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AUDIT OBJECTIVE 
 
Our audit objective was to determine whether 
the Department of Correctional Services 
(DOCS) has taken all available steps to 
procure pharmaceuticals at the lowest 
possible cost to the State. 
 

AUDIT RESULTS - SUMMARY 
 
We found that the DOCS Central Pharmacy 
complies with State and DOCS guidelines 
regarding procurement, and makes reasonable 
efforts to obtain the lowest price for the 
pharmaceuticals it stocks and for inmate 
prescriptions that are filled by pharmacy 
vendors. However, DOCS and the Central 
Pharmacy can take additional steps to further 
reduce pharmaceutical costs. In particular, the 
Central Pharmacy needs to oversee the 
purchasing practices at the individual 
correctional facilities to identify practices that 
unnecessarily increase pharmaceutical costs. 
 
Central Pharmacy negotiates and awards 
contracts for the bulk purchase of 
pharmaceuticals required by DOCS’ inmate 
population. The Central Pharmacy uses 
competitive bidding and other sound practices 
for the purchase of pharmaceuticals, which 
are made available to DOCS’ correctional 
facilities. However, some correctional 
facilities do not have access to a DOCS 
pharmacy, and therefore must obtain all 
prescriptions from a contractor.  
 
To ensure the lowest cost for pharmaceuticals, 
DOCS and the Central Pharmacy need to take 
additional steps to address the following 
issues: 
 

• Neither DOCS nor the Central 
Pharmacy has performed either risk 
assessments over the pharmaceutical 
procurement process or other analyses 
or comparisons to demonstrate that 

pharmaceuticals are purchased at the 
best possible price. 

 

• There is little oversight of purchases 
made by individual correctional 
facilities through outside contractors 
to determine if these purchases result 
in increased pharmaceutical costs.  In 
some cases, we found facilities 
overpaid for pharmaceuticals because 
items were on contract at lower cost. 

 

• Central Pharmacy does not have an 
acceptable system for determining 
how much of an item to keep on hand, 
or when to re-order. We were advised 
the Central Pharmacy experiences 
occasional stock outages. 

 
• DOCS has an authorized list of 

commonly-used drugs (formulary) that 
Central Pharmacy stocks. However, 
correctional facilities may purchase 
non-formulary drugs from outside 
vendors, with proper approval. 
Permitting the Central Pharmacy to 
procure high-demand non-formulary 
drugs may yield some savings. 

 

• One correctional facility frequently 
bought items from an outside vendor, 
even when such items were available 
at the Central Pharmacy.  

 

• Another correctional facility 
independently decided to dispense 
prescriptions using unit doses 
(separately-packaged individual 
doses), rather than dispensing 
prescriptions from bulk wholesale 
packaging. This generally increases 
costs, as unit dose items must be 
procured by the facility from a 
contractor. 

 
Our report contains ten recommendations to 
improve the procurement of pharmaceuticals. 
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DOCS officials agreed with most of our 
recommendations, and stated they are 
implementing an automated inventory system 
that will improve their operations. We were 
also advised that a Deputy Superintendent for 
Administration has been assigned to Central 
Pharmacy to address administrative and 
oversight issues. 
 
This report, dated December 28, 2007, is 
available on our website at: 
http://www.osc.state.ny.us.  Add or update 
your mailing list address by contacting us at: 
(518) 474-3271 or 
Office of the State Comptroller 
Division of State Government Accountability 
110 State Street, 11th Floor 
Albany, NY 12236 
 

BACKGROUND 
 
The New York State Department of 
Correctional Services (DOCS) has 70 
facilities that house about 63,000 inmates; 69 
are State correctional facilities and 1 is a drug 
treatment center. Twenty-five of the 
correctional facilities have pharmacies to fill 
inmate medical prescriptions; 10 of these 25 
are considered regional pharmacies that also 
fill medical prescriptions for inmates at an 
additional 20 nearby facilities that have no 
pharmacy. The remaining 25 correctional 
facilities have their prescriptions filled by 
vendors (although 3 of these facilities have 
their prescriptions for controlled substances 
filled by regional pharmacies).  
 
