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Reform Acquisitions Limited

Directors’ report
for the year ended 31 May 2010

The directors present their annual report on the affairs of the Group, together wath the audited
consolidated financial statements of the Group for the year ended 31 May 2010

Principal activity

The principal activity of the Group 1s the operation of a professional football club and there has been
no significant change therein duning the year The principal activity of the Company is that of a
holding company

Business review and future developments

Turnover for the year amounted to £90 9m, representing an increase of 7 9% over that achieved in
the prior year

Operating expenses amounted to £141 7m (2009 £128 1m)} This increase includes additional costs
of improved salary packages required to attract top professionals to the footbatll club

After the charge for amortisation of players’ registrations, the Group reported an operating loss of
£50 7m (2009 £43 7m) The profit on disposal of players’ registrations in the year amounted to
£18 3m (2009 £2 9m)

The Group reported aloss on ordinary activities before taxation of £37 6m (2009 £46 2 m)

The football season resulted in a final league place of 6th which was the same as in the previous
season Average league attendances fell from 39,812 in 2008/09 to 38,580 In the season under
review The Club was involved in 14 cup competition matches (2009 17 matches) 6 of which were
staged at Villa Park The number of Aston Villa's televised league matches decreased from 18 live
broadcasts last season to 16 in 2009/10 Significant progress was made in domestic cup
competitions during the year, resulting in a F A Cup semi final appearance and an appearance
against Manchester United in the Carling Cup final at Wembley Although there was no cup success
this was the club’s first cup final appearance in 10 years

As well as fielding first and reserve team squads, Aston Villa Foatball Club operates an academy in
compliance with Premier League requirements The task of the academy 1s to educate, train and
coach young players for eventual progress into the first team squad without incurnng transfer fees

The acquisition of players and therr related payroll costs are deemed the core activity nisk and, whilst
assisting the manager in improving the playing squad, the directors are mindful of the mtfalls that are
inherent in this area of the business Risks are also reported on by the FA Premier League at
meetings of representatives of other League clubs and Aston Villa Football Club management
regularly attends meetings

The club 1s also active In the local community through a number of programmes, some football
oriented and others geared towards the education and well-betng of local school chidren and the
under-privileged

The directors consider that following significant investments in new players and the club's
infrastructure, the Group has exciting growth prospects, both n its existing and new markets

Key performance indicators

The directors consider that the important key performance indicators are the finishing position 1n the
league, progress in cup competitions, attendance and turnover




Reform Acquisitions Limited

Directors’ report
for the year ended 31 May 2010 (continued)

Key events

Since the year-end the club announced a new 3 year partnership agreement wath FxPro, a leading
global retail Fx broker In addition Acorns Childrens Hospice was announced as the official chanty
partner of the club

Financial risk management

The Group's financial instruments comprise bank balances and cash and various net working capital
Hems, such as trade recevables and trade payables that anse directly from its operations The main
purpose of these financial instruments is to transact and to raise finance for the Group’s operations

The Group's credit nisk 1s primarily attributable to its trade debtors specifically referred to in note 14

The main nsks ansing from the Group’s financial instruments are interest rate nsk, liquidity nsk and
foreign currency translation nsk The board reviews and agrees policies for managing these risks as
summarised below

Interest rate risk

The Group has interest bearing loans and borrowings at variable rates which are monitored by the
board

Ligquidity risk

The Group seeks to manage financial nsk to ensure sufficient liquidity 1s avalable to meet
foreseeable needs while investing cash assets safely and profitably The Group’s overdraft facility I1s
technically repayable on demand, however the directors consider that there 1S no evidence to
suggest that the facility will not continue to be made avallable for the foreseeable future
Accordingly, based both on the continuing financial support committed to by the owner and the

availability of the overdraft, as incorporated in the directors’ cash flow forecasts, the directors
constder It appropriate to prepare the accounts on a going concern basis

Foreign currency translation risk

The majority of the Group's business 1s transacted in sterling The Group seeks to ensure that, in
cases where other currencies are applicable, nsk i1s appropriately considered

