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Directors Report

The Directors submit their report and audited accounts of The Liverpool
Football Club and Athletic Grounds Pic for the year ended 31 July 2006.

Statement of directors’ responsibilities

Company law requires the Directars 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 profit or
loss of the company for that peried. In preparing those
financial statements, the Directors are required to:

+ select suitable accounting policies and then apply
them consistently;

* make judgements and estimates that are reasonable
and prudent;

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

+ prepare the financial statements on the geing concern
basis unless it is inappropriate to presume that the
company will continue in business.

The Diractors are respansible for keeping proper accounting
records which disclose with reasonabie accuracy at any time
the financial pesition of the company and enable them to
ensure that the financial statements comply with the
Companies Act 1985. They are also responsible for
safeguarding the assets of the company and hence for taking
reasonable 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 accardance with company law in the United Kingdom.

The Directors intend to publish these accounts on the website
www.liverpoolfc.tv. The maintenance and integrity of this
website is the responsibility of the Directors.

Legislation in the United Kingdom governing the preparation
and dissemination of financial statements may differ from
legislation in other jurisdictions.

Subsidiary undertakings and joint venture
Details of the company’s subsidiary undertakings and jaint
venture are set out in note 13 to the accounts.

Results and dividend

The profit and loss account on page 24 shows a loss after
taxation for the year of £4,257,000 (2005: profit £7,533,000].
The Directors do not recommend the payment of a dividend
and the retained loss for the year of £4,257,000 has been
deducted from reserves.

Review of the business

The principal activities of the company continued to be
those of a professional football club and related activities.
A review of the company's business is contained in the
Business Review and the Financial Highlights. Future

developments are outlined in the Business Review on page 18.

Financial instruments

An explanation of the company’s exposure to price risk, credit
risk, liquidity risk and cash flow risk is set out below. The
company's financial instruments comprise bank balances and
cash together with various net working capital items which arise
directly from its operations such as trade debtors and trade
creditors. The main purpose of these financial instruments is to
transact and to raise finance for the company’s operations.

¢ Currency
Where currencies other than sterling are used, the
company takes necessary hedging to ensure exposure
to risk is carefully managed.

= Credit risk
Exposure is spread over a large number of customers
minimising any concentraticn of risk in one area.

* |nterest rate
The company has a policy of insuring against any future
interest rate increases.

+ Liquidity risk
Financial risk is managed in such a way as to ensure
there is always sufficient liquidity available.

Land and buildings

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

Payment policy to creditors
With respect to the immediately following accounting peried in
relation to all its suppliers, it is the company’s policy:

li} to settle the terms of payment with those suppliers when
agreeing the terms of each transaction;

(ii) to ensure that those suppliers are made aware of the
terms of payment; and

(iii) to abide by the tarms of payment.

Trade creditors at 31 July 2006 represented 24 days of annual
purchases [2005 - 24 days). This figure excludes creditors in
respect of player acquisitions for which payment is made on
the date it is contractually due.

Employees

Within the bounds of commercial confidentiality, the company
endeavours to keep staff at all levels informed of matters
that affect the progress of the company and are of interest to
them as employees.

The company operates an equal oppertunities policy.

The aim of this palicy is to ensure that there should be equal
opportunity for all and this applies to external recruitment,
internal appointments, terms of employment, conditions of




service and oppertunity for training and promotion regardless
of gender, ethnic origin or disability.

Disabled persons are given full and fair consideration for all
types of vacancy in as much as the opportunities available are
constrained by the practical limitations of the disability. Should,
for whatever reason, 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 inspections 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.

Caorporate governance

The company is not required 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 imptementing the company’s strategy and
policy, two committees have been established, namely a
Remuneration Committee and an Audit Commitiee whose
purpose and function is described thus:

Remuneration committee

The committee consists of KEB Clayton, T D 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 minimum of twe occasions.

Audit committee

The committee consists of KEB Clayton, T D Smith and

N White. It is responsible for reviewing the Annual Report
and Accounts, ensuring campliance with acceunting policies
and satisfying itself as to the adequacy of the company'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 companies
under a Directors’” and Officers’ liability insurance policy.

Disclosure of information to the auditors
In the case of each of the persons who are Directors of the
company at the date when this report was approved:

» So far as each of the Directors is aware, there is no relevant
audit information [ as definad by the Companies Act 1985 )
of which the company’s auditors are unaware; and

» Each of the Directors has taken all of the steps that he
cught to have taken as a Director to make himself aware of
any relevant audit information [as defined! and to establish
that the company's auditors are aware of that information.