DOCS has a Pharmacy and Therapeutics 
Committee (P&T Committee), which 
determines DOCS’ official formulary of drugs 
(i.e., a listing of drugs that are preferred for 
specific situations and are stocked by DOCS 
pharmacies). The formulary contains both 
brand-name drugs (generally, those drugs 
under patent protection for which there is no 
certified generic drug) and generic drugs 

(generally, those drugs where patent 
protection for the original manufacturer has 
expired).  
 
State law requires the presence and 
supervision of a licensed pharmacist at any 
facility (including pharmacies operated by 
DOCS) where prescription drugs are stored 
and dispensed.  DOCS operates a centralized, 
licensed wholesale pharmacy warehouse, 
known as the Central Pharmacy, located at the 
Oneida Correctional Facility near Rome, New 
York.  It is headed by a Pharmacy Director 
with a staff of 21. Central Pharmacy 
negotiates and awards contracts for the bulk 
purchase of pharmaceuticals. It also provides 
drugs purchased in bulk to pharmacies at 
correctional facilities that fill inmate medical 
prescriptions, and provides over-the-counter 
items and medical supplies to all correctional 
facilities on request.  
 
DOCS awarded two contracts for filling and 
delivering prescriptions to correctional 
facilities that do not have access to the 
various DOCS pharmacies.  During our audit 
period (April 1, 2004, through November 30, 
2006), the contracts were held by Vendor A 
for correctional facilities in New York City, 
except Staten Island, and Vendor B for the 
balance of the State. In addition, drugs that 
are not on the approved DOCS formulary are 
provided by an outside pharmacy contractor 
(Vendor C) under an Office of General 
Services contract. Vendor C only supplies 
drugs to Central Pharmacy and to facilities 
that have their own pharmacy. For fiscal year 
2007-08, DOCS received approval to 
construct and operate a central dispensing 
pharmacy near the Central Pharmacy to 
reduce DOCS’ reliance on vendor 
pharmacies.  
 
The State participates in the Minnesota Multi-
state Contracting Alliance for Pharmacy 
(MMCAP), which is administered by the 
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State of Minnesota. MMCAP administers 
contracts for pharmaceuticals for state 
agencies and other political subdivisions in 
participating states. Participants include 
correctional facilities, regional psychiatric 
treatment facilities, student health services, 
public health services, veterans’ nursing 
homes, public hospitals, and community 
health clinic pharmacies.  
 
Central Pharmacy negotiates single source 
and wholesale/distributor contracts to supply 
its pharmaceuticals. MMCAP pricing is used 
as a base to determine reasonableness if the 
product is available on that contract. The 
State’s contract with Vendor C provides 
payment at bid prices or MMCAP, whichever 
is lower.  
 
According to the State’s Central Accounting 
System, pharmaceutical costs for DOCS 
totaled about $77.7 million in the State fiscal 
year ended March 31, 2005, and about $69.6 
in State fiscal year ended March 31, 2006. Of 
these amounts, Central Pharmacy 
procurements accounted for about $53.6 
million in 2004-05, and about $48.1 million in 
2005-06.  Correctional facilities purchase 
most of their pharmaceuticals through one of 
the three statewide contracts.  The State’s 
Central Accounting System shows that, 
during the period April 1, 2004, through 
March 31, 2006, DOCS paid Vendor A $2.3 
million, Vendor B $32.2 million, and Vendor 
C $10.8 million.  They also purchase items 
such as infusion equipment from other 
vendors.  Generally, individual prescriptions 
filled by the outside contractors are more 
costly than drugs provided by DOCS Central 
Pharmacy because vendor-supplied drugs are 
not purchased in large wholesale quantities, 
and include other processing costs.  
 

