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DIRECTORS' REPORT

The Directors submit their
report and the audited
accounts of The Liverpool
Football Club and Athletic
Grounds Plc for the year
ended 31 July 2005.

STATEMENT OF DIRECTORS" RESPONSIBILITIES

Company law requires the Directors to prepare financial
statements for each financial year which give a true and fair
view of the state of affairs of the company and of the grofit or
less of the company for that period. In preparing those
financial statements, the Directors are required to:

* select suitable accounting policies and then apply
them censistently;

+ make judgements and estimates that are reasonable
and prudent;

« state whether applicable accounting standards have been
followed, subject to any material departures disclosed and
explained in the financial statements;

s prepare the financiat statements on the going concern
basis unless it is inappropriate to presume that the
company will continue in business.

The Directors are responsible far keeping proper accounting
records which disclose with reasonable accuracy at any time
the financial position of the company and enable them to
ensure that the financial statements comply with the
Campanies Act 1985. They are also responsible for
safequarding the assets of the company and hence for taking
reascnable steps for the prevention and detection of fraud
and other irregularities.

The Directors are responsible for ensuring that the Directors’
Report and other information included in the Annual Report is
prepared in accordance with company law in the United Kingdom.
The Directors intend to publish these accounts on the website
www liverpoolfe.tv. The maintenance and integrity of this
website is the responsibility of the Directors.

Legislation in the United Kingdorn governing the preparation
and dissemination cf financial staterments may differ from
legislation in other jurisdictions.

SUBSIDIARY UNDERTAKINGS AND JOINT VENTURE
Details of the company’s subsidiary undertakings and joint

venture are set out in note 13 to the accounts.

RESULTS AND DIVIDEND

The profit and loss account on page 24 shows a prafit after
taxation for the year of £7,533,000 (2004: loss £18,220,000}.
The Directors do not recemmend the payment of a dividend
and the retained profit for the year of £7,533,003 has been
transferred to reserves.

REVIEW OF THE BUSINESS

The principal activities of the company continyed to be
those of a professional football club and related activities.
A review of the company’s business is contained in the
Business Review.

LAND AND BUILDINGS

In the opinion of the Directors a comparison between cest
and ‘market value of freehold and long leasehold land and
buildings is of no real significance in the context of the
company's operations.

PAYMENT POLICY TO CREDITORS
With respect to the immediately fellowing accounting pericd in
relation to all its suppliers, it is the company's policy:

(il to settle the terms of payment with those suppliers when
agreeing the terms of each transaction;

lii] to ensure that those suppliers are made aware of the
terms of payment; and

(i) to abide by the terms of payment.

Trade creditors at 31 July 2005 represented 24 days of annual
purchases [2004: 23 days). This figure excludes creditors in
respect of player acquisitions for which payment is made on
the date itis contractually due.

EMPLOYEES

Within the bounds of commercial confidentiality, the company
endeavours to keep staff at all levels infarmed of matters
that affect the progress of the company and are

of interest to them as employees.

The company operates an equal oppoertunities policy.

The aim of this policy is to ensure that there should be equal
opportunity for all and this applies to external recruitment,
internal appointments, terms of empicyment, conditions of
service and apportunity for training and promotion regardless
of gender, ethnic arigin or disability.

Disabled persons are given full and fair consideration for all
types of vacancy in as much as the opportunities available are
constrained hy tha practical limitations of the disability. Should,
for whatever reasen, an employee of the company become
disabled whilst in employment, every step, where appropriate
will be taken to assist with rehabilitation and suitable re-training.




The company maintains its own health, safety and environmental
policies covering all aspects of its operations.

Regular meetings and inspactions take place to ensure all
legal requirements are adhered to and that the company is
responsive to the needs of the employees and the environment.

CORPORATE GOVERNANCE

The cempany is not requirad to comply with the principles
recommended in the Combined Code on Corporate
Governance. However the Board supports the highest
standards in corporate governance and has decided to follow
certain provisions set out in the Code.

In addition to the Board of Directors, which is responsible for
developing and implementing the company’s strategy and
policy, two committees have been established, namely a
Remuneration Committee and an Audit Committee whose
purpose and function is described thus:

REMUNERATION COMMITTEE

The committee consists of KEB Clayton, TD Smith and

JD Burns. It considers and determines, on behalf of the Board,
the terms of engagement and remuneration of the company’s
executive Directors. The committee meets when required
during the year, normally on a minimurm of two occasions.

AUDIT COMMITTEE

The committee consists of K EB Clayton, TD Smith

and N White. It is responsibte for reviewing the Annual
Report and Accounts, ensuring compliance with accounting
policies and satisfying itself as to the adequacy of the
campany’s internal financial control.

The committee meets at least twice a year with the external
auditors in attendance.

DIRECTORS’ AND OFFICERS’ LIABILITY INSURANCE

During the year the company has maintained cover for its
Directors and Officers and those of its subsidiary companias
under a Directors’ and Officers’ liability insurance policy.

