DERBY CITY COUNCIL

COUNCIL MEETING

©\,L; 18 November 2009 DOCUMENT 13

Report of the Corporate Directors
Regeneration and Community, Resources,
and Corporate and Adult Services

WORLD CUP 2018 (or 2022) - HOST CITY SUBMISSION

SUMMARY

1.1

To endorse officers’ approach to the preparation of the final World Cup Bid
documents, and approve the content of Derby’s World Cup Host City Bid.

RECOMMENDATION

2.1

2.2

2.3

2.4

2.5

To authorise the Chief Executive and Director of Corporate and Adult Services to sign
the Host City Agreement and the Intellectual Property Rights Assignment Agreement
on behalf of the Council.

To authorise the Chief Executive to issue a Letter of Comfort to Derby County
Football Club regarding the Stadium Agreement as described in para 4.5.

To authorise the Chief Executive to issue Letters of Comfort to the Training Ground
owners regarding the costs associated with implementing the Venue Specific Training
Site Agreements.

To agree the payment of £250,000 in financial year 2010/11, to the FA, as a
Host City contribution to the costs of promoting the bid to FIFA and authorise the
Chief Executive and Director of Corporate and Adult Services to sign the
necessary agreement with England 2018.

To submit a bid to the FA, comprising the bid document, Host City Agreement,
Intellectual Property Rights Assignment Agreement, and the Venue Specific Training
Site Agreements.

REASONS FOR RECOMMENDATION

3.1

The bid has to be submitted to the FA by 26 November 2009.




SUPPORTING INFORMATION

4.1

4.2

4.3

4.4

4.5

Our report to the Special Council Meeting of 4 November 2009 (copy attached)
described the process of bidding to be a Host City for the FIFA World Cup, the
content of the bid, and the requirements and timetable. Members approved the
following:

. Agreement in principle to the Council signing the Host City Agreement.

. Agreement in principle to the Council signing the Intellectual Property Rights
Agreements contained in the FA’s Invitation to Qualify.

. Completion of discussions with the Training Ground owners to enable them
to sign the Training Ground Agreements with the FA and FIFA.

. Progressing discussions with Derby County Football Club (DCFC)
regarding the Stadium Agreement, to enable the Football Club to sign this
agreement, and bring back a report to Council on 18 November.

The FA have issued a number of circulars which give the detailed guidance for the
content and submission of our bid. This requires the above agreements to be
further endorsed by the Council as full and binding approval. This explains
recommendation 2.5 above.

Officers have had discussions with the Football Club regarding the costs of the
stadium, and potential sources of revenue and other finance to meet the £26.2m
estimated cost of extending and enhancing Pride Park Stadium for the World Cup.
Members will recall that this cost includes a combination of temporary extensions
which would be removed after the World Cup, and a permanent extension to the East
Stand.

Our discussions have included the elements of additional revenue that the Club would
derive from the extension to the stadium, and the elements of that which could be
paid to the Council. These, in turn, could be used by the Council to fund prudential
borrowing towards our part of the stadium’s permanent extension, should the powers
to prudentially borrow still be in place at this time in the future. The Council’s element
of the permanent extension could be some form of leisure or sports facility, linked to
our emerging Leisure Strategy, or some other form of compatible and legitimate
Council use.

DCFC have asked the Council to underwrite the £26.2m estimated costs of
extending and enhancing the stadium, and to do this in the form of a legal
agreement between DCFC and the Council. We would not recommend the Council
do this in view of the scale of the potential financial obligation this would impose on
the Council. However it may be that a suitably worded letter of comfort from the
Council would enable DCFC to execute the Stadium Agreement. Such a letter of
comfort would confirm the Council’s willingness to continue discussions with DCFC
in a spirit of reasonable co-operation, with the view to the Council making a
contribution to the capital costs of extending the stadium if it can be demonstrated
that there will be sufficient future income to repay the debt.




4.6 The FIFA estimate that the costs of compliance for the Venue Specific Training
Grounds will be no more than £100,000 per venue. These costs have been
included in our calculations, as part of the Host City costs. The Training Ground
owners will expect Letters of Comfort from the Council to confirm that these costs
are covered.

