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101st report of the Directors
for the year ended 30 June 2010

The directors present their report on the affairs of The Watlord Association Football Club Limited ("the
Company" or "the Club"), together with the financial statements and auditor's report for the year ended 30
June 2010

Principal activity

The principal activity of the Company continues to be that of a professional football league club

Business review

The Company reported a loss before taxation for the year of £3,689,000 (2009 - loss £1,788,000}

The directors are unable to recommend the payment of a dividend Accordingly, the loss for the year has
been combined with the accumulated defict brought forward as shown in note 17 to the financial

statements

The financial results for the year ended 30 June 2010, which are set out in statutory format on page 9, are
summansed in an amended format below

2010 2009
£'000 £'000
Turnover 11,258 21,805
Wages and salary costs (10,876) {14,997)
Other operating expenses (7,914) (8,553)
Amortisation and impairment of player registrations (1,372) (4,293)
Other operating income 5§51 1,115
Operaling loss {8,353) (4,923)
Profit on disposal of players' registrations 5,129 3,774
Net interest charges (465) {639)
Loss on ordinary activities before taxation (3,689) (1,788)

Turnover

Tota! revenue decreased by £10,547,000 from £21,805,000 to £11,258,000 The figure for 2010 includes
£902,000 of catering income Income from catering was previously included within Watford Catering
Limited, a separate company and fellow subsidiary of Watford Leisure PLC, therefore not appearing within
the Club accounts The business, assets and habiliies of Watford Catenng Limited were acquired by the
Club on 1 July 2009 for a consideration of £664,000 which increased the loan position between Watford
Leisure PLC and the Club Catenng income 1s therefore now reported within the Club and the comparable
revenue against the previous year 1S £10,356,000, a reduction of £11,449,000

Media revenue reduced by £10,414,000, reflecting a reduction in the amounts received from the FA Prermier
League, of £11,305,000 The amount received in 2009 totalled £12,298,000 in parachute payments whereas
in 2010 an amount of £993,000 was received relating to the Premier League Solidarty payments and
reconciing parachute payments The League Basic Award increased from £1,178,000 i 2009 to
£2,527,000 1n 2010 Televised match income also increased from £70,000 i 2009 to £200,000 1n 2010 due
1o two home lgague matches being televised in the year as against one home and one away match in the
previous year, home matches attract a higher fee Cup Match related media income fell from £566,000 in
2009 to £8,000 in 2010 - matches versus Tottenham in the Carling Cup and Chelsea in the FA Cup were
lelevised 1n the previous year with associated income of £375,000 and progression through to the 5th round
of the FA Cup with wins against Scunthorpe and Crystal Palace achieved prize money of £175,000

The Watford Associauon Footbali Club Limited
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101st report of the Directors continued
for the year ended 30 June 2010

Commercial revenues ncreased by £201,000 mainly due to the mclusion of caterng mcome of £483,000
The comparable figure with the previous year therefore shows a shortfall of £282,000 mainly relating to a
reduction in sponsorship income

Matchday revenues reduced by £137,000 from £4,488,000 in 2003 to £4,351,000 in 2010 Again, the
transfer of Watford Catering Limited into the Club increased revenues in the Club by £419,000 In the year,
so the comparable shortfall against the previous year 1s £558,000 mamly relating to Season Ticket income
Season Ticket prices were reduced by an average of 16% - 20% and the total number 1ssued fell by circa
600 resulting in a significant reduction in income

Other income in 2009 of £1,550,000 related to player loan fees In 2010 an amount of £1,353,000 was
receved relating to the Elton John Concert

Wages and salary costs

Salary costs have reduced significantly from the previous year as the results of the business restructuring
have become more evident, with costs falling from £14,997,000 1n 2009 to £10,876,000 in 2010, a reduction
of £4,121,000 The players’ salanes have reduced by £2,744,000 from £10,500,000 in 2009 to £7,756,000 in
2010 and this downward trend will continue as player contracts expire and new contracts fall within the
business plan's player salary structure Football Management, Commercial, Stadium and Administrative
salarnies have ail reduced due to the business restructuring and subsequent staff changes - a total reduction
of £1,5638,000 has been achieved, offset by the inclusion of catenng related salaries

Other operating expenses

Other operating expenses continue to fall, with a reduction of £6398,000 The 2010 amount of £7,914,000
includes catering costs of £565,000 and costs relating to the Elton John Concert of £721,000, so the
comparable movement against the 2009 figure of £8,553,000 s a fall of £1,925000 Followmng the
comprehensive business review and cost reduction programme, cost savings have been achieved across
the business, most notably withun football where savings of £1,065,000 have been implernented and within
stadium and admnistrative areas, where cost savings of £582.000 have been achieved Retall costs have
reduced by £243,000 in line with reduced mcome in the year

Amortisation and impairment of player registrations

Amortisation and imparrment costs have reduced from £4,293,000 to £1,371,000 The pnor year included
£1,500,000 of amortisation relating to N Ellington, the player's book value had been previously imparred to a
level relative to the known lean income which was generated This book value was then fully amortised over
the year long loan in last year's accounts The remaining reduction 1s relative to the sigrificantly lower net
book value of our player registrations

Other operating iIncome

Other operating income includes rent receivable from Saracens Rugby Club for the lease of the Vicarage
Road Stadium and from Kier Loendon, the construction company invelved in the ongoing key worker housing
development at the Stadium, for the lease of office space at the Stadium The previous year also included
amounts payable as compensation from Reading FC in relation to their employment of Brendan Rodgers

