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Foreword

Welcome to the 3rd edition of the Club Licensing
Benchmarking Report in which the governance and
financial development in European club football is
analysed and commented on.

This year’s edition is published amidst one of the most
turbulent financial seasons ever.

Numerous football clubs, including some prestigious ones,
have experienced severe financial difficulties leading to the
losses of top division clubs doubling within one year.

In this context the unanimous consensus among the whole
football family on the newly approved financial fair play
concept becomes key in order to face the anticipated
financial distress that other clubs are expected to suffer in
the future. Keeping costs under control and within
sustainable limits is and will continue to be the clubs’
biggest challenge.

Sustainability of the entire football sector is hence at the
centre of the financial fair play philosophy, aimed at
balancing revenues with expenses and at boosting
investments for the long term health of the game.

This report provides an in depth analysis of the current
situation, allowing national associations, leagues and clubs
to benchmark their performance and all readers to better
understand the context in which clubs across the 53 UEFA
member associations operate.

We would like to thank all member associations, leagues
and clubs who provided their financial information and the
whole club licensing network for their invaluable assistance.

We hope you will enjoy this edition.

Michel Platini
President of UEFA
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Introduction

The last couple of years have been characterised by months
of economic downturn. Despite these uncertainties and
difficulties that have generally affected all sectors of the
economy, football revenues have continued to rise as they
have been to a certain extent recession-proof. In 2009 total
revenues for top division clubs reached the record level
of €11.7 bn.

However, the reality is positive only at a first glance.
A more in depth analysis reveals that clubs have continued
to use long term debts (mainly soft loans) to face short
term spending. The increase in revenues has been
accompanied by a larger increase in costs that has
reduced profitability and contributed to an aggregate net
loss of €1.2 bn., i.e. almost the double of that observed in
2008. More than half of the European top clubs reported
net losses, contributing to this record negative result.

It is therefore no surprise that most of the clubs’ revenues
are absorbed by players’ wages that, together with
players’ depreciation charges, represent the most
significant costs sustained by football clubs. Net transfer
results also fell as a consequence of a lack of liquidity
which resulted in increased financial difficulties for clubs
which rely on transfer income to improve their net result.

At the same time investments in youth football remain low
and clubs, especially those competing in the top leagues,
prefer fielding experienced players (with higher salaries) or
recruiting players trained at other clubs. Consequently
U-22 players appeared in only 12% of the minutes played
by top league clubs while club-trained players have just
appeared in 15%*.

Average match attendance remained either stable or went
down in the majority of domestic championships reflecting
a lack of new investments in an area where only 1 in 5
clubs has direct ownership of its home stadium.

08

This situation has a direct impact on the revenue streams
that can be generated by football clubs. On the one hand
the majority of clubs lack control over what is potentially
their biggest asset and cannot exploit it apart than from
match-days. Remarkable in this sense is the example of
Italy where no club owns its home stadium and match-day
income represents just one-third of those generated by
English clubs. On the other hand football stadiums are far
from being full (only England, Germany and the
Netherlands report a stadium occupancy of more than
80%) primarily because they are old (48% of the stadiums
were built more than 50 years ago) and due to a lack of
modern comforts and facilities.

Financing strategies vary widely between football clubs
across Europe. Such different approaches can be
explained by clubs having to adapt to different legal
environments and cultural differences in the various
countries. Bank borrowings remained stable, partly
reflecting the increasing difficulties in getting access
to new bank credit lines. Interest free loans to finance
short term spending therefore play an increasing role,
although a gradual conversion of those loans into equity
has been observed.

The financial challenges illustrated above are common to
top division clubs across all 53 national associations and
show the global dimension football has acquired in recent
years. Lower down the football pyramid, however, the
situation is even worse and the risk of insolvency and
bankruptcy is much higher than in top divisions.

In this context the phased implementation of the new
UEFA Club Licensing and Financial Fair Play Regulations is
aimed at encouraging clubs to better manage their cost
structure achieving a sustainable balance between
income, spending and investments. If the new regulations
were applied today, several clubs would fail to comply with
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the new rules, in particular the break-even rule which is the
cornerstone of the financial fair play concept. It is therefore
important for clubs to start to adapt their long term
strategies very quickly because their actions today will
have an impact on their financial results tomorrow.
Improving standards in governance is the overall objective
pursued by UEFA and the new requirements support this
aim. In addition to the financial fair play requirements other
equally important measures have been adopted, such as
the obligation for clubs to disclose spending on agents’
fees; the obligation for clubs to disclose the identity of the
ultimate club owners and the obligation for clubs to
appoint a supporter liaison officer to improve and manage
the relationship with the fans.

It is hoped that all of these initiatives, which are foreseen
by UEFA for its own competitions, will result in similar
measures and additional requirements, such as the
introduction of squad size limits, being adopted at
domestic level in order for the respective benefits to be felt
throughout football.

The implementation of the new rules will represent a huge
challenge for several clubs. UEFA nevertheless is
convinced that only by dealing with the current difficulties
in a systemic way, will fair competitions be ensured
and financial discipline and stability in the long term
be enhanced.



Context of the report

The report is structured in seven chapters that follow a brief section illustrating main highlights:

Chapter 1 - Club Licensing and European
Governance Profile:

Chapter 2 - Competition Profile of European
Club Football:

Chapter 3 - Long-term Investment and Development
Profile of European Club Football:

Chapter 4 - Financial Profile of European Club
Football — Income:
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Chapter 5 - Financial Profile of European Club Football —
Costs & Profitability:

Chapter 6 - Financial Profile of European Club Football —
Assets, Debts & Cashflows:

Chapter 7 - Financial Profile of European Club Football —
Preparing for Financial Fair Play:
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Club licensing & other governance
‘ The number of club licences granted (left) and refused 779
(right) for the UEFA seasons 2004/05 — 2010/11. ‘
27 The number of clubs sportingly qualified who have not met the minimum licensing ‘
‘ requirements and hence been refused entry to UEL or UCL (left) and the total 55
number of sportingly qualified clubs who did not meet the minimum licensing
requirements who were refused entry to the UEL, UCL and UIC (right).

1 The number of countries with some type of domestic licensing or
5 financial control system in place, up from 43 two years ago.

0 ‘ The percentage of sampled top divisions using some form of squad
80 /0 regulation (size limit, home grown, foreign player, young player).

The percentage of top divisions using some form of collective bargaining agreement.

Sporting results & competition structure

The most common size of European top divisions. In total 733 clubs were represented
in domestic top divisions, the number stable over the last 3 seasons.

The average number of weeks that the transfer window
overlapped the summer break of winter championships.

The proportion of games won away from home,
up significantly from 20% twenty years ago.

The number of repeat winners in top division
championships in 2009/10 compared to 15 in 2008/09.
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Popularity - Attendances

Reported attendances at top division European 1 1 M

domestic championship matches in 2009/10 season.
following on from the same percentage which fell in the previous season.

Top divisions that reported falling attendances in 2009/10 (2009s) j
reported falling attendances in 2009/10 compared to the previous season. |

58%
The percentage of winter championship top division clubs that 680
0%
The average capacity utilisation (percentage of (5
stadium filled) of European top division clubs. 0/0
\
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Investing in the game — Coaching & participation
1 60’000+ ‘ The number of coaches that have obtained UEFA

recognized coaching qualifications.
43‘ The number of UEFA member associations at the PRO level coaching
convention membership (left) compared to the number 5 years ago (right).

0 The percentage increase in the last 5 years of male youth (left)
5 0 and female players (right).

Investing in the game - Infrastructure

The number of top division European
football stadiums with 30’000+ seating.

47 Y ‘ Average age of top division club stadiums (left)
earS and the number of years since the last renovation (right).

The proportion of clubs that
own their stadium outright.

The total balance sheet value of all club fixed asset
investments (top) compared to the annual amount
spent on player salaries and transfers (below).

The number of European top
division clubs using artificial turf.
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Europe-wide
filnancial results

The number of financial statements on which the
club-by-club financial analysis is based, covering an
estimated 90% of all top division club revenues

— The widest financial study ever undertaken including
a multiple year club-by-club analysis of 750 clubs.

Th rted i fthe 733 | HTF
European (teols?j?vi:ior:n:lﬁgqseir? FYSOOQ. { €1 1 '7 BI" IO n +

The reported costs of the 733
European top division clubs in FY2009.

=T
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Salaries

The reported employee costs (mostly playing staff)
of the 733 European top division clubs in FY2009.

The key ratio Personnel Cost to Revenue increased
from 61% to 64%.

T The inexorable rise in European top division club employee costs reported
8 0 from 2008 to 2009 on the back of the huge 17%+ increase the previous year.

<A The number of clubs spending above 100% of their revenue on wages,
7&3 increased from 55 the previous year.

Transfer market — .

- -
The amount of contracted transfer fees scheduled to ‘ €800 M II I I 0 n

be paid in more than a year, 36% of total transfer fees payable.

The net amount that 10 clubs have still to pay on transfer
fees (after taking away amounts owed to them on transfers).

€100 MI|||0n+

Preparing for financial fair-play

who reported a cumulative 2 year break-even deficit of €30m-+.
460 | Proportion of clubs competing in this season’s UEFA competitions
0 who would be exempt from break-even rule on basis of size.