Internal financial control

The Board has overall responsibitity for the system of
internal financial contrel which is designed to provide
reasonable assurance against material misstatement or loss.
The key procedures which have beaen 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.

¢ Procedures for the appraisal, review and autherisation
of capital and other expenditure.

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

Post balance sheet events

Since the year end the company has sold Djimi Traore, Chris
Kirkland, Jan Kromkamp, Neil Mellor and Antonio Barragan
for total fees amounting to £4,54%,000. The Club has acquired
the registration of Dirk Kuyt for a fee of £10 million. Also,
since the year end, the company received two loans totalling
£10 million from a directer, Mr D R Moores and his family
interests. The loans are unsecured and carry interest at the
rate of 6.5% per annum. The loans are repayable on demand
subject to the lender giving 21 days’ notice to the company.

Directors
The Directors in office in the year and their interests in the
share capital of the company were:

Ordinary Shares (Number Held)

Nuly 31 July

2006 2005
D R Moores 17,923 17,923
N White FSCA (resigned 31.10.06) 193 223
T D Smith 264 264
K E B Clayton FCA 25 25
R N Parry BSc FCA [Executive) 10 10

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

The ordinary shares held by K EB Clayton and R N Parry are
held as nominee for DR Moores. J O Burns and R N Parry
retire by rotation at the Annual General Meeting and are
eligible for re-election.

Auditors

PKF [UK] LLP is sligible for re-appointment as auditor {o the
company and a resolution propesing its re-appointment will
be proposed at the Annual General Meeting.

By order of the Board
W B Morrison
Secretary

2nd November 2006

o
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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 31 July 2006.

We have audited the financial statements of The Liverpool
Football Club and Athletic Grounds Plc for the year ended

31 July 2006 which comprise the profit and loss account, the
balance sheet, the cash flow statement and the related notes.
The financial statements have been prepared under the
accounting policies set out therein.

This report is made sclely to the company’s members, as a

bedy, 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 required te state
to them in an auditors’ report and for no other purpese. To the
fullest extent permitted by law, we do not accept or assume
responsibitity to anyone other than the company and the
company's members as a body, for cur audit work, for this
report, or for the opinions we have formed.

Respective responsibilities of directors and auditors

The directors' responsibilities for preparing the annuat report
and the financial statements in accordance with applicable law
and United Kingdom accounting standards ['United Kingdom
Generatly Accepted Accounting Practice’] are set out in the
statement of directors’ responsibilities.

Our responsibility is to audit the financial statements in
accordance with relevant legal and regulatory requirements and
International Standards en Auditing (UK and Ireland].

We report to you our opinion as to whether the financial
statements give a true and fair view and have been properly
prepared in accordance with the Companies Act 1985, We also
report to you if, in our cpinion, the company has not kept proper
accounting records, if we have not received all the infermation
and explanations we require for cur audit, or if information
specified by law regarding directors’ remuneration and other
transacticns is not disclosed.

We read other infermation contained in the annual report and
consider whether it is consistent with the audited financial
staterments. The other information camiprises only the
chairman’s statement, the directors’ report, the business review
and the financial highlights.

We consider the implications for our report if we become aware
of any apparent misstatements or material inconsistencies with
the financial statements. Our responsibilities do not extend to
any other information.

We report to you whether in our opinion the information given in
the directers’ report is consistent with the financial statements.

Basis of audit opinion

We conducted cur audit in accaordance with international
Standards on Auditing (UK and Ireland) issued by the Auditing
Practices Board. An audit inciudes examination, on a test basis,
of evidence relevant to 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 perfoermed our audit so as to chtain all the
information and explanaticns we considered necessary in order
to provide us with sufficient evidence to give reasonable
assurance that the financial statements are free from materiat
misstatement, whether caused by fraud or other irregularity or
error: In forming our apinion we also evaluated the overall
adequacy of the presentation of infermation in the financial
statements.

The information in the directors’ report includes that specific
information presented in the business review and financial
highlights that is cross-referenced from the review of the
business’ section of the directors’ report.

Opinion
In our opinion:

» the financial statements give a true and fair view, in
accordance with United Kingdom Generally Accepted
Accounting Practice, of the state of the company’s affairs
as at 31 July 2006 and of its loss for the year then ended;

+ the financial statements have been properly prepared in
accordance with the Companies Act 1985; and

» the information given in the directors’ repert is consistent
ith the financial statements.