Profit on disposal of players' registrations

The protit on disposal of players' registrations comprises total profits of £4,111,000 from the sales ot T
Smuth, M Willamson and T Pnskin and several smaller profits generated by appearances, promotion and
sell-on clauses from players sold, mainly in previous years, totalling £1,018,000

Risks and uncertainties
The Board have considered the nsks and uncertainties that face the business which are principally related to
the costs and revenues nvolved In mamtaining a playing squad and trading in players, and of mamtaining its
league posiion It has also considered the financing requirements of the business that may result and these
are referred to n note 1a)

The Watford Association Football Club Limited
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Future developments
The Club 1s actively seeking new investment to dnve the business forward and to continue with the
redevelopment of the stadium

Directors and their interests

The directors at 30 June 2010 together with ther beneficial interests in the shares of the Company and
parent company, Watford Leisure PLC, at that date, were as follows

Parent company Company
Ordinary 1p shares Ordinary £1 shares
2010 2009 2010 2009
G Taylor Charrman {Non-Executive) - - 123 123

J Winter Chief Executive Otficer (Executive) - - - -
D B Fransen (Non-Executive) - - - -
S R Timperley {Non-Executive) - - - -

None of the directors has any interest in the share capital of any other group company
During the year ended 30 June 2010, the following appointments, as directors, were terminated

G Russo - terminated 23 December 2009

V Russo - terminated 23 December 2009

R R Williams - terrinated 23 December 2009

C J Norton, as an alternate director for G Russo, V Russo and R R Willams - terminated 23
December 2009

There has been no change in directors since the year end
The Company has in place Directors’ and Officers' Liability insurance with a third party

Directors' responsibilities

The directors are responsible for preparing the directors' report and the financial statements in accordance
with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law
the directers have elected to prepare the financial statements in accordance with United Kingdorn Generally
Accepted Accounting Practice {(United 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 prepanng these financial statements, the directors are required to

«  select sutable accounting policies and then apply them consistently,
. make |udgements and estimates that are reasonable and prudent,

+  state whether applicable UK Accounting Standards have been followed, subject to any matenal
departures disclosed and explained n the financial statements, and

. prepare the financial statements on the going concern basis unless it 1S inappropnate to presume
that the Company will continue in business

The Watford Association Football Club Limited
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101st report of the Directors continued
for the year ended 30 June 2010

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 ime the financial position
of the Company and enable them to ensure that the financial staternents 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 irregularties

In so far as the directors are aware

there 1s no relevant audit iInformation of which the Company's auditor 1s unaware, and

the directors have taken all steps that they ought to have taken to make themselves aware of any
relevant audit mformation and to establish that the auditor 1s aware of that information

The directors are responsible for the maintenance and mntegnty of the corporate and financral information
included on the Company’s website

Payment of suppliers

The Company seeks the best possible terms from suppliers appropriate to its business and, i placing
orders, gives consideration to quabty, price and terms of payment ‘which will be agreed with each supplier
when detalls of each transaction are settled The Company will continue to henour its contractual and legat
obligations and to pay contractors and suppliers on the dates agreed in contracts and purchase orders
'‘Being mindful that the Company transacts with many smalt suppliers the group endeavours to meet the
Government's best practice guidelines and pay suppliers within thirty days from receipt of invoice whenever
the invoice can be matched to an order and can be duly authonsed with no quenes ansing thereon

Overall, the ratio expressed in days between the amounis invoiced to the Company by its suppliers
(excluding transfer fees payable) and the amount owed to its creditors at 30 June 2010 was 42 days

Chantable and political donations

During the year the Company made charitable donations amounting to £3,477 No political donations were
made during the year

Post balance sheet events
Details of post balance sheet events are set out in note 24 to the financial statements

Auditors

A resolution concerning the reappointment of Chantrey Vellacott DFK LLP as auditors of the Company will
be proposed at the forthcoming Annual General Meeting

Signed on behalf of the Board

P J Wastall Q&x;: \M AL

Company Secretary

Approved by the Board on 31 Qctober 2010

o /{\ The Watford Association Football Club Limited
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Independent auditor’s report
to the members of The Watford Association Football Club Limited

We have audited the financial statements of the Club year ended 30 June 2010 which compnse the
Profit and Loss Account, the Balance Sheet, the Cash Flow Statement and the related notes The
financial reporting framework that has been applied in their preparation 1s applicable faw and United
Kingdom Accounting Standards {United Kingdom Generally Accepted Accounting Practice)

This report 1s made solely to the Company's members, as a body, in accordance with Chapter 3 of Part
16 of the Companies Act 2006 Qur audit work has been undertaken so that we might state to the
Company's members those matiers we are required to state to them n an auditors’ 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

As explamned more fully in the Directors' Responsibilities Statement on page 5, the drectors are
responsible for the preparation of the financial statements and for being satisfied that they give a true
and far view Our responsibility 1s to audit the financial statements in accordance with applicable law
and International Standards on Auditing (UK and Ireland) Those standards require us fo comply with
the Auditing Practices Board's Ethical Standards for Auditors , , S P

Scope of the audit of the financial statements ~

An audit involves obtaiming evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from matenal
misstatement, whether caused by fraud or error This Includes an assessment of whether the
accounting policies are appropnate to the Company's circumstances and have been consistently
applied and adequately disclosed, the reasonableness of significant accounting estimates made by the
directors, and the overall presentation of the financial statements

Opinion on financial statements

in our opinion the financial statements
. gwve a true and farr view of the state of the Company’s affairs as at 30 June 2010 and of
its loss 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 Companies Act 2006

