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1. Introduction 

1.1 This document sets out the financial plan for the Business Services Organisation 

(BSO) for the 2010/11 financial year.  It is the basis upon which the BSO will 

base its revenue income and expenditure budgets and its capital expenditure.  The 

document highlights the risks the BSO will face in 2010/11 and the steps which 

are being taken to manage those risks.  Section 3 deals with the RPA savings 

targets for the incoming year. 

 

2. The Financial Climate 

2.1 The current Comprehensive Spending Review (CSR) ends in 2010/11 year.  The 

CSR for the next three years and beyond that had been postponed due to the 

election and is scheduled to be carried out by the new government within a short 

period of time. 

 

2.2 At the time of writing it is not clear what the outcome for the next CSR period 

will look like.  Some sources suggest that health could face up to 5% per annum. 

In the N.I. context the scale of shortfall in funding of the NI Public Sector is not 

fully known. What is known is that the DHSSPS has to absorb its share of the 

shortfall created by the decision to postpone the introduction of water rates.  This 

is estimated to be in the region of £92 million on top of the normal CSR. 
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2.3 HSC also faces major pressures in areas such as meeting waiting list targets, 

shortfall in delivery of CSR targets and overspends.  The exact value of these is 

unclear at present however it is clear that a significant financial challenge lies 

ahead.  The HSC faces, at best, a period of no growth in real terms and at worst a 

serious reduction in services. 

 

2.4 This financial plan has been based on the most up to date knowledge of the 

circumstances at time of writing. 

 

3. Income 

3.1 BSO earns its income from provision of services to a range of HSC Organisations 

including the HSC Board, HSC Trusts and other HSC Agencies.  It also provides 

the management of funds on behalf of the DHSSPSNI. 

 

3.2  During 2009/10 the BSO took responsibility for the management of the 

Information Technology Programme budget of around £12million revenue and 

£2.5million capital budget on behalf of the HSC Board, and also transferred the 

Healthy Start funds and process from DHSSPSNI, totalling around £3.7 million. 

 

3.3  The BSO, through its Procurement and Logistics Service (PaLS) manages stock 

issues for the HSC organisations.  In 2009/10 this totalled around £38million. 
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3.4  In 2009/10, the first year of operation, the BSO carried out a comprehensive due 

diligence exercise to secure a fair level of income to represent the services it 

provides. Whilst the process was particularly complex and time consuming, the 

BSO achieved a positive outcome on all of its negotiations and delivered a 

positive position for 2009/10.  The amounts agreed for 2009/10 services form the 

basis for the projected income in 2010/11. 

 

3.5 The BSO has written to its customers with the proposed sums it requires to deliver 

services in 2010/11.  It has been necessary to anticipate the level of savings 

required for RPA targets as these have not yet been confirmed by the DHSSPSNI. 

 

  Management Fee Income 

3.6 The BSO has written to each of the HSC Trusts and the HSC Board with an offer 

of service.  This offer has included proposals to provide additional value-adding 

services in lieu of savings. No formal response has yet been received.  The 

income analysis shown overleaf is before any reduction in the income for savings 

targets.  The BSO also received funds from DHSSPS for services delivered on its 

behalf and for which it is necessary to employ staff e.g. bursaries staff.  This totals 

£2.949 million.  This is referred to as RRL core in the later sections and equates to 

a management fee. 
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Management Fees Income 2010/11 
(After RPA savings and Pay and Prices Uplift) 

 

Source £000’s 

 

HSCB 17,076 

Belfast HSC Trust 4,884 

South East HSC Trust 2,193 

Western HSC Trust 2,592 

Northern HSC Trust 2,457 

Southern HSC Trust 1,957 

NIAS HSC Trust 110 

Total Trusts & Board 31,269 

  

Public Health Agency 143 

Beeches Management Centre 14 

NI Guardian Ad Litem Agency 78 

NI Medical and Dental Training 

Agency 

28 

Blood Transfusion Service 47 

NI Post Graduate Education Council 56 

NI Social Care Council 90 

Regulation & Quality Improvement 

Agency 

126 

Patient and Client Council 71 

Regional Medical Physics 16 

Total other Agencies 670 

  

Total Management Fees 31,939 
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  Revenue Resource Limit (RRL) from DHSSPS 

3.7  The BSO is responsible for the disbursement and management of a number of 

sources of income for the DHSSPS, most notably the nursing student bursary 

scheme of around £12.5 million.  The transfer of the Healthy Start funding in 

2009/10 has added a further £3.7million.  The role of BSO is to manage and 

achieve a breakeven position on these funds and any surplus or deficit is returned 

to, or refunded by, the DHSSPS.  The table below shows the recurrent funds 

expected for 2010/11 based on the 2009/10 outturn position. 

