of UHWI, it was determined|, ewident, that there were deviations
from the GPPH. Explanations given by the UHWI mamagnt for these deviations included the

lack of knowledge of the GPPH and the nature ofk@avarranting emergency attention.

* The OCG'’s findings include:
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UHWI engaging the services of Nutritional Manageindd. to undertake the
catering contract despite the Contractor’'s inapitd furnish the required
performance bond of 10% of the contract sum. Thas & clear violation of
clause 6.1.1.19 of the GPPH that states that Gustraver Four million

dollars ($4M) require a surety amount of 10% segwf the contract sum.

In a report to the OCG from UHWI, they expressettraare difficulty in
finding suitable hospital caterers, which they doteas evident in the 2004
tender for the provision of dietary and cateringv®es. In this tender, three
(3) entities initially expressed an interest: HEARIMrust/NTA, D3H
Enterprises Ltd. and Nutritional Management (NM&).lHowever, HEART
Trust/NTA withdrew from the tender process and DBhterprises Ltd was
found to be ineligible as they did not have a val@C and were not
registered with the National Contracts CommissibdCC). It was on this
basis that NMS Ltd. was awarded the contract. Tlhewever, informed
UHWI that they were unable to furnish the Twentyefimillion dollars
($25M) performance security bond. As a result, ovémber 2004, the value
of the performance bond was reduced to Sixteeriamitiiollars ($16M) and

was later further reduced to Ten million dollar&@H$1).

In November 2004, UHWI proceeded to enter into maierim agreement
where NMS Ltd. would be allowed a six-month perital provide the
performance bond. This arrangement would allow tfe signing of the
contract at the end of the six-month period of Delwer 2004 to May 2005.
However, NMS Ltd. was given an additional three therextension and, in
December 2005, Mrs. Pinnock of NMS Ltd. wrote to WHinforming them
that they could not provide the performance bondl @pressed her intent to
terminate their services. However, due to the diffy in finding a suitable
replacement for NMS Ltd., UHWI requested that thegintain the contract.
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A signed three-year contract with Emergenaye(Research Institute (ECRI)
to procure equipment for UHWI valued at US$67,50%: vexamined. It was
found that this contract was not tendered. Thig isreach of Section 4.5 of
the GPPH, which requires goods with a value equairtgreater than Four
million dollars ($4M) to undergo selective tenderiprior to submission to the
NCC for recommendation, then, subsequently to thieiri@t for approval. In
addition, based upon checks carried out by the OEXGRI, a foreign based
non-profit entity, was not registered with the NG&urthermore, information
coming out of the interview sessions with the mamagnt of UHWI,
highlighted the fact that the contract was negetidty Mrs. Stephanie Reid,
the then CEO, without consulting the UHWI Procurem€ommittee or
receiving the requisite approval from the UHWI Bahar

The Minutes of the Finance and General Purpuseting, dated 2006 October
19, stated that Supreme Laundry Services Ltd. wasded the contract for
five years commencing 19981ay 1, to provide laundry services. However,
the contract has been operating since 2004, onxenson basis. The
contract was reportedly put to tender, to whichyoBSlupreme Laundry
Services Ltd. submitted proposals on time. The N€€cted the submission
and recommended a re-tender. The Committee theidedketo extend the
contract of Supreme Laundry Ltd. by three months tfee period 2006
December 1 to 2007 February 28.

A request for a contract extension was, howeverensubmitted to the NCC
for endorsement; nor was there any evidence omalitie being set for the
contract to be re-tendered. The most recent extergrianted by the UHWI
Board on 2007 June 29, is set to expire on 200&mDber 31. This was not
submitted to the NCC for endorsement.

