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RSSB2490 - Ensuring Financial Sustainability in RSSB’s Member Funded Business Mode 
Introduction to RSSB 

RSSB was established in April 2003. The Company’s primary objective is to facilitate the railway industry’s work to achieve continuous improvement in the health and safety performance of the railways in Great Britain, and thus to facilitate the reduction of risk to passengers, employees and the affected public.
Key elements of the company’s remit are to:
· Manage Railway Group Standards on behalf of the industry 
· Lead the development of long-term safety strategy for the industry, including the publication of annual Railway Strategic Safety Plans 
· Propose change through facilitation of the research and development programme, education and awareness 
· Measure, report and inform on health and safety performance, safety intelligence, trends, data and risk 
· Support cross-industry groups in national programmes which address major areas of safety concern 
· Facilitate the effective representation of the UK rail industry in the development of European legislation and standards that impact on the rail system 
RSSB is a not-for-profit company owned by major industry stakeholders. The company is limited by guarantee and is governed by its members, a board and an advisory committee. It is independent of any single railway company and of their commercial interests.



1. Project Overview

We are carrying out an organisational review to ensure the RSSB “member-funded” business operates on a sustainable financial business model, both in terms of the short to medium term (to the end of the next control period (CP6) in 2024) but also with regards to the long-term future. 

RSSB require professional assistance to carry out an evaluation of our existing business model and explore options for reform to ensure the company operates on a new sustainable business model going forward.  

This work regarding financial sustainability is a major part of a wider transformation project designed to implement a series of recommendations highlighted in the recent review of RSSB carried out by the ORR (Office of Rail and Road).  http://orr.gov.uk/consultations/closed-consultations/railway-safety-consultations/orrs-independent-review-of-rssb-in-2016

Further Detail

RSSB is a not-for-profit company which currently has two clear funding streams:

“Member Funding”

A fixed five-year membership levy paid by our members as per an agreement set out at the start of any given control period, governed by the existing constitution. This accounts for circa £25m of funding per annum. 

“Non-Member Funding”

A series of discretionary ring-fenced grants received from the Department of Transport and Network Rail to fund activities such as Research, Innovation and the Rail Technical Strategy. 

There is currently a mismatch between the level of member funding RSSB receives through the existing business model (levy) and the expectation from its members in terms of the volume and complexity work that should be carried out by RSSB. This has resulted in issues of affordability and a clear need to reform the existing business model to ensure a more financially sustainable plan can be followed. 

Initial thinking and work underway

Initial thinking surrounding this need for reform has centred on the following needs:

· The need for RSSB to prioritise their workload more effectively throughout the business - one of the key findings of the ORR review was that RSSB must seek the views of our members to establish the priorities for the industry in deciding the business plan.
· The need for RSSB to reform their member funding levy to ensure that both Members and RSSB are clearer about what activities any funding agreement covers. 
· The need for RSSB to adopt a new, more flexible, business model that ensures financial sustainability in the future

To this end, a number of key work programmes have been established that will aid this project:

· A Membership consultation and focus group process has been established to identify the major work that our key stakeholders believe we should concentrate on, with results expected in March 2018
· An internal review of our existing business model has been carried out with the express aim of modelling reserves to the end of control period six (31st March 2024)
· A review of our accounting structures has taken place to clearly identify and separate out member-funded and non-funded finances (make this a bit clearer)
· Independent advice has been sought on the short term and long term financial sustainability of our pension scheme, especially in the light of the upcoming Triennial review
· Independent legal advice has been sought on the possibility of amending our constitution from 1st April 2019 onwards (start of control period 6)

It should be noted that the Member’s consultation is unlikely to result in a reduction in the volume of work that RSSB is expected to deliver within its existing funding structures. In fact, it is likely that there will be extra demand for additional work in the areas of health & wellbeing and sustainability in the Railway Industry. This highlights the need for immediate review and reform of the business model.


2. Project Objectives/Benefits

The main aim of the project will be to provide analysis and insight on the existing member funded business model and generate options for substantial reform to ensure that RSSB operates on a sustainable financial footing up to the end of CP6 (financial reporting period up to 2024) and beyond.

Any options generated by this work will need to be discussed and implemented by RSSB Executive, subject to approval from the RSSB Board. 

The project will also seek to explore the current commercial opportunities that RSSB can explore without exposing the company to additional risks

The potential benefits of the overall project to RSSB will be the following:

· RSSB will gain a better understanding of financial viability going forward
· RSSB will gain a better understanding of commercial opportunities going forward
· RSSB will have greater knowledge on how to prioritise work with scarce member funded resources
· RSSB will fully understand the long-term opportunity cost of not reforming the business model, both in terms of its reputation and going concern














3. Scope of Work
The scope of the work can be broadly separated into two categories:

· Initial evaluation of the existing RSSB member funded business model
· Generation of options to reform the RSSB member funded business model (including commercial opportunities) to ensure financial sustainability to the end of CP6 and beyond. 