 

DHSSPS FUNDED RRL (Managed Services) 

Source £000’s 

 

Bursaries 12,500 

Healthy Start 3,750 

Artscare 230 

SUMDE 1,160 

Recharges (various) 1,256 

Total RRL 18,896 

 

The final figures will be agreed with the Department as the year progresses. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



BSO 40/2010 

 

 7  

  Stock Management 

3.8 The BSO through it PaLS Directorate manages the stocks consumed by HSC  

Trusts.  The income and expenditure associated with this is a composite part of 

the BSO funds.  There is no significant surplus or deficit anticipated on these 

transactions however there can be variances in price activity which can generate a 

small surplus. 

 

3.9 In 2010/11 the expected stock issues throughput (sales) and cost of sales is        

expected to amount to £38million. 

 

 Pay & Price Inflation for 2010/11 

3.10 The figure assumed for inflation uplift overall is 2.5%.  This is to be confirmed by 

the HSCB.  In respect of the pay element the Agenda for Change settlement this 

year has been set at 2.25%.  This covers the vast majority of BSO staff (excluding 

NICS staff) and will be funded in full in the budgets.  There is insufficient 

funding available initially, to fund the incremental drift in pay budgets.  Budgets 

therefore have not been uplifted for incremental pressures.  The effect of this 

varies throughout the individual directorates. 

 

3.11 Non pay inflation in the economy was measured above 3% however the funding 

assumed from the customers is 2.25%. The proposed direction on budgets for non 

pay is that they will only be funded for inflation which can be clearly 

demonstrated as being driven by price pressures e.g. rates, utilities. 
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 New Sources 

3.12  In addition to these fees the BSO has also assumed responsibility for a major               

programme of ICT Infrastructure for the HSC.  In 2009/10 the total revenue 

expenditure on this programme totalled in excess of £12million.  There is a 

further £2.5million of capital projected for 2010/11.  BSO is also now responsible 

for the Healthy Start programme valued at £3.7million. 

 

  Other Income (non-management fees) 

 

3.13  There are a number of direct income sources from sales of services e.g. legal 

conveyance, private sales of goods by PaLS, which are expected to contribute 

around £50,000 in 2010/11.  BSO also collects canteen income from sales in the 

former Northern Board Headquarters of around £250,000.  In total around £600k 

of “other income” is anticipated. 

 

3.14  In summary the total income for 2010/11 is projected at  

 

TOTAL INCOME PROJECTION 2010/11 

                                                          £000 

Management Fees 31,939 

RRL DHSSPSNI Services 18,896 

RRL Core 2,949 

Stock Sales 38,000 

ICT Programme 12,559 

Other Sales 621 

Total Income (all sources) 104,964 

 (excludes internal recharges of £2.935 million) 

. 
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Expenditure 

3.15 Meetings have taken place with the Directors and their budget managers to 

determine the amounts of income and expenditure available for budgeting in 

2010/11.  A set of budget principles was used to establish the budgets.  In 

particular budgets are required to deliver their savings targets and achieve 

breakeven. 

3.16 This section deals with the projected expenditure and is based on roll forward 

budgets which have been adjusted for inflation.  An adjustment has been made for 

the removal of superannuation contributions for employers which has reduced by 

2.4%. 

3.17 Non-Payroll projections for 2010/11 have been rolled forward and assumed to be 

relatively stable.  Inflation will be applied to budgets which experience real price 

inflation only.    

 

 RPA Savings 2010/11 

3.18 During 2009/10 the BSO was set a savings target of £854,000.  Managers were set 

a task of identifying and delivering savings of 3% across all areas of the BSO.  A 

key component of achieving the savings was the utilisation of the Voluntary Early 

Retirement (VER) scheme which was funded from DHSSPS sources. 