Emphasis of matter - Going concern

In forming our opiwion on the financial statements, which 1s not quahfied, we have considered the
adequacy of the disclosures made n note 1a) to the financial statements concerning the Company's
ability to continue as a going concern At 30 June 2010 the company's liabilities exceeded its total
assets by £10,958,000, following a loss for the year of £3,689,000

The validity of the going concern basis 1s dependent on the assumptions underlying the financial
projections being accurate, the financial projections being substantally realised and the Company's
abilty to raise sufficient new capital to the extent that may be required

These conditions indicate the existence of a matenal uncertainty which may cast significant doubt
about the Company’s ability to continue as a going concern The financial statements do not inciude
the adjustments that would result if the Company was unable to continue as a going concern

The Watford Association Football Club Limited
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Independent auditor’s report continued
to the members of The Watford Association Football Club Limited

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the informaticn given in the Directors’ Report for the financial year for which the
financial statements are prepared i1s 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 if, in our opinion

. adequate accounting records have not been kept, or returns adequate for our audit have
not been receved from branches not visited by us, or

. the financial statements are not in agreement with the accounting records and returns, or

. certain disclosures of dwrectors' remuneration specified by law are not made, or
we have not recewved all the mformation and explanations we reguire for our audit

C/L\Mﬁ\mkaé\y\ DL L0

DAVID JAMES (Senior Statutory Au
for and on behal Y VELLACOTT DFK LLP
ccountants and Statutory Auditor

London
1 November 2010

-
» * '—
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Profit and loss account
for the year ended 30 June 2010

Operations Player
excluding trading
Notes player trading (note 8) 2010 2009
£'000 £'000 £'000 £'000
Turnover
Continuing operations 10,356 - 10,356 21,805
Acquisitions 9 902 - 902 -
2 11,258 - 11,258 21,805
Costof sales 15,0435 1,372 16,421 23,2588
Gross loss (3,791) {1,372) (5,163) {1,483)
Administrative expenses 3,741 - 3,741 4,555
(7,532) (1,372) (8,904) (6,038)
Other operating Income 3 551 - 551 1,115
Operating loss {6,981) (1,372) (8,353) (4,923)
Attributable to
Continuing operations (7,157) (1,372) (8,529) (4,923)
Acguisitions 9 176 - 176 -
Profit on cisposal of players’
registrations - 5,129 5,129 3,774
Interest receivable 4 7 - 7 44
Interest payable and similar
charges 4 (472) - (472) (683)
Loss on ordinary activities
before taxation 5 (7,446) 3,757 (3,689) {1,788)
Tax on loss on ordinary
activittes 7 - -
Loss for the financial year 17 £(3,689) £(1,788)

The business, assets and habilities of Watford Catering Limited were acquired by the Club on 1 July
2009 for a consideration of £664,000 which increased the loan position between Watford Leisure
PLC and the Club {see note 9) None of the Company's other activites were acquired or
discontinued dunng the above two financial years

The Company has no recognised gains or losses other than those included in the results above and
therefore no separate statement of total recognised gains and losses has been presented

There 1s no difference between the results shown above and their historical cost equivalents

The notes on pages 12 to 26 form part of these financial statements

[2NEPIN
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Balance sheet

at 30 June 2010

Notes
Fixed assets
Intangible assets 1(c)} &8
Tangible assets 1(d)&10
Current assets
Stocks 1(h) & 11
Debtors 12
Cash at bank and in hand
Creditors amounts falling due
within one year 13
Net current habilities
Total assets less current habilities
Creditors amounts falling due
after more than one year 14
Deferred capital grants and contrnibutions 15
Capital and reserves
Called up share captal 16
Profit and loss account
- accumulated deficit 17
Shareholders' funds 18

2010 2009
£'000 £000
978 2,218
13,074 12,868
14,052 15,086
113 96
3,574 2,433
686 37
4,373 2,566
13,867 10,311
(9,494) (7,745)
4,558 7,341
(15,491) (14,581)
{25) {29)
£(10,958) £(7,269)
1,073 1,073
(12,031) (8,342)
£(10,958) £(7,269)

Approved by the Board of Directors on 31 October 2010 and signed on its,behalf

G TAYLOR - Charrman

Company registration number - 104194

<\

—

The notes on pages 12 to 26 form part of these financial statemenis
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Cash flow statement
for the year ended 30 June 2010

Notes
Operating activities
Net cash outflow from
cperating actvities 19 (a)

Returns on investments
and servicing of finance

Interest received
Interest pad

Net cash outflow from returns on
investments and servicing of finance

Capital expenditure

Payments to acquire intangible
tixed assets

Payments to acquire tangible
fixed assets

Receipts from sales of
intangible fixed assets

Receipts from sales of tangible fixed
assets

Net cash (outflow) / inflow
before financing

Financing 19 (b)

{Repayments) / advances of group
loans

Advances / (repayments) of bank
and other loans

Net cash inflow / {outflow) from financing

Increase / (decrease) in cash
in the year 19 (c)

2010
£'000 £'000
(6,346)
7
(303)
(296)
(1,928)
(248)
4,056
111
1,991
(4,651)
(153)
5,341
5,188
£537

The notes on pages 12 to 26 form part of these financial statements

2009
£'000 £'000
(1,722)
44
(693)
(649)
(3,424)
(433)
8,538
4,681
2,310
1,896
(6,809)
(4,913)
£(2,6083)

The Watford Association Football Club Linited
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Notes to the financial statements
for the year ended 30 June 2010

Accounting pohicies
The principal accounting policies are as follows
a) Basis of accounting

The financial statements are prepared under the historical cost convention and In accordance with
applicable accounting standards

The Company made a loss for the year of £3,689,000 and had net habilities at 30 June 2010 of
£10,958,000

