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1. Introduction 

The purpose of this document is to set out the financial strategy and opening 
budgets for the Business Services Organisation (BSO) for the 2019/20 financial year. 

The content of the document reflects at summary level the opening detailed revenue 
income and expenditure budgets for the organisation along with its capital 
expenditure budget for the financial year.  

2. Financial review of 2018/19 

BSO ended the 2018/19 financial year with a draft reported surplus of £39k (subject 
to final audit), and thus achieved its break-even target for the year. This was 
achieved within the context of a 2% reduction in Department of Health (DoH) funding 
for core services, and a cash release of 1.1% passed onto customers.  

Operationally BSO continued to deliver on its SLA commitments, and identify further 
areas of business growth. As an organisation we continue to experience the same 
difficulties in availability of workforce that are being felt across the entire health and 
social care sector. As a result some of our more specialist areas such as 
procurement and IT experienced pay underspends during the year. These 
underspends were redirected in year to support a number of training and operational 
pressures. 

In 2018/19 BSO benefitted from the receipt of £1.4m of transformation funding used 
to fund projects under the Small Business Research Initiative (SBRI), development 
programmes for the HSC Leadership and Clinical Education Centres, and 
recruitment support for HSC wide transformation activities. In common with most 
HSC organisations our ability to source appropriate skilled staff led to under-spends 
in transformation funding initially allocated (£2m), and this was retracted at the end 
of the financial year. 

 

3. Financial outlook – 2019/20 

The 2019/20 budget announced a top-line 6% increase in the Health budget for NI. 
However, after adjusting for inflation and 2018/19 in-year funding, the ‘ real’ increase 
is closer to 2%. Health will also benefit in 2019/20 from a further £100m available for 
transformation.  

Against this are a number of regional inescapable service pressures, pressures on 
both pay and employer pension rates, and the roll forward of system deficits. This is 
within a context where demographic pressures continue to be felt across the system, 
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and financial balance is traditionally only achieved through the injection of in-year 
funding to achieve break-even.  

Operating in a ‘full-cost’ recovery model within this environment remains challenging, 
as all expenditure is subject to scrutiny, and securing additional income can be 
difficult. 

For the 2019/20 year we have considered ways in which our historic pay 
underspends can be built into our assumed financial position, allowing us to pass on 
an element of recurrent savings to customers. We have also recognised the 
particular pressures facing the budgets of the smaller customers within HSC, who 
have increasingly reduced flexibility; and have made the decision to pass on a 3% 
reduction to these customers. This has been possible through reductions in the 
finance team budget, who provide support to these smaller organisations. 

BSO’s operations are extremely diverse in nature but can be broadly spilt into two 
main areas: 

• Core services 

This refers to a range of services provided by BSO for which it levies a fee to HSC 
customers in order to generate sufficient income to cover it’s costs. These include 
procurement and logistics, legal services, shared financial services such as payroll 
and payments, and regional counter fraud services.  

These services need to be delivered in the most efficient method possible to ensure 
they represent value for money for customers, as well as delivering a high quality 
service that meets the needs of the HSC. A small number of these services are 
funded directly by DoH through the RRL (revenue resource limit) such as the 
administration of the HSC pension scheme. 

• Non core services 

Non core services are those where the BSO manages either a programme of activity 
or a specific fund, on behalf of the DoH or the Health and Social care Board (HSCB). 
It also includes BSO’s warehouse trading operations where goods are purchased 
and then recharged to HSC bodies at a nil surplus / deficit to BSO. 

Due to the nature of how these services are managed and funded, BSO assume 
these services will break even, unless we are aware of any unfunded pressure in 
these areas at the start of the year. 
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4. Summary of BSO’s budgeted 2019/20 position 

The summary budget for the BSO is as follows: 

  Core 
Services 

ITS 
Programme Trading Managed 

Services Total 

  £'000 £'000 £'000 £'000 £'000 
Income 66,979 18,154 49,000 25,463 159,596 
Payroll 54,124 5,200 - 1,568 60,892 
Non Pay 12,855 12,954 49,000 23,895 98,704 
Total Expenditure 66,979 18,154 49,000 25,463 159,596 
Surplus/(Deficit)            -                    -                      -                          -               -    
 

Overall the organisation is budgeting to break-even, across both core services and 
its other areas. 

5. Income 

The total budgeted income for BSO for the 2019/20 year is £160m. This is split as 
illustrated below: 

 

 

Core services (budgeted income £67m) 

 BSO derives the majority of its core services income from management fees levied 
to HSC bodies for services provided. The BSO issues an annual service offering, 

Smaller bodies, 2,517 

HSCB and PHA, 
17,747 

HSC Trusts, 35,501 

ITS programme 
spend, 18,154 

DoH RRL, 28,897 

Trading, 49,000 

Interpreting 
Service, 5,319 

Misc Income, 
2,461 

Source of Income £'000 
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breaking down the charges per service, together with details of cash releasing and 
efficiency savings being passed on in total, and for each service area.  