INTERNAL FINANCIAL CONTROL

The Beard has overall responsibility for the system of
internal financial control which is designed to provide
reasonable assurance against material misstatement or loss.
The key procedures which have been established that are
designed to provide effective internal financial control are:

* Financial reporting within a comprehensive system of
budgeting and forecasting and detailed periodic review
of actual results with budget.

* Pracedures for the appraisal, review and autharisation

of capital and other expenditure.

» The Directors have put in place an organisation structure
apprepriate for the size of the company with defined lines
of respensibility and delegation of authority where the
Board considers it necessary.

POST BALANCE SHEET EVENTS

Since the year-end the company has sold Milan Baros,
El-Had]i Dicuf and Josemi for total fees amounting to

£13,845,000. The club has acquired the registraticn of

Jan Kromkamp for a fee of £4,345,000.

DIRECTORS
The Directors in office in the year and their interests in the

share capital of the company were:

ORDINARY SHARES (Number Held)
21 July 31 July

2005 2004
D R Mogres 17,923 17,923
N White FSCA 223 223
T D Smith 2564 264
K E B Clayton FCA 25 25
R N Farry BSc FCA [Executive] 10 10

J D Burns - -
L A Wheatley FCA [Executive) - -
J H Cresswell BSc ACA - -

The ordinary shares held by KEB Clayton and R N Parry are
held as nominee for DR Moores. B R Mgores and T D Smith
retire by rotation at the Annual General Meeting and are

eligible for re-election.

AUDITORS

On 23 May 2005, PKF transferred their business to

PKF [UK] LLP, a limited liability partnership. Under section
26(8] of the Companies Act 1989 the company consented to
extend the audit appointment to PKF (UK] LLP from 23 May
2005. Accordingly, the audit report has been signed in the
name of PKF [UK] LLP.

PKF [UK] LLP is eligible for re-appointment as auditor to the
company and a resolution proposing its re-appointment will

be proposed at the Annual General Meeting.

By order of the Beard‘:‘
W B Morrison
Secretary

12 January 2006
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AUDITORS" REPORT

Independent auditors’
report to the members of
The Liverpool Football Club
and Athletic Grounds Plc for
the year ended 31July 2005.

We have audited the financial statements of The Liverpecol
Football Club and Athletic Grounds Plc for the year ended
31 July 2005 which comprise the Profit and Loss Account,
the Balance Sheet, the Cash Flow Statement and the
related notes,

These financial statements have been prepared under the
accounting policies set out therein.

This report is made solely to the company’s members as

a body, in accordance with Section 235 of the Companies Act
1985. Our audit work has been undertaken so that we might
state to the company’'s members those matters we are
reguired to state to them in an auditers’ report and for no
other purpose. To the fullest extent permitted by law, we do
not accept or assume responsibility to anyone other than the
company and the company's members as a body, for our audit
work, for this report, or for the opinions we have formed.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS

AND AUDITORS

The Directors’ responsibilities for preparing the Annual
Report and the financial statements in accordancea with
applicable law and United Kingdom Accounting Standards are
set out in the Statement of Oirectors’ Responsihilities.

Our responsibitity is to audit the financial statements in
accordance with the relevant legal and regulatory
requirements and United Kingdem Auditing Standards.

We report to you our opinicn as to whether the financial
statements give a true and fair view and are properly
prepared in accordance with the Companies Act 1985.

We algo repart to you if, in our opinion, the Directors’ Report
15 not consistent with the financial statements, if the
caompany has not kept proper accounting records, if we have
not received all the information and explanaticns we require
for our audit, or if information specified by law regarding

Directors’ remuneration and transactions with the company
is not disclosed.

We read other information contained in the Annual Report
and consider whether it is consistent with the audited
financial statements. This other information comprises
only the Directors’ Report, the Chairman’s Statement,

the Business Review and the Financial Highlights.

We consider the implications for our repart if we become
aware of any apparent misstatements or material
incongistencies with the financial statements.

Our responsibilities do not extend to any other information.

BASIS OF AUDIT OPINION

We conducted our audit in accordance with United Kingdom
Auditing Standards issued by the Auditing Practices Board.
An audit includes examination, on.a test basis, of evidence
relevant tc the amounts and disclosures in the financial
statements. It also includes an assessment of the significant
estimates and judgements made by the Directors in the
preparation of the financial statements, and of whether the
accounting policies are appropriate to the company’s
circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as te obtain all the
information and explanations which we considered nacessary
in order to provide us with sufficient evidence to give
reasonable assurance that the financial statements are free
from material misstatement, whether caused by fraud or
other irregularity or error. In forming our opinion we also
evaluated the averall adequacy of the presentation of
information in the financial statements.

OPINION

In our opinicn the financial statements give a true and fair

view of the state of the company’s affairs as at 31 July 2005
d of its profit for the year then ended and have been
operly prepared in accordance with the Companies Act 1985.

