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ARSENAL FOOTBALL CLUB PLC

DIRECTORS' REPORT

The directors present their annual report and the audited financial statements for the year ended 31 May 2011

PRINCIPAL ACTIVITIES

The principal activity of the Company 1s that of a professional footbali club and the related commercial activities

BUSINESS REVIEW AND FUTURE PROSPECTS

The Club achreved a creditable fourth place in the Premier League for season 2010/11 which has resulted in the
Club qualifying for the group stage of the UEFA Champions League for a fourteenth consecutive season In the
2010/11 competiion the Club reached the last sixteen of the UEFA Champions League In the domestic cup
competitions the Club reached the Carling Cup Final and the 6th round of the FA Cup The Club’s external
revenues were shightly increased as a resuit of improved Premier League overseas broadeasting distributions and
addittonal commercial activity

The corporate structure together with the legal and financial agreements put in place in connection with the Arsenal
Heldings plc group’s financial arrangements for the Emirates Stadium means that ticket revenues for the Emirates
Stadium are managed, controlled and accounted for by a fellow subsidiary company, Arsenal Stadium Management
Company Limited, rather than the Club itself Arsenal Stadium Management Company Limited pays the Club an
appearance fee out of the ticket revenues it collects The amounts of appearance fee are determined purely by
reference to the level of cash banked from ticket sales 1n accordance with the special purpose legal and financial
arrangements in place The timing of receipt of certain elements of ticket income has resuited in a decrease in the
appearance fee recognised 1n the 2010/11 financial statements

There are a number of potential risks and uncertainties which could have a material impact on the Company’s long
term performance and these nisks and uncertainttes are monitored by the Board on a regular basis In particular, the
Company’s income 1s affected by the performance and popularity of the first team because sigmificant sources of
revenue are derived from strong team performances in the Premter League, FA Cup and UEFA Champions League
(or UEFA Europa League) and the level of income will vary dependent upon the team s participation and
performance n these competiions The Club 15 regulated by the rules of the FA, Premier League, UEFA and FIFA
and any change to FA, Premier League, UEFA and FIFA regulations in future could have an impact on the
Company as the regulations cover areas such as the format of compettions, the division of broadcasung income,
the eligibihty of players and the operation of the transfer market The Company monitors 1ts comphance with all
applicable rules and regulations on a continuous basis and also monitors and constders the impact of any potential
changes

Emirates Stadium continues to provide high quality match-day facilities and o generate revenues which provide the
Club with the sound financial base and level of financial resources from which it can buld the strongest possible
future

The Company’s financial instruments comprise mainly of cash and bank balances, debentures and various items,
such as trade debtors and trade creditors, that arise directly from its operations The main purpose of these financial
mstruments 15 to provide finance for the Company’s operations The mamn risks arising from the Company’s
financial instruments are liquidity and foreign currency risks and the Board reviews and agrees its policy for
managing these rsks

The Company has entered mto forward exchange contracts the purpose of which 1s to mimimise its exposure to
exchange rate risk in relation 1o certain Euro denominated receivables The Company does not hold or 1ssue
derivative financial instruments for speculative purposes




ARSENAL FOOTBALL CLUB PLC

DIRECTORS' REPORT (continued)

GOING CONCERN

The Company's bank facilities are not currently due for renewal. however, the Company has held a discussion with
its banker about these facilities and no matters have been drawn to 1ts attention to suggest that renewal may not be
forthcoming on acceptable terms The directors have considered the Company’s financial position, resources and
revenue streams (including those from stadium/match-day activities and the Premier League TV contract} and they
believe the Company, which 1s 2 member of the Arsenal Holdings plc group, 15 well placed to manage its business
risks successfully

Accordingly, the directors have a2 reasonable expectation the Company has adequate resources to continue in
operational existence for the foreseeable future and the financial statements continue to be prepared on the gowng
concern basis

RESULTS AND DIVIDENDS
The results for the year are set out on page 6

The directors did not pay or declare a dividend for the year (2010 - £24 9 million)

DIRECTORS
The directors of the Company, all of whom served throughout the year, are set out below -

RCL Carr

K J Friar OBE

| E Gaadis

Lord Harnis of Peckham
P D Hill-Wood

Sir Chips Keswick

E § Kroenke

In addition D D Fiszman served as a director until 13 April 2011

POLITICAL AND CHARITABLE CONTRIBUTIONS

During the year, the Company made donations for charnable purposes amounting to £101,834 (2010 - £97,801) and
£N1l political contnbutions (2610 - £Ni1l)