4.7  In one of their most recent circulars (13 November), the FIFA have asked each of
the applicant Host Cities to contribute £250,000 towards the FIFA cost of
promoting the bid to FIFA. This represents an extension of the ‘Invitation to
Qualify’ and failure to submit would represent a non-compliance with the FIFA’s
requirements, which could lead to our bid being rejected. Hence officers are
recommending that this £250,000 be agreed, and taken out of the contingency
element in the £15m of estimated Host City costs, as reported to the 4 November
Council Meeting. This sum would be payable in May 2010 if Derby is selected as
a Host City and will not be refunded if England’s bid is not chosen. The £250,000
could be paid from our General Reserve.

OTHER OPTIONS CONSIDERED

51 None.

For more information contact: Name: Richard Williams 01332 255974 e-mail Cilliam.williams@derby.gov.uk
Background papers: None
List of appendices: Appendix 1 — Implications

Appendix 2 — Summary of Main Unfavourable Terms

Appendix 3 — ‘World Cup 2018’ (Report to Council on 4 November 2009)




Appendix 1

IMPLICATIONS

Financial

1.1

1.2

1.3

1.4

1.5

The costs of the bid have been estimated by officers, including discussions with
FIFA regarding the cost of extending the stadium. Many of these costs are based
on financial models provided by the FIFA and FIFA, which in turn are based on the
experience of previous World Cups.

The costs can be divided into two categories:

. Host City costs and
. Stadium related costs.

Host City Costs

The estimated Host City costs of almost £15m is made up of the estimated cost of
‘Fan Fest’ sites at £2.9m, Live Sites at £600k and other Host City costs at £11.4m.
These costs will need to be borne from the Council’s respective revenue budgets
as they are incurred.

Early estimates suggest the Council could recoup up to £2.8m from commercial
activities such as franchising of food, drink and other outlets at Fan Fest and Live
Sites, and charging admission to Fan Fest sites. Additional income could also be
generated from sponsorship and advertising around the city before and during the
World Cup, and other sponsorship. However, there still remains a significant
shortfall in identified funding for these costs.

Officers will need to have detailed discussions with partners in the sub region,
including neighbouring local authorities, with the FIFA itself, and with Government,
regarding potential funding contributions to the World Cup Programme. We could
also investigate the feasibility of seeking the support of all business rate payers in
the city through new statutory powers to levy a supplementary business rate for
the period between Host City selection and the start of the World Cup. A two
pence supplementary business rate levy, which is the maximum, would raise over
£2.5m of income in each year it was levied.



1.6

1.7

1.8

1.9

1.10

Legal

2.1

2.2

Stadium Related Costs

The preferred stadium enhancement feature, a combination of temporary and
permanent extensions could take the capacity up to 45,000, but reverting to about
38,000 after the World Cup. This is the preferred option of officers because,
although it is more expensive than other options, it does leave the stadium with
additional capacity for ticket sales on match days, and use of the additional space
in the East Stand for revenue generating activities by the Club and other users.
The total stadium costs are approximately £26.2m. The estimated stadium related
capital cost is £17.3m. The majority of this capital cost, £14.75m, relates to the
permanent stand extension. Other capital costs include the required floodlight
upgrade, power infrastructure improvements and a range of enhancements to the
West Stand. The estimated revenue cost is £9m, the majority of which relates to
the temporary stadium extension.

The Council and DCFC are in discussion regarding potential investment by the
Council in the £17.3m capital costs. This could be justified if the Council is able to
make use of the permanent extension facilities after the World Cup. For example,
if part of the extension could be used for community facilities or sporting facilities
that fit with the Council’s existing programmes, and our emerging leisure strategy.

If the £17.3m capital costs can be funded through prudential borrowing, it would
have an estimated annual revenue budget cost of £1.1m. However, if future
Government legislation changed our prudential borrowing powers, the Council
would need to look at alternative funding options, which would have a significant
financial impact on the Council. The £9m revenue costs would have to be funded
from ‘one off’ revenue budgets from either the football club, the Council or
potential partners.