AV

PKF [UKYLLP

Registered Auditors

Liverpoct, UK

13 January 2006
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PROFIT & LOSS ACCOUNT

for the year ended 31 July 2005

Operations Player 2005 2004
excluding amartisation Total Total
player and
amortisation trading
and trading

Notes £°000 £'000 £000

Turnover including jeintventure . . .......... .. ... .... 122,413 - 122,413 92,349
Share of turnaver of jeintventure ............... ... .. (1,359) - (1,359) (773
Companyturnover. ... .. . ... i i 2 121,054 - 121,054 91,576
Costofsales. ... ..o vt oanenn. e (14,299) - (14,299} [13,164)
Grossprofit. ...... ... ... .. ... ...l 104,755 - 106,755 78,412
Qther operatingincome. .. .............. . ool 3 354 - 354 293
107,109 - 107,109 78,705

Administrative expenses befare exceptional costs. ... ... 4 [81,950) (24,250) (106,200)
Administrative expenses - exceptionalcosts ... ..., ... . 5 (2,500) - 12,500}

Total administrative expenses . ...................... (84,450) (24,250) (108,700} [99,595)
Operatingloss ......... .. ... .. ... ... ... ... 22,659 {24,250) {1,591) (20,890)
Profit on disposal of players’ registrations . ............ - 12,667 12,647 415
Profit/(loss) before interest and taxation .. ............ 22,659 (11,583] 11,076 [20,475]
Interest receivable and similarincome ..., ... ... .. ) 117 51
interest payable and similar charges. . ................ 7 (1,730) (1,479
Profit/(lass) on ordinary activities before taxation ... ... 9,463 (21,903)
Tax on profit/lloss] on ordinary activities. .. ......... ... ¢ (1,930) 3,683
Profit/(loss) for the financialyear ............... ... 21 7,533 (18,220]

All amounts relate to continuing operations,

There were no gains and losses other than as stated above.




BALANCE SHEET

as at 31 July 2005

Notes
Fixed assets
Intangibleassets ....... .. ... ... . L il 10
Tangibleassets. . ... ... i M
Investments . ... . .. . e 13
Current assets
Stock ... 14
Debtors ... o 15
Cashatbankandinhand ........... ... ... .............
Creditors - amounts falling due within oneyear ......... .. 16

Net current liabilities . ......... .. .. ... ... . ... .. ... ..

Total assets less current liabilities .. ... .. ... ... ..... ..

Creditors - amounts falling due after mare than one year ... 14

Provision for liabilitiesand charges ..................... 17

Netassets . ..................... F

Capital and reserves

Calledupsharecapital ............ ... ... ............. 20
Share premium account ........... ..o 21
Profitand lossacecount . ... ... ... .. o L 21
Shareholders funds ........................ ... ....... 22

Appreved by the Board on 12 January 2006

and signed on its behalf by:

£000

1,283
21,905

678
23,866

(69,649)

2005 2004
£000 €000 £000
80,105 58,744
36,811 39,458
3 3
118,919 98,205

1,732

11,240

254

13,226

(56.141)

(45,783) (42,915)
71,136 55,290
125,081) 119,684)

1,918) -
43,139 35,606

17 174
32,882 32,882
10,083 2,550
43,139 35,606




CASH FLOW STATEMENT

for the year ended 31 July 2005

2005

2004

Notes £'000 £°000
Reconciliation of operating loss
to net cash inflow from operating activities
Operating oSS <. .\ttt (1,591) 120,890
Bepreciation charges ... .. ... . 3,728 2512
Anfield Stadium additional depreciation. . ... .. ... ... 5 - 3.500
Transfer of deferred credits to profitand lossaccount. . ... ... ... .. ... ... (128) (139)
Profit on disposal of tangible fixed assets ... ...... ... .. ... ... ... .. ... .. ... (249] (317
Arnortisation and impairment of players’ registrations. . ....... ... .. oo L 24,250 17,286
Decrease in stacks . e 449 293
Increase in deblors . ... e (10,1071 [1,717)
Increase in creditors . . 4688 11,920
Net cash inflow from operating activities. .. .. ... ... ... .. .. 17,040 12,448
CASH FLOW STATEMENT
Net cash inflow from operating activities ............ ... .. ... ... . ... .. ... 17,040 12,448
Returns on investments and servicing of finance . ................... ... ... .. ... 23 (1,511) {1,388)
Taxation ............. e e e 1,863 [1,035)
Capital expenditure . . . ... .. s 23 (19,149) (6,142
Cash {outflow)/inflow before financing........ . ... .. ..o i (1,757 3,843
=TT T T 23 (2,275) . 14,796)
Decrease iNCash. .. ... . . e [4,032) . (933
Reconciliation of net cash flow to movement in net debt (note 24)
DeCrease iN CASN . .. oo 14,032} (933]
Cash outflow from decrease in bank borrowings ........ ... ... . ... .. ... . 1,906 4,467
Repayment of finance leases and hire purchase contracts .................... ... ... 369 329
Change in net debt resulting fromcashflows . .............. ... .. .......... .. ... (1,757 3,863
New finance leases and hire purchase contracts . ....... ... ... ... .. .. ... .. - {382]
Mavement in net [debt)/ffunds inyear . ... . 1,757 3,481
Netdebtat 31July 2004 . . {15,384) (18,865)
Netdebt at 31 July 2005 . .. .. ... . .. .. . 117,141) (15,384)




NOTES TO THE ACCOUNTS

for the year ended 31 July 2005

1. ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of the financial statements are as follows.