CREDITOR PAYMENT POLICY

The Company’s policy 1s to pay all creditors 1n accordance with contractual and other legal obligations Advantage 1s
taken of available discounts for prompt payment whenever possible The rate. expressed 1n days, between the amounts
invoiced to the Company by its suppliers in the year and the amount owing to trade and other creditors at the year
end was 62 days (2010 - 57 days)

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 opportunities policy The aim of this policy 1s t0 ensure that there should be equal
opportunity for all and this applies to external recruitment, intemal appointments, terms of employment, conditions
of service and opportumity 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 pracucal limitations of the disabihity Should, for whatever reason, an employee of
the Company become disabled whilst 1n employment. every step, where appropriate will be taken to assist with
rehabilitation and suitable re-traiming



ARSENAL FOOTBALL CLUB PLC

DIRECTORS' REPORT (continued)

EMPLOYEES (continued)

The Company maintains its own health, safety and environmental pohicies covering all aspects of 1ts operations
Regular meetings and inspections take place to ensure all legal requirements are adhered 10 and that the Company 1s
responstve to the needs of the employees and the environment.

DIRECTORS’ RESPONSIBILITIES

The directors are responsible for preparing the Annual Report and the financial statements 1n accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (Umited Kingdom Accounting Standards and applicable law) Under company law the directors
must not approve the financial statements unless they are satisfied that they 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 penod In preparing these financial
statements, the directors are required to

¢  select suitable accounting polictes and then apply them consistently,
*  make judgements and estimates that are reasonable and prudent,

e state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements, and

s prepare the financial statements on the going concern basis unless 1t 1s wmappropriate to presume that the
Company will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company’s transactions and 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 Companies Act 2006 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 rregulanties

DISCLOSURE OF INFORMATION TO AUDITOR
In the case of each of the persons who 1s a director of the Company at the date when this report was approved

* 50 far as each of the directors 1s aware, there 15 no relevant audit information (as defined in the Companies Act
2006) of which the Company’s auditor 1s unaware, and

« each of the directors has taken all the steps that he ought to have taken as a director to make himself aware of
any relevant audit information (as defined) and to establish that the Company’s auditor 1s aware of that
information

AUDITOR

A resolution to re-appoint Deloitte LLP as the Company™s auditor will be proposed at the forthcoming Annuai
General Meeting

Approved by the Board of Directors
and signed on bepalf of the Bo

D Miles
Secretary

27 October 2011




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
ARSENAL FOOTBALL CLUB PLC

We have audited the financial statements of Arsenal Football Club plc for the year ended 31 May 2011 which
comprise the Profit and Loss Account, the Balance Sheet and the related notes 1 to 26 The financial reporting
framework that has been applied 1n their preparation 1s applicable law and United Kingdom Accounting Standards
(United Kingdom Generally Accepted Accounting Practice)

This report is made solely to the company’s members, as a body, 1n accordance with Chapter 3 of Part 16 of the
Compames Act 2006 Our audit work has been undertaken so that we might state to the company’s members those
matters we are required to state to them n an auditor’s 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 auditor

As explained more fully in the Directors’ Responsibihties Statement, the directors are responsible for the
preparation of the financial statemenis and for being sausfied that they give a true and fair view  Our responsibility
15 to audit and express an opinion on the financial statements in accordance with applicable law and International
Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing Practices Board’s
Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures 1n the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or
error  This includes an assessment of whether the accounting policies are appropriate to the company’s
circumstances and have been consistently applied and adequately disclosed, the reasonableness of sigmificant
accounting estimates made by the directors, and the overall presentation of the financial statements In addition, we
read all the financial and non-financial information 1n the annual report to 1dentify material inconsistencies with the
audited financial statements If we become aware of any apparent material misstatements or Inconsistencies we
consider the imphcations for our report

Opinion on financial statements
In our opinion the financial statements

. give a true and fair view of the state of the company’s affairs as at 31 May 2011 and of 1ts profit for the
year then ended,

. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice,
and

. have been prepared in accordance with the requirements of the Compames Act 2006

Opimon on other matters prescribed by the Companies Act 2006
In our opimion the mformation given n the Directors Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to
you 1f, in our opmion
. adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us, or
the finghcial statements are not 1n agreement with the accounting records and returns, or