3.19 During 2009/10 the organisation released 45 people under VER with an in year 

budgeted saving of £562,000.  This will generate the full year effect savings of 

£1,239,000.  A further 7 people were granted VER in 2009/10 but have leaving 
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dates in 2010/11.  These will add a further £306,000 to the full year effect and 

approximately £220,000 in the 2010/11 year.  By the end of March 2011 the BSO 

will have released £1,545,000 of recurrent staff costs via VER.  None of these 

staff have been replaced. 

3.20 The 2009/10 savings which were made from non-VER schemes were reported to 

the Board through 2009/10.  In total some £807,000 of savings was removed from 

budgets however a proportion of these is non recurring and will require to be 

found in the 2010/11 year on a recurrent basis. 

3.21 The RPA targets for BSO have been a source of disagreement for the whole of 

2009/10, as reported to the Board, and remain so.  The approach of BSO has been 

to focus on delivering the amounts set out in the letter of 10th June 2009. 

 

 

 

3.22 The Board is aware of the arguments presented by BSO namely that there has    

been double counting of CSR and RPA. 

3.23 At 31st May the position remains unresolved.  However following a meeting with 

the Deputy Permanent Secretary of DHSSPS, the assumption in this paper is that 

the £2.56m is likely to be the cumulative target for the two years.  It is also fairly 

certain that there will not be a double count of savings withdrawn by Trusts, and 

Agencies and the HSCB.   

 

 

2009/10 2010/11 Review Jan 10 Total 

£854k £1,146 £560k 2.56m 
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3.24 Budget holders have been provided with information on their savings 

achievements in 2009/10 and the full year effect of these and are drawing up 

proposals to release the balance in 2010/11.  The VER will make a significant 

contribution to the cumulative savings requirements.  Budgets have been adjusted 

for the potential savings. 

3.25 It will be essential that there is rigorous budget management in 2010/11 if the 

BSO is to achieve its breakeven targets. 

Expenditure Budgets  

3.26 The following sections describe the basis for the budgets built for 2010/11 and 

then set out the position by Directorate.  The payroll and non-pay budgets were 

created as follows: 

I. The 2009/10 budget was initially rolled forward and any Full Year Effect 

(FYE) adjustments made e.g. new posts in 2009/10; 

II. The RPA savings cumulative target for 2010/11 was deducted on the basis 

of the discussions held with budget holders; 

III. The pay award for 2010/11 has been applied. 

IV. Any new services or reduction in services have been added or deducted 

appropriately. 

V. The outcome is compared to the 2009/10 outturn and to the projected 

income for 2010/11 to ensure a balanced position. 

3.27     The proposed budgets for 2010/11 by Directorate are shown in the table below: 
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CORE SERVICES 

PROJECTED EXPENDITURE BUDGETS 2010/11 

 

     Table A - PROPOSED PAY BUDGETS 2010/11 

 

 
2010/11 

OPENING 
RPA 

2010/11 
P&P 

2010/11 
TOTAL 
2010/11 

PaLS 8,537,962 (311,822) 205,654 8,431,794 

PENSIONS 780,166 0 19,504 799,670 

TECHNOLOGY SERVICES 6,094,076 (268,484) 145,640 5,971,232 

COUNTER FRAUD & PROBITY 988,757 0 24,719 1,013,476 

FPS 3,641,076 (133,761) 87,683 3,594,998 

DIRECTOR OF OPERATIONS 113,228 0 2,831 116,059 

CEO 227,246 0 5,681 232,927 

FINANCE 1,696,889 (85,475) 40,285 1,651,699 

HRCS 1,317,113 (58,085) 31,476 1,290,504 

LEGAL 3,288,833 (129,346) 78,987 3,238,474 

DIRECTOR OF CC&P 91,773 0 2,294 94,067 

CUSTOMER & SERVICE IMPROVEMENT 184,103 0 4,603 188,706 

OREC 191,935 (774) 4,779 195,940 

EQUALITY 248,791 (30,690) 5,453 223,554 

INTERNAL AUDIT 1,209,489 (10,234) 29,981 1,229,236 

OTHER / RESERVE (313,365) (66,844) 0 (380,209) 

