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Update on Management of Contracts Issues 

 

Introduction 

Members will recall that at the last meeting of the Board held on the 21 June 2012 the Director of 

Finance updated them on the issues raised in the Management of Contracts Internal Audit report. 

That report had provided a Limited Assurance and lead to a qualified regularity opinion in respect of 

the BSO’s 2011/12 accounts. The view of the Comptroller and Auditor General was that the use of 

roll forward contracts and negotiated pricing agreements and the failure to publish such action in 

the EU Journal is a potential breach of regulations. A copy of his draft statement is attached. 

Members where informed that a five point action plan had been put in place by the senior 

management team (SMT)  Members asked that they be kept appraised of the position regarding the 

action plan. This paper provides an update on the action plan and information on subsequent 

developments since the June Board meeting. 

Current Position 

The audit reports dealt with contracts with a value above the EU tender threshold (£173,954). SMT 

asked PaLS to conduct an urgent review of all contract activity carried out and for information on the 

number of contracts that were non-compliant, that is had been extended beyond their end date. The 

following has emerged; 

Over EU threshold    40 

Between £30k and EU threshold  167 

Between £5k and £30k   41 

Total     248 

OF the 248 contracts above 24 are sole supplier arrangements and are assumed at the time of 

writing this report to be compliant. This leaves a total of 224 non-compliant contracts. These have an 

estimated value of £28m. To have approximately 15% of all contracts non-compliant is completely 

unacceptable and much more serious that had first been recognised. Since these figures have 

emerged the SMT have with the agreement of the Chairman taken additional action to that agreed 

at the June Board Meeting. 

Update on Action Plan 

There have been 2 meetings between the Chief Executive and the Permanent Secretary during week 

commencing Monday 2 July. A further meeting will take place on Monday afternoon 9 July when the 

Chairman will attend. The Department have written to the Chief Executive about the matter. A copy 

is attached. The Permanent Secretary has expressed the Departments concern and disappointment 

about the BSOs management of contracts. He has sought a number of assurances that need to be 

with the Department by 16 July. 



The action plan set out by SMT has been implemented.  At the core of this is a weekly report to SMT 

attended by the Head of Procurement. The first report in the format required by SMT was received 

on Wednesday 4 July. This confirmed that considerable progress had been made in establishing a 

Recovery Team that will oversee the drive for compliance. It is headed by Linda O’Hare a senior 

procurement specialist from PaLS. Additional staff have been recruited on a temporary basis and all 

efforts are being to ensure that backfill is provided where we take out existing staff to join the 

Recovery Team. This is proving challenging. Steps have been taken to address areas of weakness in 

the procurement process. It will take some time before the Recovery Team is fully staffed and 

appropriate backfill is in place. 

A template has been devised to identify all non-compliant contracts and will enable the SMT to 

monitor progress to compliance. Steps have also been taken to identify irregular spend and to 

monitor the potential impact this might have on customer's accounts in 12/13.  

Given the scale of noncompliance SMT have decided to extend the remit of the internal investigate.  

Previously it was to focus on providing assurance on the recovery plan. We have now extended that 

remit. A team from Internal Audit will commence work on the week commencing 9 July. Rather than 

take a sample of work they will go through all of PaLS activity and report regularly to SMT. Additional 

resources have been identified to provide the extra capacity that this work will require. There will 

need to be agreement between the BSO Audit Committee and SMT on the precise terms of 

reference. 

PaLS are examining how the proper use of Single Tender Actions (STAs) to make a number of 

contracts compliant until competitive tendering processes have been applied. They will ensure that 

the requirement to publish a contract notice in the EU journal will be applied 

The Chief Executive had written to the Department seeking assistance in identifying people who 

could be appointed to carry out an independent review of PaLS and report to the BSO Board. The 

Department has indicated informally that they may proceed with this review but that they would 

sponsor it rather than BSO. 

Areas of Risk 

1 The recovery plan is very challenging and we have further work to do before we can forecast when 

all contracts will be regularised. Priority will be given to high value contracts to reduce the risk of the 

noncompliance impacting on the accounts of our customers.  

2 There is the damage to the reputation of BSO to consider and we will have to have a strategy 

agreed with the Department on how we respond to media coverage.  

3 Staffing up the Recovery Team is in itself challenging but it may also leave existing operational 

areas exposed. There is a shortage of experienced and suitably qualified procurement staff. WE are 

taking steps to search the external market but there does not at this stage appear to be a reservoir 

of available people outside the HSC. 

4Moral of staff in PaLS is very low and we are depending on a small number of senior staff to provide 

leadership for the recovery process. 



5 If we cannot backfill posts adequately there is a danger that other contracts become non-

compliant. 

Conclusion 

BSO faces a serious problem of noncompliance in the management of its procurement contracts. 

Measures have been taken to address the problems but at this stage we cannot be sure that we 

know the full extent of non-compliance or that those measures will be sufficent. Members of the 

BSO Board are asked to consider this paper and agree the actions that have been set out above. The 

Chairman has asked for a root cause analysis of the problems. The Chief Executive will address this 

matter at the Board. 

 

 

 

 