0 ‘ The proportion of clubs that breached one of the FFP indicators last year and
60 0 hence would need to provide current financial figures and budgets to CFCP.

@ The number of clubs competing in this season's UEFA competitions
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Europe-wide financial position

The reported assets of the 733
European top division clubs in FY2009.

The reported liabilities of the 733
European top division clubs in FY2009.

The reported gross bank debt and commercial loans
of European clubs. Stable from the previous year.

The reported balance sheet carrying value of stadium &
other fixed assets, of which 64% are from just 20 clubs.

Percentage of clubs reporting negative net equity — Debts
larger than reported assets. Up from 35% the previous year.

Percentage of clubs reporting deteriorated net equity position
compared to previous year (after any new owner or investor
funds committed) compared to 44% the previous year.
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Who'’s in charge of fixtures, disciplinary, refereeing & commercial rights?

Where are collective bargaining agreements and standard players’ contracts in place?

Where can you find squad limits, home-grown, foreign and young player rules?

i) BENCHMARKING REPORT FY09 - CLUB LICENSING AND EUROPEAN GOVERNANCE PROFILE
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& O1. New Horizons - How will club
licensing develop in the future?

Seven years on from its start, there is little question that the introduction of the UEFA
club licensing system and its thorough implementation across Europe has contributed
to raising the quality in almost every aspect of off-pitch football club activities.
The club licensing requirements that have been assessed in 4’331 license
applications in the last seven years have for many clubs raised the bar and for all
clubs guaranteed minimum quality levels across a range of criteria. Licensing includes
diverse requirements across legal, personnel, stadium, coaching, youth football,
financial and medical fields.

Whilst club licensing is not the solution to every area that needs improving and some
requirements remain better suited to other regulations such as competition
regulations, the UEFA Club Licensing Committee agreed on 27 May 2010 to broaden
the horizons further.

As already mentioned in the forward and introduction to this report, the financial
monitoring criteria introduced under the moniker of ‘financial fair play’ represents an
extremely significant development, one made possible by the existence of the current
licensing system.

Although probably not as high-profile, the broadening of licensing criteria from 1 June

2011 to include supporter-club relations (article 35) is nonetheless a significant step
in the development of club licensing.

20
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Q) 02. How many clubs have applied and been
granted a licence to enter UEFA competitions?

Every licence applicant club in any of the 53 national
associations has the right to appeal their case to the national
Appeals Body (AB) if they do not agree with the First Instance
Body (FIB) licence decision. In the 2010/11 season 50 clubs
of the 160 clubs who were refused a licence by their FIB
requested an AB decision, representing 8% of overall
applications (same ratio as previous season) and 31% of
FIB refusals.

HIGHLIGHTS | INDEX | <[|[>




Answer: 02|

For the UEFA competition season 2010/11 a total of 611 top division clubs applied for a club licence.
Despite the total number of clubs applying for a licence remaining stable compared to the previous season,
the number of clubs successfully granted a licence decreased to 488 clubs due to 20% of applicant clubs
(123 clubs compared to 110 in previous season) falling short of the minimum licensing requirements.

As was the case in each of the previous 5 seasons, more than half of the 53 national licensors refused a
licence to at least one applicant club with almost a third (17 countries, up from 14 in previous season)
refusing licences to more than 2 applicant clubs.

HIGHLIGHTS | INDEX | <[|[>

The final chart in this Q&A digs deeper into the licensing
results and details the number and proportion of clubs
from different country groupings. These ‘peer groups’ and
their selection basis are referred to later at the start of the
financial analysis.

The chart indicates that it is not just so called smaller
clubs who have been refused licences but clubs across
the financial spectrum including 17 clubs from the 5
largest leagues.
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Q: s Europe is the licensing of clubs?

Domestic licensing for top division
Domestic financial control
No domestic licensing system

No domestic system applied to date but
planned within next 2 years

Answer: 03

HIGHLIGHTS || INDEX | <{|[>




cl c . FIE e O
system and not its financial control system.

2010/11 Decisions by Licensor jOverview of reasons provided for 2010/11 season FINAL refusals

5; 9%

All applications granted by FIB
All applications granted after FIB
1-2 applications refused

Up to half refused

More than half refused
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Overview of UEFA competition places foregone by clubs directly

bd clubs
ed or not admitted)

portingly qualified clubs but not lig

PLUS a further 28 clubs
sportingly qualified for UIC

IN TOTAL 55 CLUBS
FROM 27 COUNTRIES
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NED

BEL
DEN
POR

ERB

AUT
(o745
ESP
FRA
GER
IRL
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NED
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SVK
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BEL
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ESP
FRA
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ITA
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POL
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SVK
SWE

ENG
RUS

TUR

AZE
(012(0)
DEN
FIN
GER
IRL
NED
NOR
POR
SRB
Sul
UKR

GEO
SCO

AZE
(o745
ESP
GER
ITA
NIR
SCO
SWE

ENG*
POL
SRB

AUT

POR
Sul

BEL
DEN
FIN
IRL
NED
NOR
SVK

GEO
RUS*
UKR*

CRO
GRE
ROU
TUR



15; 50% 15; 50%

AZE - CRO - CZE - FIN - AUT - BEL - DEN - ENG -
GEO - GER-IRL-NIR- ESP -FRA-GRE-ITA -
POL - ROU - RUS* - SRB - NED - NOR - POR - SCO* -
SVK - SVN -SUlI SWE - TUR - UKR

Answer: 07

27, 93%

AUT - AZE - BEL - CRO - CZE - DEN - ENG - ESP -
FIN - FRA - GEO - GER - GRE - IRL - ITA - NED -
NIR - NOR - POL - POR - ROU - SCO - SRB -
SVK -SUI - SWE - UKR
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FA Premier League Squad Limits and Home Grown Player Rules

Squad Size Limit

Each team must submit final squad lists
by 5pm on August 31 of the 2010/11
season. Before this date, clubs may
select teams from any of their
registered players.

Home Grown Players
n players are those

Squad Alterations e

Clubs can only make alterations to their
25-man squad within the transfer
window or in exceptional circumstances.
For example, if two out of three
goalkeepers are injured, clubs may be
permitted to bring in a replacement
under specific guidelines.

Non-Home Grown Players

Clubs do not have to name eight home
grown players if they do not have that
many registered, but then they must
operate with a reduced squad size.

Answer: 08
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09. What is the most common size
of top divisions and recent trends?

Answer: 09|

In the most recent season, 2010 for those with summer championships and 2010/11
for those with winter championships, European top divisions range from 8 to 20 teams
with 16 teams being the most frequent structure and 12 teams being the second

most frequent.

In the seven year period of licensing, the number of teams competing in the
top divisions has risen from 707 to 733 and changed in 28 associations (see
separate box).
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Recent and planned changes from last three seasons in size of top division:

CRO:

ISR:
LTU:
MKD:
MDA:

NOR:
SRB:

w

W

Increased from 12 (2008/09) to 16 (2009/10)
& plan decrease to 12 (2011/12)

Increased from 12 (2008/09) to 16 (2009/10)
Increased from 8 (2009) to 11 (2010)
Increased from 11 (2008/09) to 12 (2009/10)

Increased from 11 (2008/09) to 12 (2009/10)
to 14 (2011/12)

Increased from 14 (2008) to 16 (2009)
Increased from 12 (2008/09) to 16 (2009/10)

AZE:
BEL:

BLR:

GEO:

IRL:

KAZ:

LVA:

WAL:

Decreased from 14 (2008/09) to 12 (2009/10) In addition to the countries above, the following also

increased size between 2004-2010:
Decreased from 18 (2008/09) to 16 (2008) ISL: ITA: LUX; POL: ROU: SVK: SWE whilst NiR.

Decreased from 16 (2008/09) to 14 (2009/10)

ALB; EST; HUN;

POR and SVN decreased the size of top division
to 12 (2010/11) domestic championship. In addition some fluctuated

Decreased from 11 (2008/09) to 10 (2009/10) +/-1 mainly due to licensing issues.
Decreased from 12 (2008) to 10 (2009)

Decreased from 16 (2008) to 14 (2009)
to 12 (2010)

Decreased from 10 (2008) to 9 (2009)
returned to 10 (2010)

Decreased from 18 (2009/10) to 12 (2010/11)
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Q:
2009s - 2009/10w attendance
Average |Total estimated | Last Year Largest club Highest v
NA league league average average average club NA
attendances | attendance attendance attendance attendance
GER 42'500 13'005'000 42'565 v 77'248 1.8 SVK
ENG 34'151 12'977'380 35'630 hd 74'864 2.2 SRB
ESP 28'286 10'748'680 28'276 o 78'097 2.8 FIN
ITA 24'957 9'483'660 25'045 h 4 56'195 2.3 BIH
20'089 7'633'820 21'049 A4 50'045 [3{
CRO
BUL
MNE
ISL
MLT
NIR
3'058'776 14'058** | 24'738 . MDA
\[0] 3 8'956 2'149'440 9'812 A 4 17'652 2.0 LTU
UKR 8'943 2'146'320 7'574 o 27'321 3.1 SVN
DEN 8'313 1'645'974 8'814 A4 19'338 2.3 MKD
SWE 7'928 1'902'720 7'787 A 17'436 2.2 GEO
AUT 7'873 1'417'140 9'013 A4 15'343 1.9 ARM
GRE 7617 1'828'080 7'622 h 4 27'464 3.6 LUX
POL 5'247 1'259'280 7'351 A4 10'182 1.9 (AY/.
FRO
WAL
EST
AND
AZE
LIE
SMR
All 53
NA's

Average
league
attendances

7'006
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2009s - 2009/10w attendance

Total estimated
league
attendance

101'343'524

Last Year
average
attendance

7'302

Largest club
average
attendance

17'801

Highest v
average club
attendance




BIH]

>20°000
(12%)
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Answer: 10
An estimated 101 million watched the 11°500 top division

club matches during 2009/10 representing just over 8'800*
fans per match.
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8 11. Are attendances going up or down across Europe?

