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2.INTRODUCTION

The Three Diseases Fund (3DF) aims to reduce the burden of communicable
disease mortality and morbidity for tuberculosis, malaria and HIV and AIDS
in Burma/Myanmar. The 3DF is a unique funding mechanism established by a
consortium of international donors to address the three diseases in close
cooperation with all key actors. Supported by Australia, the European
Commission (EC), the Netherlands, Norway, Sweden and the United Kingdom
(UK), the 3DF pledged US$100 million over 5 years with 60% for HIV and
AIDS, 20 % for TB and 20% for malaria.

In 2007 the 3DF provided grants amounting total US$21 million to 23
implementing partners (IP) drawn from UN agencies and International Non-
governmental Organizations (INGOs) to work with community-based and
local non-governmental organizations and professional associations to deliver
and scale up provision of health services to address the three diseases.

All grant recipients, also seen above and below as “implementing partners”,
are responsible for ensuring that procurement activities with funding from
the 3DF are undertaken according to the Fund’s policies and principles.

The Fund Manager (FM), represented by the United Nations Office for Project
Services (UNOPS), is expected to comply with all regulations and rules and
public procurement principles.

The principles of UNOPS procurement policies and procedures are reflected in
the current 3DF Standard Operating Procedures (SOPs) for the supply of
pharmaceutical and related medical commodities for and by 3DF grant
recipients in Burma/Myanmar.

The SOPs shall guarantee the application of the “best value for money” in the
procurement process. It is not necessarily the same as selecting the lowest
initial price option, but requires an integrated assessment of technical,
organizational and pricing factors in light of their relative importance. The
SOPs should however aim at reducing the overall procurement costs, and at
ensuring the efficiency and reliability of the supply chain.

The SOPs guide 3DF implementing partners in procurement activities. They
describe standard procedures to be followed by the Fund Manager, when
procuring on behalf of implementing partners. For those implementing
partners undertaking the procuring themselves they are to follow their own
internal guidelines if available. These guidelines should be documented and
well established within the organization. In case there are no documented
guidelines available regarding the procurement procedures or the guidelines
are conflicting with the 3DF guidelines, then 3DF guidelines shall prevail. All
forms for requesting procurement services from the Fund Manager are linked
to this manual.
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3.STRATEGIC OBJECTIVES

The following four strategic objectives are relevant to any drugs’ supply
system:

1. Procure the most cost-effective drugs in the right quantities
2. Select reliable suppliers of high-quality products

3. Ensure timely delivery

4. Achieve the lowest possible total cost

3.1 Procure the most cost-effective drugs in the right
quantities

All agencies active in procurement shall develop a list of essential drugs to
ensure that only the most cost-effective drugs are purchased. Procedures
must be in place, which accurately estimate procurement quantities in order
to ensure continued access to the selected products without accumulating
excess stock.

3.2 Select reliable suppliers of high-quality drugs

Reliable suppliers of high-quality drugs must be pre-selected and active
quality assurance programmes involving surveillance and testing shall be
implemented.

3.3 Ensure timely delivery

Procurement and distribution systems must ensure timely delivery of
appropriate quantities to central or district stores and adequate distribution
to health facilities, where the products are needed.

3.4 Achieve the lowest possible costs
The lowest possible costs must be achieved considering four main criteria:

1. The actual purchase price of the drugs

2. Hidden costs due to poor product quality, poor suppliers distribution or
short shelf-life

3. Inventory holding costs at various levels of the supply system

4. Operating costs and capital loss by management and administration of
the procurement and distribution system
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4.SPECIAL CONSIDERATIONS

4.1 Grace period

The Standard Operating Procedures (SOPs) were finalised after the first
agreements had been signed between the Fund Manager (UNOPS) and the
3DF implementing partners. As a result implementing partners had already
placed or received orders, which might not adhere to the current guidelines.
The Fund Manager has therefore recognised the need for a grace period with
regards to the implementation of these guidelines.