Responsibility for funding these Stadium related costs has not yet been agreed
with Derby County Football Club, although commercial negotiations regarding
other potential income streams are ongoing.

Following further negotiations with the football club, if the Council was able to
agree to underwrite the stadium related costs, it could expect a proportion of the
FIFA World Cup ticket income.

Given the current unidentified funding for both the Host City costs, and Stadium
related costs, there remains very significant financial risks associated with Derby’s
World Cup bid.

As referred to in the report to full Council on 4 November 2009 the Host City
Agreement, like the Stadium Agreement and Training Grants Agreement, is
heavily weighted in favour of FIFA.

The most onerous of the obligations on the Host Cities and those favourable to
FIFA are set out in summary form in Appendix 2 to the report.



2.3

2.4

2.5

2.6

2.7

2.8

2.9

2.10

If FIFA was to enforce their obligations to the full extent possible under the
agreement the Host Authorities would be in a difficult position both financially and in
terms of over reaching their statutory powers.

The position is however ameliorated by a number of factors. Firstly, as stated in the
previous report, the government has given a commitment, should England’s bid be
successful, “to ensure that the appropriate legislation framework is in place to allow
the Host Cities to perform their generic obligations under the Host City Agreements”.

Secondly the Government has given FIFA promises in the form of Draft Government
Guarantees in relation to such matters as safety and security, protection and
explanation of commercial rights that are very similar to some of the obligations the
Host Authorities have given to FIFA.

However the draft guarantees are just that; drafts. Even if they were signed they
could not be enforced by the Host Authorities as they are not party to them. They
therefore provide the Host Authorities with little or no legal comfort in signing the
FIFA agreements. Nonetheless the obligations in the FIFA agreements while
onerous at present will be made less so by the performance by the Government of
its obligations under the Draft Government Guarantees. It is therefore agreeable
that the signing of the Draft Guarantees significantly reduces the risks associated
with the Host Authorities signing the FIFA agreements.

Thirdly as our external legal advisers, Eversheds, have pointed out it is not
necessarily in FIFA’s interest to rely on all their contractual rights in the FIFA
agreement and enforce their termination rights as ultimately in the end FIFA’s aim is
to run a successful World Cup and it is likely to work collaboratively with each
Authority to achieve this.”

Fourthly the Host City Agreement will only become binding when it is signed by all
three parties; the Host City, FIFA and the Local Organising Committee (LOC) and
though the Host Cities will have to sign before submitting their bids (ie before 26
Nov 09) it is understood that FIFA and the LOC will not sign until around March
2013. However all the FIFA Agreements are governed by Swiss Law. That means
that even if the agreement is not legally binding until all three parties sign it certain
pre contractual obligations may arise from a Host City signing.

One of these pre contractual obligations is the obligation to maintain the offer. This
means that under Swiss Law the signing of the contract is effectively an irrevocable
offer to FIFA and the LOC. Eversheds comment that “this should not be overstated
as in the event of a Host City wishing to revoke its signature on the contract it is
likely FIFA would accept such a renunciation and would not force execution of the
agreement.”

However Eversheds add, “were FIFA or the LOC to suffer any losses as a result of
the Host City revoking its offer FIFA or the LOC may seek to recover these from the
Host City.” Obviously the later in the process a Host City withdraws the larger its
exposure to damages is likely to be. In addition clearly any late decision to withdraw
could have a negative impact on the England bid and could cause negative publicity
for the Authority and limit future opportunities to bid for future events.



Personnel

3.1 There are no personnel implications arising directly from this report.

Equalities Impact
4.1  There are no equalities implications arising directly from this report, although the

hosting of the World Cup will include activities that should have an equalities
element and equalities benefit.

Corporate objectives and priorities for change

5.1 If Derby is selected to be a host city for the 2018 World Cup, there will be a huge
opportunity to contribute to all the Council’s current corporate priorities.



Appendix 2

SUMMARY OF MAIN UNFAVOURABLE TERMS IN THE
HOST CITY AGREEMENT

Development of Host City Obligations

1. FIFA reserves the right to unilaterally change the terms of the agreement.

2. The Host Authority must comply with and bear the cost of implementing any
guidelines/directions/instructions issued by FIFA at a later stage.

