


Annex A - Planned expenditure and funding and proposed 2009/10 Budget

The budget for member funded expenditure is proposed at £18.5m for 2009/10
(year 1 of the Plan). £20m is the level that was set as the baseline for price
variations in RSSB’s 2003 constitution agreement. Whilst it can be seen from
section A3 that RSSB is proposing to find savings to achieve this budget, it is
challenging and there are no unallocated surplus funds with which to sustain any
unexpected expenditure. Any reductions beyond those proposed by the company
will only be possible if members are prepared to terminate services that the RSSB
Board (including representatives of all RSSB members) have systematically

considered and approved during the last 15 months.

The following sections illustrate both the historic position and the RSSB proposals

in more detail.
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Annex A - Planned expenditure and funding and proposed 2009/10 Budget

A2.

Planned expenditure and funding over the life of the Plan

This table shows the current year’s approved budget, the sources of funding for the

current year, the proposed budget and funding for 2009/10, and the forecast

expenditure and funding for the Plan period.

£million 2008/09 | 2009/10 2010/11 201112 2012/13 2013/14
Current | Year 1 Year 2 Year 3 Year 4 Year 5
year
budget

Planned £32.15m | £32.00m To be inserted | To be inserted To be inserted To be inserted

following following review following review following review

Expenditure review

P R&D as below R&D as below R&D as below
R&D as
below
Core
Services
. To be inserted | To be inserted To be inserted To be inserted
Funding from | £15.00m; £17.50m following following review * | following review * | following review
Members review * *
£1.00m
£4.45m

Reserves

(see Note 1)

Core R&D £10.00m | £10.00m £9.50m £9.25m £9.00m £8.50m

(see Note 2)

(Funded from

DfT)

Strategic

R&D (see

Note 3)

DfT)

(Funded from

RSSB £1.00m £1.25m £1.00m

reserves)

Funding from £1.70m £1.5m (to be To be agreed | To be agreed To be agreed To be agreed

other sources confirmed by

(CIRAS and CIRAS

New Systems) committee

and Network
Rail
respectively)
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Annex A - Planned expenditure and funding and proposed 2009/10 Budget

Note 1
2009/10 (Year 1 of the Plan) Member-funded expenditure is budgeted at

£18.5m. Reserves of £1.0m will be used to reduce the funding application of

members to £17.5m.

e Member-funded expenditure will be fully funded by members from 2010/11

(year 2 of the Plan) to 2013/14 as all free reserves will have been depleted.

e Average costs per member of staff are predicted to rise in line with RPI plus
1%.

e The Board will oversee a process in which governance groups will review the
relevant services, costs, value and future plans to develop the financial
projections for years two to five of the Plan. This work will be considered by the
RSSB Board in July 2009 and following approval, be presented for members
consultation later in 2009 (2010/11 budget). Please refer to extracts from RSSB
Board meetings in ANNEX C.

Note 2

e DfT provided an indicative budget for Core R&D on 20 May 2008 for the
period of the Plan. Although this does not represent a contractual agreement
between RSSB and DfT the company considers that this represents a
reasonable forecast of research activity and expenditure and is developing its

capability as set out in this plan accordingly.

Note 3

e DfT provided an indicative budget for Strategic R&D on 20 May 2008 for the
period of the Plan. Although this does not represent a contractual agreement
between RSSB and the DfT, the company considers that this represents a
reasonable forecast of research activity and expenditure, and is developing its

resources and capability as set out in this Plan accordingly.

e RSSB contributions from retained funds (which exist because of previous years
research and development expenditure being lower than the funds provided by

the DfT) is conditional on DfT funding its contribution.
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RSSB

Annex A - Planned expenditure and funding and proposed 2009/10 Budget

A3.

Expenditure assessment for Year 1 (2009/10)

The current year (2008/09) member funded and approved budget is £19.45m.
This is split between budgeted staff costs of £13,799K (71%) and non-staff costs of
£5,651K (29%). Forecast expenditure is expected to be £18.45m.Based on current

plans, activities, known factors and the general Plan assumptions, the possible

expenditure budget and funding requirement would be £19.32m as outlined in the

table below. This is an increase of 4.7 % on the current year forecast of £18.45m.

However the RSSB Board, following consideration of the report of the working

group referred to in the Executive Summary, has agreed to seek reductions

Cost Forecast Possible
category funding
required
2008/09 2009/10 | % change | Assumptions
(Year 1)
£000 £000

Staff costs £13,731 £14,459 5.3% Increase to reflect wage
inflation (RP1 @ 4.3%
+1.0%)

Information £1,055 £959 (9.1%) Saving to reflect decision to

Technology Decrease | cease outsourced IT
contract during 2008/09
(July’08); all IT work in-
house in 2009/10

Property £1,618 £1,768 9.2% Increase to reflect approved
office move by 2009/10;
Three offices will be
combined into one;
Increase reflects overall
rents and associated costs.