Average match attendance trend
from 2008s - 2008/09w season
to 2009s - 2009/10w season

>20%+ 4x

+10% - 20%+ 7x

5x

+3% - 0% f 0% - 3%- 4x  4x

-3% - 10%-

Unknown

"Answer: 11

Footnotes: * For BEL & KAZ the average attendances increased b
attendances decreased due to a new league structure.

** For NOR & SRB the average attendances decreased but the ov
due to a new league structure.

Source: http://www.european-football-statistics.co.uk/attn.htm &
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Championship staged during WINTER

Championship staged during SUMMER

HIGHLIGHTS

13x

Season 2010/11w or 2010s

ALB MDA
DEN MKD
FRO MNE
LTU SVK

THREE Rounds

Answer: 12

FOUR Rounds
ARM IRL
AUT LVA
EST SuUI
GEO SVN
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& 13. What are the season and transfer
window timings across Europe”?

In the adjacent diagram, we have mapped one calendar year (June 2010 through
May 2011) to illustrate the timings of the domestic competition seasons and the
two transfer windows. Most European leagues hold their competitions from autumn
through spring but there are 13 countries (mainly due to climatic factors) which
schedule their competitions from spring to autumn. Within these two groupings,
there exists some scheduling differences between the commencement and closure
of the seasons as well as the scheduling of their transfer windows.

According to the FIFA Regulations on the Status and Transfer of Players, there are
two registration periods when players may be registered with a club. The first
period begins after the completion of the season and “shall normally end before the
new season starts” and may not exceed twelve weeks in duration. The second
period “shall normally occur in the middle of the season and may not exceed
four weeks.”

It is interesting to note that in several leagues, the first registration period overlaps
with the start of the season and in a few instances they overlap by more than six
weeks (e.g. CZE, SUI, SVK & UKR). On average, the start of the season overlaps
the "summer" transfer window by four weeks. Another nuance is the congruence
of the mid-season window. Not all winter leagues have corresponding mid-season
windows and leagues with long winter breaks (e.g. CZE, POL, ROU, UKR) tend to
shift their windows by one month into February.

We have included some selected non-European countries due to their importance
in the international transfer market and in particular the transfer windows of ARG &
BRA are of particular note with BRA having a small 4 week window in the busiest
Jul/Aug period and ARG extending this period into September.

Answer: 13|

The majority of European leagues hold their competitions during the winter months
and usually run from autumn through the springtime. Thirteen leagues organise their
championships over the summer months usually from March until November.

The highest transfer activity occurs in Jul/Aug and in Jan when the windows

of “summer leagues” and “winter leagues” overlap.
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ALB 21.08
AND 19.09
AUT 17.07
AZE 17.08
BEL 30.07
BIH 31.07

BUL 31.07
CRO 23.07
CYP 28.08
CZE 16.07
DEN 17.07
ENG 14.08
ESP 28.08
FRA 07.08
GEO 15.09
GER 20.08
GRE 27.08
HUN 30.07
ISR 21.08

ITA 28.08

LIE 17.07

LUX 08.08
MDA 24.07
MKD 31.07
MLT 11.09
MNE 14.08
NED 06.08
NIR 07.08

POL 06.08
POR 13.08
ROU 23.07
SCO 14.08
SMR 17.09
SRB 14.08
SUI17.07

SVK 17.07
SVN 16.07
TUR 14.08
UKR 09.07
WAL 13.08

ARM 27.03
BLR 03.04
EST 09.03
FIN 16.04
FRO 01.04
IRL 05.03
ISL 10.05
KAZ 22.03
LTU 20.03
LVA 10.04
NOR 13.03
RUS 12.03
SWE 13.03

ARG 07.08
AUS 05.08
BRA 08.05
Clv 16.01

GHA 05.09
JPN 06.03
MEX 24.07
NGA 11.09
RSA 27.08
UAE 26.08
URU 21.08
USA 26.03

Winter Season Championships

Jun 2010 Jul2010 Aug 2010

. Off-Season . Transfer Window Outside of Season
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Sep 2010

Oct 2010 Nov 2010 Dec 2010 Jan 2011 Feb 2011 Mar 2011 Apr 2011 May 2011

dow Overlapping S . Season Only

BENCHMARKING REPORT FY09 - COMPETITION PROFILE OF EUROPEAN CLUB FOOTBALL



>

Answer: 14

DENSENGIICERIINOR

Total Number of Different Champions Across Five
Decades for 25 Top Divisions

4; 16%
8; 32%
13; 52%
1960/61- 1970/71- 1980/81- 1990/91- 2000/01-
1969/70 1979/80 1989/90 1999/00 2009/10
ade, representing an average of 4.0 different winners
ore title winners in the 2000s than the 1960s. The
bions in 2008/09.
[Two Decade Comparison in the Total Number of Different Domestic Champions]
B Number of Different Champions From 1960/61 to 1969/7(
B Number of Different Champions From 2000/01 to 2009/1(
ISUBEE [ARSCYPRISCORNSREESULSOUSE S| ERCREEPOLEE-RARHUNSNEDEEAU ISV AL BB SPEE [ UBESVWERBE BPOR
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FIFA added the three-point

rule to its Laws of the
Game in 1995

Despite improvements in refereeing, better transport and
facilities for away teams and more consistency in pitch
conditions, there is still a considerable home field
advantage with 46% of domestic home matches recorded
as wins in 2009/10.

However approximately one-third of games are now won
by the away team compared to 20% 30 years ago and
this has been broadly on an upwards trend since the
start of the 1990s.

Answer: 15

B Percentage of Home Games Won
B Percentage of Home Games Drawn

B Percentage of Home Games Lost
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Football is a simple game and rule changes are few and far
between. When they do arrive they are not always met with
universal acclaim. In this Q&A we celebrate 30 years of the
awarding of three-points for a win, a rule change that had
a positive effect. The 1980/81 season was the last time
that all major leagues in Europe awarded two points for
a win. ENG implemented the rule change beginning in
1981/82 followed by ISR, TUR and NOR later in the
decade. GRE, BUL and IRL began to use the 3-1-0 system
in the early 1990s and then a mass implementation when
FIFA added the rule to its Laws of the Game in 1995.
One striking effect is the decline in the percentage of
games drawn and the increase in goals scored by the
away team.

16. Thirty Years On — How did Three Points for a Win Impact Match Results?

In the neighbouring graphics we illustrate the before and
after impact of the rule change on the percentage of total
draws and on the total number of average goals scored in
a match. Although other factors may contribute to long
term trends*, the short term change before and after
shown in the charts is striking and the principal factor was
undoubtedly the introduction of the three point rule.

Answer: 16|

Evidence shows incontrovertibly that the introduction of
three points for a win encouraged teams to try and secure
three points and thus reduced the number of draws
occurring in the top divisions. Teams also appear to have
become more “attack” oriented as the average number of
total goals scored in a match also increased after the
change. The immediate and across the board improvements
illustrated in the charts have more or less continued in the
years since the three point rule was adopted.

[ HIGHLIGHTS | INDEX | <]|[>




Footnote: * The other rule changes such as the change to the back pass law and general increased time of ball in play may have affected the long term trend. However the
comparison of before and after rule change provides concrete proof that the three point rule had a significant and positive effect (unless your preference is for 0-0 draws).
The sample size analysed for this section consisted of 11 top divisions: ENG, ESP, FRA, GER, GRE, ITA, NED, NOR, POL, POR and SCO. We examined the averages of data

five years prior to the implementation of the three point rule and five seasons afterwards which also includes the season it was first put in place.

BENCHMARKING REPORT FY09 - COMPETITION PROFILE OF EUROPEAN CLUB FOOTBALL
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Long-term Investment and Development Profile
of European Club Football

How big are European club stadiums?

How full were Europe’s stadiums?

How old are Europe’s stadiums and what has been the recent investment?

How comfortable and equipped are today’s stadiums?

What proportion of clubs own their stadium and does ownership correlate to match day income?

How many coaches have obtained UEFA recognised coaching qualifications?

What are the participation rates across Europe?