AUDIT FINDINGS AND 
RECOMMENDATIONS 

 
Central Pharmacy 

 
We found that the Central Pharmacy uses 
competitive bidding and other means to help 
obtain pharmaceuticals in an economical 
manner. However, we found that the Central 
Pharmacy should take additional steps to 
reduce pharmaceutical costs. These include 
better oversight of purchases made by 
correctional facilities, a risk assessment of 
current purchasing practices, better response 
to problems and incidents that threaten 
inventory stocks, and better monitoring of 
inventory stock levels and purchases of non-
formulary drugs. 
 

Contracting and Procurement 
 
Sound contracting and procurement practices 
are important to enable DOCS to purchase 
drugs at the lowest possible cost to the State. 
We found that the Central Pharmacy complies 
with State and DOCS guidelines regarding 
procurement, and makes reasonable efforts to 
obtain the lowest prices for the drugs it 
stocks. 
 
Eighteen of the 29 wholesale contracts 
awarded by DOCS through its Central 
Pharmacy (and in effect during our audit 
scope) were single source for the purchase of 
brand-name drugs. In these instances, DOCS 
prefers to purchase directly from the 
manufacturer. When Central Pharmacy needs 
to purchase a brand-name drug for which it 
has a single source contract, it compares the 
price in the single source contract with prices 
available from its other contracts with 
wholesalers/distributors and selects the 
vendor with the lowest price.  
 
The other 11 wholesale contracts were 
competitively awarded, and DOCS buys its 
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generic drugs, over-the-counter items, and 
medical supplies from these contracts. Central 
Pharmacy solicited bids from between 7 and 
16 vendors and received between 2 and 6 bids 
for each of the 11 contracts (an average of 
about 4 bids per contract). Central Pharmacy 
asks the contracted vendors for current prices 
and availability, and buys the items from the 
vendor with the lowest current price. In 
addition, Central Pharmacy competitively bid 
the sizable Vendor A and Vendor B 
prescription distribution contracts. It solicited 
bids from 16 vendors for both of these 
contracts and received 6 and 4 bids, 
respectively.  
 
We contacted officials from correctional 
systems in 11 other states to compare prices 
for specific pharmaceuticals. Four states – 
California, Pennsylvania, South Carolina, and 
Virginia – responded.  When we compared 
the prices obtained by Central Pharmacy with 
those obtained by these other states, we found 
that DOCS generally received better drug 
prices, although some drug prices were lower 
in Virginia. DOCS also received prices that 
were comparable to the New York State 
Office of Mental Health.  
 

Oversight and Risk Assessment 
 
Good internal controls require DOCS and the 
Central Pharmacy to monitor the purchasing 
practices of individual correctional facilities 
to ensure compliance with DOCS’ policies 
and procedures, as well as to determine 
whether these facilities are obtaining the 
lowest possible prices. However, we 
concluded there is little oversight of 
purchases made by correctional facilities.  
 
For example, when purchasing from an 
outside vendor, correctional facilities are 
responsible for reviewing and adjusting 
vendor invoices to ensure the prices charged 
are correct.  As detailed later in our report, 

correctional facilities sometimes paid more 
than necessary because they did not check 
whether they received the correct contract 
price.  Although Central Pharmacy checks a 
sample of these facility payments each month, 
additional oversight is needed.  In addition, 
correctional facilities did not fully utilize the 
Central Pharmacy to meet their 
pharmaceutical needs.  However, Central 
Pharmacy does not keep records of 
correctional facilities ordering from 
contractors instead of requisitioning them in-
house.  Therefore, Central Pharmacy does not 
analyze correctional facility purchases to 
determine if inmate prescriptions are filled in 
the most economical manner.  In this regard, 
we noted that many of the non-formulary 
drugs bought by all correctional facilities 
were similar and were purchased for extended 
time periods, and that Vendor B often charged 
different prices to the different correctional 
facilities that purchased non-formulary drugs.  
(We did note that Central Pharmacy exercises 
a degree of oversight for the Queensboro 
Correctional Facility, because it is responsible 
for the payment of all pharmaceutical 
purchases made by this facility.)  
 