Absence of Compensation/Liability
3. FIFA and the LOC have the right to terminate the Host Agreement without
compensation if the Stadium Agreement or Host Agreement is terminated for whatever

reason.

4. Inthe event of a match or several matches being cancelled FIFA or the LOC will be
under no obligation to compensate the Host City in any manner.

5. FIFA nor the LOC will be liable for any loss caused to the Host City even if it has been

caused by the formers negligence.

Protection of Commercial Rights

6. The Host City must enact by-laws and regulations to prevent unauthorised third
parties undertaking “Ambush Marketing”.

7. The Host City must appoint staff to assist FIFA in the protection and enforcement of

commercial rights such as media, marketing and intellectual property rights.

8. Host Cities must warrant not to enter into any agreement that would restrict or prohibit
FIFA, LOC or any of their Commercial affiliates, service providers or commercial rights

holders from exercising their rights.



Host City Support

9. The Host City must provide support and assistance to FIFA in relation to the hosting
and staging of the competition.

Controlled Area

10. Within the “Controlled Area” surrounding the stadium where the matches will be
played the Host City must ensure that any advertisements are removed or fully
covered, no sale of food, drink or souvenirs, etc is allowed and that existing permits

and concessions and licences are suspended.

Host City Dressing

11. The Host City must 2 years prior to the World Cup submit for FIFA and LOC written
approval a detailed plan of how it will comply with its “Host City dressing” obligation (ie
comply with FIFA official decoration programme) which the Host City must at its cost

be responsible for installing, maintaining and dismantling.

Traffic Plan

12.No later that 3 years prior to the World Cup the Host City must provide the LOC with
a traffic management plan which it must implement at its own cost and pass all

necessary by laws to implement.



APPENDIX 3

COUNCIL MEETING

= 4 November 2009 ITEM XX
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Report of the Corporate Directors
Regeneration and Community, Resources, and
Corporate and Adult Services

DERBY CITY COUNCIL

WORLD CUP 2018 (or 2022)

SUMMARY

1.1 This report summarises the requirements for Derby to qualify as a ‘Host City’ as
part of England’s bid for the FIFA World Cup in 2018.

RECOMMENDATION

2.1 To agree in principle to the Council signing the Host City Agreement.

2.2 To agree in principle to the Council signing the Intellectual Property Rights Agreement
contained in the Football Association’s ‘Invitation To Qualify’.

2.3  To complete discussions with the training ground owners to enable them to sign the
Training Ground Agreements with the FA and FIFA.

2.4  To progress discussions with Derby County Football Club regarding the Stadium
Agreement, to enable the Football Club to sign this agreement, and bring back a
report to Council on 18 November 2009.

REASONS FOR RECOMMENDATION

3.1 Members need to be aware of the basis and conditions of Derby’s bid and to give
due consideration before approving it, particularly because the Council may need
to fund many of the significant activities and investments outlined in the bid.
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SUPPORTING INFORMATION

World Cup Opportunity

41  The English Football Association - FA - has announced that it intends to bid to be the
host country for the FIFA World Cup in 2018 (or 2022) and has invited cities to bid to
be hosts should England be successful. This report describes the process that the FA
and FIFA will be following, the issues to be considered by Derby City Council and its
partners, and seeks approval for the submission of our Host City application bid
document, subject to full Council approval on 18 November 2009 before submission.

4.2 There are 11 other countries bidding to host the 2018 World Cup, and so it is
important that the English bid is as strong as possible. The Government is keen to
ensure that the benefits of the World Cup are spread as widely and evenly as
possible, but recognises that the geographic distribution of stadia is not necessarily
conducive to this.

4.3 There could be 16 cities preparing bids, some with more than one stadium. The
three East Midlands Cities will each be bidding, with Nottingham promising a new
stadium, and Leicester and Derby each promising extended stadia to meet the
minimum criteria of a 45,000 seat stadium.

4.4 Based on the experience of the World Cup in Germany in 2006, each host city with
one stadium will receive an estimated 150m Euros of income into the local economy
from the World Cup visitors.