BENCHMARKING REPORT FY09 - LONG-TERM INVESTMENT AND DEVELOPMENT PROFILE OF EUROPEAN CLUB FOOTBALL
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7%

8%
22%

29%
23%

[Average Capacity Profile European Clubs 2009s - 2009/10W

Answer: 17
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% stadium capacity utilisation

Answer: 18
>80% 3x

50-80%

30-50%

Footnote: * As the attendance data is based on the domestic leagues, the capacity data
is also based on the league capacity and not on the UEFA capacity, which is usually
lower than the do
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Stadium Age

Answer: 19

B Average Age

B Average Renovation

Footnotes: * For example, the way to read the left figures is as follows: GER -
W >50yrs

W [20-50] yrs
W <20yrs
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Average Away

Supporters Away Supporters

. ) Covered
C ty: 1’183
=Y Seating: 58%

Average Covered
Seating: 50%

Average Seated
Capacity: 88%

Footnotes: * Number of clubs per national association playing on artificial turf: BUL 1, FRA 2, FIN 2, GEO 1, IRL 1, KAZ 2,
MLT 1. NED 1. NOR 6. RUS 3. SRB 1. SUI 2. SWE 1 (thi i
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Average Number
of Commentary
Positions: 18

Average Number of
Safety Cameras: 16
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Q: 21. What proportion of clubs own their stadium and does
ownership correlate to match day income”?

Infrastructure is one of the five main categories of criteria in
the club licensing system. The ownership or lease of
stadiums and training facilities has a significant impact
when analysing club football on a financial level and also at
the political level where municipal or state authorities are
able to exert more influence over club football in cases
where they lease the stadium to the club.

At the financial level, an owned stadium is typically one of
the two major assets of a football club and any loans taken
to buy, build or develop the stadium are often a major
liability. On the revenue side of the profit and loss account,
the ownership of the stadium allows clubs to fully exploit
commercial opportunities at the stadium, be it retaining all

Answer: 21|

match day income, exploiting naming rights, fully
benefitting from advertising or sponsorship or developing
other event based income streams such as conferences
or concerts. On the cost side, the difference between
stadium ownership (depreciation over typically 30-50
years and interest payments on financing of stadium) and
stadium leasing (lease charges) depends on the lease
terms available.

Based on the 625 clubs analysed*, 120 clubs in total (19%)
directly own their stadium while 399 (64 %) rely on lease or
rental agreements with state, municipal or other public
authorities. The remaining 17% play in a stadium owned by a
third party**, which means that stadiums are owned neither
directly by the club nor by the public authorities.

On the next page, the chart illustrates that direct stadium
ownership is variable but nonetheless widespread with
between one and four top division clubs in each country
typically owning their stadium.

For the 98 club sample included within the table, gate receipt
income proves to be significantly larger for stadium owners
than for clubs renting or leasing their facilities. In fact, none
of the 12 highest match-day clubs, which come from
separate countries, operated from municipality/state owned
owned stadiums. If we expand this, the top 50 earners
include 16 municipality/state owned, 27 club owned and 7

owned by a third party. Many factors other than ownership
type influence the revenues clubs make from their match day
and commercial activities and the clear correlation between
the two, does not prove ownership increases revenues.
Indeed the ability of clubs to improve their stadium
infrastructure by modernizing and renovating, to make
stadiums more comfortable and personalized to the club and
their supporters are probably the most significant factors.

Although there are some cases of successful cooperation
between authorities and clubs thereby enabling renovations,
upgrades and commercialization, it is probably fair to say
that stadium ownership nevertheless significantly improves
the likelihood that clubs have the opportunity to do this.
Whilst we have analysed only the connection between gate
receipts and stadium ownership models, it should also be
noted that there is a connection between ownership and a
club's ability to maximise other revenue streams by fully
commercialising the stadium and attracting attendances.

50
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Footnotes: * Ownership analysis is based on 625 stadiums across Europe extracted from
the UEFA database and verified with other sources. Further detailed analysis concerns the
TOP leagues and 91 of the 98 clubs.

** Contract with 'third party' refers in most cases to a commercial entity that operates the
stadium for football and other activities. There may be cases where the commercial entity is
a related entity of the club.

***ENG figure includes one club where stadium owned by the municipal authorities but LT
lease treated as a finance lease and included on balance sheet.
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Top League Detailed Profile

NA

Total gate receipt income

(€'000) 208'709

Average gate receipt income
(€'000)

Average Attendances

Direct Ownership

Contract with other party

Contract with municipal
or other authorities
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[ 22. How many coaches have obtained UEFA recognised
coaching qualifications”?

<
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Answer: 22
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Q= 23 What are the participation rates across Europe?

The presented statistics are fully provided in the UEFA publication ‘First Division Clubs in
Europe’ and are based on figures of officially registered clubs/teams/players provided by
the 53 NA’s.

The biggest increase in the 5 year trend is for women (+10%) and girls (+45%) with more
than 350’000 new registered players (+23%). Currently, a total of just under 1.9 million
registered females play football across Europe, with more than 50% of them registered in
GER. Most of the others are concentrated in northern Europe (ENG, DEN, NED, SWE and
NOR). The overall number of registered teams has also increased by 7% with over one
million official football teams playing in 2010. Elsewhere futsal is rapidly growing*
particularly in regions with colder climates with RUS now having 67’000 more players than
ESP (+61%), one of the first countries where futsal was practiced.

54

Participation figures included in the publication also cover other categories such as men's
amateur over-18 players, professional men's players and referees. Although the level of
elite refereeing is certainly improving and the number of professional referees is increasing
at the top end of the game, the total number of registered referees has not demonstrated
the growth witnessed in other areas, decreasing by 12% over the last 5 years. If this trend
continues, it could pose a threat to amateur and youth football. Hence the relevance and
importance of the Respect campaign, particularly those aspects of respect between
players, supporters and referees.

HIGHLIGHTS | INDEX | <]|[>




Answer: 23|

Football has in total more than 23 million registered
players (women, girls, men’s amateurs, youth (boys),
men’s professional, and futsal players), as well as
countless millions of unregistered casual players.

Total registered participation in the last 5 years has in fact
increased by approximately 1 million* players, with the
biggest relative growth areas concerning female, youth
and futsal* players.

Footnote: * Data for futsal were not provided by all associations in 2005. For futsal,
comparison data from 2009 are considered.
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4

Financial Profile of Europe
Income -

STub Football:

Reaching breaking point — Seven signs of financial distress

How can relevant comparisons be made given clubs’ financial size differences?

How much income did European clubs report last year?

What has been the trend in income from year to year?

How do income levels differ between European top divisions?

What are the income differences within European top divisions?

How are the largest clubs spread across Europe?

How balanced are the player spending resources of the largest clubs?

.

What are the most important sources of income for clubs and how does thiswvary?

What are the major domestic TV contracts currently in place?

How closely are financial resources linked to on-pitch domestic and European success?
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Q:

This year’s report represents an evolution on last year’s
report, after positive feedback to last year’s publication.
The financial data that supported the last three reports
together with the analysis presented in the reports
themselves, have played a key role in the discussions held
regarding Financial Fair Play in European club football.
Whereas previously the income, salary levels and
profitability of clubs were available on an ad hoc basis, the
club licensing benchmarking project was able to provide
an in depth and broad picture of the financial state of
club football.

This year the report continues this work by providing more
detailed and more in depth analyses of the financial year
2009. Club licensing is seven years old and seven years of
financial data is available but in particular it is the three
years 2007-2009 of standardised club by club data that
enables better transparency in this year’s report. The
approach taken in the non-financial section of raising, and
attempting to best answer, fundamental questions of
interest is continued. This year’s report expands on a
number of financial areas including:

58

e What are the most important sources of income for
clubs and how does this vary?

e What are the major domestic TV contracts currently
in place?

e How closely are financial resources linked to on-pitch
domestic and European success?

¢ How many and which clubs will have to meet the
FFP requirements?

¢ What are the cumulative losses of these clubs and
what would this mean for break-even assessment?

In addition club-by-club trends are presented across a
range of financial areas for almost 550 clubs that have
played in their top division over both of the last two years.

Whilst last year’s report covering the financial year
ending 2008 highlighted a number of worrying financial
performances and positions, this year’s report covering the
financial year 2009 in the background of difficult wider
economic conditions, provides some serious signs of
financial distress. It’s not all bad and many clubs have
managed to continue reporting healthy financial results but
all-in-all the financial figures make for pretty grim reading.
We start by presenting 7 signs of financial distress:
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Record levels of auditor qualifications

More than 1 in 8 auditors reported in their audit
opinion/conclusion doubts over the club’s continued
existence as a going concern. The figure of 13.7%
represents a significant and worrying increase from the
8.9% in previous year. Once matters other than going
concern are also considered, auditors of more than 1 in 5
clubs (21.7%) reported a material qualification in either the
financial statements or interim financial statements.

Income growth slow down

Football club revenues displayed a remarkable resistance
to the wider economic slowdown and revenue growth of
4.8% comfortably outpaced general eurozone inflation of
only 0.3%. However revenue growth was less than half the
previous year and growth slowed in all major revenue
stream areas.

Employee cost ratio continues to rise

The inexorable rise in player salaries was reflected in the
total wages and salaries paid by clubs in FY09. The key
ratio Personnel Cost to Revenue increased from 61% to
64% with personnel cost growth of 8% more than eating up
all the increased revenues.

Hard pressed owners — Less than half of new
losses covered

With many football clubs across Europe dependent on their
benefactors, it is concerning that club balance sheets
continue to deteriorate. Although net capital injections of
just under €300m were made, this represented only 25% of
the net losses in the year.