ARSENAL FOOTBALL CLUB PLC

PROFIT AND LOSS ACCOUNT

Year ended 31 May 2011

Note

Turnover 1,2

Operating expenses 3

Operating profit/(loss)

Profit on disposal of tangible fixed
assets

Profit on disposal of player
registrations

Profit/(loss) on ordinary activities
before interest

Net interest (payable)/recervable 4

Profit on ordinary activities before
taxation

Taxation 7

Profit after taxation 19

2011 2010
Operations Operations
excluding excluding
player Player player Player
trading trading Total trading Trading Total
£000 £000 £7000 E£'000 £7000 £'000
196,533 735 197.268 228,531 460 228,991
(167,346) (21,658) (189,004) (154,463) (25,033) (179,496)
26,187 (20,923) 8,264 74,068 (24,573) 49,495
35 - 35 10 - 10
- 6,256 6,256 - 38,137 38,137
29,222 (14,667) 14.555 74,078 13,564 87,642
(204) 163
14,351 87,805
(1,380) 4,515
12,971 92,320

All trading resulted from continuing operations

Player trading consists primarily of the amortisation of the costs of acquinng player registrations, any impairment

charges and profit on disposal of player regisirations

There were no recognised gains or losses 1n the current or previous year other than those recorded in the profit and
loss account and, accordingly, no statement of total recognised gains and losses 1s presented




ARSENAL FOOTBALL CLUB PLC

BALANCE SHEET

31 May 2011
2011 2010
Note £'000 £°000

Fixed assets
Tangible fixed assets 9 37,778 34,994
Intangible fixed assets 10 55,717 60,661
Investments 11 6,520 6,520

100,015 102,175

Curreat assets

Stock - retail merchandise 12 1,113 1,887
Debtors - due within one year 13 19,826 51,601

- due after one year 13 243,020 219,819
Cash and short term deposits 53,652 47,932

317,611 321,239

Creditors amounts falling due within one year 14 (51,505) (71,435)
Net current assets 266,106 249,804
Total assets less current habilities 366,121 351,979
Creditors amounts faling due after more than one year 15 (173,182) (169,880)
Provisions for liabilities 16 {14,818) (16,949)
Net assets 178,121 165,150

Capital and reserves

Called up share capital 17 62 62
Share premium 18 56,696 56,696
Joint venture reserve 18 1,470 1,470
Profit and loss account 19 119,893 106,922
Shareholders' funds 20 178,121 165,150

These financial statements of Arsenal Football Club ple {registered number 109244) were approved and authorised
for 1ssue by the Board of Directors on 27 October 2011

Signed on behalf of the Board of Directors

€

K J Friar OBE™
Director




ARSENAL FOOTBALL CLUB PLC

NOTES TO THE ACCOUNTS
Year ended 31 May 2011

1.

Accounting policies

The financial statements are prepared under the historical cost convention and 1n accordance with applicable
United Kingdom Generally Accepted Accounting Practice and, as described in the Directors’ Report, on the
going concern basis  The particular accounting policies adopted are described below and have been applied
consistently throughout the current and preceding year

Basis of preparation of financial statements

The Company has not produced consolidated financial statements as 1t qualifies for exemption under section
400 of Companies Act 2006 as a wholly owned subsidiary of a United Kingdom parent company, Arsenal
Holdings ple. which publishes consolidated financial statements

Cash flow statement
As a wholly owned subsidiary of a parent company which publishes a consolidated cash flow statement, the
Company 1s exempt from the requirement to present a cash flow statement as per FRS 1 (revised 1996)

Investment in joint venture

The joint venture 1s an undertaking in which the Company holds an interest on a long-term basis and which 1s
Jointly controlled by the Company (which holds 50% of the voting rights) and Kroenke Sports Enterprises
under a contractual arrangement

Investments are stated at cost less provisions for impairment Impairment charges on investments are
reported as exceptional items after operating profits

Turnover and income recognition
Turnover represents income recervable, net of VAT, from football and related commercial activities  The
Company has one class of business which 1s the principal activity of operating a professional football club