Section One: Initial Evaluation of Existing Business Model

Scope of work

To evaluate RSSB’s existing member funded-business model and the current risks to financial sustainability in Control Period 6 (2019-2024) and beyond, with particular attention on. 

· Evaluating the existing financial model for the Member Funded Business
· Evaluate existing member funding income streams, both in terms of existing trends and future prospects
· Evaluating the change in RSSB’s cost base over the course of CP5 and the ability of Finance to manage the cost base going forward
· Reviewing RSSB’s existing accounting policies and capital investment strategy
· Evaluating the risk of the current pension scheme upon future financial sustainability*

· Validating the projected reserves to the end of CP6, 
· Reviewing and challenging the assumptions behind the projection 
· Reviewing the risks currently identified re future member funded reserves and highlighting further risks that have been omitted  

· Explaining the risk of ‘non-action’ (keep status quo) with regards to RSSB’s financial liabilities and on-going reputation.
· Evaluate the financial risk re reserves and going concern
· Propose financing solutions to manage risk

Deliverable

RSSB will be better informed about the level of risk in the current financial model with regards to providing financial sustainability to RSSB. The successful supplier will have highlighted to RSSB the specific areas of the business model that are high risk and will have proposed possible amendments to the assumptions used in existing forecasting of reserves.


* The successful supplier will not have to cost the pension scheme, as this work will be done by our pension advisors. However, they will need to consider the findings from our pension advisors and the long-term effect that the scheme may have on our ability to stay financially sustainable.




Section Two: Reforming the RSSB Member Funded Business Model
 
Review of Existing RSSB Members Levy 

Scope of work

Consider the existing control period levy and review alternative options for a providing sustainable membership income into CP6 and beyond, ensuring an alternative properly considers the relationship between RSSB and its Members:
 
The successful supplier will be asked to focus on the following:

· Reviewing the existing membership levy:
· Assessing the current trade-off between guaranteed levy income and financial flexibility re membership types and charging
· Reviewing the methodology for generating the levy (formula) and whether this methodology has allowed funding income to keep up with market conditions and demands upon RSSB

· Assessing possible changes to the way RSSB could secure Member funding
· Consider the benefit of a more flexible funding formula rather than a multi-year agreement with members
· Consider different types of memberships and charges that RSSB could adopt
· Consider the existing constitution and the viability of any potential changes* 

· Producing a number of options for alternative ways to secure member funding.
· Financially cost out options to the end of CP6
· Highlight the opportunities and risks of each option

Deliverable

Through the work of the successful supplier, RSSB will have a better understanding of the value of the existing membership levy when measured in terms of risk and reward. 

Based on the detailed work carried out by the supplier, RSSB will be provided with an evaluated series of alternative funding models to secure Member income to the end of CP6

* Legal advice has already been sought re changes to the constitution and this will be shared with the successful supplier in advance of undertaking this project. 

A Commercial Model for RSSB

Scope of work

Consider how RSSB could capitalise on any commercial opportunities, both through its existing products and services as well as other future ventures.  
 
The successful supplier will be asked to focus their on the following:

· Reviewing the viability for introducing a commercial model in the light of:
· The existing constitution between RSSB and its members
· The risk a commercial model may pose to the existing membership levy
· The legal not-for-profit structure of RSSB
· The capacity and expertise at RSSB to deliver any commercial model
· Any existing attempts to commercialise its products and services

· Advise RSSB on potential tailored commercial models for its products and services, considering the following for each proposed model
· The risk/reward relationship of each model
· The existing structure of RSSB and how the model could be incorporated into the accounting structures and the reporting cycle.
· The financial sustainability each given model provides
· How the model effects the status of RSSB (reputational, relationship with membership, tax implications etc.)

· Producing a recommendation for the RSSB executive to propose to the Board

Deliverable

Through the work of the successful supplier, RSSB be able to properly weigh up the risk involved with moving towards a more commercial model to market it products and services.

Based on the detailed work carried out, RSSB will also be supplied with a number of options for commercial modelling which can be further discussed by the RSSB Executive and the RSSB Board.

Attracting and using additional grant funded income 

Scope of work

Consider how RSSB could best attract and use additional grant funded income for ring-fenced activities, including the mechanisms for securing additional funding

The successful supplier will be asked to focus their attention on the following:

· The existing requirement/appetite for securing additional grant funding across RSSB
· Evaluate the on-going level of incremental work that industry would like RSSB to deliver but are unable to commence due to a lack of funding (past requests, members consultation/focus groups)
· Consider the existing grant funding secured by the non-member funded areas of the business (Research, Technical & Innovation) and its utilisation against on-going incremental member needs 

· Advising RSSB on how best to communicate the needs for additional funding and generate proposals of how any funding could be secured
· Evaluate existing mechanisms for securing discretionary funding, including the member consultation/focus groups
· Propose new ways of justifying/attracting discretionary funding
· Consider how this could be managed within RSSB’s everyday processes and where responsibility lies
 


Deliverable

Through the work of the successful supplier, RSSB will have a clearer picture of the requirement for additional funding and will have been presented with a sustainable mechanism for securing future funding.