Assessing and managing risk is a major 
component of internal control. According to 
the Standards of Internal Control in New 
York State Government, risk should be 
assessed and managed through an 
organization-wide effort to identify, evaluate, 
and monitor those events that threaten the 
accomplishment of the organization’s 
mission.  This would include the goal of 
procuring necessary pharmaceuticals at the 
lowest possible price and identifying 
improvement opportunities.  However, we 
found that neither DOCS nor Central 
Pharmacy has performed either risk 
assessments over the pharmaceutical 
procurement process or other analyses or 
comparisons to demonstrate that DOCS 
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purchases pharmaceuticals at the best possible 
price.  
 

Response to Equipment Failure 
 
Central Pharmacy has a walk-in cooler for the 
storage of certain pharmaceuticals. DOCS 
issued directives setting forth the required 
response to incidents involving cooler 
malfunctions.  According to the directives, 
correction officers at the Oneida facility 
(where the Central Pharmacy is located) are 
required to respond to alarms from the Central 
Pharmacy and take appropriate action. 
Although DOCS had a response plan in the 
event of a cooler malfunction, the plan was 
not carried out effectively.  
 
On February 21, 2006, the Central Pharmacy 
cooler malfunctioned, dropping the 
temperature below acceptable storage 
temperatures for drugs and rendering 
unusable approximately $1.3 million in drugs. 
Central Pharmacy was closed at the time of 
the malfunction. DOCS’ Inspector General 
investigated the incident and issued a report, 
indicating that an alarm was faulty and the 
crisis response was flawed, involving 
miscommunications. On July 6, 2006, the 
same cooler experienced a second problem, 
again while the Central Pharmacy was closed. 
This time, the temperature exceeded proper 
storage limits, rendering unusable an 
additional $526,000 in drugs.  
 
Subsequent to the second incident, the 
Department purchased two smaller coolers for 
storing fragile drugs while they determined 
how to fix the larger one that malfunctioned. 
One of these smaller coolers malfunctioned in 
August 2006 and again in September 2006, 
but the malfunctions did not affect the drugs.  
 
The primary effect of these incidents is that 
$1.8 million of drugs bought by Central 
Pharmacy cannot be used.  Moreover, Central 

Pharmacy cut back on the stock of drugs that 
require refrigeration and, by September 2006, 
stopped purchasing any drugs that needed 
refrigeration. This could result in increased 
pharmaceutical costs since the correctional 
facilities will have to order such drugs 
directly from outside contractors to fill inmate 
prescriptions. 
 
These incidents demonstrate that Central 
Pharmacy must develop an effective response 
plan.  The plan should include adequate 
training for response staff, drills, and 
automated incident notification to Central 
Pharmacy management; and holding staff 
accountable for compliance. 

 
Central Pharmacy Inventory Practices 

 
Central Pharmacy should maintain adequate 
levels of pharmaceuticals to meet the 
expected needs of the correctional facilities.  
During our tour of the Central Pharmacy, 
officials told us that they do not have formal 
minimum re-order points or standard re-order 
quantities, but instead informally rely on 
experience to order items when stock is low. 
However, this practice is not adequate; and 
we were advised the Central Pharmacy 
experiences occasional stock outages.  In 
addition, when we reviewed Central 
Pharmacy’s computerized inventory records, 
we noted that some records had negative 
balances for certain stock items, an indication 
that inventories are not being recorded and 
monitored properly.  
 
Correctional facilities order items from the 
Central Pharmacy twice monthly, on a 
specific schedule.  If an item is not available 
from the Central Pharmacy, the correctional 
facilities can either wait until their next order 
cycle or order from Vendor C.  Failure to 
maintain adequate inventories can disrupt the 
central supply system that DOCS has adopted, 
as well as result in increased costs when 
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pharmaceuticals must be purchased through 
other means.  Central Pharmacy officials 
indicated they are in the process of instituting 
a new computer system that will monitor 
inventory quantities.  However, this system 
was not fully operational at the time of our 
audit.  
 