Certain special purpose arrangements have been established 1n connection with the Arsena! Holdings plc
group’s financing arrangements for Emirates Stadium and, with effect from the start of the 2006/07 football
season, ticket revenues for Emirates Stadium are received and accounted for by a fellow subsidiary company,
Arsenal Stadium Management Company Lumited Under the terms of the related financial and legal
agreements, the Company receives appearance fees from Arsenal Stadium Management Company Limited
which are accounted for as part of match day revenue Match day revenue 1s recognised over the penod of
the football season as games are played Sponsorship and similar commercial income 1s recognised over the
duration of the respective contracts The fixed element of broadcasting revenues 1s recognised over the
duration of the football season whlst facality fees for live coverage or mghlights are taken when earned

Merit awards are accounted for only when known at the end of the financial period UEFA pool distnbutions
relating to participation 1n the Champions League are spread over the matches played in the competition
whilst distributions relating to match performance are taken when earned, these distributions are classified as
broadcasting revenues Fees receivable 1n respect of the loan of players are included in tumnover over the
period of the loan

Depreciation

Depreciation 1s calculated to reduce the cost of plant, equipment, motor vehicles and land and buildings to
the anticipated residual value of the assets concerned 1n equal annual instalments over their estimated useful
lives as follows

Freehold buildings 2% per annum

L.easehold properties Over the period of the lease
Piant and equipment 10% to 20% per annum
Motor vehicles 25% per annum

Freehold land 1s not depreciated



ARSENAL FOOTBALL CLUB PLC

NOTES TO THE ACCOUNTS
Year ended 31 May 2011

1.

Accounting policies (continued)

Stocks
Stocks comprise retail merchandise and are stated at the lower of cost and net realisable value

Player costs

The costs associated with acquiring players’ registrations or extending their contracts, including agents’ fees,
are capitahsed and amortised, in equal instalments, over the period of the respective players’ contracts
Where a contract life 1s renegotiated the unamortised costs, together with the new costs relating to the
contract extension, are amortised over the term of the new contract Where the acquisition of a player
registration nvolves a non-cash consideratton, such as an exchange for another player registration, the
transaction 1s accounted for using an estimate of the market value for the non-cash consideration Prowvision
15 made for any impairment and player registrations are written down for impairment when the carrying
amount exceeds the amount recoverable through use or sale The carrying amount 15 generally based on the
playing squad as a whole

Under the conditions of certain transfer agreements or contract renegotiations, further fees will be payable in
the event of the players concerned making a certain number of First Team appearances or on the occurrence
of certain other specified future events Liabthities in respect of these additional transfer fees are accounted
for, as provisions, when 1t becomes probable that the number of appearances will be achieved or the specified
future events will occur

Profits or losses on the sale of players represent the transfer fee receivable, net of any transaction costs, less
the unamortised cost of the applicable player’s registration

Remuneration of players 1s charged 1n accordance with the terms of the applicable contractual arrangements
and any discretionary bonuses when there 1s a legal or constructive obhigation

Debt
The carrying value of long term debt s not discounted

Foreign currencies

Transactions denominated in foreign currencies are translated at the exchange rate at the date of the
transaction Foreign currency assets and habilities held at the year end are translated at year-end exchange
rates or the exchange rate of a related forward exchange centract where appropriate  Exchange gains or
losses are dealt with 1n the profit and loss account

Deferred mncome
Deferred income represents mcome from sponsorship agreements and other contractual agreements which 1s
credited to the profit and loss account over the period of the agreements

Leases
Rentals payable under operating leases are charged to the profit and loss account evenly over the lease

period

Pensions

The Company makes contributions on behalf of employees and directors to a number of independently
controlled defined contribution and money purchase schemes, the principal one of which 1s The Football
League Pension and Life Assurance Scheme Contributions are charged to the profit and loss account over
the peniod to which they relate

In addition, the Company 15 making contributions 11 respect of its share of the deficit of the defined benefit
section of The Football League Pension and Life Assurance Scheme (the “Scheme”) A provision has been
established for the Company’s share of the defieit which exists 1n this section of the scheme and this additional
contribution 15 being charged to the profit and loss account over the remaining service life of those Arsenal
employees who are members of the Scheme The amount attnbutable to employees who have retired or who
have left the Company has been charged to the profit and loss account

Under FRS 17 - Reurement Benefits — the Scheme would be treated as a defined benefit multi-employer
scheme The Scheme’s actuary has advised that the participating employers’ share of the underlying assets and
habiliies cannot be 1dentified on a reasonabie and consistent basis and accordingly no disclosures are made
under the provisions of FRS 17