The FA Process

4.5 Each Host City has gone through three stages in producing a bid. The final bid has
to be with the FA by 26 November 2009, and must be absolutely compliant with the
format of the FA Invitation to Qualify (ITQ).

4.6 Each bid is expected to describe the stadium, a range of hotels for teams, FIFA,
VIPs and other visitors, training grounds, and a range of other elements to make
up a total bid on behalf of the city and county.

4.7  The FA will then select their potential Host Cities for inclusion in the bid from
England to FIFA, later in December 2009.

4.8 The FA bid to FIFA will be submitted in May 2010. FIFA will announce their
decision on which country has won the bid in December 2010.

Components of the Bid

4.9 There are four key components to the bid, each underpinned by a Legal Agreement.
These are the Host City Agreement, Stadium Agreement, Training Ground
Agreements and Copyright Agreement. It is a requirement of FIFA to the FA that all
of the legal agreements must be signed and submitted with the England Bid to FIFA.
The FA, in turn, are insisting that these agreements are an integral part of a
‘compliant bid’ from a host city.

11




4.10

411

412

413

4.14

415

4.16

417

Host City Agreement

This will be a three-way agreement between Derby City Council, the FA and FIFA.
It confirms all the elements in our bid other than the works to the stadium itself,
and the Council is expected to guarantee that all the items and requirements
described in the bid will be costed and funded by the Council and/or its partners.

As presently drafted this Agreement is heavily weighted in favour of FIFA, and places
some very onerous operational obligations and potentially significant financial
liabilities on the Council. Our concerns cover three main areas; lack of statutory
powers, extent of Council’s potential financial liability and the ability of FIFA to
unilaterally introduce new requirements into the agreement.

As regards the lack of statutory powers the Government is seemingly committed to
introducing a World Cup Bill, if the bid is successful, which when enacted will enable
host authorities to deliver the elements required in the FIFA bid. A letter of comfort
has been received from Government, on this aspect and this is included as Appendix
2 to this report.

The comfort letter also refer to the financial implications of the Host City Agreement
which are dealt with in paragraphs 4.29 to 4.35 of this report, and in the financial
implications in Appendix 1.

Stadium Agreement

This will be between the stadium owners (Derby County Football Club), the FA and
FIFA. It describes all of the requirements for the permanent and temporary extension
of the stadium itself.

Like the Host City Agreement, this agreement is heavily weighted in favour of FIFA.
Derby County Football Club (DCFC) is also looking to the Council to accept some of
its obligations and liabilities and options are currently being explored with the club.
This would be the subject of a separate agreement between DCFC and the Council
and an update position will be provided for Council on 18 November 2009 in advance
of the deadline for submission of the bids by 26 November 2009.

Training Ground Agreements

This is similar to the Stadium Agreement, being signed by the four training ground
owners, the FA and FIFA. There will be a financial requirement to bring these
training grounds up to FIFA compliant standards, estimated by the FA at a cost of
£100k per ground. This is included in our estimates of costs to the Host City.

It is anticipated that the owners of the training grounds will want the Council to

underwrite any cost liabilities. In principle this is acceptable. However it is not felt
necessary, nor may it be practical, to conclude these before 26 November 2009.
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Copyright Agreement

4.18 This is between the Council, the FA and FIFA, and allows the FA and FIFA the
copyright to the content of our bid, for use in the FA bid to FIFA and use by FIFA in
promoting the World Cup if Derby and England are successful.

Derby’s Bid

4.19 The theme of Derby’s bid is ‘Inspire - Invest - Involve’. We have pledged to the FA
that once a fan arrives in Derby they will not have to use their car, because all of the
facilities in our bid can be reached by walking, cycling or public transport. Our bid is
also extremely sustainable because of the location of Pride Park in relation to all
elements of public and private transport.

4.20 The Derby bid has been produced by a range of partners including Derby County
Football Club (DCFC), Marketing Derby, University of Derby, Derby Telegraph,
Derbyshire County Council, and with funding support from emda. The main elements
of our bid are described below. A presentation will be made to Members at the start
of your meeting.