Non-Formulary Pharmaceuticals 
 
A drug formulary system identifies drugs that 
are the most medically-appropriate and cost-
effective to best serve the health interests of a 
given patient population.  A drug formulary 
should be continually updated based on the 
clinical judgment of physicians, pharmacists, 
and other experts to best serve the patient 
population.  
 
The DOCS formulary is a list of approved 
pharmaceuticals that the Central Pharmacy 
may stock for use by the correctional 
facilities.  The P&T Committee of DOCS is 
responsible for reviewing and approving any 
additions or deletions to the formulary. 
Correctional facilities may purchase non-
formulary drugs only if the purchases are 
approved properly.  The P&T Committee 
should monitor the extent that correctional 
facilities buy non-formulary drugs, and 
determine whether it is medically-appropriate 
and cost-beneficial to include additional 
pharmaceuticals on the formulary.  The P&T 
Committee should meet as frequently as 
necessary to adequately review and update the 
formulary. 
 
We determined that $2.5 million of the total 
$32.7 million (7.5 percent) in pharmaceuticals 
purchased from Vendor B for the period April 
1, 2004, through March 31, 2006, were non-
formulary drugs.  Non-formulary 
pharmaceuticals are usually purchased in 
small, individual prescription quantities; as a 
result, DOCS pays a higher cost than if they 
are purchased in bulk by the Central 

Pharmacy.  As of our audit in October 2006, 
the most recent meeting of the P&T 
Committee had been held in May 2005.  The 
P&T Committee needs to meet on a more 
regular basis to monitor overall demand for 
different drugs and adjust the formulary as 
necessary in a timelier manner. 
 
In addition, DOCS may be able to save 
money if it authorized the Central Pharmacy 
to buy high-demand non-formulary drugs. 
The Central Pharmacy should monitor overall 
demand for such drugs. 

 
Recommendations 

 
1. Monitor correctional facilities to ensure 

they follow appropriate procedures and 
are purchasing pharmaceuticals at the 
lowest possible price. 

 
 (In response to our draft audit report, 

DOCS officials agreed with this 
recommendation and developed a plan 
to help correctional facilities purchase 
pharmaceuticals at the lowest price.  In 
addition, since the audit, CP has gained 
access to view facility purchases on-
line.  They also indicated that CP has 
requested new staff in the budget to 
implement the plan of action and 
improve the monitoring process.) 

 
2. Perform risk assessments and other 

analyses to determine whether DOCS 
can obtain better prices for drugs, over-
the-counter items, and medical supplies. 

 
 (DOCS officials replied to our draft 

report that they do risk assessments for 
pharmaceutical purchases by comparing 
CP pricing with the MMCAP and pay 
the lower price.  They mention other 
pricing- related activities done by CP to 
purchase items at the lowest price.)  
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 Auditor’s Comment:  We acknowledge 
that CP does the pricing comparisons 
mentioned in their response.  However, 
a risk assessment of the procurement of 
pharmaceuticals entails more than just 
price comparisons.  A risk assessment 
identifies at every level within an 
organization the internal and external 
factors that could prevent the 
accomplishment of the established 
objectives. Management would also 
seek to prevent the risks but, if they 
cannot, then management needs to 
determine how they will handle the 
risks.  Thus, the risk assessment is more 
than just pricing the purchases made by 
CP.   A risk assessment would include 
the correctional facilities as well.   
Accordingly, the risk assessment needs 
to be expanded, and the results should 
be documented.   

 
3. Develop an effective plan for 

responding to problems or incidents 
involving the Central Pharmacy. The 
plan should include adequate training of 
response staff, drills, automated 
incidents notification to Central 
Pharmacy management, and holding 
staff accountable for compliance. 

 
 (DOCS officials replied to our draft 

audit report that mechanical 
redundancies involving the cooler and 
its alarm have been put into place to 
address and prevent any future failures.) 