Sub-total £16,404 £17,186

Other non- £2,046 £2,134 4.3% Increase in line with RPI @

staff costs 4.3%

Total £18,450 £19,320 4.7% Overall increase

through the realisation of further efficiencies (than were already planned) to deliver

a member funded budget of £18.5m . This will involve RSSB effectively absorbing

all inflation in Year 1 of the Plan. There are no bottom up plans to achieve this at

present.
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Annex A - Planned expenditure and funding and proposed 2009/10 Budget

In summary therefore, RSSB is seeking approval from members for Year 1

expenditure of £18.50m representing a reduction of £0.95m on the current year’s

budget.

Forecast Outturn Bottom Up Budget Actual Budget proposed
2008/09 £m 2009/10(Year 1) £m 2009/10 (Year 1) £m
£18.45m £19.32m £18.5m

RSSB

This expenditure to be funded through £1m of retained reserves and £17.5m

members fees.
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RSSB

Annex A - Planned expenditure and funding and proposed 2009/10 Budget

A4  Comparison to the 2006-09 Business Plan

The following table shows the companies’ performance against the forecasts made

in the current Business Plan.

Against an original forecast expenditure of £59.22m , RSSB will have spent

£56.50m, an out performance of £2.72m.

Against forecast member funding of £53.22m RSSB will have received £47.99m —

So RSSB has cost members £5.23m less than was forecast in the approved

business plan (an outperformance of just under 10%). Compared to the plan to

return £6m to members, RSSB has actually returned £8.51m(actual £56.5m less

funding of £47.99m) and achieved a £1m surplus for members at the end of the

current plan period.

2006-2009 BUSINESS PLAN
SPEND FUNDING

£million B’ Plan Actual B’ Plan Actual
2006/07 £19.99 £18.99 £17.99 £17.99
2007/08 £19.74 £19.06 £17.74 £15.00
2008/09 £19.49 £19.45 £17.49 £15.00

(Forecast

=£18.45)
Total £59.22 £57.50 (£56.5) | £53.22 £47.99

Strategic Business Plan 2009-2014
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Annex B - Resources

ANNEX B - Resources

The current established organisation is around 250 posts. Over the life of the Plan
it is expected that there will be an increase in headcount as RSSB continues to
shift from buying in expertise, to providing it, itself. As this is a business case and
companies’ competence driven change it will have no impact on member funding.
As RSSB increases the amount of research done in house, this will increase the
headcount, but reduce the cost of research and enable a choice to be made

between more research or lower funding than would otherwise be the case.
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Annex C - Services in support of our members

(Note that this is an abbreviated list of all the services that RSSB provides. It was used
by the working group mentioned in the Executive Summary. A more detailed list will be
used for the review referred to in the body of this Plan)

Managing Standards to deliver cooperation at interfaces, including

Managing the development and change of RGSs

Managing deviations from RGSs

Publishing RGSs

Development of other documents in the RGS suite - RISs, CoPs, Guidance Notes , Good
Practice Guides

Supporting the development of TSIs and Euronorms

Developing NNTRs and facilitating agreement on NSRs

Providing technical and management support to Standards committees and ISCC

Providing technical and management support to BSI committees

Support to cross-industry technical work including:

Technical and management support to System Interface Committees and TSAG

ERTMS and GSM-R

Information, analysis and reports including:

Safety Management Information System(SMIS)

Providing information and analysis through the Safety Risk Model(SRM)

Providing information and analysis through the Precursor Indicator Model(PIM)

Safety intelligence Centre

Provision of regular safety performance reports in support of members

Provision of information/reports that enable members to meet their obligations to report to the
ORR under requirements of GB and EU legislation.

Facilitate system co-operation between members including:

Co-ordination and co-operation in the area of Health

Development and production of the Railway Strategic Safety Plan

Provide a review of overall system safety and the means by which the industry manages them
to support members in their management of safety.

a)Operational Safety

b) Workforce Safety

¢) Public Behaviour and Community Safety

d) Road Rail risk

e) Sustainable Development

f) Olympic Delivery Authority

Provide Member support services including:

Risk assessment

Learning from Accidents including RAIB Recommendations tracking

Safety Management System

Incident Reporting System

Supplier Assurance

Accreditation Activities

Confidential Safety reporting

Information and Communication

Facilitating the creation, amendment, publication, and promulgation of the Yellow Book

Risk Profile Bulletin

Human Factors

Workforce Development

Provide Research and Development Services in support of the industry

Provision of Research and Development outputs to support the industry
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Annex C - Services in support of our members

Extract from a paper to the RSSB Board on funders review - 30 October 2008

Financial projections to the end of the Plan will be delivered in June 2009 at the
same time as the draft budget for year two (2010/11). The projections will be
guided by RSSB’s governance bodies and RSSB Board providing close scrutiny of

RSSB’s services and costs in the period between now and then.

Extract from the minutes (draft) of a RSSB Board meeting on 30 October

2008 in response to discussion on paper extract above

It was to be hoped that the planned, systematic review by governance groups of
the Company’s 2010/11 budget and five year Business Plan in 2009 would provide
a reasoned and measured approach to achieving the right balance between

services provided and an appropriate level of funding.
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