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Report to BSO Board on Management of Contracts Audit 

1. Purpose of the Report 

This report provides an update to the Board on the issues raised in the “Management of 
Contracts” audit, which provided a Limited assurance and was reported to the GAC at 
its last meeting on 17th April 2012 and discussed at the subsequent Board meeting on 
26th April 2012.  The report also covers the work undertaken since the last Board 
meeting with the external auditors in support of their work for 11/12. 

2. Relevant background  

2.1   Guidance on the handling of Single Tender Actions (STAs) 
 
The DHSSPS Mini-code has been the extant requirement placed on HSC bodies 
covering the requirement for competition on purchases by HSC ALBs on the handling of 
below EU threshold1 procurements.  The mini-code does not give any direction on the 
handling of award of contracts without competition.   
 
Flowing from these requirements, all HSC ALBs have a well established process which 
is set out in their SFIs to set aside the mini-code where competition is available, but a 
supplier is stipulated by an officer, and a justification provided.  These have historically 
been referred to as Single Tender Actions, but have only dealt with stipulated suppliers.   
 
New guidance2 for the handling of STAs was developed in 2011/12, and issued by 
DHSSPS with effect from 1st February 2012.  This broadened the types of purchases   
that would be considered as STAs, to include contracts where there is a single 
source/sole source for the product or service, or extensions of contracts beyond their 
expected life.   Now the definition of single tender action covers all three of these areas.  
 
Thus expenditure that was a sole source or contract extension was not required to be 
reported and was not considered to be an STA prior to the issuing of the new circular 
from DHSSSPS on 1stFebruary 2012. This was explained to BSO’s Internal Auditors 
and accepted prior to the issuing of the Management of Contracts Internal Audit report. 
All 4 contracts which were highlighted in the audit were either sole source or contract 
extensions. 
  

                                                           
1
 The EU threshold is c£174k 

2
 HSS (F) 5/2012 
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2.2  Legislative Position 
 
In December 2009 amendment regulations were introduced to the Public Contract 
Regulations 2006 that considered Direct Award contracts i.e. those contracts where no 
competition had been sought, to include contract extensions.  Prior to that amendment 
the regulations did not consider extension of contracts specifically. Customarily BSO 
PaLS have not published OJEU award notices where contract extensions are 
concerned. 
 
3. BSO Management of Contract Internal Audit  

The Board had asked for further detail on the 4 contracts which were highlighted in the 
Internal Audit report, and this is set out below: 

3.1 Disposable Paperware.   

This contract was tendered in April 2011 and no acceptable bids were received.  PaLS 
negotiated an extension of the existing contracts with the current providers (3 of whom 
had submitted bids in April 11).  This type of contract award is provided for under 
Regulation 14.1.a.(ii) of the Public Contracts Regulations 2006, and the contracts would 
be deemed to be compliant with the legislation, however BSO PaLS did not publish an 
award notice in OJEU for the contract extensions.  The annual expenditure on these 
contracts is approximately £1.7million, and the supply chain for these consumables is 
through the BSO warehouse. 

Work was undertaken by PaLS staff to debrief failed bidders to generate interest and 
compliant bids from the marketplace and the tender was re-advertised in February 
2012.  Award is anticipated in August 2012.  

 
3.2 Supply and Delivery of General Groceries and Confectionery:   
 
Due to the lapsing of national contracts previously available to HSC, PaLS took on new 
work in this area of contracts, and restructured the previous arrangements into separate 
contracts which will be taken forward as NI-only contracts.  In the intervening period the 
previous contracts were extended.  One of these is over EU threshold, however BSO 
PaLS did not publish an award notice for the extension. The bulk of expenditure on 
these consumables is through the BSO warehouse and the expenditure in 11/12 totalled 
£524k for HSC.  It is expected that new contracts for all the items will be in place by 
September 2012. Of the 3 tenders one has now been awarded and the remainder are 
well advanced.  
 

3.3 Ethicon Endosurgery and Ethicon Mesh Products:  

This is a branded product which PaLS had brought into the warehouse as a stock item 
as it can only be procured from a single supplier. This product range is therefore a “sole 
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source” (not a contract extension).  A price is negotiated annually, and the items are 
procured against HSC standard terms and conditions. It is stocked alongside the main 
competitor brand of product in order to generate competition and VFM at a local level 
within Trusts. Aggregation of individual Trust requirements through offering these items 
through a warehouse stock channel has enabled HSC to secure competitive pricing on 
these items. Expenditure on these consumables is through the Warehouse, and totalled 
£3,3m in 2011/12.   