* Stocks that were purchased prior to the introduction of the SOPs on
procurement during the procurement meeting on 19 October 2007
should be fully utilised

* Any purchase after the introduction of these SOPs shall be made
according to the guidelines

* In cases of urgent need (ie. drugs needed within less than four months
and that cannot be supplied through an international procurement
action), the Fund Manager should be contacted

4.2 Budget adjustment

In most cases international procurement is a cheaper option compared to
local procurement, since national taxes can be avoided as well as profit
margins of local distributors. Only locally manufactured items may be
cheaper than imported. In cases where a budget has been calculated based
on local prices or where the initial budget appears to be insufficient due to
the Fund’s procurement policies, a new estimate can be submitted with
adjusted prices for those items where international procurement increases
the costs of the items. The Fund Manager will then take this under
consideration, although it cannot make any commitment on the allocation of
additional funds.

4.3 Very small quantities

International procurement of very low quantities is not possible, since
international suppliers need a minimum order level to make the supply
financially interesting. The Fund Manager will try and provide necessary
support for implementing partners that want to process small orders that
they would otherwise not obtain from the international market. This requires
from implementing partners to synchronize orders in time and frequency.
The Fund Manager will request these implementing partners to submit their
requirements and provide them with a timeline for delivery.

As a short term solution, implementing partners with very small orders
should try and obtain these from other 3DF implementing partners. When
this is not possible, they may contact the Fund Manager (UNOPS) for
assistance.
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4.4 Ad hoc requirements

Implementing partners are to use their sound judgment when it comes to ad
hoc requirements; it is not possible to provide guidelines for all possible
situations.

4.5 IP own procurement guidelines versus 3DF SOP

When procurement guidelines from implementing partners and from the
Three Disease Fund’s SOPs are conflicting, the Three Diseases Funds’
Standard Operating Procedures (SOPs) shall prevail.

4.6 Exceptions for local procurement

The guidelines for local procurement are general. It may not be possible to
generate an all inclusive list of items, which can and cannot be procured
locally.! In situations where implementing partners wish to consider local
procurement for specific items, the Fund Manager should be consulted in
order to add these items to a list of exceptions.

! For example laboratory reagents are to be purchased internationally, but some of these
agents are very stable and cheap therefore could easily be procured locally.
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5.PROCUREMENT PROCESS

5.1 Procurement capacity assessment

The capability of each implementing partner to undertake direct procurement
of pharmaceutical and medical commodities will be assessed. When an
implementing partner is considered to have this capability, then the Fund
Manager will allow direct procurement. In such case the Fund Manager will
assist if and when requested and provide assistance on the following
matters:

* Quotations: the Fund Manager can request international suppliers for
quotations of pharmaceutical and medical commodities.

* Customs clearance: With the exception of narcotic and psychotic
pharmaceuticals the Fund Manager does not need import licenses for
custom clearance of pharmaceutical and medical commodities and
therefore can assists in this matter. In cases where implementing
partners would like to procure narcotic or psychotic pharmaceuticals on
the international market, the implementing partner would be
responsible to obtain two original import licenses and present this prior
to an order being placed with a supplier.

* Tax exemption: Tax exemption for pharmaceutical and medical
commodities can be obtained with the assistance of the Fund Manager.

An implementing partner can initiate a procurement assessment by
contacting the procurement unit of the Fund Manager. In such case, the
document below Questionnaire Supply Assessment should be completed prior
to requesting the assessment.

When implementing partners have been evaluated as capable to procure
pharmaceutical and medical commodities directly, the Fund Manager will
monitor the quality of the procurement process. This includes competitive
bidding, quality assurance, distribution and storage.

/7 FORM - Questionnaire Supply Assessment
—7 FORM - Planning Check List

5.2 Procurement done by the Fund Manager or
implementing partners

Phase 1: Assess IP requirements

Any procurement action will start by defining the requirements; in most
cases this is done by the implementing partner. Should the implementing
partner need assistance, the Fund Manager can either provide technical
support or refer the partner to those who have the technical knowledge to
assist. This phase has three steps:
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Step 1: Reviewing and revising the requirements
Step 2: Ensuring the availability of funds
Step 3 : Finalising the requirements with the IP

Step1: Reviewing and revising the requirements

To make economies of scale, the Fund Manager will try and synchronise
orders for several implementing partners. This might require adjustments in
time and frequency of orders from 3DF implementing partners, especially for
those requiring small quantities.

The Fund Manager will request all implementing partners to submit their
requirements at least four (4) but preferably five to six months prior to
delivery. This period of time is necessary to review the requirements, to
request the quotations, or if the quantities require, to float a tender and to
allow for the delivery lead time of the supplier. The requirements should be
submitted using the 3DF Standard Drugs Order List.