The assets of all schemes are held n funds independent from the Company




ARSENAL FOOTBALL CLUB FLC

NOTES TO THE ACCOUNTS
Year ended 31 May 2011

Accounting policies (continued)

Taxation
Current tax, including UK corporation tax 1s provided at amounts expected to be paid (or recovered) using
the tax rates and laws that have been enacted or substantively enacted by the balance sheet date

Deferred 1ax 15 recognised tn respect of all timing differences that have originated but not reversed at the
balance sheet date where transactions or events that result in an obligation to pay more tax n the future or a
right to pay less tax in the future have occurred at the balance sheet date Timing differences are differences
between the Company's taxable profits and 1ts results as stated in the financial statements that arise from the
inclusion of gains and losses n tax assessments 1n periods different from those in which they are recognised
in the financial statements

Deferred tax 1s measured at the average tax rates that are expected to apply in the periods in which the iming
differences are expected to reverse, based on tax rates and laws that have been enacted or substantively
enacted by the balance sheet date Deferred tax 1s measured on a non-discounted basis

A deferred tax asset 15 recogmsed only when, on the basis of available evidence, 1t can be regarded as more
likely than not that the reversal of underlying timing differences will result 1n a reduction n future tax
payments

Turnover
Turnover, all of which onginates n the UK, compnses the following

2011 2010

£000 £°000

Match day revenues 65,507 100,465
Broadcasting 85,244 84,584
Retail 13,240 12,609
Commercial 32,542 30,873
Player trading 735 460

197,268 228,991

Match day revenues include staging appearance fees receivable from a fellow subsidiary, Arsenal Stadium
Management Company Limited

The amounts for staging appearance fee are receivable in accordance with the financial and legal agreements
put 1n place in connection with the Arsenal Holdings plc group's financing arrangements for Emirates
Stadium and, n particular, 1n connection with the fixed interest bonds 1ssued by Arsenal Secunties plc, a
fellow subsidiary

The special purpose nature of these legal and financial arrangements means that the amounts of staging
appearance fees receivable by the company are deterrmined purely by reference to the levels of cash banked
by Arsenal Stadium Management Company Limited from ticket sales Consequently the staging appearance
fees may vary as a result of timung differences which arise between the collection of ticket revenues and the
group’s accounting policies for income recognition and deferred income




ARSENAL FOOTBALL CLUB PLC

NOTES TO THE ACCOUNTS
Year ended 31 May 2011

3. Operating expenses
Operating expenses comprise

Amortisation of player registrations
Depreciation

Total depreciation and amortisation

Staff costs (see note 6)
Other operating charges

Other operating charges are stated after charging

Auditor’s remuneration - audit of the company’s financial statements
- other services '
- tax services

Operating lease payments - plant and machinery
- other

2011 2010
£2000 £'000
21,658 25,033
3,116 2,719
24,774 27,752
121,610 107,944
42,620 43,800
189,004 179,496
58 50

97 50

88 1,554

150 163

201 134

The level of fees for tax services in the prior year reflected the resolution of a number of 1ssues with HM

Revenue & Customs

4. Net interest (payable)/receivable

Interest payable and similar charges -
Bank loans and overdrafts
Other

Total interest payable and similar charges
Interest receivable

Net interest (payable)/receivable

S. Directors’ emoluments

Emoluments
Pension contributions

Emoluments of the highest paid director

Pension contributions of the highest paid director

2011 2010
£7000 £000
(13) (25)
(341) (343)
(354) (368)
150 531
(204) 163
2011 2010
£000 £000
2,472 2,909
100 100
2,572 3,009
1,629 1,718
100 100

11




ARSENAL FOOTBALL CLUB PLC

NOTES TO THE ACCOUNTS
Year ended 31 May 2011
6. Employees (including directors) 2011 2010
Number Number
The average number of persons employed by the Company during the year was
Playing staff 70 66
Training staff 47 42
Administrative staff 248 220
Ground staff 89 88
454 416
In addition the Company used on average 834 temporary personnel on match days {2010 - 861)
2011 2010
£000 £°000
Staff costs:
Wages and salaries 107,333 94,397
Social security cosis 13,049 11,657
Other pension costs 1,228 1,890
121,610 107,944
7. Tax on profit on ordinary activities 2011 2010
£000 £°000
Group relief at 27 67% (2010 - 28%) - 1,426
UK corporation tax charge at 27 67% (2010 - 28%) 3,134 917
Over provision in respect of prior years (1,043) (17,008)
Total current taxation charge/(credit) 2,091 (14,665)
Deferred taxation (see note 16)
Origmation and reversal of tming differences (55) 4,624
Impact of change 1n tax rate (679) -
Under provision 1n respect of prior years 23 5,526
Total tax charge/(credit) on profit on ordinary activities 1,380 (4,515)