 
4. Establish minimum inventory levels for 

the Central Pharmacy, whether or not an 
automated system is used, to reduce the 
possibility of stock outages.  Follow up 
on negative balances for stock items in 
computerized inventory records 

 
 (DOCS officials replied to our draft 

report that minimum stock levels are set 

up in the KALOS system.  However, 
until the computerized system is 
functional, they will develop manual 
tools to monitor inventory levels and 
continue to work with the software 
vendor to create a usable reorder report.) 

 
5. Require the P&T Committee to meet 

more frequently and to update the 
formulary as appropriate. 

 
 (DOCS officials replied to our draft 

report they have been able to hire 
additional pharmacists and, as a result, 
the P& T Committee will meet twice a 
year. They also explained that the 
formulary can be updated by the P & T 
Committee and by Executive Review 
for all urgent concerns.) 

 
6. Monitor overall demand of non-

formulary drugs and, where appropriate, 
amend policy to include high-demand 
non-formulary drugs at Central 
Pharmacy. 

 
 (Replying to our draft audit report, 

DOCS officials agreed with the 
recommendation; nonformulary requests 
are currently monitored monthly by a 
pharmacist.  This information is used 
when advising the P&T Committee on 
future actions.)  

 
Correctional Facilities 

 
We visited six correctional facilities to review 
pharmaceutical purchasing: Sing Sing, 
Wallkill, Edgecombe, Bayview, Five Points, 
and Wende.  We found that correctional 
facilities are not always making purchases at 
the lowest possible price. 
 
During our review of four correctional 
facilities, we found the facilities had overpaid 
vendors for some drugs.  DOCS could not 
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show that the overpayment was subsequently 
corrected.  One correctional facility made 
purchases from an outside vendor on many 
occasions, even though the inventory records 
at Central Pharmacy showed the items were in 
stock and available at a lower price.  We also 
determined that one correctional facility was 
not following DOCS’ standard practice for 
the dispensing of drugs.  In some cases, this 
resulted in increased costs.  
 

Correctional Facility Purchases 
 
Adequate controls should be in place to 
ensure that correctional facilities pay the 
correct prices for pharmaceuticals purchased 
from vendors.  We found that correctional 
facilities routinely pay vouchers for 
pharmaceuticals without attesting to the 
validity of the pricing.  DOCS does not have a 
system to ensure that contractors adhere to 
their pricing structures when billing the 
correctional facilities, and Central Pharmacy 
does not adequately oversee this process.  
 
Billings from contractors are frequently 
incorrect, as prices change often and 
contractors may apply the wrong pricing.  
Facilities are under pressure to pay promptly 
and cannot get the up-to-date pricing 
information they need to verify prices in a 
timely manner.  Corrections to billings may 
be made later, after payment has been made, 
or not at all.  
 
We compared the prices paid by four 
downstate correctional facilities with the 
pricing structures stipulated in the contracts 
used by those facilities.  Three contractors 
(Vendors A, B, and C, which have different 
pricing structures) were the suppliers for our 
sample of selected drugs.  
 
For each correctional facility (Sing Sing, 
Wallkill, Edgecombe, and Bayview), we 
randomly selected ten vouchers paid for 

pharmaceuticals during the period April 1, 
2004, through March 31, 2006. We then 
selected 18 different drugs from 9 of the 
vouchers to determine whether the facilities 
paid the correct amount for the drugs: 11 were 
brand-name drugs and 7 were generic drugs. 
We found that the 4 correctional facilities had 
paid too much for 11 of 18 drugs in our 
sample. The total overpayment for these items 
was $167.44 (see table below). If similar 
overpayments occur at other correctional 
facilities, the overpayments could be 
considerable. 
 

 
 
Central Pharmacy distributes monthly price 
updates to the correctional facilities to help 
them validate the accuracy of drug bills and to 
adjust for overpayments. Central Pharmacy 
officials told us that correctional facilities 
should reconcile their drug bills the month 
after they are initially paid. However, we 
found that Sing Sing did not adjust 
subsequent vendor invoices for the 
overpayment we identified.  Furthermore, it 
appeared that Bayview did not check the 
accuracy of billed drug prices before or after 
paying contractors.  