! See contract dated Ma§ 1998 between National Cleaners UHWI — Laundry Beragreement
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Based upon the Audit Exit Interview carried out thg Auditor General on
2007 March 29, the performance bond in the orighoaltract dated 1998 May
1, was deemed invalid, and was not signed undexialfseal.

iv.  Based upon the findings of the Audit Exitelr’tiew conducted by the Auditor
General on 2007 March 29, we noted that severgpleup of goods and
services to UHWI were not registered with the N@Cother instances, the
Tax Compliance Certificate for some suppliers was presented. This
information is substantiated by a letter dated 2D@¢tember 8, from Mrs.
Beverly Porter, Director, Contracts & Services,the then Chief Executive
Officer, Mrs. Stephanie Reid, outlining that TCCJadCC certificates were
still outstanding for a number of suppliers.

v. An analysis of the UHWI Quarterly Contract AwaiQGA) Reports from
2006 May to 2007 March, produced the following Hssu

1. Open Tender - 336 contracts were awarded
2. Selective Tender - 205 contracts were awarded
3. Limited Tender - No contract was awarded

4. Sole Source Procurement - 147 contracts weredmaar

5. Government to Government Procurement — No conivastawarded

6. Over an eleven month period (2006 May - 2007 Marcbhtracts

within the $250,000- $3,999,999.99 range, with taltovalue of
$653.75M, were awarded for goods, services and svorkhe
evidence suggests that this was done with thekhdwledge of the

procurement committee.

vi. There isprima facie evidence that a conflict of interest may have owal
with the awarding of contracts to Consumerablege®iby UHWI. This is as

a result of the working relationship which existeetween Mrs. Stephanie
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Reid, the then CEO of UHWI and Mr. Dwight William&irector and
shareholder of Consumerables Direct. Both wereeddors of another
company, Cyto Histo Path. It must, however, be chdi@t based upon records
reviewed, Cyto Histo Path was never awarded a aontinder Mrs. Reid’s
tenure as CEO. Consumerables Direct, however, waadad seven (7)
contracts with a total value of $7,017,161.00 betwthe periods 2006 May -
December, during Mrs. Reid’s tenure. Since the daepaof the now former
UHWI CEO, Mrs. Stephanie Reid, Consumables Dired#ist recorded
contract with the UHWI, was dated 2007 January hd was valued at
$540,000.00.

Consumerables Direct's role seems to be that ofagent, procuring
equipment and supplies on behalf of UHWI. Basednupgee Audit Exit

Interview conducted by the Auditor General on 20@&rch 29, purchases
made through Consumerables Direct, were often ndawkein some cases in
excess of 100%.

UHWI stated that they had engaged Consumerablesafter being directed
by the manufacturers of medical equipment to autbdrdealers. Therefore,
given that Consumerables Direct are authorizedtagen the manufacturers
and suppliers of medical equipment, and offer sargi for the equipments
under the contract, they were engaged by UHWI. UHWled that after
reviewing the Auditor General’s Exit Interview, thenade several checks to
verify the level of mark up and found that Consusiigs Direct’'s mark up
was actually 40% and not 100% which was commuricatethe report.
Furthermore, they had sent this information to Auglitor General’'s Office

for them to make adjustments to the report.
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Vii.

viii.

There is substantial evidence of Procurement CoteenNeetings being held
at regular intervals, along with evidence of UHVi8alaying some degree of
adherence to the GPPH. It should be noted that niveutes of the

procurement meetings would show decisions beingrtadn the award of

contracts.

There are a number of contracts, written and veshich have expired, or
are operating on an extension basis, without tipeasal of the NCC and/or

the Cabinet. These include:

Security services, valued at J$4,727, 096.84 pertmo
Laundry services, valued at $3,000,000 per month;
Catering services, valued at $308 million;

Staff transport services, valued at $2,032,686etmnth;
General Carpentry services valued at $597,250 pethm
Steam services, valued at $147,000 per month;

N o g kDR

Medical gases services, currently being purchasedavpurchase
order;

8. Quantity surveying services;

9. Structural engineering services;

10. Architectural services attract a 6.5% of the vatfighe implemented

contract when commissioned drawing is utilised.