,F“/Tw 0
PKF [UK) ELP

Registered auditors
Liverpool,UK
3rd Novembe
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for the year ended 31 July 2006

Profit & Loss Account

Operations Player 2006 2 00 5

excluding amortisation Total Total

player and [as restated!

amortisation trading
and trading

Notes £000 £000 £'a00 £'000

Turnover including jointventure. . . ... ............... 121,676 - 121,676 122,413
Share of turnover of jointventure .................... (2,177 - (2,177) [1,359]
Company LUrOver. . ... .. ... .. ... 2 119,49¢ - 119,49¢ 121,054
Costofsales. ... ..o vvinn e (12,803) - (12,803) [11,039]
Grossprofit .......... ... ... ... ... oLl 106,696 - 106,696 110,015
Other operating income. ..........oiiiireaan. 3 283 - 283 354
106,979 - 106,979 110,369

Administrative expenses before exceptional costs. ... ... 4 (86,843) [29,884) (116,729) [107,352]
Administrative expenses - exceptional costs ........... 5 - - - (2,500)
Total administrative expenses ................ ...l (86,843) [29,886) [116,729) [109,852)
Operatinhg [loss)fprofit . ... ......................... 20,136 (29,884} (9,750) 517
Profit on disposal of players’ registrations ............. - 6,216 6,216 10,559
{Loss)/profit before interest and taxation .. ........... 20,136 {23,670} (3,534) 11,076
interest receivable and similar income ................ 6 1 17
Interest payabie and simitar charges.................. 7 (1,628§ (1,730
(Loss)/profit on ordinary activities before taxation . . ... (5,161) 9,463
Tax on [loss)/profit en ordinary activities. .. ............ ¢ 904 [1,930)
(Loss)/profit for the financialyear.................. 21 4,257} 7.533

All amounts relate to continuing operations.
There were no gains and losses other than as stated above.




~ Balance Sheet

as at 31 July 2006

Notes €000 £°000 £'000 £'000
Fixed assets
Intangible assets . .......... .. ... . oo 10 81,350 80,105
Tangibleassets. ... ... .. ... . i 1 34,947 36,811
Investments ... ... . ... . e 13 3 3
114,300 116,919

Current assets
BOCK L vt e e 14 2,725 1,283
Debtors ... e e 15 22,125 21,905
Cashatbankandinhand ... ... ... ... .. i, 520 478

25,370 23,864
Creditors - amounts falling due withinoneyear ........... 16 (83,503) {69,649)
Net current liabilities ................................. (58,133) 145,783)
Total assets less current liabilities . ... .................. 58,1467 71,136
Creditors - amounts falling due after more than one year ... 16 (18,273) {26,081)
Provision for liabilities and charges ..._....... ... ....... 17 {1,012} [1,916]
Netassets . ..... ... ............... e 38,882 43,139
Capital and reserves
Called up sharecapital ........ .. ..o oo, 20 174 174
Share premium account ......... ... ol 24 32,882 32,882
Profitand loss account ......... ... ... i, A 5,826 10,083
Shareholders'funds .. ...... ... ... ... ... . ............. 22 38,882 43,139

The financial statements were approved and authorised for issue by the Board and ware signed on its behatf on 2nd November 2006.

D R Moores Chairman

R N Parry Chief Executive

The notes on pages 27-34 form part of these financial statements.

25
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"Cash Flow Statement

for the year ended 31 July 2006

Notes

Reconciliation of operating (loss)/profit

to net cash inflow from operating activities

Operating [loss)/profit. . ... e
Depreciation charges . ... .. ... e e
Transfer of deferred credits to profit and lossaccount. ............ oo ol
Profit on disposat of tangible fixedassets ........ . ... ... ... i
Amortisation and impairment of players’ registrations. . ........ ... .. ... o .
[Increase)/decrease iNSIOCKS. . ... o\ ur e i e e
Decrease/lincrease] N debtors ... .. oottt
[Decreaselfincrease increditors . ... . . it i i

Net cash inflow from operating activities . .. ... ... ........... .. ... ... ... ... ...