As a minimum a requisition should include the following items:

* A detailed description of the goods sought
* Confirmation of availability of funds

®* Quantity to be procured

®* Required delivery date

* Delivery location

* Estimated price

* Any additional information (e.g. standardisation, preferred method of
shipment, etc.).

The Fund Manager will provide the so-called Standard Drug Order List which
lists all pharmaceuticals as approved for the procurement with 3DF grants.
The list is an extract from the National Treatment Protocols from the Ministry
of Health. The list can be used to order directly from the 3DF, or function as
a reference for those IPs who undertake the procurement themselves. The
list allows the user to filter so only those pharmaceuticals which are related
to the specific activities as agreed upon in the MoA between the IP and 3DF
are visible. If the procurement is to be done by the 3DF, the IP should
complete all fields and enter the requested quantities for the different
commodities in the list. After completion, the list should be printed, signed
by an authorized person and send to the Fund Manager’s office.

Setting the requirements should be done with the utmost care, as mistakes
in this part of the process may delay the delivery, or induce discrepancies
between the original requirements and the delivery. It is important to have
an estimation of the total costs, since this will determine the method of
solicitation.
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IMPORTANT: requirements should be generic, thus no specific brand
names or other unnecessary restrictions should be requested, unless it
cannot be avoided.

7 FORM - Standard Drugs Order List

UNOPS - Procurement Manual chapter 2.5.2 Requirements definition
UNOPS - Guideline - Preparation of specifications

Step 2: Ensuring the availability of funds

When implementing partners enter in a Memorandum of Agreement (MoA)
with the Three Diseases Fund they can request if the procurement of medical
commodities can be done by the Fund Manager. Where procurement is to be
undertaken by the Fund Manager the disbursement schedule should reflect
this. The funds budgeted for the procurement will should not be included in
the disbursement schedule; they shall remain with the Fund Manager to be
used for the payment of the procured commodities. The value of the total
procurement can never exceed the funds remaining with the Fund Manager.
In exceptional cases the budget can be amended if more funds are needed
then initially reserved for procurement by the implementing partner. No
procurement actions can and will be undertaken if the disbursement schedule
in the MoA does not reflect that the amount to be procured by the Fund
Manager will not be disbursed to the implementing partner. Any remaining
funds after the procurement has been completed will remain with the fund
manager unless additional procurement actions are undertaken to utilize
these remaining funds.

Prior to the procurement action the implementing partner will be asked to
confirm that resources are sufficient for the procurement. The amount shall
be indicated in the Standard Drugs Order List which is send to the
Procurement Officer in the Fund Management office. The Fund Manager will
verify if indeed the funds are still available under the established
Memorandum of Agreement.

Step 3: Finalizing the requirements with the IP

The requisition will be evaluated by the Fund Manager and checked against
the following:

* Correct specified needs, without over-specification or under-
specification

* Realistic delivery dates
* Descriptions of commodities are sufficiently specified

* In case of pharmaceuticals, adherence to the national (treatment)
guidelines

* The presence of brand names

10
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* The presence of restricted pharmaceuticals such as narcotic and/or
psychotropic drugs, as these require import licenses and can possibly
delay deliveries

The (revised) Standard Drugs Order List will be sent to the IP for final
confirmation on the requirements.

Phase 2: Sourcing, Quotations, valid Long Term
Agreements (LTAs)

A decision needs to be taken whether the required items can be sourced
locally or only internationally. Local purchases can then be carried out by the
implementing partners themselves using proper procurement procedures. In
case of a local purchase and depending on the value of the purchase, the
method of solicitation can be decided upon. In cases where the Fund
Manager will take care of the procurement, the order will be placed by the
Fund Management Office in Yangon. The following steps should be followed:

Step 1: Final verification if the commodities are approved for procurement
for the specific activity which is agreed upon in the MoA

Step 2: Check if items can be sourced locally or only internationally

Step 3: Check whether a relevant Long Term Agreement (LTA) exists

Step 4 : Select the solicitation method based on the nature and value of
the goods to be purchased

Step 5: Prepare a Request for Quotation (RFQ)

In step 2 the procurement unit in the Fund Management office in Yangon will
use the finalised Standard Order List to produce a Request for Quotation
(RFQ). This will be sent to the Global Service Centre (GSC) in Copenhagen.
The GSC will identify existing Long Term Agreements (LTAs), which can be
accessed by the Fund Manager.