Attendances down

Whilst domestic championship matches still attracted
attendances of more than 100 million in the last completed
season and were the envy of other sports, this nonetheless
represented a fall of almost 3 million on the previous year.
Only 2 of the 10 best supported leagues reported increased
crowds, albeit the decreases in some cases were small.

Depressed transfer market - no escape hatch

Transfer activity slowed with an estimated €180m less
spent by the clubs from the TOP 5 leagues in 08/09
compared to 07/08 and a further €100m estimated
decrease in 09/10. This in itself is not necessarily a bad
thing with winners and losers but has considerably affected
those medium sized markets who balance high relative
player salaries with transfer profits to the largest clubs.
This transfer slow down took at least 5% off the profit
margin of the results of FRA, NED, POR, and SCO.

Reported losses almost doubled - All time high

Record losses reported by top division football clubs in
FYO09 representing a 85% increase in net losses. Even more
concerning was the 28% of clubs (including 22% of the
largest clubs with revenue >€50m) that spent €6 for every
€5 revenue.
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Answer: 25

With some difficulty! Whilst all clubs in the long run have
to live within their means, the financial and regulatory
environment in which they have to do this varies, as do
the financial strategies for managing this. There are clearly
massive differences in the scale of top divisions as well as
of football clubs and their finances. It is therefore
necessary to divide the divisions and the football clubs
into smaller groups.

[ HiGHLIGHTS || INDEX | <[| >

The basis of the financial analysis
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€ 11.7bn

M Broadcasting Gate Receipts
Advertising & Sponsorship B Commercial & Other Income

Answer: 26

The 733 clubs of the top division in each NA are
estimated™* to have generated just under €11.7bn
income in 2009 excluding transfers. Clubs from the
second and third divisions, (which generally do not
undergo UEFA licensing and are not considered within
this report) are estimated, using a sample of clubs’
financial statements and attendance data, to have
generated a further €2.5-€3bn.
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"Answer: 27

Total like-for-like revenue increased by
4.8%, going up in 34 top divisions and
down in 19. In € growth terms the
increase was less at 2.8%, going up

i! 24 18 27 13

26 24

Broadcast revenue increased 6.9% with
steady growth reported by all the TOP
leagues, most notably ESP. The timings
of broadcast deals are analysed
elsewhere in the report but FY09 did not
reflect any major new deals.

- 6.9% 6.9%

5.1% A
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31 19

0.9%

33 20

2.5%

Advertising & sponsorship revenues increased in 27
and decreased in 13 top divisions. Strong growth of
more than 10% was reported in 16 countries including
GER, ESP, GRE, ISR, NED, NOR, POR, RUS & UKR.
Overall Europe-wide growth was 6.9% or 5.1% in

€ currency terms.

European gate receipts only increased by 0.9% in
like-for-like terms with 31 leagues reporting increases
and 19 reporting decreases. ITA and FRA reported
growth reversing the trend of the previous year whilst
many LARGE leagues such as POR, SCO & TUR
reported decreased revenues.

Commercial and other revenues** increased 2.5% in
like-for-like terms. These tend to fluctuate the most
within and between divisions since much of the other
income is in short-term discretionary donations.
Nevertheless these types of revenues were reported up
in 33 top divisions.
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TOP 5 leagues with 57 of the 68 clubs classified as TOP coming from ENG (20), GER (14),
bs from 8 different countries that reported revenues in excess of € 50m during 2009.
onsistency as to the make-up of this TOP group with 47 clubs reporting TOP
clubs that reported revenues +/-10% either side of the TOP threshold in 2009.

There were an estimated* 152 clubs from 24 countries across Europe reporting revenues of less than € 350k in 2009. This peer group represents 21% of all
European top division clubs. Clubs in this peer group are usually semi-professional although some from less developed economies are fully professional.
There are 13 countries where the majority of top division clubs were MICRO.

There were 195 clubs (206 in 2008) from 31 countries (28 in 2008) across Europe reporting revenues of between € 5m and € 50m in 2009. This group
represents 27 % of all European top division clubs. Due to the new TV deal and the relatively wide distribution of this money between clubs all top division
ENG clubs were again in the TOP peer group and hence none within this LARGE group.
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TOP (€ 50M-+)
LARGE (€ 5-50M)
MEDIUM (€ 1.25-5M)
SMALL (€ 350K-1°250K)
MICRO (<€ 350K)
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Proportion of Income from Match-day Operations
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Proportion of Income from Match-day Operations
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Answer: 32

On average, the clubs from the majority of divisions still
heavily rely on revenue streams other than broadcasting
and match-day operations. For most clubs, the highest
contributor to income comes from other sources such as
sponsorship, commercial sales and donations. However,
the TOP European clubs are divided between those who
derive more than half their revenues from broadcasting
(82%), those who heavily exploit sponsorship
opportunities (27 %) and those with more balanced
revenue streams (41%).
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33. What are the major domestic TV contracts currently in place?

Footnote: * Source provided by Sports Business Intelligence.
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Answer: 33|

The largest broadcast contracts for domestic
championships are in ENG and ITA. The growth in value
for international rights has exponentially increased for
ENG thus driving up the total value. The sales cycle for
most European domestic leagues is every three or four
years but there are exceptions. The other page lists some
of the nuances surrounding individual league broadcast
rights sales.
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ESP: Clubs individually sell the rights for their league home
games and the Copa del Rey to a third party, which then
centralises the rights and sells them to broadcasters.
Therefore the revenue received by the clubs is for both
league and domestic cup rights. The individual club deals
with the third party differ in duration but the rights sold by
the third party to broadcasters are for a set period.

NED: The league operates its own channel for the live rights
thus making value and duration estimations difficult. In this
case we have used the length of the “highlights” package
as a proxy for the contract length.

POR: As in ESP, individual POR clubs also sell their rights
to a third party, which then sells the rights onto
broadcasters. However, revenue figures are much more
difficult to obtain.

BEL: The league bundles live and highlights rights together
in one package.

GRE: Domestic live rights and highlights are bundled into
one package.

TUR: Domestic highlights are bundled with rights for the
second division and sold to broadcasters.

NOR: Rights are bundled together with rights of the
national team and domestic cup when sold to
broadcasters, thus making estimations difficult.

SWE: Structures the deals similarly to NOR. An agency also
sells the rights on behalf of the SWE national association.
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Answer: 34
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Clubs spending less
than the league average B English Clubs
on personnel expenses Spanish Clubs
Italian Clubs
B French Clubs
German Clubs
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Answer: 34

Again there is a strong correlation between personnel
expenditure and sporting success. Within each individual
league the distribution and range of spending may vary
but the outcomes are similar.
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Financial Profile of European Club Football:
Costs & Profitability

What did clubs spend their money on and how much did this increase?

How much did clubs spend on wages?

What operating profits are clubs generating?

How do transfers impact on profits across Europe?

How do financing, non-operating items and tax impact on profits across Europe?

What proportion of clubs are loss making?
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Q:) 35. What did clubs spend their money on and how much did this increase?

In the last section it was explained that the club licensing
system has significantly increased transparency in the
reporting of football clubs’ income by introducing a
requirement for disclosure of the different types of income.
Likewise on the cost side, traditional financial reporting
requirements often do not provide much visibility on clubs’
operating costs. Again UEFA has used club licensing to
require certain minimum (which are for some clubs
additional) disclosures, such as the separation of transfer
activity income & costs from other operating activities.
From FY2010 this will also include a new disclosure
requirement for agent fees paid. Nonetheless the
presentation of operating expenses varies enormously
between different countries and legal forms, making
comparisons difficult.

°
78

In addition it is often up to the clubs to choose how to split
operating expenses (sales & marketing, youth football,
fixed stadium, variable match day and training costs etc)
and whether to split personnel costs by type (e.g. fixed
salary, bonus, benefits in kind) and between categories
of employee (e.g. players, coaches, administrative
staff, directors).

The analysis in this report therefore concentrates on the
more comparable high level split between employee costs,
other operating expenses, specific non operating costs and
net transfer activity, that is available for all clubs.

[ HIGHLIGHTS | INDEX | <]|[>

Answer: 35|

The 733 clubs of the top tier division in each NA are
estimated to have incurred €12.9bn of expenses in 2009
which was 110% of the €11.7bn income and represents a
9.3% increase on restated 2008 spending levels. In
summary once again all of the 4.8% increased income
generated by clubs was spent plus nearly the same
amount again.

The particular significance of employee costs for
European club football is highlighted, absorbing 64%
of all club revenues plus another 4% in net transfer
costs. Indeed although like-for-like employee cost
growth did not match the extraordinary 18% increase
of the previous year, the reported FY09 costs still
represent an 8% increase on the FY08 figures. Elsewhere
like-for-like operating costs rose by 5.9%, again growing
at a faster rate than revenues.

Both non operating costs and net transfer costs increased
significantly year-on-year having a negative effect on
bottom-line profits as we will see later when we analyse
profits in detail.

‘Non operating expenses’ €473m include net finance costs (4.0% revenue);
net tax (0.5%); less net profit on sale of non-player assets (0.5%).




Qs 36. How much did clubs spend on wages”?