CASH FLOW STATEMENT

Net cash inflow from operating activities . .. ... ....... .. ... . ... ... ... ..
Returns on investments and servicing of finance ... ... . ool 23
=T =141+ o TG
Capital expenditure. . ... ... e 23
Cash outflow before financing...... ... ... .o
FImaNCiNg « . oo s 23
Decreaseincash....... e e e e e

Reconciliation of net cash flow to movement in net debt [note 24)

Decrease in Cash .. ... . e e
Cash outflow from decrease in bank borrowings . ......... ... . . i i i
Repayment of finance leases and hire purchase contracts ... .....................
Change in net debt resulting from cashflows ....... ... ... ... ... ... .. ...
New finance leases and hire purchase contracts .............. ... oot
Movermentin netdebtinyear. ... ... . . e
Netdebtat 31July 2005 . .. L . e
Netdebtat31July 2006 .. . . ... ... .. e

2006

eY
ol
YOULL NEVERWALK ALONE

2005

£000 £'000
las restated]
(9,750 517
2,993 3,728
(120) (128)
(308) (249
29,886 24,250
(1,442 4479
5,627 (10,107)
(4,744) 488
22,142 19,148
22,142 19,148
(1,671 (1,511]
21) 1,863
(28,555) [21,257)
(8,205) (1,757
(4,646) (2,275)
(12,851) (4,032)
(12,851) (4,032)
4,370 1,906
276 369
(8,205} (1,757}
(271} -
(8,476) (1,757
{17,141) [15,384)
{25,617 (17,141




Notes to the Accounts '

for the year ended 31 July 2006

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 censelidating the accounts of The Liverpool Football Club and Athletic Grounds Ple
and its subsidiary undertakings for the year ended 31 July 2006 have not been prepared. These accounts present
information about the company as an individual undertaking and not about its group. Information relating to the
company’s joint venture investment is shown separately in note 13. The company's share of the joint venture's operating
profit 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 to The Football Association, The Football League
and visiting clubs. Revenue from this source is recognised over the course of the football season as games are played.
Sponsarship and similar commercial income is recognised over the duration of the respective contracts. Income arising
from the fixed element of broadcasting revenue is recognised over the duration of the playing season. Facility fees which
relate to 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 income and media income as appropriate.
1.3 Depreciation

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

Freehold/long leasehold buildings ................ 2% Fixtures, fittings and equipment.............. 10%
Youth Academy ......... .. ... ... ...l 2% Motor vehicles ... ... ... il 20%
TrainingGround .. ........ ... .. i, 2% Computers ................ ..ol 25%

Freehold and long leasehold land is net depraciated. Costs in connection with the new stadium project have not been
depreciated. All other 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 method. The histarical cost of
the existing stadium is included under the heading "stands, fixtures, fittings and equipment” shown in note 11.

The useful economic life of the existing stadium has been reviewed. This has been revised to 4 years including the year
under review. The difference between its carrying value and the expected residual value will be provided for ona
straight-line basis over the revised useful economic life. The depreciation charge for the year in relation to the existing
stadium has been reduced by £656,250 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 instalmants over the period of players’ initial contracts. Where a player’s contract is
extended beyond its initial periad, 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 recoverahle through use or sale.

1.5 Signing on fees

In the opinion of the Directors, signing on fees are & normal part of a player's employment cost. Consequently, signing
on fees are charged to the profit and loss account in the acceunting 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 depreciation 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 provision is made for deferred tax assets and liabilities arising from differences between the recognition of gains
and lesses in the financial statements and their recegnition for tax purposes. Deferred tax is recognised in respect of all
timing differences that have originated but not reversed at the balance sheet date. Deferred tax is measured on a non-
discounted basis.

1.9 Pensions

The company operates its own contributery defined contributien scheme which is managed by Norwich Union.

In addition, certain emplioyees are members of The Football League Players’ Retirement Income Scheme or

The Footbail League Limited Pension and Life Assurance Scheme, Contributions are alse paid te individuals’ private
pension schemes. Pension contributions are charged to the profit and loss account as they become payable.

The company centinues to make contributions in respect of its share of 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 frem 31st August 1999, when an actuarial review showed a substantial deficit.

As ane of a number of participating employers the company is advised anly of its share of the Scheme’s deficit.

[ts 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 improvemnents. 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 untikely
to arise in the course of the company’s normal operations.