1.1 Basis of accounting

The financial statements have been prepared under the historical cost convention, and in accordance with applicable accounting
standards, Group accounts consolidating the accounts of The Liverpool Football Club and Athletic Grounds Plc and its subsidiary
undertakings for the year ended 31 July 2005 have not been prepared. Information relating to the company's jeint venture investment is
shown separately in note 13. The company's share of the joint venture's operating loss is excluded from the company's own operating loss
as the company is not required to prepare consolidated accounts.

1.2 Turnover and income recognition

Turnover represents income receivable from the company's principal activities and is exclusive of value added tax and transfer fees.
Matchday receipts are stated after percentage payments te The Foctball Association, The FA Premier League, UEFA and visiting clubs.
Revenue from this source is recognised over the course of the foothall seasen as games are played. Sponsorship and similar commercial
income is recognised over the duration of the respective contracts. Income arising from the fixed element of breadcasting revenue is
recognised over the duration of the playing season. Facilily fees which relate te live coverage or highlights of games are recognised as
earned. Revenue arising from participation in European competitions is recognised as matches are played and is classified as matchday
inceme and media income as appropriate.

1.3 Depreciation
Depreciation is previded on the cost of fixed assets appropriate to their estimated useful lives as follows

Freehold/long Lleasehold buildings ................. 2% Fixtures, fittings and equipment.............. 10%
Youth Academy . ... ..o 2% Motorvehicles ... ... i 20%
Training Ground . ......... ... . ...l 2% Computers ................ ... .......... 25%

Freeheld and long leasehold land is not depreciated. Costs in connecticn with the new stadium project have not been depreciated. All other
7 classes of tangible fixed assets are depreciated on a straight-line basis at the rates stated above, except for fixtures, fittings and equipment
which are depreciated on the reducing balance methed. The histerical cost of the existing stadium is included under the heading “stands,
fixtures, fittings and equipment” shown in note 11, The difference between its carrying value and the expected residual value will be
provided for cn a straight-line basis over a useful economic life of 4 years commencing in the year under review. The depreciaticn charge
for the year in relation to the existing stadium has been reduced by £875,000 as a result of this change.

1.4 Intangible fixed assets

The costs associated with the acquisition of players’ registrations are capitalised as intangible fixed assets. These costs are fully
amortised in equal instalments over the period of players’ initial contracts. Where a player's contract is extended beyond its initial period,
amortisation is calculated over the period of the extended contract from the date on which it is signed. Players’ registrations are written
down for impairment when the carrying amount exceeds the amount recoverabie through use or sale.

1.5 Signing on fees
In the opinjon of the Directors, signing on fees are a normal part of a player's employment cost. Consequently, signing on fees are
charged to the prefit and loss account in the accounting period in which they are paid.

1.6 Stock
Stock represents goods for resale and is valued at the lower of invoice cost and net realisable value.

1.7 Finance leases, operating leases and hire purchase

Assets acquired under finance leases or hire purchase contracts are treated as tangible fixed assets and depreciaticn is provided accordingly.
The present value of future rentals is shown as a liability and the interest element of rental obligations is charged to the profit and loss
account over the period of the lease on a straight line basis. Operating lease rentals are charged to the profit and loss account as incurred.

1.8 Deferred taxation

Full prevision is made for deferred tax assets and liabilities arising from differences between the recognition of gains and losses in the
financial statements and their recognition for tax purposes. Deferred tax is recegnised in respect of all timing differences that have
originated but nct reversed at the balance sheet date. Deferred tax is measured on a nen-discounted basis.

1.9 Pensions

The company operates its own contributery defined contribution scheme which is managed by Nerwich Union. In additicn, certain
employees are members of The Football League Players’ Retirement income Scheme or The Football League Limited Pension and Life
Assurance Scheme. Contributions are also paid to individuals’ private pension schemes. Pension contributions are charged to the profit
and loss account as they become payable. The company continues tc make contributions in respect of its share cf the deficit of the
defined benefit section of The Football League Limited Pension and Life Assurance Scheme (the ‘Scheme']. Accrual of benefits on a final
salary basis was suspended with effect from 31st August 1999, when an actuarial review showed a substantial deficit.

As one of a number of participating employers the company is advised only of its share of the Scheme’s deficit. Its share of the underlying
assets and liabilities of the Scheme cannot be identified on a reasonable and consistent basis. Therefore, no disclosures are made under
the provisions of FRS17, Retirement Benefits.

1.10 Deferred credits

Deferred credits relate to grants receivable from The Football Trust in relation to stadium improvements. These are transferred to the profit
and loss account over the life of the assets to which the grants relate. Grants are repayable to The Football Trust in certain exceptional
circumstances. In the opinion of the Directors such circumstances are unlikely to arise in the course of the company's normal operations.