4.21 The FA require stadia of 45,000 seats capacity, to host matches up to the semi final
stage when larger stadia will be required, but Derby is not bidding for these. Pride
Park Stadium has a current capacity of 33,500. DCFC has produced proposals for a
combination of temporary and permanent extensions of the stadium, to meet the
45,000 seat requirement, but leaving the stadium with between 35,000 and 38,000
permanent seats once the World Cup is over. These are described in more detail in
paragraph 4.34. The FA has informed us that, if we are successful, we can expect
four group matches, possibly a ‘round of 16’ match, and possibly a quarter final.
Officers are working on the assumption that Derby would have five matches in total.

4.22 The bid also includes a strong element of ‘legacy’, which describes the impact that
hosting the World Cup would have upon the city. This includes the facilities provided
for the World Cup that would remain afterwards, the increased profile of the city
externally, and the increased profile of football and other sports internally, together
with a health legacy through the encouragement of more people to participate in sport
and exercise.

4.23 Our bid has to include a range of hotels suitable for teams and FIFA/VIPs. The team
hotels will be selected by the FA and FIFA, and we would have to provide a minimum
of three - one for a team hosted in Derby and two for teams coming to Pride Park
stadium for matches.

4.24 We are also expected to provide a range of choice of training grounds, from which
the FA/FIFA will select one per hotel. We are proposing country house hotels outside
Derby, such as the Breadsall Priory, for the three main hotels, expecting city hotels to
then accommodate fans and other visitors. The training grounds are Moor Farm
(DCFC) and the grounds of Burton Albion, Mansfield Town and Chesterfield.

13



4.25

4.26

4.27

4.28

4.29

4.30

4.31

4.32

The bid also includes Fan Fest sites, proposed for Darley Park and the
Racecourse. These will be FIFA accredited, totally secured, locations in which
matches will be screened live on a large screen, and other forms of entertainment
would be provided on non match days and in between matches. Our experience of
the Darley Park Concert has provided a good basis for producing proposals and
costings for both Fan Fest sites, and a proposed programme of events for both.

Live sites are proposed for Cathedral Green and the Market Place. These are not
FIFA accredited, but would be established and managed by the Council and its
partners. They will have screens showing live matches, but a much smaller
entertainment programme than that at the Fan Fest sites.

The Council is also expected to provide ‘City Dressing’, being all of the banners,
advertising promotion for the World Cup, around the city, to give the city a ‘World Cup
Carnival’ feel.

The Council and partners are also expected to provide various types of infrastructure
and in particular a Transportation Plan, including free public transport on match
days.

Costs

The costs of the bid have been estimated by officers, including discussions with
DCFC regarding the cost of extending the stadium. Many of these costs are based on
financial models provided by the FA and FIFA, which in turn are based on the
experience of previous World Cups.

The costs can be divided into two categories:

o Host City costs and
e Stadium Extension costs.

The estimated Host City costs of almost £15m is made up of the estimated cost of
‘Fan Fest’ sites at £2.9m, Live Sites at £600k and other Host City costs at £11m.
These costs will need to be borne from the Council’s respective revenue budgets as
they are incurred.

Based on Germany World Cup experience in 2006, the expected income to the local
economy in Derby from these activities should be in the region of £100m and the
Council could expect to recoup a good part of its £15m host city costs through
commercial activities such as franchising of food, drink and other outlets at Fan Fest
and Live Sites, possibly charging admission to Fan Fest sites, sponsorship and
advertising around the city before and during the World Cup, and other sponsorship
and promotional events.

The Council and DCFC are considering two options for the extension of the stadium.
A wholly temporary extension that could take the capacity up to the required 45,000,
and be removed after the World Cup, with the stadium reverting to 33,500 capacity.
This would cost approximately £19m, and there would be no sustainable return on
investment or benefit after the World Cup.

14



4.33

4.34

4.35

4.36

4.37

Alternatively, a combination of temporary and permanent extensions could take the
capacity up to 45,000, but reverting to about 38,000 after the World Cup. This would
cost approximately £26m, but is the preferred option of officers because, although it is
more expensive, it does leave the stadium with additional capacity for ticket sales on
match days, and use of the additional space in the East Stand for revenue generating
activities by the Club and other users. The estimated cost of the permanent extension
is £17m and the estimated cost of the temporary extension is £9m.