1.11 Foreign currency transactions

Transactions denominated in foreign currencies are transiated 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 2004

2006 2005

£'000 £'006
2. Turnover
Turnover comprises:
=2 = 49,753 50,992
Matchday . .. e e e e 32,654 33,088
{05 g 1 1= ot = TP 35,559 35,781
Visiters’ Centre and Official Supporters' Club . ... .. ... 1,533 1,193
119,499 121,054
Turnover, all of which originates in the United Kingdom, can be analysed
by destination as follows:
United Kingdom ... . e 115,351 120,400
Rest of World ... . e 4,138 454
119,499 121,054
3. Other operating income
Other operating income comprises:
Donations from Development Associations . .. ... ... ... i i e 258 313
Rentreceivable .......... .. ... ... . it e e e 15 41
283 354
4, Administrative expenses - before exceptional costs
Operations excluding player amortisation and trading:
Depreciation of tangible fixed assets [as restated)
-owned by the company ... . ... 2,822 3,479
~ held under finance leases and hire purchase contracts .......... 17 249
Profit on disposal of tangible fixed assets . ... ...t (308) [249]
Staff costs INote B) L. 68,858 64,233
Grants released L. e e (120 (128)
Other operating charges . ... ... .o o i e s 14,473 14,792
Operating lease rentals - land and buildings ......... ... . o il 561 407
11 O 202 187
Auditors’ remuneration - audit fee .. ... e 30 24
—registrationwork . ... .. 26 20
- other non-auditservices .......... ... ... ... o 118 88
86,843 83,102
Player amortisation and trading:
Amortisation of players’ registrations ... .. ... . e 24,636 22,847
Impairment of players’ registrations . ........... . ... . e 5,250 1,403
114,729 107,352

Fees for other non-audit services in 2004 consist principally of charges regarding corporate taxation, VAT
and company secretarial matters.

In the apinion of the Directors, certain expenditure relating to the cost of acquiring player registrations previously
included in administrative expenses is more appropriately classified within profit/loss on player registrations. The effect
of this reclassification is to reduce the profit on player registrations in 2005 by £2,108,000 and reduce administrative
expenses by the same amount.

There has also been a reclassification of travel and gate expenses from cost of sales to administrative expenses.
The net effect of this reclassification is to reduce cost of sales in 2005 by £3,260,000 and increase administrative expenses
by the same amount,




" Notes to the Accounts

for the year ended 31 July 2006

5.

Administrative expenses - exceptional costs

Sponsorship additionalcosts ........... oo e
The exceptional costs charge in 2005 relates to a provision made fer potential costs arising
as a result of the delay in securing a shirt sponsoer in that year.

Interest receivable and similar income

Bank irerest L. e e e

Interest payable and similar charges

On bank loans and overdrafis . . .. ... . e s

Directors and employees

Aggregate amounts for bath staff and Directors charged in respect of:

Wages and salaries .. ... ..
SoCial SBCUNItY COSES ... . e e

PRSI On COBES . . o e e e

Pension costs in 2006 include a provision of £500,000 for the company’s share of the revised
deficit on the Football League Limited Pension and Life Assurance Scheme [See note 25[b])
The Directors of the company received the following remuneration:

Emoluments (excluding pension contributions) ... ... ... ... ... .
Aggregate payments to defined contribution peasion schemes . ............. ... ... ...

Highest paid Qirector’s remuneration:

T LT3 1= =

The Chairman and the non-executive Directors received no
ermoluments in the year (2005: £nil). At 31 July 2006, two Directors
had retirement benefits accruing under defined contribution
pension schemes (2005: 2).

During the year the average number of full-time ematoyees was:

Players, manager and coaches . ... ... . i
Ground and maintenance staff .. ... . . . e
Administration, commercial and other .. .. .. L

2006

LIVER 566{;

2005

£000 £'000
- 2,500

1 14

- 103

1 117
1,509 1,597
46 55

73 78
1,628 1,730
60,754 56,996
7,327 6,957
787 280
68,868 64,233
767 772

65 42

&1 407
Number Number
1146 104

49 46

148 140
313 290

Full-time employees are those employed for more than 20 hours per week. In addition, the company
employed on matchdays on average 800 part-time employees [2005: 670]. The company also employs

an additional 41 part-time scouts and coaches [2008: 45].
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“Notes to the Accounts