From 1 Aprl 2011 the rate of UK corporation tax was reduced from 28% to 26% The company’s deferred
tax liabihities have been revalued based on the 26% rate The impact of the rate change is a deferred tax

credit of £0 7 rmllion

12



ARSENAL FOOTBALL CLUB PLC

NOTES TO THE ACCOUNTS
Year ended 31 May 2011

7. Tax on profit on ordinary activities (continued)

The difference between the total current tax shown above and the amount calculated by applying the standard

rate of UK corporation tax to the profit before tax 1s as follows

Profit on ordinary activities before tax

Tax on profit on ordinary activities at standard UK corporation tax
rate of 27 67% (2010 — 28%)

Effects of

Capital allowances in excess of depreciation

Other uming differences

Expenses not deductible for tax purposes

Group rehef and intra-group adjustments

Adjustments to tax charge in respect of prior years

Current taxation charge/(credit) for the year

2011 2010
£°000 £000
14,351 87,805
3,971 24,585
42) (113)
97 4,513)
396 (3,232)
(1,288)  (14,384)
(1,043)  (17,008)
2,091 (14,665)

Tax losses have been claimed from other group companies for a consideration computed at rates ranging

from ml% up to the full rate of UK corporation tax, currently 27 67%
The tax charge in future years may be affected by

* A change 1n the consideration paid for group relief

¢ The legislation relating to taxation of profits on disposal of intangible assets, including player

registrations, and rollover relief thereon

The Finance Act 2011, which provides for a reduction 1n the main rate of corporation tax to 25% effective
from 1 April 2012, was substantively enacted on 25 July 2011 As this legislation was not substantively
enacted at the balance sheet date, the rate reduction 15 not reflected n these financial statements This 1s 1n
accordance with FRS19, as the rate change 1s a non-adjusting event occurring after the reporting period The
impact of the rate reduction will be reflected in the next reporting period when it 1s estimated to reduce the

Company’s deferred tax liability provided at 31 May 2011 by £0.1 million

8. Drvidends
The Company did not pay or declare a dividend for the year (2010 - £24 9 nullion)

13




ARSENAL FOOTBALL CLUB PLC

NOTES TO THE ACCOUNTS
Year ended 31 May 2011

9.

10.

Tangible fixed assets

Company

Cost

At 1 June 2010
Additions
Disposals

At 31 May 2011
Depreciation

At 1 June 2010
Charge for the year
Disposals

At 31 May 2011

Net book amount
At 31 May 2011

At 31 May 2010

Freehold Leasehold Plant and Motor
properties properties equipment vehicles Total
£000 £000 £'000 £000 £°000
33,257 6,412 9,055 109 48,833
4,310 91 1,499 - 5,900
. - (109) - (109)

37,567 6,503 10,445 109 54,624
7.117 2,399 4,234 89 13,839
1,359 382 1,365 10 3,116

- - (109} - {109) 1
8.476 2,781 5,490 99 16,846
29 091 3,722 4,955 10 37,778
26,140 4,013 4,821 20 34,994

At 31 May 2011 the Company had contracted capital commitments of £1 9 rmllion (2010 - £1 5 mallion)

Intangible fixed assets

Cost of player registrations
At 1 June 2010

Additions

Disposals

A1 31 May 2011

Amortisation of player registrations
At 1 June 2010

Charge for the year

Disposals

At 31 May 2011

Net book amount
At 31 May 2011

At 31 May 2010

£°000

143,972
20,337
(25,987) |

138,322

83,311
21,658

(22,364)

82,605

35,717

60,661

The figures for cost of player registrations are historical cost figures for purchased players only Accordingly
the net book amount of player registrations will not refiect, nor 1s it intended to, the current market value of

these players nor does i1t take any account of players devetoped through the Company's youth system

The directors consider the net realisable value of intangible assets to be significantly greater than their book

value

14



ARSENAL FOOTBALL CLUB PLC

NOTES TO THE ACCOUNTS
Year ended 31 May 2011

11.