Prioritising its work programme

Scope of work

“The ORR report suggested that RSSB does not prioritise its work properly, resulting in an acceptance of? 

Offer options and tools to assist RSSB in prioritising its work, based on successful models used in other similar membership organisations and companies 

The successful supplier may consider rolling out some existing mechanisms used for prioritisation in the non-member business on a wider scale – for example, the single point of entry mechanism used within the Research Department (single point of entry)

Specifically, the successful supplier could focus upon the following:

· Use best practice from other member organisations re prioritising member’s needs 
· Evaluate the on-going level of incremental work that industry would like RSSB to deliver but are unable to commence due to a lack of funding (past requests, members consultation/focus groups)
· Consider the existing grant funding secured by the non-member funded areas of the business (Research, Technical & Innovation) and its utilisation against on-going incremental member needs 

· Helping form relevant criteria for the RSSB Executive to measure the merits of one programme of work over another, including  
· Financial criteria – short term cost vs long term benefits
· RSSB’s aim and priorities – does a particular programme fit in with these?
· Member’s needs - feedback from the Members Consultation and focus groups
· Experience of resource required to deliver similar programmes 


· Advise RSSB on how any prioritisation mechanism can be rolled out and understood by everyone at RSSB
· Production and rollout of business cases
· Adapting the business planning timescales to allow for business plan prioritisation 
· Consider how this could be managed within RSSB’s everyday processes and where responsibility lies

Deliverable

Through the work of the successful supplier, the RSSB Executive will have in place a clear and robust mechanism for prioritising one work programme over another. This mechanism can then be used consistently to compare the value of work programmes throughout the financial year. The proposed mechanism will be acceptable to our membership and understood by staff at RSSB.
4. Project Risks.

Financial Risk
RSSB has a capped budget of £50,000 for this project

Failure of supplier to deliver on time
The project itself has a tight timescale (see milestone and deliverables below) and requires all work to be completed by Friday 21st April. Update timescales now that the board meeting will be in May/June

Resource allocation
Availability of essential RSSB employees for advice and feedback during the fieldwork stage of the project. The supplier must have properly plan and a flexible approach to mitigate the risk of availability and involvement of RSSB staff for the project.

Understanding
Whilst the RSSB business model is not unique, it operates differently to conventional companies, charities or other public sector organisations. Any resource the supplier uses to carry out this project must adapt to this. 

5. Project Deliverables

Evaluation of Existing Business Model
 
Scope of work

The successful supplier will be required to evaluate RSSB’s existing member funded-business model and the current risks to financial sustainability in Control Period 6 (2019-2024) and beyond. 

Deliverable

RSSB will be better informed about the level of risk in the current financial model with regards to providing financial sustainability to RSSB. The successful supplier will have highlighted to RSSB the specific areas of the business model that are high risk and will have proposed possible amendments to the assumptions used in existing forecasting of reserves.
 
Review of Existing RSSB Members Levy 

Scope of work

Consider the existing control period levy and review alternative options for providing sustainable membership income into CP6 and beyond, ensuring that any suggested options properly considers the relationship between RSSB and its Members:



Deliverable

Through the work of the successful supplier, RSSB will have a better understanding of the value of the existing membership levy when measured in terms of risk and reward. 

Based on the detailed work carried out by the supplier, RSSB will also be supplied with a number of evaluated options for alternative funding models to secure Member income to the end of CP6 and beyond.

A commercial model for RSSB

Scope of work

Consider how RSSB could capitalise on any commercial opportunities, both through its existing products and services as well as other future ventures.  
 
Deliverable

Through the work of the successful supplier, RSSB will be able to properly weigh up the risk/s involved with moving towards a more commercial model to market its products and services.

Based on the detailed work carried out, RSSB will also be supplied with several options for commercial modelling which can be further discussed by the RSSB Executive and the RSSB Board.

Attracting and allocating additional grant funded income 

Scope of work

Consider how RSSB could best attract and allocate additional grant funded income for ring-fenced activities, including  mechanisms for securing additional funding
 
Deliverable

Through the work of the successful supplier, RSSB will be clearer about the requirement for additional funding and will have been presented with a sustainable mechanism for securing funding.

Prioritising its work programme

Scope of work

Offer options on tools to help RSSB prioritise its work, based on successful models used in other membership organisations and similar companies 

Deliverable

Through the work of the successful supplier, the RSSB Executive will have in place a clear and robust mechanism for prioritising one work programme over another. This mechanism can then be used consistently to compare the value of work programmes throughout the financial year. The proposed mechanism must be acceptable to our membership and understood by staff at RSSB.
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6. Budget and Timescales
Budget: Max £50,000

The disclosure of the budget and timescales should be discussed as part of the procurement strategy with Supply Chain.

Key dates:

· Start Date: 				27th March 2017
· Interim report				14th April 2017
· Final Report and closing meeting:	21st April 2017
· Report Internal Analysis			24-27th April 2017
· Submission to Board 			28th April 2017
· Board Workshop			4th May 2017
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