For 2019/20 changes to pay are set to have the largest impact on our SLA income. 
The employers’ superannuation rate has increases by 6.2%, and the impact of the 
2018/19 pay award of 3% is also being built in recurrently - this is applied to a 
blended pay and price uplift on all SLA income, leading to an overall increase in SLA 
fees for 2019/20 of 6.63%.  We have assumed a 1% pay award for 2019/20, in the 
absence of any confirmation from DoH. 

 For 2019/20 BSO is passing on cash releasing savings of 1% and efficiency savings 
of 1.7% to the six HSC Trusts and HSCB. 

The service offering, together with each entity’s individual Service level agreement 
(SLA) and an analysis of their individual management fee, were issued to HSC 
bodies in May 2019. A series of SLA review meetings to discuss the SLA and 
management fee are currently underway. 

 

Non-core services (budgeted income £92.6m) 

Income from non-core services is agreed nominally at the beginning of the financial 
year, but can fluctuate during the year due to the demand led nature of some of the 
services, or due to additional programmes of work being requested. BSO work 
closely with all key stakeholders in the management of income and expenditure 
relating to these budget areas, to ensure that any potential surpluses or deficits are 
identified as early as possible, and managed jointly. The largest area within 
managed services is the student nursing bursaries scheme (£12.9m) administered 
on behalf of the DoH.  

Currently ITS programme funds are sitting at £18m – increase of approx. £3m on  
2018/19. A lot of this spend is contractual commitments on existing regional 
systems. The prioritisation of funds to support ITS programme work is led through 
the commissioning function in the HSCB. 

 

6. Expenditure budgets 

In line with the statutory requirement to break-even the expenditure budget for the 
2019/20 totals £160m, matching the income budget.  

Individual directorate budgets are discussed and agreed in full with senior 
operational teams, to ensure all budgetary movements are fully understood and 
accepted by budget holders. Operational teams are encouraged to identify any 
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potential pressures and/or easements in their financial position as early as possible 
so these can be managed effectively by the organisation as a whole. 

It should be noted that operational budgets have been prepared on the basis of 
review and challenge of revenue expenditure and, thereby, are considered to 
constitute an appropriate justification of normal, recurrent expenditure.  As such, the 
approved budgets represent proportionate expenditure justification for each 
operational area. 

It is intended to update income and expenditure budgets throughout the year to 
reflect any changes to income and associated costs.  Where significant, this will be 
highlighted in the monthly Finance report to the BSO Board. 

The core output of the expenditure budget setting process is presented in Table 1 
Appendix 1 which summarises the opening detailed pay and non-pay expenditure 
budgets for 2019/20, for both core and non-core services. 

Core Services 

Within core services pay budgets constitute 81% of the £67m budget. The main 
factor impacting on our pay budgets in 2019/20 is the announced increase in the 
employers’ superannuation rate, which has increased from 16.3% to 22.5% from 1 
April 2019. 

We have assumed a 1% pay award for 2019/20, in the absence of any confirmation. 

 

Non-core Services 

94% of the non-core expenditure budget is in non-pay. Levels at this stage are 
forecast to be similar to 2018/19. 

 

7. Key risks and assumptions 

Due to the non-recurrent nature of some aspects of the BSO’s income we make 
assumptions at the beginning of the financial year around some of our income. This 
impacts on areas such as nursing bursaries, where we are assuming income levels 
commensurate with previous years, and other non-core services such as the 
regional interpreting service, where we assume income will fully match expenditure. 

The majority of the income being assumed is funding from DoH, and we will clearly 
state all income assumptions in our monthly monitoring returns submitted to them. 

We have been notified of a 2% reduction in our non-ring-fenced Revenue Resource 
Limit (RRL) funding, which equates to £79k. 
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This will be delivered by a reduction in the BSTP recurrent pay budget, which has 
been used over the last number of years to fund improvement projects within shared 
services. Some of the staff involved in these have now been mainstreamed into 
revised structures within shared services. 

The key risks we have identified in respect of the 2019/20 financial position are as 
follows: 

• We continue to experience difficulties in securing a recurrent funding position 
for the rent of premises currently housing our ITS services. Historically this 
has been funded each year by a non-recurrent allocation from the DoH, but 
there are indications this funding is not available in 2019/20. The impact of 
this is a £480k pressure, which would be equivalent to an additional 12% 
reduction in our non-ring-fenced RRL. The potential impact of this is not 
currently reflected in our financial position. 

• Ability to fill current vacancies. BSO has over the last 2-3 years experienced 
levels of vacancies that have resulted in non-recurrent pay surpluses, as well 
as operational issues due to vacancies in key posts. 

• A number of business areas will be commencing an internal restructuring 
process in 2019/20. This includes ITS, HR, payroll (completion of a process 
already started), and recruitment and selection. This brings it with it greater 
budgetary uncertainty, as well as potential issues with identifying new 
structures, filling those structures, and remaining within the opening recurrent 
cost envelope. 

• Securing confirmation of the levels of assumed income, particularly given 
ongoing budgetary pressures. This includes specifically in 2019/20 securing 
RRL funding for pay costs above 1%. We are assuming in our financial 
position that the increase in employers’ superannuation costs for RRL funded 
services will be fully funded by the DoH. In addition we are assuming that any 
2019/20 pay award above 1% will also be fully funded in respect of RRL 
funded services.  