12.

Investments 2011 2010
£000 £°000
Cost of investments 25,050 25,050
Being
Investment 1n joint venture 20,000 20,000
Investments (n subsidiary companies 5,050 5,050
25,050 25,050
2011 2010
£°000 £°000
Investment n joint venture
Investments at cost 20,000 20,000
Provision for impairment (18,530} (18,530)
Investment in subsidiary compames
Investments at cost 5,050 5,050
6,520 6,520

The joint venture represents an interest in Arsenal Broadband Limited, a company incorporated in Great
Britain and engaged 1n running the official Arsenal Football Club internet portal The Company owns all of
the 20,000,001 Ordinary “A” shares of £1 each and the one “C” share of £1 1ssued by Arsenal Broadband and
controls 50% of the voting rights

Investments in subsidiary undertakings

At 31 May 2011 the Company had the following subsidiary companies (of which those marked * are
mdrrectly held)

Country of Proportion of Principal
incorporation  Shares owned Activity
Arsenal (Emirates Stadium) Limited Great Britain 100% Property development
Arsenal Stadium Management Company Limuted* Great Britain 100% Stadiumn operations
Arsenal Securites ple Great Britain 100% Financing
Arsenal Overseas Lamited Jersey 100% Retail operations
Filepack Nominees Limted Great Britain 100% Dormant
Stocks 2011 2010
£000 £'000

Retall merchandise 1,113 1,887
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ARSENAL FOOTBALL CLUB PLC

NOTES TO THE ACCOUNTS
Year ended 31 May 2011
13 Debtors 2011 2010
£°000 £°000
Amounts receivable within one year
Trade debtors 3,201 3,462
Other debtors 2,766 18,503
Corporation tax (see note 14) - 13,907
Prepayments and accrued income 13,859 15,729
19,826 51,601
Amounts recoverable after more than one year
Amounts due from group undertakings 240,806 217,391
Prepayments and accrued income 2,214 2,428
243,020 219,819
Other debtors include £0 7 million in respect of player transfers (2010 - £17 9 mulizon)
14. Creditors: amounts falling due within one year 2011 2010
£000 £'000
Trade creditors 7,027 6,737
Corporation tax (see note 13) 3,131 -
Qther tax and social secunity 7,176 5,984
Other creditors and loans 9172 14,276
Accruals and deferred income 24,999 44,438
51,505 71,435
Other creditors, above and as disclosed in note 15, include £10 7 muthion (2010 - £17 7 mullion) 1n respect of
player transfers and directly related costs
15,  Creditors: amounts falling due after more than one year 2011 2010
£'000 £°000
Debenture subscriptions 14,430 14,430
Amount due to group undertakings 142,598 138,402
QOther creditors 5,802 6920
Deferred income 10,352 10,128
173,182 169,880

Under the 1ssue terms the debentures are repayable at par after 131 years The debentures are interest free




ARSENAL FOOTBALL CLUB PLC

NOTES TO THE ACCOUNTS
Year ended 31 May 2011
16. Provision for habihities 2011 2010
£°000 £000
Pensions provision (Note 24 (b)) 970 1,176
Transfers 5,056 6,272
Deferred taxation 8,792 9,501
14,818 16,949

The transfers provision relates to the probable additional fees payable based on the players concerned
achieving a specified number of appearances or the occurrence of certain other specified events In this
respect, new provisions of £3.4 million were made during the year, £0 9 mllion of provisions were
reclassified as creditors and £3 7 million of provisions were cancelled as no longer required

Deferred tax 2011 2010
£000 £000

Deferred tax provision n respect of -

Corporation tax deferred by accelerated capital allowances 562 541

Other timung differences 8,230 8,960

Total deferred taxation provision 8,792 9,501

The deferred tax credit for the year was £0 7 million (2010 - charge of £10 1 mullion)

17.  Called up share capital 2011 2010
£000 £000
Authorised
62,217 Ordinary shares of £1 each 62 62
Called up, allotted and fully paid
61,947 Ordinary shares of £1 each 62 62
18. Share premium and other reserves Jomt
venture Share
reserve  premium
£000 £000
Balance at start and end of year 1,470 56,696
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ARSENAL FOOTBALL CLUB PLC