for the year ended 31 July 2006

2006 2005

. €000 £°000
9. UK corporation tax
Current tax on llosslincome forthe year ... . ... ... i i - 2]
Adjustments in respect of previous years . ... ... .ol e - 17)
- 14
Deferred taxation [note 17)
L g T =Y T (904) 1,916
Tax on (loss)/profit on ordinaryactivities . ......................... ... .. ..., (904) 1,930
The tax payable differs from the (loss)/profit for the year multiplied by the standard rate of
corporation tax in the UK {30%]. The differences are explained below:
[Loss)/profit on ordinary activities before taxation .. ............. ... ... .. ... 15,161) 9,463
[Loss}/profit an ordinary aclivities multiplied by the standard rate of carporation tax in
the UK of 30% [2005: 30%} ... oot e e (1,548) 2,839
Effects of: - Adjustment to tax in respect of previous years ..., ... ... ... ... ... - (71
- Expenses not deductible for tax purposes/income not taxabte . ............... 316 (20}
- Depreciation in excess of capital allowances .............................. 636 845
- Amortisation inexcessof tax claims ...l 19 -
- Reversal of provisions ... ... .. . e (60) (423)
Losses unutilised/[relieved] ... .. . e e 537 (3,228)
Marginal tax relief .. ... e - 12)
—
10.Intangible fixed assets
Cost
At T AUQUSE 2000 . L. e e 134,706
Additions IM YBAr L. . e e e e 41,753
Disposals IN YBAT L. ...t ir e [36,868%
AL 31July 2006 .. .. .. e 139,51
Amortisation
At TAugust 2005 .. e 54,601
Charge fOr Year .. e 24,634
IMpaiPments INYear . ... .. ... . i 5,250
DISPOSALS 1M YRAT .. ottt ettt et it e e e e e e e (26,248)
At 3TJuly 2006 .. .. L e e 58,241
Net book amount
AtITJuly 2006 .. e e 81,350

A3V July 2008 . e 80,105
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11. Tangible fixed assets

Stands,
Land and buildings fixtures, fittings Motor
Freehold Long leasehold and equipment vehicles Total

£'000 €000 £'000 £'000 £'000
Cost
At August2005 ... .. ... ... 19,062 3 45,530 40 64,635
Additions ... ... ... .. . e 255 - 1,058 - 1,313
Disposals .......... ... .. ciiiins [264) - - - [264]
At31July 2006 ... ... ............... 19,053 3 46,588 40 65,684
Depreciation
At TAugust2005 .................... 1,483 - 26,307 34 27,824
Chargeforyear ..................... 230 - 2,758 5 2,993
Disposals ............ ... ... .. ... {80] - - - (80)
At3tluly2006 ...................... 1,633 - 29,065 37 30,737
Net book amounts
At30July 2006 ...................... 17,420 3 17,523 1 34,947
At3MJuly 2005 ...l 17,579 3 19,223 6 36,811

The net book amount of stands, fixtures, fittings and equipment includes £1,050,332 (2005: £950,962) in respect of

assets held under finance leases or hire purchase contracts.

Contracted capital commitments at 31 July 2006 for which no provision has been made in these financial statements

amount to £630,000 [2005: £229,740).

Additions to freehold land and buildings include £103,000 in relation to costs incurred in connection with the new
stadium project. Total costs capitalised to date in connection with this project amount to approximately £7,127,000
and have not been depreciated. The Directors continue to monitor the useful economic tife of the existing stadium
which they consider to be four years including the current year. The difference between the current carrying value and
the expected residual value as at 31 July 2009 will be fully provided for over this period, on a straight-line basis.

12.1ease commitments

The company has operating lease commitments to pay during the next year as follows:

Land and buildings

Expiring after five years .. ... ..

Other

EXPIriNg Within One Year . ... o e
Expiring between two and fiveyears .. ... ... . . .. Lo

2006

£000

249

2005

£'000

249

82
100

165

182

169

3
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13.Investments

{a) investments in wholly owned group undertakings comprise:

LFC Properties Limited LFC Television Limited LFC Financial Services Limited Liverpool Limited
LFC Leisure Limited LFC TV Limited LFC Travel Limited
LFC Services Limited LFC Limnited Liverpool Football Club Limited

The subsidiaries did not trade in the year. They are incorporated in England and Wales with issued share capital of 100
ardinary £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 hy

The Liverpocl 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 8
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
total issued share capital.