The financial statements have been prepared on a gomng concern basis which the directors of the
Company believe to be appropniate for the reasons outhned below

The directors acknowledge that the football club, similar to many other Championship clubs, will be likely
to continue making operating losses Therefore, the Company remains reliant upon its ability to raise
finance through other means

The support of the directors of the Company and sharehoiders of the parent company has been evident
in the past and continues to be of significant iImportance Duning the year to 30 June 2010 loans totalling
£6,978,168 were made avallable by certain directors of the Company and a shareholder of the parent
company Of these loans, £6,478,168 was canverted into secured bonds issued by the parent company
after the year end (see note 24) The directors will be working to ensure that the parent company is able
to satisfy the condiions of the Bond upon exprry, or otherwise seek to ensure the continued support of
the Bond holders

The Company's bankers have indicated that, so long as the Company continues to operate within its
financial plan, regular renewal of the £1m overdraft facility will be available and extenstons to this will be
considered to bndge gaps in cashflow

The Company has prepared detalled cash flow forecasts for the penied to 30 June 2015 Those forecasts
show that the Company does not currently have faciliies in place to fund all of the projected cash
requirements over the next twelve month pencd The directors acknowledge that as a football ¢lub which
mvests significantly in its youth and recruitment policies, the trading of players 1s cntical to the business
model of the Company The directors are confident that through a combination of player sales and
directors and / or shareholder support the requirement to 30 June 2011 will be satisfied

The directors consider that new investment into the business 15 absolutely vital 1n order to allow the
Company to move forward from what has been a difficuit time financially The directors will continue to
manage the Company's resources and seek to increase income and control costs at all tmes These
financial statements show the dramatic cost reductions that have already been made to ensure that the
impact of the loss of £12 million of revenue has been mimimised and the current period will show further
reductions In casts, as many players' contracts expired and new contracts were signed within the
business structure necessary to enable sustainability

The directors are confident that the going concern basis 1s appropnate, and believe that new investment
will be forthcoming in the peniod required and that otherwise bond holder support wili enable the
Company more time to secure such investment

The Watford Association Football Club Limited
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b) Turnover

Turnover represents income ansing from sales to third parties and excludes transfer fees receivable
(which are dealt with in the profit on disposal of players’ reqistrations) and value added tax

1} Season ticket and corporate hosprtality income I1s recognised over the penied of the feotball season
as home matches are played

1) Fixed elements of FA Premier League and Football League central broadcasting contracts are
recognised over the period of the football season as league matches (home and away) are played
and Football League appearance fees are accounted for as earned

u) Sponsorship contracts are recognised over the duration of the contract, either on a straight-line
basis, or over the penod of the football season, as appropnate based on the terms of the contract
Catening revenues are recogrised on an earned basis Income from the sale of branded products Is
recognised at the point of dispatch when significant nsks and rewards of ownership are deemed to
have been transierred to the buyer

¢) Intangible assets
1) Acquired players' registrations

The costs associated with the acquisiion of players' registrations are initially recorded at the date of
acquisition as intangible fixed assets Part of the acquisition cost may be dependent upen the number of
appearances and the directors exercise their judgement on the probability of the deterred consideration
becoming payable and capitalising that cost as an intangible asset These costs are fully amortised over
the penod of the relevant player's contract

Intangible assets are tested for imparment at each balance sheet date An imparment loss 1s
recognised for the amount by which the asset's carrying value exceeds its recoverable amount The
drectors' valuation of a player's registration 1s amved at by reference to market conditions and
comparative data of recent transactions Imparment losses are recogmsed In the profit and loss
account

n)  Amortisation

Amorlisation 1s charged to the profit and loss account on a straight-ine basis over the length of each
player's contract

d) Tangible fixed assets, capital grants and depreciation

Tangible tixed assets are stated at thewr gross cost or valuation less accumulated depreciation and
impairment losses Assets under construchon are not depreciated until they are brought into use

Capital grants and contnbutions 1o capital expenditure are credited to deferred income and are released
to the profit and loss account over the expected useful ives of the assets to which they relate

Depreciation 1s charged to the profit and loss account, to wnite off the cost of property, plant and
equipment less estimated residual value, on a reducing balance basis, over their estmated useful ives
as follows

Freehold bulldings - over 25 years and 10 years

Plant & equipment - 25% on reducing balance

Motor vehicles - 25% on reducing balance

Leasehold improvements - over the shorter of the unexpired term of the lease and 20 years

The Watford Association Football Club Limited
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Notes to the financial statements continued
for the year ended 30 June 2010

e} Signing on fees

Sigring on fees are charged to the profit and loss account on a straight line basis over the period of the
player's contract Prepayments/accruals arsing at each penod end are included within prepayments and
accrued income or accruals within current assets and habiliies, as appropriate Where a player's
registration 1s transferred, any signing on fees payable in respect of future periods are charged against
the profit/(loss) on disposal of players' registrations in the period i which the disposal 1s recognised

fy Pouring nghts

Payments made to release the Company from exclusive supply provisions relatng to alcoholic
beverages have been recognised under the description of "pouring rights” Pouring rights are capitaised
as an intangible fixed asset and were amortised on a straight hne basis over the economic life, estimated
at 10 years The Company's supply agreement was renegobated in a prior year As a result the asset
was fully written down in that year's financial statements

g} Goodwill

Goodwll ansing from the acquisiion of Watford Catering Limited 1s capitalised as an intangible fixed
asset and is amortised on a straight ine basis over the economic life, estimated at 10 years

h) Stocks
Stocks are stated at the lower of cost and net realisable value
1) Deferred revenue