• Continued unfunded growth in demand for our services. The pressure to drive 
efficiencies across the health and social care system increases demand for 
expertise in technology, information and specialist legal and procurement 
services. Increasingly BSO is being challenged to provide this within existing 
resources. 

We will include regular updates on these key risks in our monthly Board reports. 
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8. Monitoring and reporting arrangements 

 
In addition to the normal monthly automated financial reports and monthly narrative 
Board reports, the BSO will continue to operate the following mechanisms to monitor 
the financial position and forecast for the organisation: 
 
 - preparation of regular forecasting information at directorate and organisational 
level to identify any potential surpluses or easements in budgets, and agree actions 
required. 
 
 - regular review meetings with senior operational teams, to ensure joint ownership of 
both reported and forecast position. 
 
 -escalation to senior management team of any key risks identified to the 
achievement of a break-even position. 
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9. Capital 
 

Capital sources  

The BSO typically receives capital funding in respect of the following: 

• General capital allocation (from DoH/HSCB); 

• IT General Capital (from HSCB); 

• ITS Programme (from HSCB);  

• MAGIC (from HSCB); 

• Dementia projects (from DoH/HSCB under ITS Programme); 

 

General capital 

The BSO has submitted both general and IT capital bids to the DoH and 
HSCB res respectively. All capital projects have been categorised as 
‘essential’ or ‘desirable’ and all of them have had prior SMT approval. Total 
bids made amount to £717k.  

BSO has not yet been informed of any CRL (Capital Resource Limit) approval 
for any of the requested projects. 

The submitted bids are summarised in Appendix 1 Table 2. 

ITS programme 

 The outline ITS capital programme budget is £5.2m. This is subject to change 
through the year. 

Encompass programme 

 The outline budget for the Encompass programme for 2019/20 is approx. 
£19m. The programme is currently in the process of securing a supplier, and 
moving to an approved Full Business Case. 
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Capital management process 

The Finance directorate of BSO have a robust monitoring process with regard 
to all capital projects. 

The monthly process is designed to ensure progression of projects is reported 
and any possible risk of underspend is highlighted at an early stage. 

 

10. Conclusion 

In line with our statutory requirement, the BSO presents a balanced budgetary 
position for approval by the Board.  
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Appendix 1 

 

 

 

Table 1  Summary of expenditure budgets 

 

Table 2  Summary of capital expenditure bids 
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Table 1 Summary of expenditure budgets 

  2019/20 2019/20 2019/20 2018/19 

  Pay Non Pay 
Total 

Budget Total Budget 
  £'000 £'000 £'000 £'000 
Operations 

    PALS 12,127 2,315 14,442 13,311 
Pensions 1,483 832 2,315 1,941 
Counter Fraud and Probity 1,158 104 1,262 1,183 
FPS 4,746 1,584 6,330 5,736 
Ops Director 129 5 134 134 
Total Operations 19,643 4,840 24,483 22,305 
Customer Care and Performance 

    CC&P Director 120 1 121 114 
Customer and Service Improvement 175 6 181 196 
ORECNI 173 34 207 195 
Equality 240 13 253 237 
ITS 7,774 988 8,762 8,274 
Total Customer Care and 
Performance 8,482 1,042 9,524 9,016 
Other Directorates 

    Legal 5,042 504 5,546 5,253 
Human Resources 1,448 137 1,585 1,152 
Corporate Services 414 1,096 1,510 1,443 
Finance 1,408 88 1,496 1,387 
Internal Audit 1,598 57 1,655 1,524 
CEO 247 21 268 482 
HSC Leadership Centre 2,064 687 2,751 2,560 
HSC Clinical Education Centre 3,247 472 3,719 3,636 
Shared Services 10,442 3,912 14,354 13,199 
Other 88 - 88 136 
Total Other Directorates 25,998 6,974 32,972 30,772 
  

    Total Core Services 54,123 12,856 66,869 62,093 
     
Non-Core Services 

    ITS Programme 5,200 12,954 18,154 15,577 
Trading - 49,000 49,000 47,000 
Managed Services 1,568 23,895 25,463 22,169 
Total Non-Core Services 6,768 85,849 92,617 84,746 
  

    Grand Total Expenditure Budget 60,891 98,705 159,596 146,839 
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Table 2 Summary of BSO General capital bids (in priority order) 

 £ 
LED lighting in Unit 4c Campsie EPB Warehouse 
 

50,000 

Four new vans for SHSCT CECS 
 

100,000 

Replace washer disinfector and extend decontamination facility 
at Lissue 
 

410,000 

Simulation suite 
 

16,000 

Sim Junior (Junior Simulation Equipment) 
 

19,000 

New counter balance at Campsie 
 

20,000 

Replace three electric reach trucks at Boucher 
 

80,000 

Replacement order picker at Boucher 10,000 
 

New scissor lift at Campsie 
 

12,000 

TOTAL 717,000 
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