 
Claims of Out of Stock 

 
In reviewing invoices paid by Sing Sing 
Correctional Facility, we found that the 
pharmacy had ordered drugs from Vendor C 

 

Facility Sample Contract 

Not in 
Compliance

with 
Contract 
Terms 

Overpayment

Sing Sing 5 Vendor C 1 $  68.97 
Wallkill 4 Vendor B 2 $    4.50 
Edgecombe 4 Vendor A 3 $  42.27 
Bayview 5 Vendor A 5 $  51.70 
Total 18  11 $167.44 
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with the justification that Central Pharmacy 
was “Out of Stock.”  We further reviewed this 
matter by obtaining a computer download 
from Vendor C of the purchases made by 
correctional facilities during our audit period. 
We compared the purchases made by Sing 
Sing Correctional Facility to the items listed 
as “Stocked” by Central Pharmacy’s 
inventory records.  We found 54 of the 385 
purchases we reviewed were for 4 different 
drugs that, according to Central Pharmacy’s 
inventory records, were in stock at that time. 
We saw no evidence that the Sing Sing 
pharmacy had checked with Central 
Pharmacy before making the purchases.  For 
example, on 22 occasions, Sing Sing 
Correctional Facility bought a drug from 
Vendor C while this drug was available in 
Central Pharmacy stock, thereby paying a 
total of $643 more than necessary. Sing Sing 
Correctional Facility bought another drug 
from Vendor C on 17 occasions when it was 
available in Central Pharmacy stock, and paid 
$687 more than necessary. 
 
Correctional facilities can place orders with 
Central Pharmacy just once every two weeks. 
Therefore, it is important that correctional 
facilities accurately forecast their needs 
before placing their orders.  We could not 
determine why the pharmacist at Sing Sing 
Correctional Facility purchased these drugs 
from Vendor C instead of requisitioning them 
from Central Pharmacy.  We acknowledge 
that it is a correctional facility’s responsibility 
to obtain pharmaceuticals in a timely manner 
and, where necessary, to buy them from a 
contractor. However, every effort should be 
made to follow DOCS’s procedures. 
 
Controls at Sing Sing Correctional Facility 
were further weakened because the 
pharmacist does not maintain master 
inventory records, as required.  
 

Unit Dose Purchasing 
 
We noted that the Wende Correctional 
Facility, with its own pharmacy, has 
independently decided to dispense 
prescriptions using unit doses (separately- 
packaged individual doses), rather than 
dispensing prescriptions from bulk wholesale 
packaging.  This generally increases costs, as 
unit dose items must be procured by the 
facility from a contractor, and it is an 
exception from the DOCS standard practice to 
acquire drugs in bulk through Central 
Pharmacy. While unit dose purchasing and 
dispensing is used in many hospitals, Central 
Pharmacy has a unit dose contract, but most 
of its pharmaceuticals are purchased in bulk; 
therefore, it is not consistent with DOCS’ 
general practice, and we were not provided 
with any recent studies or any written 
documentation approving this practice.  
 
To determine if it is less costly for Central 
Pharmacy to purchase these items in bulk, we 
reviewed Wende’s 19 highest-cost unit dose 
drugs and its 19 lowest-cost unit dose drugs 
and compared them with Central Pharmacy’s 
cost for these drugs in bulk.  While ten of the 
higher-cost drugs were less expensive in unit 
dose form, nine were less expensive if bought 
in bulk (a potential savings of $5,882 for 
these nine items alone for the two fiscal years 
ended March 31, 2006).  Similarly we found 
that 16 of the 19 lower-cost drugs were less 
expensive through Central Pharmacy’s bulk 
purchases (a potential savings of an additional 
$3,208 for these 16 items alone for the 2 
fiscal years ended March 31, 2006).  Due to 
the limited number of items in our sample, we 
cannot be conclusive about whether there are 
potentially greater cost savings possible for 
other correctional facilities that purchase 
medication packaged in unit doses. 
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Recommendations 
 
7. Implement a system for ensuring that 

bills are accurate before they are paid. 
 