. . " Answer: 36|
The charts below show the percentage of reported revenues paid out as employee costs, in total for each division (column Th ber of divisi here the total ratio i
chart), clubs by division (bottom column chart) and club-by-club across Europe (pie chart). Due to the significance of o e B0 S

) . - e S than 70% increased from 10 in FY08 to 15 in FY09.

employee costs for football clubs, in particular player salaries, the ratio is regularly used as a key performance indicator In total there were at least 249 individual clubs
by clubs. The amount paid to players in salaries is never directly available and hence tables presented in the media from (38%) that reported a personnel cost to income
time to time on ‘the highest earners’ are speculative estimates and to be taken with a pinch of salt. Generally all direct ratio above 70%.
costs to the employer of employees, both player, technical and administrative staff are disclosed together and this is the

Whilst there was some slow down in employee cost
value used below.

inflation the aggregate amount paid still increased 8%
with almost half of all top division clubs (48%) and
For the country by country analysis, at the bottom end SMR clubs (0%) are run on an amateur basis and for one or two more than half (51%) of TOP & LARGE clubs reporting
countries there are still questions as to whether all employee costs are reported as such, these clubs and divisions are at least a 10%+ increase in employee costs.

shaded grey in the charts. More than half the countries had a club report a
clearly unsustainable employee cost ratio above
100%, 73 clubs in total.

Footnote: * As the ratio is purely an indicator and not an exact science, there is no standard definition of what a ‘high’ employee costs ratio is, and for the club-by-club we
have taken 70%+ as a high ratio. The club-by-club figures represent the full sample of 664 clubs from all 53 countries.
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Clubs’ Operating Result as
% Revenue FY09

B >-20% B -10% to -20%
0% to -10% 0% to 10%
B 10% to 20% B <20%

€ Net operating profit margin:
FY08 to FY09

23
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Qi 38. How do transfers impact on profits across Europe?

The column charts below show the net impact of transfer
activity (past and present*) on reported results for the year,
firstly in aggregate by country and secondly within
thresholds by club by country. The pie charts to the right
provide the Europe-wide** picture by club grouped
between thresholds, firstly for transfer activity and

secondly for the combination of net transfer activity and
employee costs as a percentage of revenue. Finally the
arrow chart to the right indicates the proportion of clubs
whose financial results were negatively (red) and positively
(green) impacted by their transfer result in FY0O9 compared
to the previous year FY08.

Footnotes: * ‘Past and present’ — As previously explained most of the clubs in the higher income leagues capitalise player registration transfer fees and therefore transfer fees paid in

previous year’s impact on current year’s profits, hence we refer to ‘past and present’.

** ‘Europe-wide’ — Due to inconsistency/incompleteness in reporting, all the FY09 transfer analysis excludes: ALB, HUN & SVK and includes 624 clubs from 50 countries. The employee
and net transfer cost pie chart excludes SMR clubs as well and covers 609 clubs. The year on year arrow chart is based on the two year results of 564 clubs that were in their top

division both seasons.
*** Estimate figures from agent database website www.transfermarkt.de.
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The transfer system gives football clubs a unique ability to
control their financial destiny, both in rebalancing shortfalls
and utilising surpluses. The state of the transfer market, the
relative buoyancy in market prices and number of active
buyers and sellers, can therefore have a considerable
impact on clubs’ financial results and strategy.

€ Net transfer cost:
trend by club FY08 to FY09
46% - 39%

For most large clubs the net impact of transfer activity in
the P&L in a particular year is not simply the transfers
made during the year, but also reflects transfers made in
previous years. This means it is difficult to directly assess
changes in the transfer market conditions simply by
looking at the financial statements.

A look at an agent website’s transfer market estimations™*
indicates that spending by clubs from the four largest
leagues slowed down by an estimated €180m in the
season 08/09 compared to 07/08. This trend continued
into 09/10 season with a further decrease of €135m
and this should be reflected in the next few years’
financial results.



Answer: 38|

The column chart shows that the transfer system clearly
acts as an important financial solidarity mechanism
towards clubs in nearly all small and medium income
divisions. Transfers improved the bottom line profit margin
by over 10% for 123 individual clubs and 10 aggregate
divisions across Europe in 2009.

However there is considerable evidence of the slow down
in transfer activity compared to the previous year. Across
Europe more clubs (46%) reported worse rather than
improved (39%) transfer results with 15% unaffected
(mainly smaller clubs with no transfer fees). In particular net
income from transfers was lower for the large leagues that
have typically exported players in recent years such as
FRA, NED, SCO & POR with profit margins impacted by
5% or more in all four cases.

Once wages and transfers are combined, more than 200
clubs (33%) reported costs in excess of 70% of revenue
(compared to 29% of clubs in FY08).
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Qi 39. How do financing, non-operating items and tax impact
on profits across Europe?

Answer: 39|

Financing, tax and non operating (FTN) activity had a
significant impact (+/->5% income) on 181 or 32% of the
clubs in the reporting sample. This underlines that any
attempt to assess financial performance of clubs should
look at all costs/incomes that a club must cover.

The prevalence of reds compared to greens in all the three
FYO09 charts indicates that typically the netting of
costs/incomes from tax, gains and losses on financing and
non-operating items yielded a net cost that had to be
absorbed in the results of clubs.

In total the net FTN losses of €470m are higher than the
FYO08 figure of €300m largely due to a small number of
one-off profits on the sale of assets the year before and no
similar profits in FY09. Indeed the year on year comparison
arrows show roughly the same proportion of clubs
improving their FTN result (44%) as worsening (46%). As
per the previous year the large 10.4% aggregate net loss
from these items in ENG is largely due to €221m of net
finance costs, of which just under 60% comes from the
two leveraged buy outs.

Whilst the cases of significant club incomes/gains were
split fairly evenly between asset disposal, finance, tax and
other operating incomes, the significant net
expenses/losses were mainly financing costs (65% of
cases) and tax expenses (20% of cases). Finance costs
are looked at again when we later analyse European

club debts.
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The column charts show the net impact of financing, non-operating and tax activities on reported results for the year, firstly ~ Footnote: *In all cases the colour red and a negative figure denotes a net loss whilst a

. L . . . & positive figure and green represents a net profit from non-operating items. For the year-
in aggregate by country and secondly within thresholds by club by country. The pie chart provides the Europe wide* picture  on-year trend the dark red >-5% represents a negative impact in the non-operating cost
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Q. 40. What proportion of clubs are loss making?
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The charts on this page show the aggregate bottom-line
2009 losses and profits of the 53 top division
championships across Europe and reported results for 664
top division clubs split into thresholds by league.
Whilst football operating profits give an indication of the
underlying contribution from core football activities, the net
profit/loss gives the underlying performance of the club after
including transfer activity, financing and divesting results,
non-operating items and tax. In other words what is often
referred to as the bottom-line.

The full extent of club difficulties is revealed when we look
at the country by country aggregate result. Whereas in FY08
15 of the largest 30 divisions reported break-even or
profits, the reported financial results for FY09 indicate that
only 4 of the 30 divisions broke even (GER, AUT, BEL &
SWE). The proliferation of red (€11-€12 costs for every €10
revenue) and dark red (more than €12 costs for every €10
revenue) underlines that many clubs contributed to the
record €1°179°000°000* of net losses reported by top
division clubs in FY09. This level of net losses represents an
85% increase on FY08.

Once again the fact that greens can be seen in the bottom
chart indicate that although the bottom-line performance of
European clubs as a whole deteriorated significantly, there
were clubs in every one of the 53 leagues that reported
break-even or a net profit. These clubs reported €436m of
net profits in the year, even after a €110m net tax on
these profits.

Footnote: * The €1'179m aggregate losses are estimated from the €1'140m of net losses
reported by 664 clubs that represent 98% of revenue/costs plus modelled results of the
missing clubs. The FY08 net losses reported in last year's report of €578m are restated
to €636m at FY09 currency exchange rates, leading to the calculated 85% increase in
net losses.
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Footnote: ** In a limited number of cases (18 clubs in FY09)
the reported net result was exactly break-even suggesting
the owner effectively contributed to cover losses. If these
are excluded from the light green results then the
percentage of loss making clubs in fact rises to 58%.

The pie chart indicates that 186 clubs (28%) in the sample
reported net losses equivalent to more than 20% of total
revenue and a further 66 clubs (10%) reported large net
losses of between 10% and 20% revenue. In absolute terms
net results ranged from +€41m to -€151m. Again in
absolute terms the 20 largest net profits were reported by
clubs from the following: ITA 5; ENG, GER, NED, & ESP 3
each; BEL, ISR, & RUS 1 each, whilst the 20 largest net
losses were reported by: ENG 8; GRE, RUS & TUR 2 each;
DEN, ESP, ITA, NED, POR & UKR 1 each.

Answer: 40|

More than half of the European top division clubs, 56%**,
reported net losses in FY09 compared to 47% in FY08.
This represents a significant deterioration in one year.

It is notable that the larger clubs (TOP & LARGE) reported
worsening results with 55% reporting net losses compared
to only 37% the previous year. The 56% of smaller clubs
(MEDIUM, SMALL & MICRO) that were loss making was
similar to the 55% the previous year.

Of most concern was the 28% of clubs that reported
spending €6 for every €5 revenue in FY09. Again the
financial pain was spread across all sizes of club with
22% (16% in FY08) of the TOP, 26% (14%) of the LARGE
and 32% (27 %) of smaller clubs reporting these

massive losses.