Deferred revenue arises pnncipally from the advance sale of season tickets, executive boxes and
players' loan fees and 15 recognised as income In the period to which it relates

1) Operating leases

Payments made under operating leases are recogrused in the profit and loss account on a straight-ine
basis over the term of the lease Lease incentves are recognised in the profit and loss account as an
integral part of the total lease expense

Rental receipts are recogrused in the profit and loss account on a straight line basis over the term of the
lease

k) Pensions

The Company coniributes to the Football League Limited Pension and Life Assurance Scheme for
certain employees and also contributes to players' own pension plans, the assets of which are held
separately from those of the Company in independently administered funds  The pension cost charges
represent contributions payable by the Company during the year (see also note 22)

) Deferred taxaticn
Deferred tax 1s provided In full, where appropnate, in respect of taxation deferred by timing differences

between the treatment of certain items for taxation and accounting purposes Deferred tax balances are
not discounted

The Watford Association Football Club Limited
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2 Turnover

The Company has one main business segment, that of professional football operations As a result, no
additional business segment information 1s required to be prowided It operates in one geographical
segment, the United Kingdom, and accordingly no addiional geographical information 1s required to be
provided

Notwithstanding this, a voluntary analysis of the revenue streams is given below to assist with an
understanding of the business

2010 2009

£'000 £'000

Matchday 4,351 4,488
Media 4,090 14,504
Commercial 1,464 1,263
Other 1,353 1,550
£11,258 £21,805

Revenue streams comprise

Matchday - season and matchday tickets, corporate hospitality and matchday catenng income

Media - television and broadcastng income, including distrbutions from the FA Premier League
broadcasting agreements, Football League funding, cup competitions and local radio

Commercial - sponsorship iIncome, merchandising, conference and banqueting and other sundry

Other - Elton John Concert (2009 player loan fees receivable)

Other operating income 2010 2009
£'000 £'000
Rent receivable 519 529
Release of capital grants 4 4
Compensation receivable - 550
Other 28 32
£551 £1,115
Interest 2010 2009
£'000 £'000
Interest receivable
Bank deposit interest £7 £44
interest payable and similar charges
Group interest 165 214
Bank loan and overdralt interest 12 [
Other interest 205 398
£472 £683

The Watford Asscaation Football Club Lirmnited
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Notes to the financial statements continued

for the year ended 30 June 2010

5 Loss on ordinary activities before taxation 2010
£'000

This I1s stated after charging
Amortisation of intangible fixed assets 1,159
impairment of intangible fixed assets 230
Depreciation of tangible fixed assets 744

Impairmant of tangible tixed assets -
Auditor's remuneration

audit fees 16
taxation 3
other 3
Operating leases - vehicles and equipment 42
Operating leases - property 529

2009
£'000

4,260
33
888
435

22
3

7

51
538

The imparrment of intangible fixed assets made in the year ended 30 June 2010 of £230,000 related to a
player's registration The impawrment was made to reduce the carryng value of the player's registration
to farr value less cost of sale The fair value was determined by the directors on the basis of known

Income

The impairment of tangible fixed assets made to 30 June 2009 relates to the Red Lion public house The
impairment was made to reduce the carrying value of the asset to far value The far value was
determined by the directors by reference to market data available in 2008 There has been no further

change to the carrying value duning 2010

6 Employee information 2010 2009
£'000 £'000
Staff costs

Wages and salaries 9,624 13,271
Social secunty costs 1,192 1,537
Other pension ¢osts 60 189
£10,876 £14,997

The average monthly number of persans employed by
the Company was as follows 2010 2008
Number Number
Players 45 48
Coaching staff 31 32
Part-ime coaching staff 13 e
Commercial staff 20 25
Part-ime commercial staff 17 14
Part-ime catering staff 61 -
Admiristration 10 16
Ground staff 9 10
210 154

In additon to the above the Company employed an average of 211 (2009 - 122) part-ime match day

staff during the year

The Watford Association Football Club Limited
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The acquisihon of Watford Catering Lmited has increased staff numbers in the Company, however
staffing levels across the commercial and administrative areas have reduced as a result of the business

restructuring which was undertaken late in the previous financial year

Directors’ remuneration 2010 2009
£'000 £'000
Directors' remuneration 235 336
Pension costs 9 -
244 336
Highest paid director 133 233
Number of directors accruing benefits under
money purchase schemes 1 -
Tax on loss on ordinary activities
No hability to corporation tax anses in view of the tax loss suffered in the year
The tax position 1s reconciled as follows
2010 2009
£'000 £'000
Loss before taxation (3,689) (1,788)
Loss betore taxation multiplied by the effective
standard UK corporation tax rate of 28 0% (2009 - 28 0%) (1,033) (501)
Expenses not deducted for tax purposes 4 2
Depreciation in excess of capital allowances 124 237
Other temporary differences - {34)
Unused tax losses carned forward 905 255
Group rehief - 11
£Nil 2Nl

Tax losses at 30 June 2010 available for offset against {uture trading profits or transfer as group relef

are in excess of £32 million

Under the accounting policy no provision 1s required for deferred taxation and there 1s no potental

hability

The Watford Associauon Football Club Limited
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Notes to the financial statements continued
for the year ended 30 June 2010