Liverpoolfc.tv Limited has prepared management accounts for the year ended 31 July 2006. Amounts attributable to

The Liverpool Football Club and Athletic Grounds Pic based on management accounts and calculated by reference to the
proportion of shares it holds in the jeint venture company are below:

2006 2005

£000 €000

Share of operating profit/lloss) . .. ... .. . 374 [171]
Share of interest recedvable . ... ... . 14 2
Share of taxation . ... ... e e {101) -
287 [169]

Share of fixed asSelS . ... .o e e s 7,018 7.557
Share of cUPPrent @88ets L ... o e 1,400 553
8,418 8,110

Share of liabilities due withinoneyear ... ... ... ... ... . il 785 582
Share of liabitities due after more thanoneyear ........ .. ... .. . . . o o il 1,585 1,735
2,370 2,317

The company’s share of the jaint venture’s eperating profit is excluded from the company’s own operating loss as
consolidated accounts are not required.

Amounts owed by The Liverpool Football Club and Athietic Grounds Ple to its joint venture company £498,000 (2005:

£664,000] are shown in note 14 to the accounts. Amounts owed to The Liverpool Football Club and Athletic Grounds Plc
by its joint venture company, £100,000 {2005: £225,000) are shown in note 15 to the accounts.

14. Stocks

GOOAS fOr FESaLB L oottt et e e e e 2,725 1,283

15. Debtors

Trade deblors . ... o e 18,292 16,085
Dther deblors . .o u e e e e 76 3563
Amounts owed by jointventure ... 100 225
Prepayments and accrued income ........ ... 3,657 5,262

22,125 21,905
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2006 2005

. £°000 £°000
16. Creditors

Amounts falling due within one year
Bank loans and overdrafts ... ... ... . e 24,633 11,241
Trade creditors ... ..o e e e 23,187 18,735
Amounts owed to group undertakings and jointventure .. ... ... ..o o 501 667
Corporation taX ... i e - 21
Other taxation and social security ... ... n i et 3,988 6,347
Net obligations under finance lease and hire purchase contracts .. ..................... 127 277
Dther Creditors . .o e 3,602 4,503
A CCTUAlS L it e e e e e e 7.524 7478
Deferred credits [note 18] . ... ... . 114 120
Deferred NGO .ttt e e e e e e e 19,827 19,510
83,503 89,649

Dther creditors includes an amount of £122,000 (2005: £408,000) being the company’s share of the
deficit an The Football League Limited Pension and Life Assurance Scheme due within one year (see note 250

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

Amounts falting due after more than one year

Bank loans e e e e 9%0 5,360
Trade creditors . ... o e e e 14,030 17,972
Net obligations under finance lease and hire purchase contracts ....................... 386 241
Other creditors . .. e e 1,093 620
Deferred credits [note 18] . ... . e e 1,774 1,888

18,273 26,081

[a] The bank loans are repayable as follows:

Within oneyearorlessorondemand ... .. ... . e 4,467 4,467
In more than aone year but not more thantwayears ... .. ... ... .. ... .. ... ... .. ... 990 4,467
In more than two years but not more than fiveyears ... ... ... ... . ... ... .. ... . ... - 893

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 above loan is 5.79%. The agreement expires in 2007,
being co-terminus with the maturity of the principal 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 Qctoher 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 on the loan is
charged at 1.5% above the bank's base rate. Should the player cease permanently to play footbail for the Club, the bank
reserves the right to require that the loan is repaid in full immediately,

ib] Yrade creditors falling due after more than one year relate to contractual payments due on the acquisitien of players’
registrations.

{c) Other creditors falling due after more than one year, £1,093,000 (2005: £620,000] 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 £482,000 (2005: £nil] within this sum is due after more than five years from the
balance sheet date [see note 25},

[d] The company has entered into foreign exchange agreements with its bankers. The total amount payable under
the terms of the agreements is €22,100,000 (2005: €24,700,000]. €13,100,000 [2005; €14,600,000] is included within
creditors falling due within ane year. The remaining balance of €9,000,000 [2005: €10,100,000] is included within
creditors falling due after more than one year.
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2006 2005
£000 £'000
17 Provision for liabilities and charges
Deferred taxation
This comprises deferred taxation attributable to:
Accelerated capital allowances .. ... L i e e 2,066 2,258
Other timing differences ... ... o e e e (379) {323)
Roll over claims on intangible fixed assets . ... ... ... .. ... o 2,11 583
4,398 2,518
kesslossesavailable . ... ... ... .. e (3,386) {602)
1,012 1,916
The movements in deferred tax balances during the year were as follows:
AL 3T JUlY 2005 L e e e e 1,916 -
Transfer [froml/to profit and foss account.............. e e (904) 1,915
AR July 2006 . ... . e e 1,012 1,916
Deferred tax is measured on a non-discounted basis at the tax rates expected to apply in
the periods 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
At 31 July 2000 e e e 2,008 2,134
Credited to profit and (055 @CCOUME ...ttt e e et e {120} {128)
AtIT July 2008 . .. .. e e 1,888 2,008
19. Contingent liabilities
Additional transfer fees payable of £2,690,670 £2005: £6,214,000) will arise if certain
conditions in transfer contracts at 31 tuly 2006 are fulfilled.
Under the terms of certain centracts 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 £5,220,205 (2005: £1,655,000].
2006 2006
Number £
20.Called up share capital
Authorised - ordinary sharesof €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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21.Reserves