The minutes of the Finance and General Purposeifgeiated 2006 October
19, stated that the laundry, security, buildingceleal and plumbing,
catering, medical gases, transport and dieselseielice contracts were to be
re-tendered. Documents presented to the OCG arsgeguéntly reviewed, do
not identify any of these contracts actually beitepndered or show
endorsement for extension by the NCC and/or byCiainet. Details on these

contracts are listed below:

UHWI Investigation

Office of the Contractor-General 2007 December 21
Page 11 of 22



Security Contract

The exit interview conducted by the Auditor Generated that the security
contract with Marksman was dated 1999 March 1 afone year period, and
that the contractor often times billed the hospétla higher rate than that
stated in the contract. According to the Audit Brierview conducted by the
Auditor General on 2007 March 29, an advanced paymwge$2,000,000 was
paid to Marksman on 2006 August 30, for an invoishich totalled
$1,215,150.50. The Senior Director of Finance, Walters, explained that
due to an increase in minimum wages, the contrdeaor been billing the
hospital at a rate higher than that in the contraetore actual approval for
this rate was granted by the UHWI Board. The rep@mt further to note that
given the fact that the hospital made the paymetits signalled an
acceptance of new rates, which were subsequenpioagpd by the Board on
2007 June 29.

In addition, it must be highlighted that tpama facie possibility could have

existed for a conflict of interest to have arisgnvirtue of the fact that a
member of the UHWI Board, Mr. Rae (Rapheal) Bayed#o sits on the board
of Marksman Ltd., which has been operating the UldVgecurity contract

since 1999 March 1, without it being put to tendAccording to the Office of

the Chief Executive of the UHWI, Mr. Barrett hasehea member of the
UHWI Board since 1997. As at 2006 October 4, MnrBt was also listed as
a member of the Finance and General Purposes Cteernoitthe UHWI. The

website of Marksman Ltd. currently indicates that Barrett is its Chairman.

Marksman Ltd. has confirmed to the OCG that Mr.rBarhas been a board
member of Marksman Ltd. in excess of 20 years.
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The subject UHWI/Marksman Ltd. contract was furtlextended by the
UHWI Board on 2007 June 27, for a period of six thenwithout the matter
being referred for endorsement or approval by thatiddal Contracts
Commission and/or the Cabinet, in breach of the K&PIPe financial records
of the UHWI have disclosed that between 2006 Janlidao 2006 December
31, the UHWI has paid over to Marksman Ltd. a tofa$56,725,162.09 for

security services rendered.

Furthermore, Marksman Ltd. was engaged as a camsuit 2003. However,
no contract detailing the nature of the servicdesms and conditions, was
seen. In an interview conducted on September 67 20th Ms. Beverly
Porter, Director, Contracts and Services, she egidiathat Consultancy work
was undertaken by Marksman Ltd., in regard to thavipion of security
services for UHWI personnel. This contract was gegaas a precautionary
measure, as a result of a potential threat to itles lof UHWI staff, which
arose out of an incident in which discrepancieseweund, by UHWI, in the
invoices of a supplier who was partially paid. MiParter explained that the
UHW!I Board felt that the loss of income to the dligspposed a threat to the
welfare of staff members, namely the Acting Chiefe&utive Officer, Dr.
Barrow and Mr. M. Walters, Senior Director of Ficanas well as herself —

all of whom were directly involved in the procuremh@rocess.

Consequently, this precautionary security mechanishich included panic

buttons and security assistance at home, was ingpigd. The arrangement
was entered into by Guardsman Limited. Howevetabse of confidentiality

issues, Marksman Ltd., which was already engagecrtwide security

services to the hospital, undertook the contraatddd this arrangement,
Guardsman would bill Marksman Ltd., who subsequydritled UHWI.
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L egal Services

