Appendix 4

REPORT OF THE STRATEGIC DIRECTOR OF COMMUNITY, HEALTH AND SOCIAL CARE

TO THE BUDGET & SCRUTINY COMMITTEE JANUARY 2007

TRIATHLON 2006

1.
Background

In September 2006 the financial position for the Triathlon event was reported to Budget Scrutiny.  The Report identified an interim position of £56,000 overspend, with further costs and income to be processed relating to the event. 

Budget Scrutiny Committee requested a further report detailing the final position for the 2006 Triathlon event as soon as it was available.

This report meets that requirement.

2.
Triathlon event and Market Evaluation 2006

Salford has a distinguished track record in supporting and promoting Triathlon and has hosted an International Triathlon Union (ITU) World Cup Event every year since 2003.

Salford’s contribution to British Triathlon is widely recognised and appreciated, both in terms of staging an excellent event and in helping to grow and develop the sport.  The British Triathlon Association (soon to become the British Triathlon Federation) is very proud of the event – the UK’s only World Cup Triathlon – it is considered one of the best on the circuit.  UK Sport also recognises and appreciates Salford’s commitment to Triathlon.

Salford’s World Cup Triathlon event is fully evaluated from a marketing perspective and with a view to determining its economic impact.

According to the marketing evaluation of the 2006 event, the Salford World Cup Triathlon generated:

●
£2.36m spent in Salford

●
22,000 spectators

●
A global TV audience of 1 billion in 55 countries

●
Over 750 Age Group competitors

●
Over 200 elite athletes from 34 countries

●
Over 40 top NW business entrants

●
£17.2m of media and PR coverage

●
Over 18 high profile sponsors/funding partners

3.
Triathlon – Primary Financial Strategy 2005

In 2005 a 5 year financial strategy was developed for the period 2006 – 2010 for the Triathlon event.

The strategy adopted a long term view of the Triathlon event, culminating in the prestigious World Championship event in 2010. 

A spending profile was developed, which recognised higher than budgeted net costs to the City Council in the years 2006 – 2009, with a forecast surplus form the 2010 World Championship event. The surplus generated in 2010 was anticipated to be sufficient to recover the  earlier year’s additional costs. Therefore the overall cost to the Council over the 5 years would be within the budget resources allocated for the event. See table below for details.

Primary Financial Strategy - 2005

	
	2006
	2007
	2008
	2009
	2010
	Total – 5 years

	Salford City Council

(Additional Cost) / Surplus 
	£

(51,900)
	£

(69,400)
	£

(119,400)
	£

(6,900)
	£

247,600
	£

0


The table shows that the earlier year’s additional costs would be met from the anticipated surplus of £247,600 in the World Championship year 2010.

In addition to the Primary Financial Strategy, a secondary strategy was developed taking into account the possibility that the World Championship Bid was not  successful. The plan was that the cost in 2006 would be recouped in the following 3 years.

4.
Current Financial Position – Triathlon 2006 

The income and expenditure posted to Salford City Accounts shows an additional expenditure of £126,000. 

This is £126,000 above the budget resource for 2006 and £74,100 above the five year primary financial strategy, which anticipated the additional cost for the 2006 event to be £51,900. 

The main reason for the additional net cost of the event was the reduction in Sponsorship of £75,000. It was a deliberate decision by the Council not to seek a main sponsor for the 2006 event. This was so that the Salford brand could dominate the 2006 event thereby satisfying Salford’s own marketing objectives. 

All other budget areas remained broadly in line with the original 2006 financial strategy and budget plan.

5.
Secondary Financial Strategy 2006 – 2009

In view of the fact that the bid for the 2010 World Championship was not successful, the secondary financial strategy has been reviewed. 

The secondary financial strategy recognises the need to recover the additional expenditure of £126,000 incurred in 2006.

The strategy covers the actual costs for 2006 and estimates for the next three years 2007 – 2009. This is shown in the table below.

Revised Financial Strategy – 2006 - 2009

	
	Actual

2006
	Plan

2007
	Plan

2008
	Plan

2009
	Total – 4 years

	Salford City Council

(Additional Cost) / Surplus 
	£

(126,000)
	£

32,000
	£

42,500
	£

51,500
	£

0


The above table shows that the additional cost of £126,000 incurred in 2006 will be recovered over the three years by targeting the event to produce a surplus of £32,000, £42,500, and £51,500.

6.
Risk Analysis

The secondary financial strategy provides a financial recovery plan for the additional expenditure incurred in 2006.

In order to keep financial risks under review the City is entering into a one year contract to stage the Triathlon, with an option for a further two years.

This enables the City to maintain a rigorous review of the financial position at the end of the year.

7.
Recommendations

That members note the contents of the Report. 
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