Income

Officers have also started to estimate income to the city and to the Council, but these
calculations are still at a very early stage. Early calculations on the cost of the Host
City element show that the Council and/or the local economy should be able to more
than recoup the £15m revenue cost investment. Officers will need to have detailed
discussions with partners in the sub region, including neighbouring local authorities,
with the FA itself, and with Government, regarding potential funding contributions to
the World Cup programme. This could also include the feasibility of seeking the
support of all business rate payers in the city through the levy of a supplementary
business rate for the period between Host City selection and the start of the World
Cup. A two pence supplementary business rate levy, which is the maximum, would
raise over £2.5m of income in each year it was levied.

The Council and DCFC are in discussion regarding potential investment by the
Council in the £17m permanent extension element of the stadium. This could be
justified if the Council is able to make use of the permanent extension facilities after
the World Cup. For example, if part of the extension could be used for community
facilities or sporting facilities that fit with the Council’s existing programmes, and our
emerging leisure strategy. The Council would expect the seating element of the
permanent extension to be leased to the club on commercial terms at market rates
which would generate an income stream for the Council. The Council could use
prudential borrowing to fund the £17m permanent extension at an estimated annual
revenue budget cost of £1m. The temporary stadium extension would have to be
funded from ‘one off’ revenue budgets.

Benefits to Derby

The key benefit to the city will be financial and economic. The FA hopes that England
will exceed the income derived by Germany in 2006, and in particular hopes that the
number of visitors who stay overnight in English cities can be doubled, as these are
regarded as the most likely source of income into the local economy.

There will also be a huge promotional value to hosting the World Cup, in that we can
use this in promoting the city from the date of announcement through to the World
Cup itself in 2018 (or 2022). This would give the city additional credibility in promoting
to investors and visitors.
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4.38

4.39

The World Cup should also have a social legacy, in that the hosting of people from
countries around the world should help us to improve community participation and
community cohesion. One specific part of Derby’s bid will be the offer to host the
‘FIFA Football for Hope Forum’ and ‘Football for Hope Festival’. The Forum is a
practitioner and researcher event, looking at the ways in which the lessons learned
from previous World Cups can be applied to social and community issues. The
‘Football for Hope Festival’ takes place for one week during the World Cup, involving
32 teams of boys and girls, aged 15 to 18, from across the world, competing in a
facility in a deprived area - our proposal would be for the use of the Racecourse and
the facilities at the Cricket Club, engaging with the Derwent (New Deal) Community.

There will be a health legacy to the World Cup, in that hosting it should enable us to
encourage people to engage in sport and other healthy activities.

OTHER OPTIONS CONSIDERED

5.1

None.

For more information contact: Name: Richard Williams 01332 255974 e-mail richard.williams@derby.gov.uk
Background papers: None
List of appendices: Appendix 1 — Implications

Appendix 2 — Letter from Government (DCMS)
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Appendix 1

IMPLICATIONS

Financial

1.1 As outlined in the report, there are a number of significant financial implications in the
FA/FIFA Agreements, particularly in the Host City Agreement. Officers will continue
to evaluate all these implications in order to provide Council with the most up to date
position on 18 November 2009.

Legal
2.1 14 of the 16 potential applicant Host Cities have jointly instructed solicitors to give
detailed advice on the status of the various legal agreements, and the commitment
that they represent.
2.2 The legal agreements have been produced by FIFA for all bidding nations alike, and
are enforceable under Swiss law, because FIFA is a registered Swiss body. The

implications of this are also being considered by our solicitors, and again will be
reported to Council on 18 November.

Personnel

3.1 There are no personnel implications arising directly from this report.

Equalities Impact
4.1  There are no equalities implications arising directly from this report, although the

hosting of the World Cup will include activities that should have an equalities
element and equalities benefit.