NOTES TO THE ACCOUNTS
Year ended 31 May 2011
19. Profit and loss account 2011 2010
£000 £°000
Balance at start of year 106,922 39,472
Profit for the year before dividends 12,971 92,320
Dividends - (24,870)
Balance at end of year 119,893 106,922
20 Reconciliation of movement in shareholders’ funds 2011 2010
£000 £'000
Opening shareholders’ funds 165,150 97,700
Profit for the year before dividends 12,971 92,320
Dividends - (24,870)
Closing shareholders® funds 178,121 165,150
21. Leasing commitments

Commitments due under operating leases for the year to 31 May 2012 are 1n respect of

2011 2010

L.and and Land and
buildings Other  buildings Other
£000 £000 £7000 £000

Leases expinng

In less than one year - 25 7 -
Between two and five years 50 139 - 164
After five years 131 - 166 -
181 164 173 164
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ARSENAL FOOTBALL CLUB PLC

NOTES TO THE ACCOUNTS
Year ended 31 May 2011

22, Contingent habilities

Under the conditions of certain transfer agreements in respect of players purchased. further transfer fees will
be payable to the vendors n the event of the players concerned making a certain number of First Team
appearances or in the event of certain other future events specified 1n the transfer agreements In accordance
with the Company’s accounting policy for transfer fees, any additional fees which may be payable under
these agreements, will be accounted for n the year that 1t becomes probable that the number of appearances
will be achieved or the specified future events will occur The maximum unprovided liabihity amounts to
£12 5 mulhion (2010 - 13 9 million)

The Company 1s 2 member of a VAT group and, consequently, 1s contingently Liable for the VAT lLiabilities
of that group The amount outstanding at 31 May 2011 was £11 28 nullien (2010 - £9 86 million)

23. Related party transactions 2011 2010

Income/ Income/

The Company has the following transaction with Arsenal (charge) (charge)

Broadband Limited 1n the year £000 £000

Provision of office services 134 112
Merchandising and advertising sales (286) (617)
Arsenal TV commuission (368) (730)

At 31 May 2011 the balance owing from the Company to Arsenal Broadband Limited was £2,378,000 (2010
£2,132.000)

As a wholly owned subsidiary of Arsenal Holdings ple, a company which publishes consolidated accounts,
the Company 1s exempt from disclosing details of transactions with members of the Arsenal Holdings Group

24, Pensions

a) Defined contribution schemes

Total contributions charged to the profit and loss account during the year amounted to £1,188,099 (2010
£1 850,321)

b) Defined benefit scheme 2011 2010

£000 £'000

Provision at start of year 1,176 1,362
Payments in year (206) (186)

Provision at end of year 970 1,176

The Company 1s advised of 1ts share of the deficit in the Scheme The most recent actuarial valuation of
the Scheme was as at 31 August 2008 and indicated that the contribution required from the Company
towards making good the deficit was £1 33 million at 1 September 2009 (the total deficit in the Scheme
at this date was £13 2 million)

Additional contributions are being charged to the profit and loss account over the remaining service life
of those Arsenal employees who are members of the Scheme The amount attributable to employees
who have already retired or who have left the Company has been charged to the profit and loss account

The agreed revised deficit 1s being paid off over a period of 10 years commencing September 2009
Payments for the year amounted to £206.000 and the profit and loss account charge was £40.000 (2010 -
£40,000)
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ARSENAL FOOTBALL CLUB PLC

NOTES TO THE ACCOUNTS
Year ended 31 May 2011

25.

26.

Post balance sheet events

Since the end of the financial year the Company has contracted for the purchase and sale of various players
The net receipt resulting from these transfers, taking mto account the applicable lewvies, 158 £12 1 million
These transfers will be accounted for in the year ended 31 May 2012

Ultimate parent company

The Company 1s a wholly owned subsidiary of Arsenal (AFC Holdings) Limited, a company mcorporated in
Great Britain  The largest and smallest group i which the Company’s results are included 1s the consohidated
accounts of Arsenal Holdings plc, a company 1ncorporated in Great Britain These consolidated accounts are
available to the public and may be obtained from Arsenal Holdings plc, Highbury House, 75 Drayton Park,
London, N5 1BU

The ultimate parent undertaking and controlling party 1s KSE UK Inc, which owns 66 8% of the share
capital of Arsenal Holdings plc KSE UK Inc 1s mcorporated m the State of Delaware, USA, and 1s
wholly-owned and controlled by Mr E S Kroenke
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