There was also no supporting document to show ttiere was a written

contract for legal services undertaken by MyerstdAer and Gordon, which
was paid an estimated total of J$7,430,187 and B&$2 between 2006
January and December. In addition, there is noeenid to suggest that this
contract was ever put to tender. However, based ugormation gathered, it

is the understanding of the OCG, that the relahgnd¥etween UHWI and

Myers, Fletcher & Gordon, has been a long-standimg

Staff Transportation

The contract for transportation of UHWI medical ammh-medical staff with
Jessa Limited, has been operational since 2005 gkutd. However, this
contract was not competitively selected. The camtveas awarded to Jessa
Limited, a break-away arm of Jamaica Cooperativeodwbile & Limousine
Tours (JCAL), which experienced management probleth®wving the tender
process conducted by UHWI. The re-tendering fas #ervice was not
carried out and a written contract was not initdlateven though a total of
J$30,449,971.23 was paid to Jessa Limited as a6 ZD€cember. This
arrangement is in clear violation of the GPPH ®ect.1.1.2, as contracts
valued in excess of $15 million are required topbéeto tender and endorsed
by the NCC and the Cabinet. When questioned athositcontract, UHWI
informed the OCG that it had engaged the servi€dessa Limited, because
the previous provider of transportation had stifgdaa timeline in which he
would withdraw his service. Additionally, becausk the urgency of the
situation, they engaged the services of Jessa @amitithout re-tendering for

this service.
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Heavy Fuedl & Oil

There is also no contract in place for Esso Stahdait S.A. Ltd., which

supplies heavy fuel and oil to UHWI, and has beendpa total of
$36,766,596.11 over the period 2006 January to Mbee The Audit Exit

Interview conducted by the Auditor General on 200arch 29, revealed that

there was no evidence of a written contract, amad tthe last agreement was

done via a letter dated 2002 December 3 and woutdnd until 2003

February 28.

There are several contracts which UHWI has operfateseveral years, which

have never been tendered. These include:

1) The contract with EI-Mech, the Steam contract whiclvolves

2)

3)

maintenance for the broilers, valued at $147,0060mmnth. In addition
to the Steam contract, EI-Mech was asked by UHWIagsume
responsibility for plumbing after the contractor ptace withdrew his
services. Payment for the plumbing contract is éhagen work orders
submitted and this was estimated at $1,100,000npath.

Perry’s Construction and Drafting has a contracitGeneral Carpentry,
which is valued at $597,250 per month and involesryday

maintenance of the hospital grounds.

Lloyd Robinson & Associates, which is now operabgdMr. Charles

Adamson, has been offering UHWI architectural sssifor a number
of years. The existing arrangement is that LloydiRson & Associates
is asked to prepare draft drawings when they ansidered necessary.

However, they are not paid unless the drawing tsiffo commission.
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Xi.

If the drawing is implemented, they are paid 6.524he value of the

implemented contract.

4) Highlight Electrical Sales & Service Ltd has a e¢ant with UHWI for

electrical maintenance. This is valued at $316&&Her month.

5) Ronham & Associates Limited is responsible forriiantenance of the
Hospital's Air Condition units. This contract isluad at $628,749.32

per month.

Roofing & General (Caribbean) Ltd. was engaged WJ to repair the

roofs of the Pediatrician Residence Lounge & SewRapm at a cost of
$266,098.40 and the Pharmacy at a cost $1,281 A0M@vever, based upon
the Audit Exit Interview conducted by Auditor Geaeon 2007 March 29,
there is no evidence of a written contract. Theoregvent further to note

several areas of concern, including:

1) No TCC being presented;

2) UHWI making an advance payment of 50% of $133,0219%2d
$640,752.16 without having an advance payment ggdéarplace is a
clear violation of Section 6.1.33 of the GPPH. stiites that where
advance payments are to be made, these will onlgllbeved upon
presentation of an advance payment security. Naragh/ payment
will be made without provision of a surety in thdlfvalue of the

advance.