8 Intangible fixed assets

Pouring Players'
Goodwill rights  registrations Total
£'000 £'000 £'000 £'000
Cost or valuation
At 1 July 2009 - 752 9,756 10,508
Additions 177 - 1,008 1,185
Disposals - - (4,591) (4,591)
At 30 June 2010 177 752 6,173 7,102
Depreciation
At 1 July 2009 - 752 7,538 8,290
Charge for the year 18 - 1,371 1,389
Disposals - - {3,555} (3,555)
At 30 June 2010 18 752 5,354 6,124
Net book value
At 30 June 2010 £159 £NIl £819 £978
At 30 June 2009 £Nil £Nil £2,218 £2,218
9 Acquisition
£'000
Watford Catering Limited - net assets acquired
Fixtures & fittings 1"
Stock 24
Debtors 43
Amount owed by the Company 429
Bank 22
Creditors (42)
Net Assets acquired 487
Consideration 664
Goodwill 177

The business, assets and labilities of Watford Catering Limited were acquired by the Club for a
consideration of £664,000 on 1 July 2009 The consideration was satisfied by increasing the
intercompany loan position between the Club and Watford Leisure PLC, the parent company of
Watford Catering Ltd

The Watford Association Football Club Limited
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The results for the business of Watford Catering Lirmited, included i the Company's profit and loss
account for the period to 30 June 2010 are shown below Watford Catering Limited's profit for the
year ended 30 June 2009 was £145,000

2010
£'000
Turnover a02
Cost of sales 565
Gross profit 337
Administrative expenses 161
Operating profit 176
10 Tangible fixed assets Motor
Freehold Leasehold vehicles,
Assets ground, property equipment,
under premises and and fixtures
construction improvements improvements and fitings Total
£'000 £'000 £'000 £'000 £'000
Cost
At 1 July 2009 - 12,659 879 2,599 16,137
Additions 868 11 1 181 1,061
Disposals - - (662} (603) (1,265)
At 30 June 2010 868 12,670 218 2177 15,933
Depreciaticn
At 1 July 2009 - 1,105 527 1,637 3,269
Charge for the year - 233 237 274 744
Disposals - - (636) (518) (1,154)
At 30 June 2010 - 1,338 128 1,393 2,859
Net book value
At 30 June 2010 £868 £11,332 £90 £784 £13,074
At 30 June 2009 £Nil £11,554 £352 £962 £12,868
1 Stocks 2010 2009
£'000 £'000
Goods for resale £113 £96

The estimated replacement cost of stocks does not matenally differ from therr balance sheet value

The Watford Assocation Football Club Limited
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Notes to the financial statements continued
for the year ended 30 June 2010

Debtors 2010 2009
£'000 £'000

Trade debtors 792 1,214
Transfer fees receivable 2,265 156
Other debtors 10 204
Prepayments and accrued income 507 859
£3,574 £2,433

Other debtors includes £10,183 (2009 - £10,183) which falls due after more than one year

Prepayments and accrued income includes £130,329 (2009 - £185,834) which falls due after
more than one year

Creditors amounts falling due within one year 2010 2008
£'000 £'000

Bank overdraft (secured) 727 615
Directors' loans 500 1,468
Other loans 8,721 912
Trade creditors 990 879
Players' registration costs 531 1,473
Amount due to fellow subsichary - 429
Other taxes and social secunity 346 988
Accruals 1,780 1,312
Deferred revenue 2,272 2,234
£13,867 £10,311

The bank overdraft of £727,000 (2009 - £615,000) 1s due in its entirety within one year and I1s
secured by a charge over the Company's stadium and a cross company guarantee with the
parent company

Other loans payable within one year of £6,721,000 (2009 - £912,000) includes a loan to the
Company by Fordwat Limited of £6,478,168 which was secured by a legal charge over the
Company's stadium and 1s guaranteed by Watford Leisure PLC in July 2010 this loan was
transferred to Watford Leisure PLC (note 24) In addition £167,796 of a £503,000 unsecured
interest free loan from The Football League 1s included The total amount of the loan
outstanding 1s £335,200 with monthly instalments of £13,983 being deducted from the Football
League Award The loan from Watford FC's Community Sports & Education Trust of
£668,961, which was repayable in less than one year in 2009, 1s now repayable in June 2013
following the Trustees agreeing to a formal extension of repayment Both this and the
remaining balance payable on the Football League loan are included in other foans falling due
after more than one year (note 14)

Directors' loans payabte within one year of £500,000 1s an amount owing to D Fransen and i1s
repayable on 31 January 2011 The loan 1s unsecured and 1s accruing interest at 3 5% above
base rate The prior year loan of £1,468,000 related tc amounts owing to Valley Grown Salads,
a company controlled by two of the then directors, G and V Russo This loan was repard
dunng the year

The Watford Association Football Club Limited
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14 Creditors amounts falling due after more than one year 2010 2009

15

16

£'000 £'000

Loans (note 13) 836 336
Amount owed to parent company (note 24 and 25) 14,167 13,656
Accruals and deferred revenue 488 589
£15,491 £14,581

The matunty of tota aept may be analysed as rollows 2010 2009
£'000 £'000

In one year or less 7,221 2,380
Between one and two years 14,334 13.824
Between two and five years 669 168
£22,224 £16,372

Deferred capital grants and contributions

At 1 July 2009
Credited to the profit and loss account

At 30 June 2010

Contributions

Capital to capital
grants expenditure Total
£'000 £'000 £'000
26 3 29
4) - (4)
£22 £3 £25

Capital grants comprise grants received principally from the Football Stadia Improvement
Fund, formerly the Football Trust, towards the costs of stadium re-development

Share capital

Authonsed
1,250,000 Ordinary shares of £1 each
Allotted, called up and fully paid