Corporate objectives and priorities for change

5.1 If Derby is selected to be a host city for the 2018 World Cup, there will be a huge
opportunity to contribute to all the Council’s current corporate priorities.
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APPENDIX 2

Sports and Lelsure Tel 02072116078
Directorate Faw 02072116339
2-4 Cockspur Street Jonathan,Hughes@
Londen SW1Y 5DH Culturegslgov.uk

wivw.culture.gov.uk

Chief Executives of Bidding Cities Your Ref
C/O Laura Caton Our Ref
LGA,

Local Government House department for
Smith Square, culture, media
London and sport
SWIP 3HZ 23 October 2009

2018 World Cup Guarantees

Dear Chief Executive,

Following the very constructive meeting of the bidding cities held at the LGA office on 15
October, | am writing, as promised, to address some of the concerns raised by the bidding cities,
particularly in regards to signing off the Host City Agreements. | appreciate timescales are now
pressing for all of us, but also realise your commitment is fundamental to England’s bid, and so
would like to offer you some reassurances which | hope will give you the necessary comfort to
enable you to submit your bids by 26" November, 2009, with the required documents signed.

Central Government is being asked to sign a series of eight guarantees by FIFA. These will be
signed by the Secretary of State for the relevant Department. Officials across Whitehall, co-
ordinated by DCMS, are dealing with the issues that arise from these guarantees, the broad
headings of which are: Visas; Work Permits; Tax Treatment; Safety & Security; Foreign Exchange
Operations; Commercial & Intellectual Property Rights; Telecommunications & IT; and Legal
Issues & Indemnity,

One of the guarantees that Government is asked to sign requires that we confirm the validity and
enforceability of all of the government guarantees, and that we will pass any laws and regulations
necessary for the organisation and staging of the tournament, including those that are needed so
as to meet the full requirements of the government guarantees. Cur officials, working with
England 2018, have locked at what is being asked of Central Government and established that
there are several gaps in existing legislation that will need to be filled in order for us to satisfy the
above requirements and deliver the government guarantees, We understand from the meeting
that some of you were concerned that you could not sign the Host City Agreement under the
current legal framework. However, | would like to assure you that, in accordance with the terms
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of the government guarantees, we will legislate, should England be successful in its bid, to ensure
that the appropriate legislative framework is in place to allow the Host Cities to perform thelr
generic obligations under the Host City Agreements.

In light of this, if there is any particular aspect of the Host City Agreement which raises concerns,
please let us know and we will endeavour to offer the reassurances to enable you to sign the
agreement. Our key focus should be on the generic show-stoppers that would prevent cities from
signing the Host City Agreements. However, if there are issues on a localised level which might
require legislative change, we would also consider these,

Further, | know that the Host City Agreement requires Citles to play their part in the provision

of safety and security measures, facilities and resources in connection with matches held in their
City. However, | would like to confirm that Central Government is required by FIFA to sign

a guarantee, under the terms of which we will be taking the full burden of providing security in
respect of the tournament. Cfficials at the Home office are working with the bid team on drawing
up a concept of how this will work in practice, drawing on experience of hosting other major
tournaments. However, we would like to assure you that Government will meet the costs of
tournament security, other than the costs of security inside the stadium which would normally be
covered by the stadium owners,

At the meeting, the issue of costs was raised. | would like to reiterate that the cost to central
government of the government guarantees will be considerable. The Treasury have made clear
that the costs of the tournament will lie where they fall and we will not be in a position to
provide funding to any of the cities in the event of a successful bid. We will, as discussed, look at

the potential for lottery funding or supplementary local business rates, as well as exploring other
options. However, at this early stage we are unable to give any commitments of additional
funding,

| have seen the letter dated 21 October from Grant Walker of Portsmouth County Council, which
covers the concerns of all Cities, with the exception of London, Manchester and Mottingham {whe
will contact separately). We have noted these concerns and will respond in due course on these
specific issues.

If you have any further issues please could you communicate them through Andy Crump
(andrew.crump@culture.gsigov.uk) and Matt Hull {matthew hull@culture.gsigov.uk) by Friday, 3¢
October. We will look at the issues and endeavour to formulate a response and write to you agair
by Friday 6 Movember, If time allows and if required, we would also be happy to reconvene to
discuss these issues further.

| hope this offers some of the reassurances you need.

Jonathan Hughes
Deputy Director of Sport Sector Team
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