Step 1: Check if the items are approved for procurement with
Three Diseases Fund grants

In order to harmonize the procurement of drug funded by the Three Diseases
Fund a drugs list is prepared of pharmaceuticals included in the respective
national guidelines for:

®* ART treatment

® C(Clinical management of HIV positive people
* Home Based Care for AIDS patients

* Treatment of sexually transmitted infections
* Treatment for malaria

* Treatment for tuberculosis

The guidelines for the selection of pharmaceuticals to be used are:

11
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* The latest version of the national guidelines approved by the
Government of Myanmar. (For specifics see 0), or

e If guidelines are not available, refer to the latest version of the Global
WHO Guidelines.

The list of drugs proposed in each of the guidelines will be used as the
requisition list for procurement of pharmaceuticals to be approved by the
Fund Manager and based on the scope of work agreed between Fund
Manager and the respective implementing partner.

From 1st January 2008, the Fund Manager will not approve the use of Three
Diseases Fund grants for the purchase of any pharmaceuticals not included
in the requisition lists regardless of whether the procurement is done directly
by the implementing partners or through Fund Management Office.

The requisition list can be found on the website of the Fund Manager
(www.3DFund.org) in the procurement section.

Step 2: Check if items can be sourced locally or only
internationally

Depending on the nature of the commodities, local procurement is possible
or might even be preferred in the case of hon-medical commodities and non-
life saving equipment.? Pharmaceuticals should always be procured
internationally to ensure that qualified drugs are being purchased.

In order to ensure procurement of qualified pharmaceuticals the following
regulations should always be respected:

(@) The pharmaceuticals should be produced in a WHO pre-qualified
manufacturing site, or;

(b) The pharmaceuticals should be products registered in countries with
“stringent reqgulatory authorities” as defined by the Global Fund to Fight
Aids, Tuberculosis and Malaria (GFATM), or;

(c) The pharmaceuticals should be produced by companies, which meet the
requirements as laid down by WHO in the Good Manufacturing Practices
(GMP); this should either be verified or certificated.

For specifics see Error! Reference source not found.. The table below
shows the items, which should always be procured internationally and those
that can be procured locally.

Always international

procurement Local procurement allowed

2 Local support services for equipment can be preferable to international procurement

12
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Non-medical commodities (IT equipment,

Pharmaceuticals (all medicines) office supplies etc.)

Non-sterile medical materials (bandages
cotton wool, thermometers,
sphygmomanometers, etc.)

Medical test kits (malaria test kits, HIV
test kits etc.)

Sterile medical materials (syringes and Non-life saving medical equipment
needles, infusion sets etc.) (examination lights, tables etc.)

Laboratory equipment (Microscope,

Lab reagents spectrophotometers etc.)

In exceptional cases local procurement of the items in the left column of the
above table can be acceptable after approval from the Fund Manager. In
those cases the following rules apply at all times:

(a) The manufacturers should be either WHO pre-qualified, or have
registration in countries with “stringent regulatory authorities”, or should
have GMP certification or verification;

(b) Supplies should be fresh, no procurement from in-country stocks is
permitted;

(c) The manufacturer should provide all required certificates with the specific
lot numbers of the batch(es) including expiry dates to allow verification
that the specific batches have indeed been supplied by the manufacturer.
This information should be requested by the IP directly from the
manufacturer; the reseller should not be involved in this part of the
procurement process. The manufacturer should send the documents
directly to the implementing partner, again not involving the reseller.

Above steps ensure that the purchased drugs are indeed supplied by the
correct manufacturer. If international procurement is done by the Fund
Manager on behalf of an implementing partner, the requirements will be
processed by the Fund Management Office.

For some specific medical commodities local procurement is approved
without the need to contact the Fund Manager. These items can be identified
in the Standard Drugs Order List by a tick mark in the local procurement
column.

Step 3: Check whether a relevant LTA exists

This step only applies when the Fund Manager is undertaking the
procurement process on behalf of an implementing partner. A Long Term
Agreement (LTA) is an agreement entered into with one or more suppliers to
provide goods or services at a given price over a predefined period of time.
LTAs fasten the procurement process because they skip the Invitations for
Bidding, even if the total amount is higher then US$ 30,000.

UNOPS - Guideline LTAs
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