The following contracts were identified in tAedit Exit Interview conducted
on 2007 March 29 by the Auditor General, as beingbreach, and in
contravention, of Section 6.1.33 of the GPPH. tdtes that where advance

payments are to be made, these will only be allowmsh presentation of an
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advance payment security. Section 6.1.1 of theHG§tRtes that a description
of the works to be carried out, goods to be dedigleror services to be

performed, should be inserted:

1) Highlight Electrical Sales & Services Ltd. was epga to install
computers, telephones and a nurse call system lasisvelectrical works
for a cost of $1,130,620.96. However, no contkeas in place and an
advance payment of $500,000.00 was made on 20061 ayithout any

security being given.

2) Ronham & Associates Ltd. was engaged to supplyiestdll one 10 Ton
package air conditioning unit at a cost of $1,280,00. UHWI paid a
50% deposit of $625,000.00 without the contractmvigling adequate

security for the amount advanced.

3) Golding & Associates Ltd. was engaged to renovatactes at Ward 7,
without a contract being in place. The report noteat there was no
evidence that the company submitted a TCC or ppboégistration to the
NCC. The report went further to note that basednujp@ movements in
the contract sum, i.e. from an initial amount of &D,676 to $2,391,224,

the scope of the work was not clearly defined efeork commenced.

UHWI acknowledged that they had, in fact, made adeapayments to
several contractors in the past without having segurity. However, this
practice will be examined and stopped given theuireqnents of the
GPPH.

xii. The Exit Audit Interview conducted by the Auwdit General on
2007 March 29, further highlighted instances wherels were expended by

the UHWI and either the goods were not receivedher works remained
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outstanding. It is the opinion of the OCG that doi¢he lack of an adequate
control mechanism in the award and implementatiboomtracts for goods,
works and services, the required accounting omtired checks and balances
were not adhered to by the management of the UHWansequently, on
numerous occasions, funds were expended without dbeesponding
mechanism to determine whether public funds weréngbedisbursed
effectively and the expected gains realised. Thas alearly displayed in the

following instances:

1) Hector EMC Inc was paid two advance payments on
2006 November 23, and 2006 December 4 for the pseclof a
transformer. As at 2007 March 29, it had not besgeived nor put

into operation.

2) Supreme Laundry, between 2006 September and Decemvbs
paid an excess of $102,191.12 over the approvetlambrsum of $3
million per month. This, UHWI explained, was asesult of new
rates being applied due to an increase in the nummvage.
However, UHWI had not approved the new rates ininfiel billing

stages.

3) Between January to December 2006, Jessa Ltd. heas fiead in
excess of $500,000.00 over the approved contrach f
$2,032,686.49 per month for transportation eacknigint. UHWI
explained that this had resulted from several im#ta where staff
members indicated that they would utilize the senand failed to
do so. The arrangement in place with Jessa Ltdulstes that the
UHWI has to pay for a minimum amount of seats, Wwbetit is
utilized or not. Therefore, in a bus with a seatoapacity of 28,

UHW!I has to pay for a minimum of 20 seats.
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4) As a result of a variation in the contract sum,dBa & Associates

Ltd. was overpaid. Details of this, however, weot available.

CONCLUSION

From files reviewed, and other investigative tegaes employed, it is our view that the
UHWI's management of procurement procedures, andumentation of same, is
inconsistent. It is evident that the procurememragch employed by the UHWI staff did
not allow for a thorough utilization of the GPPHhis is made clear by their delay in
putting to competitive tender, several contractsservices, and the numerous advance
payments made to contractors. This has led the @Ck&lieve that the procurement
committee either lacked the requisite knowledgegabed in such a manner as to give the
impression that they did not have the requisitevkadge, to apply the guidelines of the
GPPH.

In a number of cases, there were clear violatidnte@ GPPH, as contractors’ services
were engaged without a written contract. The UH&$ lcontinued to maintain several
contracts which have been operational for a nurabgears without being put to tender.
There is also no evidence to support that thestramia were issued in an impartial and
transparent manner. Furthermore, one could condluakeUHWI, in their procurement

practices, has not sought to ensure that the spgrafi the Government of Jamaica’s
money for goods, works and services was done taimliitest value, given the lack of

competitive tendering.