1,072,722 Ordinary shares of £1 each

2010 2009
£'000 £'000
£1,250 £1,250
£1,073 £1,073

The Watford Association Football Club Lirmited

LT ATENTCONE R B VR T ES B S

-~ -

-

2%




'\-\ r '\-\‘
S

The

Mt

Notes to the financial statements continued
for the year ended 30 June 2010

17 Reserves

At 1 July 2009
Loss for the year

At 30 June 2010

18 Reconciliahion of movements on shareholders' funds

Loss for the financial year
Opening shareholders’ funds

Closing shareholders' funds

Shareholders' funds are fully attributable to equity interests

19 Notes to the cash flow statement

Wa

£

a} Reconciliation of operating loss to net cash outflow

from operating activities

Operating loss

Amartisation and impairment of intangible fixed assets
Depreciation and impairment of tangible fixed assets
Capital grant released

Decrease in stocks

Decrease in debtors

Decrease in creditors

Net cash outflow from operating activitres

tford Association Football Club Limited

jor o

Profit and
loss account
£'000
(8,342)
(3,689)
£(12,031)
2010 2009
£'000 £'000
(3,689) (1,788)
(7,269} (5,481}
£(10,958) £(7,269)
2010 2009
£'000 £'000
(8,353) (4,923}
1,389 4,293
744 1,323
4) (4)
7 19
1,011 77
(1,140} (2,507)
£(6,346) £(1,722)




19 Notes to the cash flow statement (continued)

b}

c}

d)

Analysis of changes in net debt
At 1 July Cash Other At 30 June
2009 flows changes 2010
£'000 £'000 £'000 £'000
Cash at bank and in hand 37 549 - 686
Bank overdralt {R15) (112} - {727)
Net cash at bank and in hand {578) 537 - (41)
Intergroup balance (13,656) 153 (664) {14,167)
Directors’ loans within 1 year (1,468) 968 - (500}
Other loans due within 1 year (912) (6,478) 669 (6,721)
Other loans due after 1 year (336) 169 (669) {836)
{16,372) (5,188B) (664) (22,224)
£(16,950) £{4,651) £(664) £(22,265)
Reconcihation of net cash flows to movement in net debt
2010 2009
£000 £'000
Increase / {decrease) in cash in the year 537 (2,603)
Cash (inflow) / outflow from (increase} / decrease
in debt (5,188) 4,913
Change in net debt resulting from cash flows {4,651) 2,310
Non-cash consideration (664) -
Movement in net debt in the year (5,315) 2,310
Net debt at 1 July 2009 (16,950) (19,260)
Net debt at 30 June 2010 £(22,265) £(16,950})
Major non-cash transactions

The acquisition of the business, assets and labilities of Watford Catering Limited by the Club was
completed by an increase of the intercompany loan position between the Club and Watford Leisure

PLC (see note 9)

The Watford Association Football Club Lirmited
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Notes to the financial statements continued
for the year ended 30 June 2010

20 Fwinancial commmitments

The maximum amount of payments due in respect of deferred signing on fees for playing staff under
contract with the Company as at 30 June 2010, which has not been provided for in the financial
statements, 15 as follows

£'000
On contracts expinng
Within one year 150
Within two to five years 135
£285

The Company's commitments for rental payments under operating leases payable during the year to 30
June 2011 are as follows

Land and
bulldings Other
On contracts expiring £'000 £'000
Within one year - 1
Within two to five years 423 23
£423 £24

21 Contingent habiliies and assets

The Company has habiities under transfer agreements to pay additional sums dependent on players'
attainment and subsequent transfer value The maxmum that could be payable in respect of transfers
made before 30 June 2010 1s £1,850,000 (2009 - £937,400) Since the year end £324,375 of this has
become payable Of the contingent amount £972,500 (2009 - £367,500) relates to clauses linked to
promotion to the Premiership or international appearances

Of the amount outined at note 12 relating to transfer fees recewable, £1,450,000 15 due from
Portsmouth FC These payments are expected to be made drrect to the Club by the Premier League in
accordance with Premier League rules C51 and C53 (since 30 June 2010, £950,000 has been
received) However, the payments have been received conditional upon the Premier League being able
to recoup them should any third parties be able successfully to challenge the so called Football Creditor
rule The directors are confident that whilst a contingent liabiiity does exist, it appears unlikely that these
monies will need to be repaid

The maximurn possible commitments in respect of signing-on-fees due to players under contracts at
the year end, which are payable on future dates specified in thetr contracts and not provided for in the
accounts, amounted to £285,000 (2009 - £253,000)

At 30 June 2010 the Club has sums receivable from other clubs in respect of players under contract,
dependent upon the number of first team appearances Due to the uncertainty of receipt of these
contingent assets, It1s not practical to disclose the amount likely to be received

W
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Pension costs

Certain of the Company's ex-employees are members of the Football League Limited Pension and Life
Assurance Scheme ("FLLPLAS"), a defined benefit scheme The Company i1s one of a number of
participating employers in FLLPLAS The assets of the scheme are held separately from those of the
Company, being invested with insurance companies Under the provisions of FRS 17 the scheme 1s
accounted for as a defined contribution scheme Following an actuanal valuation as at 31 August 2008,
updated to 30 June 2010, the Company has been advised by the trustees that its share of the actuanal
deficit 1s £182,952 {of which £25,029 1s payable in less than one year), included in accruals, and that it
1s required to pay £2,510 per month for the next ten years

A replacement money purchase scheme was set up from 1 August 1999 and all current employer
contributions are paid into that scheme

Capital commitments

The Company has contracted for, but not provided for n the financial statements, capital expenditure
totalling approximately £285,000 which relates to the construction and fit-out of the Club's offices at the
Vicarage Road Stadium

Post balance sheet events

Subsequent to the year end the Company has purchased players with registration costs amounting to
£475,000 These amounts will be capitalised in the financial statements for the next financial year The
Club has not received any proceeds from the sale of players since the year end