1.11 Foreign currency transactions

Transactions denominated In foreign currencies are translated into sterling at rates of exchange approximating to those ruling at the
dates of the transactions. Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are translated at
the rates ruling as at that date. Translation differences are dealt with in the profit and loss account.




NOTES TO THE ACCOUNTS

for the year ended 31 July 2005

2005 2004

£'000 £'000
2. TURNOVER
Turnover comprises:
Media L. e 50,992 33,476
Matchday ..o e 33,088 26,415
Commercial ... .. e 35,781 30,464
Visitors Centre and Official Supporters' Club ... .. ... o o 1,193 1,019
121,054 91,576
Turnover, all of which originates in the United Kingdom, can be analysed
by destination as follows:
United Kingaom ... ..o 120,400 90,749
Rest of World . ... 654 827
121,054 91,574
3. OTHER OPERATING INCOME
Other operating income comprises:
Donaticns from Development Associations ... ... . . o i i i 313 263
Rentreceivable ... ... e 41 30
3G 293
4. ADMINISTRATIVE EXPENSES BEFORE EXCEPTIONAL COSTS
Operations excluding player amortisation and trading:
Depreciation of tangible fixed assets
-owned by the campany ... ... . 3,479 2,253
- held under finance leases and hire purchase contracts .......... 249 259
Profit on disposal of tangible fixed assets (249) {317
Staff costs [note 8] L 64,233 54,924
Grants released L e e (128) [139)
Other operating charges ... ... e 13,640 10,507
Operating lease rentals - land ang puildings ............... ... . . o 407 350
—other 187 183
Auditors’ remuneration -auditfee ... .. ... e 24 23
—registrationwork ... ... 20 16
- other non-auditservices ........ ... ... ... .. ..o 88 39
81,950 68,098
Player ameortisation and trading:
Amortisation of players registrations .. ............ . 22,847 17,286
Impairment of players registrations .. ... ... . 1,403 -
106,200 85,384

Fees for other non-audit services in 2005 censist principally of charges regarding corporate taxation, VAT
and matters in relation to corporate strategy.




NOTES TO THE ACCOUNTS

for the year ended 31 July 2005

5. ADMINISTRATIVE EXPENSES - EXCEPTIONAL COSTS

2004

£000

Additional costs .. .. e 2,500
Termination Payments ... .. . e -

Anfield Stadium additional depreciation ....... .. .. . . e -

10,711
3,500

2,500

14,211

The current year additional costs charge of £2,500,000 relates to a provision made for potential costs arising as a result of the
delay in securing a shirt sponsor. The Directors have taken advice and consider this provision to be sufficient to fully discharge

any potential Liability to Reebok as a result of the delay.

6. INTEREST RECEIVABLE AND SIMILAR INCOME

51

Bank imterest .. e 14
[0 =1 o U 103
117

51

7. INTEREST PAYABLE AND SIMILAR CHARGES

1,353
48
78

On bank loans and overdrafts .. ... . . . 1,597
Finance charges under finance leases and hire purchase contracts . ...................... 55
0T 78

1,730

1,479

8. DIRECTORS AND EMPLOYEES

Aggregate amounts for both staff and Directers charged in respect of:

48,688
5,900
336

Wages and salaries .. ... .. 56,996
Social SBCURItY COSES .. e 4,957
Pension costs .. ... 280

64,233

54,924

The Birectors of the company received the follewing remuneration:
Emoluments [excluding pension contributions) ... ... ... ... L 772

Aggregate payments to defined contribution pension schemes ... .................... ... 62

677
73

Highest paid Director's remuneration:
EmolUments . . 607

539

The Chairman and the non-executive Directors received no
emoluments in the year [2004: £nil]. At 31 July 2005, two Directors
had retirement benefits accruing under defined centribution
pension schemes [2004: 2].

Curing the year the average number of fuli-time employees was: Number
Players, manager and coaches .. ... .. e 104
Ground and maintenance staff ... .. . e 4é
Administration, commercial and other ... .. .. L 140

290

Full-time employees are thase employed for more than 20 hours per week. {n addition, the company
employed on matchdays on average 670 part-time employees [2004: 615]. The company also employs
an additional 65 part-time scouts and coaches (2004: 50).