However, the OCG cannot say with any certainty nflwe influence, (privileges of
powers by the UHWI board and staff) was used inrdimg contracts where goods,
works and services are concerned. On examiningdeaaf contracts that were actually
tendered, we noted that contracts were awardduettotvest bidders in keeping with the
hospital’s standards. There were, however, insteangbere the highest bidder was

awarded a contract based upon the brand of probaectg supplied. It is our
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recommendation that where a brand preference exgssshould be stated in the initial
tender documents so as to give all potential b&ldesimilar competitive advantage,

thereby eliminating any potential appearance ofarnality.

* It is the OCG’s view that the procurement proceduaee not the main cause of the
differences between the former CEO of the UHWI,eotmanagement staff and the
current Board. This impasse may be attributed ek of communication and trust. The
Board has been cited by the UHWI Management teafneasy restrictive in that they
have delayed several reviews of documents for abeurof the contracts which were to
be put to competitive tender. In this respect, a@mmend a review of the procurement
process at UHWI to ensure that timely and efficidrafting and review of pertinent

documents are undertaken.

* There is the lack of a proper management systeocododinate the various departments
carrying out the procurement of goods, servicesvemts at the UHWI. It would appear
that a ‘free for all’ type of management was incgla This was evidenced by the many
instances in which advance payments were made traotors without having the
necessary advance payment security in place. Whdoec funds are concerned, it is
expected that control systems would have beenacepl However, this was not the case
at UHWI.

RECOMMENDATIONS

« We recommend that the UHWI draft a formal ProcumemPBolicy & Procedure
Document, which should incorporate the necessapssto be taken when procuring
goods, works and services, and the required reyprsiructure for approval. This
document should be used in conjunction with the €bowment Procurement Policy
Handbook. All relevant staff members would be reegiito become very familiar with
both.
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« We recommend that procurement workshops, for whick Procurement Policy
Implementation Unit of the Ministry of Finance atide Public Service is formally
responsible, be conducted, without delay, for alffswho are involved in the

procurement process at the UHWI.

» We recommend that regular procurement and finaraialits be carried out by the
requisite agencies acting on behalf of Parliaméafgo, we would recommend that an
audit of this nature be done on a quarterly basts should continue until a satisfactory

level of transparency and compliance has been asthie

* It is our considered view and recommendation (if yet implemented) that all sitting
board members and, likewise, UHWI staff, be madédolare any interest which they
may have in any companies that are currently camaybusiness with the hospital.

» Itis recommended that the Commission for the Rreéor of Corruption and the Auditor
General apprise themselves of the relationship éetwboard members, both past and
present, and their affiliations with the variousmgaanies that have conducted (or are
conducting) business with the UHWI. These relatos should be investigatethter
alia, within the context of possible conflicts of intets. We make this recommendation
particularly against the background of the inortihahigh levels of irregularities which
we have observed during our investigations. It us considered belief that in-depth
investigations should be conducted by the refertacghorities to determine definitively

if there are/were circumstances which would warcaiminal prosecution.

«  We recommend that a review of the agency’s recardesagement systems, past and
present, be undertaken, and an appropriate systesiaphed to enable the efficient and
effective storage of procurement records. This wfisure an enhanced level of
transparency in so far as the agency’s procureraedt contract award history is
concerned. It will also allow all stakeholdersh@ve access to a comprehensive set of

analytical data for future comparisons and planmiagoses.
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« We recommend that the Auditor General be broughatinhe UHWI to undertake a
comprehensive audit to address the allegationgahéial impropriety which have been
levied against various staff and board membersis iBha matter which falls outside of
the OCG’s jurisdiction.

* Finally, we would recommend that the Permanent&aiy take a more proactive and
aggressive role in developing, implementing andeaifig effective risk management
systems, checks and balances and other appropra@tagement systems at the UHWI,
in an effort to mitigate against any possibility @éviations from the GPPH by the

institution’s management and procurement staff.
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