Work to tender these items as a “framework” is underway, and requires clinical input 
from Trusts.  Given that these items are branded products, the tender exercise is 
unlikely to change any pattern of use or pricing within HSC, but will bring the 
expenditure into a framework which will enable BSO or Trusts to undertake mini-
competitions off it or utilise the framework directly.   

3.4  De La Rue Smurfit (Prescription Pads) 
 
This was a temporary extension put in place in August 2011 with an estimated potential 
value of £200k to bridge between conclusion of an old contract and commencement of 
the next. There was a short delay in the implementation of the new contract and the 
extension was put in place as a contingency to ensure continuity of supply.  However, in 
the event, the extension was not used and no orders were placed against it.  

 
4.  Overview of Contract Position 

The external auditor has undertaken further work to extrapolate the initial audit work 
conducted by Internal Audit and review the incidence of contract extensions and assess 
the materiality of these for the perspective of BSO and its HSC customers.  Information 
has therefore been provided to the external auditor on all contract extensions 
undertaken by BSO PaLS in 11/12.   

The contract extensions which have been reviewed in detail are in 3 main sourcing 
categories: 

1. Pharmaceutical Sourcing (Boucher Team) 
2. Medical and surgical (Acute) sourcing (RVH Team) 
3. Hotel Services, Services and Utilities Sourcing (Boucher Team)  
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Pharmaceutical:  

Extensions in this area relate to tenders which were significantly restructured as a result 
of the CSR 2007 Pharmaceutical Clinical Effectiveness savings programme.  Contract 
extensions were used to assure continuity of supply and stabilised pricing with current 
suppliers during the period of restructuring and re-tendering.   

Medical & Surgical Products:  

Extensions in this area have been caused by a range of issues, including challenges to 
contract awards, difficulties with securing specifications from Trusts, delay in 
assembling adjudication panels, conflict with high priority work, and revised contracting 
strategies for some product groups which required continuity of supply to be secured for 
a period, in order to bring new arrangements to conclusion.   

Hotel Services, Services, and Utilities:  

Extensions in this area have been caused by a range of issues including difficulties in 
securing specifications from Trusts for food items which were affected by new 
standards, significant additional workload for the team on utilities contracts and agency 
contracts (locums) and resourcing difficulties during and after the RPA2 period.   

The other 5 sourcing teams3 had few contract extensions, all of these were below EU 
level.  

The contracts extended which were over EU have been focussed on specifically by the 
external auditors, and actual expenditure information on these tenders have been 
provided where this is available from PaLS systems.  In addition, detailed explanations 
have been provided for the tenders and contracts which were extended.   

The external auditors have paid particular attention to the contract extensions affecting 
the BSO PaLS trading account, and further information has been provided on these 
specific contract extensions. 

There are a small number of contracts which the external auditor has highlighted, some 
of which relate to consumables flowing through the BSO PaLS warehouse, and some of 
which are used directly by HSC customers, which have come under particular review.   

The Board will be updated on the full position in relation to the discussions on these 
contracts at the Board meeting. 

  

                                                           
3
For information: 5 Sourcing Teams are - Labs (Gransha Team); Office Services (Armagh Team); Estates, Transport 

& maintenance (Antrim Team); Med and surgical (community) (Ards Team); Capital Procurements (Antrim Team) 
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5. Next Steps 

An action plan is in place for each of the 3 sourcing teams and for each contract 
affected by extensions.  STAs will be brought forward using the new procedures during 
12/13 where this is necessary to bridge to contract awards already planned for this year. 

Particular focus will be brought to bear on contracts utilised by BSO PaLS warehouse, 
and steps have been taken to review and revise the sourcing arrangements for some 
products.  The actions planned will be advised to Trusts at the Regional Procurement 
Board which is upcoming in June 2012. 

BSO SMT will review progress against the actions planned on a monthly basis during 
12/13, as well as the normal monitoring arrangement against the internal audit which 
takes place through the year. 

 

TERESA MOLLOY 

DIRECTOR OF OPERATIONS 

24th May 2012 

 


