
Briefing to BSO Board - Update on Management of Contracts Audit  

 

Introduction 

Members will recall that at the last meeting of the Board held on the 9 July 2012 the 

Chief Executive updated them on the issues raised in the Management of Contracts 

Internal Audit report. That report had provided a Limited Assurance and ultimately 

lead to the external auditors giving a qualified opinion on regularity in respect of the 

BSO’s 2011/12 accounts. Members were informed that a recovery plan had been put 

in place by the senior management team (SMT) Members asked that they be kept 

appraised of progress on the recovery plan. This paper provides an update on the 

plan and information on subsequent developments since the July Board meeting. 

Current Position BSO Action Plan 

The Recovery Plan and the associated monitoring process by SMT is now well 

developed with the Recovery Team progressively being established within PaLS. A 

detailed weekly written report is provided with PaLS officers present at each SMT 

meeting since June 2012. Given the level of detailed monitoring now available, and 

the progress in evidence to date, SMT have decided that reports on the Recovery 

Plan will be fortnightly from 29th August 2012 onward.   

 

Expenditure against each direct award contract is being tracked weekly and contract 

awards from scheduled tender activity are now beginning to conclude. 12 direct 

award contracts have been replaced with awards from competed tender processes 

to date.  

 

Originally approximately 250 contracts had been identified by PaLS as being 

potentially non-compliant; these included a range of Trust-specific activity and 

contracts where little or no expenditure was being incurred. .  PaLS have  consulted 

with relevant Trusts on a number of specific local contracts, and have established 

that a number of contracts will not be renewed.  These have been removed from the 

Recovery Plan. Contracts below the Mini code threshold (£5k) have also been 

removed from the list of potentially non-compliant contracts, as these are not 

required to be subject to a competitive process. .  

Aside from these changes, about 80% of the potentially non-compliant contracts 

have now been scrutinised and authorised either through approved single tender 

actions (STAs) or through a tender award. That leaves approximately 35 direct 

award contracts that are potentially non-compliant. These have an estimated value 

from April 2012 to Mid-August 2012 of approximately £3m. A schedule has been 

agreed that will see these contracts complete their scheduled tender processes to 

award over the next 6-8 months.   

 



It should be noted that a small number of tenders will not conclude until 2013/14, and 

these relate to specific difficulties with tender processes.  They include delays in 

tenders due to legal challenges, or particular difficulties with tender specifications 

which are as yet unresolved. 

 

The BSO Internal Audit function was asked at the beginning of July to provide 

independent assurance on the PaLS recovery plan and to report at regular intervals 

to the SMT. Internal Audit have provided interim reports on their activity in July and 

August 2012. They have to date reviewed 750 contracts out of a total of c1500 and 

have stated that “no significant issues have been identified to date relating to activity 

outside valid contract terms”. This will provide assurance to the Board on the scope 

and robustness of the PaLS recovery plan to date. 

 

 All staff in PaLS at Band 5 and above were asked to make a formal declaration to 

confirm that they have not been offered any inducement in respect of any contract 

extension, and all staff have provided an assurance to that effect.   

 

As previously reported to the BSO Board, PaLS staff commenced detailed 

programme of work with NHS Supply Chain (NHSSC) in June to attempt to establish 

a compliant supply route rapidly on warehouse direct award contracts.  This was 

sponsored by senior officers from within NHS Supply Chain, the NHS Business 

Services Authority, and BSO to ensure commitment and significant application of 

resources to the effort to re-source product, from the outset.  5 major work packages 

were offered for re-sourcing to NHSSC, however it was quickly established that the 

pricing offered by NHSSC could not match that currently in place through BSO 

PaLS, and to re-source would involve a significant price premium which would have 

to be borne by HSC.  Given this position, BSO has made the decision to continue 

with existing contract arrangements and approval will be sought using STA 

processes for the period up to new contracts are awarded.  BSO PaLS will continue 

to work with NHSSC to seek areas of benefit and set up supply arrangements where 

feasible and value for money to HSC.    The analysis done to date on set up costs 

and prices of goods from the NHSSC would support the contention that existing 

prices have provided VFM to HSC, and that there has been no loss to public funds 

from the direct contract awards which were put in place by BSO PaLS.  

 

 

 

Department Action 

 

The DHSS&PS have had a series of meetings with officers of BSO, and regular 

updates have been provided on the work underway within the Recovery Plan. BSO 

has now been formally been notified that the Department will establish a 

Procurement Oversight Group (POG) to provide assurance to the Accounting Officer 



on the PaLS Recovery Plan. Terms of reference and membership of POG have been 

shared with our officers. It is expected that the first meeting will take place in early 

September. The Department has asked that BSO forward a copy of an action plan 

for consideration by POG. A draft action plan has been prepared and consulted on 

with DHSSPS.  A copy of the final action plan will be tabled at the meeting of the 

Board on 31 August 2012. 

 

In addition the Department have commissioned an audit review of direct award 

contracts managed by PaLS. The Department-led review will run in parallel to the 

BSO internal audit review. It will rely on the BSO Internal Audit resources. 

 

The Department’s Accounting Officer has signed off 6 STAs over the EU threshold 

with a total value of c£4.5 million since the last Board meeting. 

 

 

NIAO Regularity Opinion 

 

Discussions have been held with Central Procurement Directorate to establish the 

risk and nature of a further potential qualification for BSO or its HSC customers in 

2012/13.  A written opinion has been received from CPD on whether the current 

process which scrutinises and approves expenditure through STAs should be 

deemed regular.  CPD have advised that applying the term ‘potentially irregular’ in 

the context of the award of contracts appears to be moving beyond the definitions 

set out in MPNI.  Their view is that “Providing these contracts have been awarded in 

compliance with procurement guidance and are for appropriate goods or services in 

line with authorising legislation then the rationale for describing them as potentially 

irregular is unclear.” 

 

Both DHSSPS and BSO will now work with legal advisers, to bring further clarity on 

the view of NIAO on the matter of STAs, and the requirements for publication of 

contract awards 
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