Number
99

47

134

280

25




NOTES TO THE ACCOUNTS

for the year ended 31 July 2005

2005

2004

£'000 £'000
9. UK CORPORATION TAX
Current tax on income/lloss] for theyear ... . .. i e 21 (1,157]
Adjustments in respect of previous years .. ......... .. 171 (708)
14 (1,863]
Deferred taxation [note 17)
CUITEn YA o et 1,916 (2,453)
PriOr Yoar L e e - 633
Tax on profit/{loss)on ordinary activities . ......... ... ... .. ... .. ... . ... 1,930 (3,683
The tax payable differs from the profit for the year multiplied by the standard rate of corporation
tax in the UK (30%]. The differences are explained below:
Profit/[loss] an ordinary activities before taxation . .......... ... . ... ... 9,463 {21,903]
Profit/{loss) on ordinary activities multiplied by the standard rate of corporation tax in
the UK of 30% [2004: 30%] . . ... o s 2,839 16,571
Effects of: - Adjustment to tax in respect of previousyears . .. ................ ... .. .... (71 (706]
- Expenses not deductible for tax purposes/income not taxable ..., ,........... (20) 81
- Depreciation in excess of capital allowances . ... . ... ... ... ... ... 845 1,474
- Reversal of provisions ... ... .. (423) -
Losses relioved ... o [3,228) 2,397
Losses unutilised .. ... . o e - 1,462
Marginal tax reliel . e (12) -
14 {1,863
10. INTANGIBLE FIXED ASSETS
Cost
AT AUGUSE 2004 L e e 107,128
AddItiONS IM YEaM L. e 46,106
Disposals N year .. .. . (18,528)
At 3T ULy 2005 . e 134,706
Amortisation
A1 August 2004 e e 48,384
Charge for Year ... . 22,847
IMPairmMents INYEar L. . . i e 1,403
DISPOSals M YRAI .. L e (18,033)
ALBTJULY 2005 . . L. 54,601
Net book amount
At 31 duly 2000 . 80,105

At 31 July 2004

58,744




NOTES TO THE ACCOUNTS

for the year ended 31 July 2005

11. TANGIBLE FIXED ASSETS

Stands,
Land and buildings fixtures, fittings Motor
Freehold Long leasehold and equipment vehicles Total
£'000 £'008 £'000 £000 £'000
Cost
AtT August2004 ...l 18,191 3 45,340 40 63,574
Additions ... ... 1,032 - 190 - 1,222
Disposals ............................ (&1 - - - (161)
At3duly2005 ... 19,062 3 45,630 40 64,535
4 Depreciation
| At 1August2004 ... ...l 1,273 - 22,813 30 24,116
Chargeforyear ....................... 230 - 3,494 4 3,728
Disposals ............................ (20! - - - (20)
At31July2005 ... ... ... ... L. 1,483 - 26,307 34 27,824
Net book amounts
At31July 2005 . ... ... ... ... 17,579 3 19,223 & 35,81
At31July 2004 ... oL 156,918 3 22,627 10 39,458

The net book amount of stands, fixtures, fittings and equipment inctudes £950,%62 [2004: £1,200,305) in respect of assets
held under finance leases or hire purchase contracts.

Contracted capital commitments at 31July 2005 for which no provision has been made in these financial statements
amount to £229,740 [2004: £202,000).

Additions to freehold land and buildings include £1,032,000 in relation to costs incurred in cennection with the new stadium
project. Total costs capitalised to date in connection with this project ameount to appreximately £7,024,000 and have not

been depreciated. The Directors consider the useful economic life of the existing stadium to be 4 years including the current
year. The difference between the current carrying value and the expected residual value as at 31 July 2008 will be fully provided
for over this period.

2005 2004
£'000 £000
12. LEASE COMMITMENTS
The company has operating lease commitments te pay during the next year as follows:
Land and buildings
Expiring after fiveyears ... ... ... e 249 249
Other
Expiring within one year ... .. . 4 42
Expiring between two and fiveyears .. .. .. . s 155 75
169 117

3
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NOTES TO THE ACCOUNTS

for the year ended 31 July 2005

13. INVESTMENTS

[a] Investments in wholly owned group undertakings comprise:

LFC Properties Limited LFC Television Limited LFC Financial Services Limited
LFC Leisure Limited LFC TV Limited LFC Travel Limited
LFC Services Limited LFC Limited Liverpool Feotball Club Limited

Liverpool Limited

The subsidiaries did not trade in the year. They are incerporated in England and Wales with issued share capital of 100
ordinary £1 shares except for LFC Services Limited and Liverpool Limited both of which have issued share capital of 1,000
ordinary £1 shares. None of the subsidiaries has reserves at the balance sheet date. Amounts owed by The Liverpcol
Football Club and Athletic Grounds Plc to group undertakings are shown in note 16 to the accounts.

[b) Investments in joint ventures comprise;

Liverpoolfc.tv Limited, a company incorporated in England and Wales. The company’s accounting reference date is 31 July
and its principal activity is to own and operate the official Liverpool Football Club internet portal.

It has an authorised, issued and fully paid up share capital of £1000 divided into 500 A shares of £1 each and 500 B shares of

£1 each. Both classes of share rank pari passu and are equal in all respects.

The Liverpool Football Club and Athletic Grounds Plc holds the whole of the B class shares which represent 50% of the totat
issued share capital.

Liverpoolfc.tv Limited has prepared audited acceunts for the year ended 31 July 2005. Amounts attributable to The Liverpeol
Footbalt Club and Athletic Grounds Plc based on audited accounts and calculated by reference to the proportion of shares it
holds in the jeint venture company are below:

2005 2004

£000 £'000
Share of aperating loss . ... ... o (171) (528)
Less share of interestreceivable . ... ... ... . 2

(159) 1528)

Share of fixed @55€tS ... . .. . 7,557 8,090
Share of cUMTeNt @S58l .. .. . . . e 553 1M
8110 8201

Share of liabilities due withinoneyear ... ... ... .. . . . . . i 582 488
Share of liabilities due after more thanoneyear ... ... ... ... ... . .. 1,735 1,735
2,317 2,223

The cormpany’s share of the joint venture's operating loss is excluded from the company’s own operating loss as
consolidated accounts are not reguired.