TOTAL 28,298,072 (1,095,515) 689,570 27,892,127 

 

 

Table B - PROPOSED NON PAY BUDGETS 2010/11 

 

 
2010/11 

OPENING 
RPA 

2010/11 
P&P 

2010/11 
TOTAL 
2010/11 

PaLS 2,798,071 0 52,678 2,850,749 

PENSIONS 622,000 0 2,532 624,532 

TECHNOLOGY SERVICES 401,750 0 11,711 413,461 

COUNTER FRAUD & PROBITY 252,069 0 2,891 254,960 

FPS 2,748,732 0 61,572 2,810,304 

DIRECTOR OF OPERATIONS 5,350 0 (2,831) 2,519 

CEO 46,614 0 (4,890) 41,724 

FINANCE 1,176,029 0 2,360 1,178,389 

HRCS 2,003,357 0 760 2,004,117 

LEGAL 725,241 0 17,944 743,185 

DIRECTOR OF CC&P 4,450 0 (2,105) 2,345 

CUSTOMER & SERVICE IMPROVEMENT 1,629 0 (4,456) (2,827) 

OREC 109,114 0 (4,097) 105,017 

EQUALITY 36,437 0 41 36,478 

INTERNAL AUDIT 160,000 0 1,861 161,861 

OTHER / RESERVE    0 

TOTAL 11,090,843 0 135,971 11,226,814 
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The assumption in relation to the RRL from DHSSPS for managed services is that 

it will breakeven as is assumed for the sales of goods from PaLS. 

 

Combined Income & Expenditure Position 

Based on the anticipated budgets for expenditure and the current assumptions on 

income levels, the combined income and expenditure position is shown below. 

 

         COMBINED PROJECTED INCOME + EXPENDITURE POSITION 2010/11 

 

 CORE 

SERVICES 

£000 

ICT 

PROGRAMME 

MANAGED 

SERVICES 

£000 

TRADING 

ACCOUNT 

£000 

TOTAL 

 

£000 

Income      

Mgt Fees 31,939    31,939 

RRL (DHSSPSNI) 2,949  18,896  21,845 

RRL (ICT 

Programme) 

560 12,000   12,560 

Sale of Stocks 63   38,000 38,063 

Other Income    634 _____ ______ _______ 634 

Total Income (All 

Sources) 

36,145 12,000 18,896 38,000 105,041 

Internal Recharges 2,935 _____ _____ _____ 2,935 

Total 39,080 12,000 18,896 38,000 107,976 

Expenditure      

Pay (27,892)    (27,892) 

Non Pay (11,226) (12,000) (18,896)  (42,122) 

Cost of Goods Sold    (38,000) (38,000) 

Total Expenditure   (39,118) (12,000) (18,896) (38,000) (108,014) 

Net 

Surplus/(Deficit) 

       (38) 0         0     0        (38) 
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4. Capital 2010/11 

4.1 The Department has advised that the general capital allocation for BSO for 

2009/10 is £275,000, which is the same amount as last year. 

4.2 The Senior Management Team received a number of proposals for investment and 

has presented the following for Board approval. 

1. UNITAS Software Development £46,000 

2. New Goods Marshalling Facility £40,000 

3. Voice Picking Software £150,000 

 

4.3 Item 3 was approved by the Board in 2009/10 and was later deferred.  A business 

case is being completed to support the investment. 

4.4 The Board is asked to approve this capital plan.  The balance will be allocated to 

other schemes as the year progresses. 
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5. Conclusion 
 

5.1 The resultant end position is a deficit of £39,000.  This is dependant on the level 

of savings required for RPA targets which is yet to be finalised.  Any increase in 

this target will increase the deficit.  BSO will have in place options to reduce the 

deficit. 

 

I. The full year effect of VER for 2009/10; 

 

II. Potential savings from implementing an EPES style solution; 

 

III. Accessing a proportion of the savings accruing to HSC for the reduction in 

the cost of legal counsel as a result of an initiative by BSO Directorate of 

Legal Services; 

 

IV. Recruitment Control.  

 

5.2 BSO will work closely with the HSCB and Trusts to manage its costs and attempt 

to secure additional income for the services it provided. 

 