On 13 July 2010, a 364 day Secured Bond was issued by Watford Leisure PLC for a total of
£10,142,000 At that date, the Club loan from Fordwat Limited of £6,478,168 and loans to the parent
company from D Fransen of £2,050,000 (see note 26) plus loan notes of £592,000 were all converted
into bonds Unpaid interest on the Fordwat Limited loan was also converted A balance of £935,294
was generated as a cashflow into the Company for working capital purposes The bonds are secured
by a second charge over the Vicarage Road Stadium and are due for repayment on 12 July 2011 In
order to satisfy the terms of the Bond £13,000,000 of the intercompany debt between the Club and
Watford Leisure PLC was waved, leaving the Club with positive net assets Watford Leisure PLC, has
given representations that it will not seek repayment of any remaining amounts owed by the Company
In the next 12 months

Parent Company and control

The parent company, and ulimate controlling party, 1s Watford Leisure PLC

At 30 June 2010 the Company owed £14,167,000 (2009 - £13,656,000) to the parent company Part of
the amount owed to the parent company bears interest at 2% over HSBC Bank plc base rate The
balance 1s secured by a floating charge over all the undertakings and assets of the Company {(see also

note 24)

Interest amounting to £165,000 (2009 - £214,000) has been charged to the loan balance in the year to
30 June 2010

The Watford Association Football Club Limited
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Notes to the financial statements continued
for the year ended 30 June 2010

Related party and directors' transactions

A director, J Winter 1s a director of Watford FC's Community Sports & Education Trust, a charitable
company At 30 June 2010, in addiiion to the loan shown in note 13, £8,779 was owed to the Trust
(2009 - £79,943) The movement in the year includes additional interest of £13,948, a further amount of
sponsorship of £34,500 and miscellaneous amounts totalling £10,197 offset by invoices paid on behalf
of the Trust by the Club totalling £129,809 Since the year end further amounts have been loaned or
paid on behalf of the Trust

A number of loans were made to the Club by G Russoc and Valley Grown Salads {("VGS"), a company
controlled by former directors, G and V Russo As at 30 June 2009 loans from VGS totalled £1,467,849
and were repayable n less than one year This amount included a loan of £162,821 which attracted
interest of 6 72% per annum and the remainder, an amount of £1,305,028, attracted interest of g 54%
per annum This latter loan was increased by £514,972 on 17 July 2002 In addition, two loans were
made avalable by G Russo, cne of £650,000 on 21 July 2009 and a second of £1,250,000 on 27
August 2009, both attracting interest at 7% per annum

The total of the VGS loan of £1,982,821 plus the £650,000 loan from G Russo were repaid on the 29
September 2009 and replaced by a single loan from VGS of £2,632,821 This loan was due for
repayment upon demand and accrued interest at an interest rate of Barclays Bank base rate plus 3 5%
per annum This loan was secured against the stadium, by way of debenture ranking behind existing
secured creditors This loan was extended with further amounts of £1,000,000 on 26 November 2009
and £1,250,000 on 30 November 2009 The G Russo loan of £1,250,000 was repatd on 1 December
2009 The interest rate on the VGS loan changed to 4 5% above Barclays Bank base rate from 26
Navember 2009

Following the resignatton of G Russo, V Russo and R R Willams from the Board of Watford Leisure
PLC on 15 December 2009, and subsequent termination of their positions as directors of The Watford
Association Football Club Limited, VGS demanded immediate repayment of its total loan of £4,882,821
plus any unpaid interest and fees The total amount of interest related to all loans from G Russe and
VGS in the peniod from 1 July 2009 to the date of repayment was £112,682 (2009 - £74,046)

The £4.882,821 loan plus unpad interest and fees was repaid and Fordwat Lmited, a 37 16%
shareholder in Watford Leisure PLC, loaned the Club the amount of £4,933,563 on 21 December 2009
Unpaid interest of £44,605 was added to this toan on 24 February 2010 and further loans ot £1,000,000
and £500,000 were made on 24 March 2010 and 24 June 2010 respectively The Fordwat Limited loan
was repayable upon demand and accrues interest at an interest rate of the Barclays Bank base rate
plus 4 5% and was secured against the Vicarage Road Stadium by way of debenture ranking behind
existing secured creditors The total loan amount as at 30 June 2010 was £6,478,168 and the total
amount of interest related to this loan to 30 June 2010 was £144,570

Subsequent to the year end, on 13 July 2010, the Fordwat Limited loan with accrued interest to that date
was converted into a 364 day Bond with Watford Leisure PLC, the parent company of the Club

During the year, D Fransen, a director of the Company, loaned the Company £500,000, drawn down 1n
three instalments, £200,000 on 22 January 2010, £100,000 on 29 January 2010 and £200,000 on 23
February 2010 This loan is unsecured and repayable on 31 January 2011 and 1s accruing interest at
3 5% above the Barclays Bank base rate The total amount of interest related to this loan for the period
15 £8,066 - this interest has not been paid and 1s provided for in accruals

During 2009 the Company made purchases of £284,000 from a fellow subsidiary, Wattord Catering
Limited The Company recharged administration costs during the same year of £29,000 At 30 June
2009 £429,000 was owed to Watford Catering Limited by the Company

The Watford Association Football Club bimited
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Company information
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G Taylor - Non Executive Chairman

J Winter - Chief Executive Officer

D B Fransen - Non Executive Director
S R Timperley - Non Executive Director
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Graham Tayior

M MacKay
P J Wastall
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Incorporated in the United Kingdom
on 22 July 1909 under Certificate of
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