Amounts owed by The Liverpocl Foetball Club and Athletic Grounds Plc to its jeint venture company £664,000 {2004: £338,000)

are shown in note 16 to the accounts. Amounts ewed to The Liverpool Football Club and Athletic Grounds Pic by its jeint
venture company, £225,000 [2004: £25,000] are shown in note 15 to the accounts.

14. STOCKS

Goods forresale ... ... . 1,283 1,732
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2005 2004

£000 £°000
15. DEBTORS

Trade debtors .. .. 16,055 3,705

Otherdebtors ... ... . . e e 363 1,881

Ameunts owed by jointventure ... e 225 25

Prepayments and accrued iNCOME ... ottt e e ey 5,262 5,629

21,905 11,240

A 16. CREDITORS
! Amounts falling due within one year

Bank loans and overdrafts ... ... e 11,941 9,151

Trade creditors ... ... 18,735 9,713

Amounts owed te group undertakings and jointventure ... oL oo 864 338

COPPOrat ON daK ..ottt e 21 -

Other taxation and social seCuUrity ... ... 6,347 8,402

Net obligations under finance lease and hire purchase contracts .. ................ ... .... 277 349

Other creditors ..o 4,556 1,376

ACCIUAlS L 7,478 10,274

Deferred credits [note 18] . ... .. e 120 128

Deferred INCOME ... .. e 19,510 16,390

§9,649 56,141

Dther creditors includes an amount of £408,000 [2004: £408,000] being the company's share of the
deficit on The Football League Limited Pension and Life Assurance Scheme due within one year [see note 25).

Finance leases and hire purchase creditors are secured on the assets concerned.

Amounts falling due after more than one year

Bank lOaNS . o e e e e 5,360 5,600
Trade creditors .. e 17,972 10,530
Net obligaticns under finance lease and hire purchase contracts .. ....................... 241 518
Qther CredilOrs . o 420 1,028
Deferred credits (Note 18] .. . e e 1,888 2,008

26,081 19,684

[a) The bank loans are repayable as follows:

Within one year or less orondemand ... .. . o e, 4,467 6,133
In more than oneyearbut not more thantwoyears . ... ... ... ... .. ... ... L. 6,467 2,800
In more than two years but not more than fiveyears ... . ... ... oL 893 2,800

The bank loan is being repaid by five equal and consecutive annual instalments of £2,800,000 which commenced in July 2003.
Interest accrues during each period at the rate determined by the bank to be the aggregate of the bank’s margin of 1.15% per
annum above LIBOR and the mandatory cost rate. Under the terms of an interest rate swap agreement dated 21 March 2002,
the maximum interest rate chargeable on the abave loan is 5.79%. The agreement expires in 2007, being co-terminus with the
maturity of the principat loan. The loan is secured by a legal charge over the company's freehold and long leasehold land and
buildings.

An additional loan of £5m was drawn down in October 2004. The principal purpose of the loan was to assist in funding
player acquisitions. Repayment of the loan, which began in June 2005, is by six instalments of amounts sufficient to repay
the loan by the end of the term. Interest cn the lean is charged at 1.5% above the bank's base rate. Should the player cease
permanently to play football for the Club, the bank reserves the right to require that the lean is repaid in full immediately.

[b) Trade creditors falling due after more than one year relate to contractual payments due on the acquisition of players’ registraticns.

(<] Other creditors falling due after more than one year, £620,000 [2004: £1,028,000) represents the proportion of the
company’s share of the revised deficit on The Football League Limited Pension and Life Assurance Scheme due after more
than one year. An amount of £nil (2004: £20%5,000) within this sum is due after more than five years from the balance sheet
date [see note 75].

[d) The company has entered inte foreign exchange agreements with its bankers. The total amount payable under the terms
of the agreements is €24,700,000 [2004: €17,600,000). €14,600,000 (2004: €3,400,000] is included within creditors falling due
within one year, The remaining balance of €10,100,000 {2004: €14,200,000) is included within creditors falling due after more
than one year.
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2005 2004
£'000 £'000
17. PROVISION FOR LIABILITIES AND CHARGES
Deferred taxation
This comprises deferred taxation attributable to:
Accelerated capital allowances . ... . e e 2,258 2,550
Other timing differences . ... ............. O (323) (746}
Roll over claims on intangible fixed assets .. .. ... ... ... ... ... . .. .. i 583 593
2,518 2,397
Less losses available .. ... ... . e (502) (2,397]
1,714 -
The movements in deferred tax balances during the year were as follows:
At 3T JUly 2004 . .o o e e e - 1,820
Transfer tof{from] profit and loss account ... ... ... ... .. 1,916 {1,820
AL 3T JUly 2005 . . o e e 1,916 -
Deferred tax is measured on a nen-discounted basis at the tax rates expected to apply in
the paricds in which the timing differences reverse, based on tax rates and laws
substantially enacted at the balance sheet date.
18. DEFERRED CREDITS
The Football Trust - grants receivable
AL 3T Uy 2004 . .o e e 2,136 2,154
Receivable for Year ... e - 121
Credited to prefit and loss account .. ... e (128 (139)
At 3T JUly 2005 ..o 2,008 2,136
19. CONTINGENT LIABILITIES
Additicnal transfer fees payable of £6,214,000 [2004: £3,500,000} will arise if certain
conditions in transfer contracts at 31 July 2005 are fulfilled.
Under the terms of certain contracts for the sale of players’ registrations, future payments
may be received by the company. As at 31 July 2005, the maximum amount that could
be received is £1,655,000 (2004: £3,255,0001.
2005 2005
Number £
20. CALLED UP SHARE CAPITAL
Authorised - ordinary shares of £5 each ... .. .. . e 50,000 250,000
Allotted, issued and fully paid - ordinary sharesof €5each ... ... ... ... ... ... ... 34,823 174,115