The 20 most profitable clubs reported €293m profits after
tax in FYQ9, slightly down on the €323m in FY08. At the
other end of the scale 20 Clubs reported net losses of
€875m in FY09, up again on the already massive €793m
losses reported in FY08.
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Assets, Debts

What do we mean by ‘debt’ an

What types of assets and liabilities have clubs reported?

How do balance sheets differ be

What level of transfer debts are owed by clubs?

What did the auditors say about the clubs’ finz

How many clubs have ‘liabilities’ larger than reported assets?
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Q:

The discussion of ‘debt’ in football clubs has never been as
prominent as it has been in the last three years. For people
with a non-financial background it can be very difficult to
decipher what the wider situation actually is and what the
main issues are with ‘debt’ for football and individual
football clubs. Below we try to differentiate between the
different phrases used and meanings of ‘debt’, then
highlight some of the key considerations when analysing
‘debt’ before setting out a more concrete picture of
European football clubs’ finances through analysing their
balance sheets.

Answer: 41|

To understand the ‘debt’ profile of a club requires both
context (in many cases there is a matching asset) and a
deep understanding behind the figures. This is why a
typical set of financial statements includes many times
more detailed notes explaining the financial position
(balance sheet) as it does explaining the financial
performance (profit & loss account).

Whilst most football clubs’ activities are relatively simple
and similar to each other, the financing model they use can
differ significantly as can its ‘liabilities’, the negative part of
the balance sheet, which covers all debts, claims,
payments received but not yet earned and potential losses,
as well as financial obligations that are perhaps more

obviously considered as ‘debts’.

In practice, the term ‘football club debts’ has been used in
many different ways with a great deal of flexibility,
references range from the very broad, totalling all liabilities
that a club has, to the narrow definition of debt financing
either including or excluding interest free owner loans.
For our purposes we use the following definitions:

‘Debt’ — “Amounts owed to people or organisations for
funds borrowed.” Within this definition we include interest

90

41. What do we mean by ‘debt’ and how do we assess it?

free owner or related party loans, sometimes called ‘soft
loans’ although on occasions these are written off and
converted to equity*. Top division club ‘debt’ is estimated
to total €8.2bn (€7.7bn at FY08).

‘Net debt’ - takes the ‘debt’ figure and removes any cash
balances or liquid assets. Top division ‘net debt’ is
estimated to total €6.7bn (€6.3bn at FY08).

‘Liabilities’ — “All financial obligations, debts, claims, and
potential losses.”™” Company balance sheets include
Assets on one side and Liabilities on the other side with the
difference equalling Net Equity (‘positive net equity’ if
recorded assets exceed recorded liabilities and ‘negative
net equity’ if assets are less than liabilities). Liabilities
include: ‘Payables’, amounts outstanding on bills for
products and services received (e.g. invoices for rent);
‘Accrued expenses’, the same but where no bill has yet
been received (e.g. wages earned by staff to be paid at end
of month); ‘Provisions’, estimate of probable losses arising
from previous actions (e.g. ongoing legal case against
club), ‘Deferred income’, payments received for work not
yet done (e.g. season ticket revenue for future matches).
Top division total ‘liabilities’ are estimated at €19.0bn
(€18.2bn at FY08). Liabilities are referred to as short or
long-term with short-term being within 12 months from the
financial year-end.

‘Going Concern’ — “The ability and intention of a company
to continue trading at least 12 months.” Of 599 reviewed
year-end and interim club audit reports, 82 (14%) had an
emphasis of matter or ‘qualified’ audit opinion regarding
going concern (9% at FY08).

To assess the significance of a club’s liabilities, it is
essential to consider not only the amount of liabilities but
also many other aspects (see the non-exhaustive list of
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examples below), some general and some football
specific, which is why the explanatory notes and
commentary to a good set of financial statements include
a lot of detail:

Type of liability/debt: Clearly season ticket money
received in advance is not in itself a bad thing and yet is it
recorded as a liability as the accountants consider the cash
received as not yet being fully earned until the matches
take place. This is a liability but not a debt that will have to
be paid back.

The (secured) assets of a club: A financial loan on its own
can often be linked to an asset or set of assets, so
considering ‘debt’ without considering the assets is not
particularly meaningful. Generally for the lender a debt
secured against assets is less risky leading to better
interest rate terms for the club. The clubs with the most
assets are more likely to be able to attract finance from
debt providers.

Maturity of debt: As a general rule long term debts should
be matched to long term assets and vice-versa with short
term items. The full picture of the timing of debt repayment
and payments due on other liabilities together with the
financial resources available for the clubs is needed to
assess the risk of debt default or overdue liabilities. This is
why club licensing requires the submission of budgets.

Differing accounting treatments: Under club licensing,
clubs’ financial statements have to be prepared on the
basis of the same accounting principals. Nonetheless
specific treatments, or accounting interpretations can
differ. For example some clubs record significant deferred
tax assets in their balance sheet to reflect the theoretical
future benefit from previous losses (can be set off against
future profits to be tax free), whilst other accounting



jurisdictions only allow these assets if it can be proved that
future profits are likely. Treatments of agent fees, transfer
fees, signing on bonuses, long term commercial
agreements and more complicated financial arrangements
such as securitisations can also lead to differences
although most of the TOP clubs report under similar
accounting frameworks.

Unrecognised assets and liabilities: The Net equity/Net
assets should not be confused with value of a club. Part of
the reason is that as a general rule accountants do not
allow assets to be included unless their value can be
accurately estimated. Some of the principle assets of a
club such as: a loyal supporter base; reputation/brand,
membership/access rights to lucrative competitions; home
grown players, are not included within balance sheet
assets, since they are extremely difficult to value despite
them unquestionably having a value. These unvalued
‘assets’ tend to be greater for larger clubs. As an
example*™* when Liverpool was purchased in 2007, the
balance sheet Net equity of €53m was estimated to have
a fair value of €197m and in addition the new owners were
prepared to pay an extra €73m (‘goodwill’).

Footnotes: * ‘Debt’ and ‘Net debt’ would usually include all interest bearing borrowings
including hire purchase or finance lease balances — however in this report we exclude
these items due to availability of data since the full notes to financial statements are
needed to extract this data.

**|IFRS International Financial Reporting Standards definition is “A liability is a present
obligation of the entity arising from past events, the settlement of which is expected to
result in an outflow from the entity of resources embodying economic benefits.”

*** Source: Kop Football (Holdings) Limited financial statements 2007.
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Answer: 42

Top division clubs reported just under €20°’500m of
balance sheet assets in 2009 and €19°000m of liabilities
netting to positive net equity/net assets of €1'540m*.

The type of assets and liabilities reported by clubs differ
considerably between countries. 68% of assets were
reported as long term (>12 months) in nature.

The largest asset category was fixed assets with over €5.4bn most of
which was owned stadium and training facilities. This probably
understates the total level of infrastructure as an unknown share of the
€3.5bn+ of ‘other long term assets’ are part investments in the company
owning the facilities and many older stadium facilities have been
depreciated to zero value in the balance sheet.

Since only 19% clubs directly own their stadium outright, it is not
surprising that fixed assets are highly concentrated with 20 clubs
reporting €3'436m of fixed assets. These clubs also reported €3'032 of
gross bank debt illustrating the clear link between long term assets and
debt levels further highlighted later.
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Net bank and third party commercial debt totalled just over €4.1bn
(bank loans €5.6bn less cash balances €1.5bn) remaining at a similar
level to the previous year. Bank and commercial debt of some level was
reported by 64% of clubs™, although the 20 clubs with largest external net
debt accounted for the vast majority €3’191m. These 20 clubs again came
from 9 countries with ENG (8 clubs) and ESP (3 clubs) both prominent.
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ial charge liabilities totalled €1.3bn and these are analysed in
il on the next pages.
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Sample size 13 4 15 5 4 8 7

40%

Transfer Payables as % Revenues FY09

11 6 20 8
ESP TUR ENG SUI POR POL SCO ROU DEN ITA ISR

B GROSS transfer payables as % annual revenue

B NET transfer payables as % annual revenue

7 5 9 5 11 5 15 5 8 9 9 11 6 230
GRE AUT NOR HUN SVK BUL FRA SRB SWE NED RUS BEL CRO ALL
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Transfer Payables FY09

B ST (payable within 12 months)

B LT (payable beyond 12 months)

[coom |
T

Estimated payables non reporting clubs W
Estimated total transfer payables €2'191m

Answer: 44

Non-split reported transfer payables



Latest* club audit opinions/conclusions FY09 Year-end audit opinions/conclusions FY09

2%

6;11%

B Clean audit opinion/conclusion Countries with club(s) reporting
- GC qualification or adverse opinion
Other matter qualification

Countries with club(s) reporting

B Going concern qualification other audit opinion qualifications

B Adverse or disclaimer of opinion Countries where sample clubs
all reported with clean opinions

Overview of club audit opinions by country FY09

Answer: 45

20zxocZ CrrOkEJdJzud<<ocoue JWNYTJZ<<Ww
How > =) 20> CWUDCXONIS>SIDFANIS
R ONa %CD dR2g5z I%gmomojao§wmm“-§<

W Clubs with clean Clubs with non clean audit opinion Ml Club with adverse
audit opinions for matters other than GC or GC qualifications

Clubs where audit
opinion unknown
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Net Equity as % of Assets FY09
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Answer: 46
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Net Equity Position & Movement
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M Net equity srengthened

Net equity unchanged

Answer: 47
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BENCHMARKING REPORT FY09
FINANCIAL PROFILE OF EUROPEAN CLUB FOOTBALL:
PREPARING FOR FINANCIAL FAIR PLAY
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7

Financial Profile of European Club Football:
Preparing for Financial Fair Play

How many and which clubs will have to meet the FFP requirements?