 (DOCS officials replied to our draft 

audit report that it purchased a software 
pricing program to monitor Vendor A 
invoices.  Vendor B invoices are 
monitored using a paper system that 
runs one month behind, but they are 
looking into changing this vendor.  They 
added that they will need additional staff 
to do this work.)  

 
8. Implement a system whereby facility 

purchases can be checked against 
available items at Central Pharmacy. 

 
 (DOCS replied to our draft report that it 

will provide facility pharmacy and 
business office staff written instructions 
on the standard procurement procedures, 
which include assuring that a purchase 
is necessary.) 

 
9. Ensure that all facilities comply with the 

requirement to maintain master 
inventory records. 

 
 (DOCS officials agreed with this 

recommendation and have taken action 
to implement it.)   

 
10. Evaluate the policy and cost 

implications of correctional facilities 
purchasing individually-packaged unit 
dose medications, and adjust DOCS 
policies if needed. 

 
 (DOCS officials replied to our report 

that they agree to investigate the issue of 
unit dose purchasing.) 

 

AUDIT SCOPE AND METHODOLOGY 
 
We conducted our performance audit in 
accordance with generally accepted 
government auditing standards.  We audited 
the DOCS Central Pharmacy operations for 
the period April 1, 2004, through November 
30, 2006.  To accomplish our objective, we 
interviewed DOCS officials, including 
officials and staff at DOCS Central Pharmacy. 
We reviewed DOCS pharmacy contracts to 
determine whether they had been awarded in 
compliance with State guidelines and whether 
there was evidence of sufficient competition 
among pharmaceutical suppliers.  We also 
reviewed how DOCS purchased 
pharmaceuticals to determine if they were 
obtaining the best possible price.  In addition, 
we reviewed overall prices DOCS paid for 
selected drugs with prices paid by the Office 
of Mental Health, another New York State 
agency as well as by correctional systems in 
other states.  In addition, we examined 
payment reports to determine whether DOCS 
paid the correct contracted prices for drugs.  
Finally, we visited six correctional facilities 
and reviewed how the staff obtained and paid 
for pharmaceuticals, and we reviewed a 
sample of pharmaceutical vouchers from four 
of these facilities. 
  
In addition to being the State Auditor, the 
Comptroller performs certain other 
constitutionally and statutorily mandated 
duties as the chief fiscal officer of New York 
State.  These include operating the State’s 
accounting system; preparing the State’s 
financial statements; and approving State 
contracts, refunds, and other payments.  In 
addition, the Comptroller appoints members 
to certain boards, commissions and public 
authorities, some of whom have minority 
voting rights.  These duties may be 
considered management functions for 
purposes of evaluating organizational 
independence under generally accepted 
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government auditing standards.  In our 
opinion, these functions do not affect our 
ability to conduct independent audits of 
program performance. 

 
AUTHORITY 

 
The audit was performed pursuant to the State 
Comptroller’s authority as set forth in Article 
V, Section 1, of the State Constitution; and 
Article II, Section 8, of the State Finance 
Law. 
 

REPORTING REQUIREMENTS 
 
We provided a draft copy of this report to the 
Department of Correctional Services officials 
for their review and comment. Their 
comments were considered in preparing this  

final audit report, and are included as 
Appendix A. 
 
Within 90 days of the final release of this 
report, as required by Section 170 of the 
Executive Law, the Commissioner of the 
Department of Correctional Services shall 
report to the Governor, the State Comptroller, 
and the leaders of the Legislature and fiscal 
committees, advising what steps were taken to 
implement the recommendations contained 
herein, and where recommendations were not 
implemented, the reasons therefor. 
 

CONTRIBUTORS TO THE REPORT 
 
Major contributors to this report include 
Carmen Maldonado, Robert Mehrhoff, Roger 
C. Mazula, Marianne Boyer, Richard 
Moriarty, Rebecca Tuczynski, Dino Jean-
Pierre, and Paul Bachman. 
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APPENDIX A - AUDITEE RESPONSE 
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