There has been no change in share capital in the year.
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2005 2005
21. RESERVES
Share Profit
premium and loss
account account
£000 £000
The movement on reserves during the year was as follows:
AT JUly 2004 . ..ot e 32,862 2,550
Profit for the year ... ... - 7,533
At 3T July 2005 . . 32,882 10,083
2005 2004
£000 £'000
22. SHAREHOLDERS' FUNDS
The reconciliation of movements in shareholders’ funds was as follows:
Profit/lloss) for tne year .. .. .. . e 7,533 18,220)
Net addition to/[deduction from) shareholders funds ......... .. .. ... ... ............... 7,533 (18,220]
Opening shareholders’ funds . ...... e 35,604 33,826
At 3T July 2005 .. 43,139 35,606
2005 2004
£000 £000 £000 €000
23. GROSS CASH FLOWS
Returns on investments and servicing of finance
Grantsreceived ... .. ... . .. ... . e - 121
Interestreceived ... ... e 17 51
Interest paid . .. ..oy (1,573} [1,612)
Interast element of finance leases and hire purchase contracts . . . (55) (48)
(1,511} [1,388)
Capital expenditure
Payments to acquire tangible fixed assets ................... (1,490 (3,795)
Proceeds frem sale of tangible fixed assels . ................. 3%0 957
(1,100) (2,838]
Payments to acquire intangible fixed assets ................. (26,215) (7,498]
Proceeds from sale of intangible fixed assets ................ 8,166 4,174
(18,049) 119,149) 13,324) [6,162)
Financing
Newbankloans ................. B 5,000 -
Rapaymentof bank loans ... ... ... ... ... L (4,906) 14,467)
Capital element of finance leases and hire purchase contracts . . .. (369) (329]

(2,275) 14,796)
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24. ANALYSIS OF CHANGES IN NET DEBT

At 37 July Cash At 31 July

2004 Flows 2005

£000 £°000 £'000

; Cashatbankandinhand ... ... ... . ... ... . ... ... ... 254 424 678
z Overdraft. ... . R (3,018] (4,456) (7,474)
............................................................... (2,764 (4,032 (6,796)

Debt due within Tyear ... ... ... .. . i i (6,133] 1,664 14,467)

Debtdue after Tyear ... ... .. . . . . . i (5,600] 240 {5,360]

Finance leases . ... o e e (887] 3569 (518)

{15,384 11,757] (17,1411

Material non-cash transactions
During the year, the company entered into finance lease and hire purchase contracts in respect of assets with a total capital
value at the date of inception of the contracts of €nil [2004: £382,000).

25. PENSIONS
a) Defined contribution schemes

Assets of defined contribution pension schemes are held separately from those of the company and are separately
administered. Total contributions charged to the profit and loss account during the year amounted to £280,000 (2004: £334,000).

b) Defined benefit schame
The company has been advised only of its share of the deficit arising on the defined benefit section of The Foctball League
Limited Pension and Life Assurance Scheme [the ‘Scheme’] following its suspension on 31st August 1999. The latest actuarial

valuation of the Scheme was on 31st August 2002, which revealed an increased deficit.
The revised deficit is payable over a period of 10 years, which commenced May 2003,

A summary of movements in the provision is shown below:-

2005 2004

£'000 €000

Pravisionat 1 August 2004 ... ... e 1,436 1,843
Py NS N Y BaT . . .ot e e e {408) (407}
Provisionat 31 July 2005 . .. ... ... 1.028 1,436

26, RELATED PARTIES
During the year, the company sold goods and services with a value of £57,343 [2004: £75,444) to its joint venture

campany Liverpoolfe.ty Limited. The jeint venture company supplied services with a value of £781,116 (2004: £582,514)
to the company during the year.
Amounts owed by the joint venture company to The Liverpool Football Club and Athletic Grounds Plc at 31 July 2005 are

shown in note 15. Amounts owed to the joint venture company at 31 July 2005 are shown in note 16.

27. CONTROLLING PARTY

D R Moores, a director of the company, contrals the company as a result of holding 51-6% of its issued shared capital.
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