The movement on reserves during the year was as follows:

At 3T JUlY 2005 e

Loss for the year . ... . e e
AT July 2006 . . e

22.Shareholders’ funds

The reconciliation of movements in shareholders’ funds was as follows:

[Loss)/profit for Ehe year .. ... e
Net [deduction from)/addition to shareholders funds .............. ... ... ... . ...c.....

Opening shareholders funds . ...t e e
AET JULY 2008 ... ...ttt

23.Gross cash flows

Returns on investments and servicing of finance

Interest received ... ... ... .. . i
Interestpaid ....... ... ... .. i
Interest element of finance leases and hire purchase contracts .

Capital expenditure
Payments to acquire tangible fixedassets .................
Proceeds from sale of tangible fixedassets ................

Payments to acquire intangible fixed assets ................
Proceeds from sale of intangible fixed assets ..............

Financing

Newbankloans ........ ... .. i i
Repaymentofbank loans ........... ... .. ... ... ...
Capital element of finance leases and hire purchase contracts

Share Profit
premium and loss
account account
£000 £'000
32,882 10,083
- 4,257)
32,882 5,826
£000 £'000
(4,257) 7,533
[4,257) 7,533
43,139 35,606
38,882 43,139
£000 £000 €000 £'000
1 17
(1,626) (1,573)
(46) (551
11,6711 (1,511]
(938) (1,490]
493 390
(443] (t,700]
(42,861) (28,323)
14,649 8,166
(28,212) (28,655) [20,157] {21,257
- 5,000
(4,370) [6,906]
(278) 1369
(4,646) [2,275]

35
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24. Analysis of changes in net debt

At 31 July Cash Other At 31 July

2005 Flows Changes 2006

£000 £000 £000 £000

Cashatbankandinhand ............................. 678 [158] - 520
Overdraft . ... ... i e e (7,474 [12,693) - (20,167)
................................................... {6,796 [12,851] - (19,647)
Debt due withinoneyear .............cenveanenans. (4,467 - - [4,467)
Debt due afteroneyear ... ... ... ... ... ... ......... {5,360) 4,370 - (990)
Finance leases ......... oot iiii i, [518) 276 [271) 1513)
(17,141} (8,205] [271] (25,617)

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 £271,000 (2005: €nil}.

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 £287,000 (2005: £280,000).

bj Defined benefit scheme

The company has been advised only of its share of the deficit arising on the defined benefit section of The Football
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 2005, which revealed an increased deficit. The Scheme's
Trustees have stated that the contribution required from the company to make good this deficit was £1,255,626 at

1st April 2006, As a result, an additional provision of £600,000 has been made in these accounts and this has been
shown within pension costs in note 8.

The revised deficit is payable over a period of 10 years, which commenced in May 2004,

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

2006 2005

€000 £'000
Provision at 1 August 2005 .. .. L o 1,028 1,436
Py NS 1M VAT o\t e et e e (313) {408)
InCrease in PrOVISION .. .. e e 500 -
Provisionat 31 July 2006 .. ... . .. L 1,215 1,028

26.Related parties

During the year, the company sold goods and services with a value of £63,158 [2005: £57,343) to its joint ventura
company Liverpoalfc.tv Limited. The joint venture company supplied services with a vatue of £509,831 (2005: £781,114)
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 2006 are shown in note 16.

Since the year end, the company received two loans tatalling £10 million from a director, Mr O R Moores and his family
interests. The loans are unsecured and carry interest at the rate of 6.5% per annum. The loans are repayabte on demand
subject to the lender giving 21 days’ notice to the company.

27 Controlling party

D R Moores, a directar of the company, controls the company as a result of holding 51.6% of its issued shared capital.