How are clubs currently doing on the break-even rule?

What is the trend of the clubs currently failing to break-even?

How many clubs would currently be required to prepare updated figures?

When are clubs’ financial reporting dates?
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FINANCIAL PROFILE OF EUROPEAN CLUB FOOTBALL:
PREPARING FOR FINANCIAL FAIR PLAY
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Answer: 48

All clubs participating in UEFA club competitions (between
233-235 under current competition formats) will require a
licence granted by their licensor (in most cases the national
association) as they do today.

In addition all participating clubs following on from being
granted a license and granted access to the competitions,
will fall under financial monitoring by the Club Financial
Control Panel (CFCP). This means all 233-235 participating
clubs will be monitored to ensure that they have met their
transfer obligations and payment obligations to their staff
for the first time in July 2011. Clubs above a certain size
will also fall within the scope of the break-even rule
providing break-even historic information. Those low risk
clubs that report a positive break-even result in each year
and pass other risk indicators will not have to provide any
more information.

Those that breach a risk indicator will have to provide
current information and also future financial information
including a future plan for compliance with the
break-even calculation.



Year Data

Scope of simulation
2010/11 UEL & UCL Clubs
Club selection Sample 1 Year

Size 1%
5%

ALL division clubs

UCL/UEL Qualifying clubs I.

UCL/UEL Group Stage
qualifying clubs

1 year data
Just TOP (Big 5) league
clubs B 2 year data

M Not available

101 BENCHMARKING REPORT FY09

HIGHLIGHTS | INDEX | <]|[>




BENCHMARKING REPORT FY09
FINANCIAL PROFILE OF EUROPEAN CLUB FOOTBALL:
PREPARING FOR FINANCIAL FAIR PLAY

49. How are clubs currently doing on the break-even rule?

For the simulation we have assessed the individual club
results of 751 clubs (top row in tables), the majority of
which we have assessed using two years data FY08 &
FY09. Whilst the second row, detailing the results of 231 of
the 234 clubs which qualified for UEFA competition
2010/11, is perhaps the most relevant indication of the
scope and number of clubs that will be assessed, the
composition of UEFA participating teams today and in
2013/14 is likely to vary considerably, hence the reason for
looking at the full sample of top division clubs as well.
The third row further narrows the selection down to the
clubs currently participating in the group stages of the UEL
& UCL (78 of the 80 clubs) and finally we include the clubs
from the TOP leagues (ENG, ESP, FRA, GER & ITA) to
provide some additional context. All charts relate to the
UEFA 2010/11 competition qualifying clubs (second row).

Answer: 49|

The table and chart indicate that 46% of the clubs entering
this years UEFA competitions would have been exempt
from the break-even requirements* but only 2 clubs that
reached the knock-out stage. 7 of the 124 qualifying clubs
within the break-even scope reported cumulative break-
even losses in excess of €45m and when the limit falls to
€30m this increases to 11 clubs. A further 22 clubs
reported cumulative break-even losses of between €5-45m
necessitating some level of equity investments/
recapitalisation before the year-end.

The chart indicates that even on this historic basis in the
non-FFP environment 41% of all qualifying clubs would
take and pass the assessment which equates to more
than 3 out of 4 clubs of those entering break-even

(BE) assessment.

Footnote: * On basis of simulation. In practice we can expect this to reduce slightly in the
3 years between last simulation data and first FFP break-even data due to revenue
growth. Despite economic conditions clubs still reported 5% growth in FYQ9 - If this
average rate continued for the 3 years then we would expect approximately 42%

to be exempt.
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Sample

All Top Division Clubs (751)

UCL/UEL Qualifying Clubs

UCL/UEL Group Stage
Qualifying Clubs

Just TOP (Big 5)
League Clubs

Financial Fair Play Terminology

Abbreviation

Break-even historic (1yr or 2yr) assessment

Rl & RE <€ 5m RI and/or RE
>€5m

Exempt Within the
Scope

‘
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BE surplus BE deficit BE deficit
€0-5m €5-45m

FFP

=1

BE deficit
>€45m




@ 50. What is the trend of clubs
currently failing to break-even?

Answer: 50|

Of the 29 UEFA competing clubs reporting historical break-
even losses in excess of the acceptable deviation (AD), 22
clubs presented worse results in FY2009 than in FY2008.
This trend is consistent with what we’ve witnessed on a
European basis elsewhere in the report and provides some
concern since many football club costs are either relatively
fixed (operating costs) or committed into the future
(salaries). Whilst the 3 years between the last simulation
period data and the period to be assessed under FFP
seems like a long time, the average contract cycle and
transfer length mean clubs from summer 2010 need to
assess the future impact of their contract agreements as
these will potentially (unless player is subsequently sold
before the break-even assessment) impact on the FY12
financial results.
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Sample

All Top Division Clubs

UCL/UEL Qualifying Clubs

UCL/UEL Group Stage
Qualifying Clubs

Just TOP (Big 5)
League Clubs

"Answer: 51

Requires (Indicators) or may require (Ratio’s) Updated Break Even Data

Indicator 1 Indicator 2 Indicator 3 Indicator 4 Ratio 1 Ratio 2

: Worse Break-Even One of
Going Negative  loss in one or Overdue indicators  Wages >70%  Net Debt >

Concern Equity both years Payables breached Revenue  100% Revenue

— e R e e

In total just under 58% of the clubs in Europe (432 from 751) breached at least one indicator and just under 67% breached
either an indicator or one of the ratios. Looking at just this year's UEFA qualified clubs the slightly higher proportion 60% of
clubs breached an indicator (139 from 231) and if we select just the 124 clubs that would have fallen within the scope of
the break-even rule then 63% (78 from 124) breached an indicator and hence would have had to provide current year

financial data.
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Financial & Sporting Year-End FY09

Summer financial year-end
& sporting year-end

Winter financial year-end
& sporting year-end

Summer financial year-end
& winter sporting year-end

Winter financial year-end &
summer sporting year-end

HIGHLIGHTS || INDEX | <{|[>

Financial Year-End FY09

1%

End DEC financial reporting

End NOV financial reporting
End MAY financial reporting
End JUN financial reporting
Other year-end

Answer: 52



BENCHMARKING REPORT FY09
APPENDICES

Appendices

Data sources, explanations of sources & definition of terms

Overview of selected competitive balance measures
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Club Licensing
and European
Governance
Profile

Underlying
source of
financial
analysis

Competition
Profile of
European Club
Football

Long-Term
Investment
Profile of
European
Club Football

Standardised
2010 UEFA
template:
Rationale

Financial
Profile of
European
Club Football:

Income;

Costs &
Profitability;

Assets, Debts
& Cashflows;

Preparing for
Financial Fair

Play
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Average clubs National
Associations/

NA’s

Benchmarking

Peer groups/
PG’s

Typical figure

UEFA
country
ranking/
coefficient

Club licensing
system/ CLS

Financial Fair
Play (FFP)

Countries/
Divisions

Squad limits

Home-grown
player

Club-trained
player

Foreign player
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Benchmarking in club licensing context

Mobilize information for the use of UEFA, Licensors and clubs

Il. Aggregate data & statistics J§ lll. Benchmarked information

Establish club football

Assist operations
profile on European level

at national level

Enable UEFA to underline

Allow licensors to identify
value of CLS

inefficiencies (at specific
clubs and in own

Improve feedback to clubs, market v others)

placing market in context

Allow licensors to facilitate
Underline national and sharing of best practice
HIGH-LEVEL " :
OBJECTIVES football wide market trends (under-over performing clubs)
Improve UEFA's ability to
defend general interests
of sport

Enable clubs and licensors
to narrow information
deficiencies compared to

agencies & service providers
Raise investor confidence

through controlled

Provide clubs & licensors
market visibility

with quality data for
finance providers

First discussed Benchmarking working group meeting October 18, 2006.
Presented at Vienna meeting to all licensing managers in November 2006.

HIGHLIGHTS | INDEX | <]|[>




Standard Deviation of Win Percentage

C5 Index of Competitive Balance

Herfindahl-Hirschmann Index

Persistence

Gini Coefficients and Lorenz Curves

111 BENCHMARKING REPORT FY09 - APPENDICES
[ HIGHLIGHTS | INDEX | <]|[>




Impressum
Production
UEFA

Responsible
Andrea Traverso

Author Contributors
Sefton Perry Stephanie Leach Daniele Bernardi

Acknowledgements and special thanks
The club licensing network, in particular the members of the benchmarking working group

Enquiries
Enquiries and comments to be addressed to Sefton Perry at clublicensing@uefa.ch

UEFA

Route de Geneve 46

CH-1260 Nyon 2 Union des associations
Switzerland européennes de football
Telephone  +41 848 00 27 27

Telefax +41 848 01 27 27

UEFA-cOM

© UEFA 2010 All rights reserved.

HIGHLIGHTS | INDEX | <[>