Financial results and dividend

The results for the financial year are set out in the consolidated profit and loss on page 9 Group
losses after tax amount to £37 6m (2009 £46 2m) This loss has been deducted from reserves

The directors do not recommend the payment of a final dividend which results in ne dividend being
paid for the year (2009 £nil)

Directors

The directors of the Company who held office durning the year and up to the date of signing the
financial statements, unless stated, are given below

Mr R Lerner

Mr M Keenan (Resigned 18 January 2010)
Mr R Russell (Appointed 22 March 2010)
Mr P Faulkner (Appointed 22 March 2010)

Directors’ indemnities

The Company has in place an appropriate level of directors’ and officers’ third party insurance cover
In respect of legal action against its directors and officers




Reform Acquisitions Limited

Directors’ report
for the year ended 31 May 2010 (continued)

Policy on payment to suppliers

The Group seeks the best possible terms from suppliers appropriate to its business and, in placing
orders, gives consideration to quality, price and terms of payment which will be agreed with supphers
at that date The Group will continue to honour its contractual and other legal obligations and to pay
creditors on the dates agreed In contracts and purchase orders At 31 May 2010 the number of days
purchases by the Group outstanding was 28 (2009 32) The Company'’s creditor days are nil (2009
nil)

Employment policies

The Group's employment policies are designed to retain and motivate employees at all levels
Employees are, within the bounds of commercial confidentiality, kept informed of matters that affect
the current performance and future prospects of the Group and are of interest to them as employees

The Group promotes and operates an equal oppeortunities policy to ensure that no member of staff or
job applicant receives less favourable treatment on the grounds of gender, race, ethnic ongin, age or
disability Every possible step 1s taken to ensure that individuals are treated equally and fairly and
that decisions on recruitment, setection, training, promotion and career management are based
solely on objective, job-related critena

When recruiting and retaining disabled employees, the Group 1s guided by the principles and duties
set out In the Disability Discrimination Act and its associated Codes of Practice The services of
existing employees who are or who become disabled are retained wherever practicable and the
company 1s comrnitted to applying the provisions of the Disability Discriminations Act 1995

Charitable and political donations

All fund raising events are dealt with by the Aston Villa Chantable Trust which is registered with the
Chanties Commission There were no polibcal contributions {2009, £nil)

Statement of directors’ responsibilities

The directors are responsible for preparing the Annual 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 directors have prepared the group and company financial statements in accordance with
United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Standards
and applicable iaw) 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 affars of the Group and
Company and of the profit or loss of the Group for that period

In preparing these financial statements, the directors are required to
+ select suitable accounting policies and then apply them consistently,
» make judgements and accounting estimates that are reasonable and prudent,

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

s prepare the financial statements on the going concern basis unless it 1s Inappropnate to presume
that the Company will continue In 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 the Group 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 the Group and hence for taking reasonable steps for the preventton and
detection of fraud and other rregulanties



Reform Acquisitions Limited

Directors’ report
for the year ended 31 May 2010 (continued)

Disclosure of information to the auditors

So far as the directors are aware, there i1s no relevant audit information {that 1s, information needed
by the company's auditors in connection with preparing their report) of which the company's auditors
are unaware and the directors have taken all the steps that they ought to have taken as a director in
order to make themselves aware of any relevant audit information and to establish that the
company's auditors are aware of that information

This report was approved by the Board of Directors on {4 December 2010, and signed on therr
behalf by

Lo b en

Mr R Russell
Director




Independent auditors’ report to the members of Reform
Acquisitions Limited

We have audited the group and parent company financial statements (the “financial statements”) of
Reform Acquisitions Limited for the year ended 31 May 2010 which comprise the Consolidated Profit
and Loss Account, the Consolidated and Company Balance Sheets, the Consolidated Cash Flow
Statement, the Reconciliation of Net Cash Flow to Movement in Net Debt and the related notes The
financial reperting framework that has been applied in their preparation 1s apphcable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

Respective responsibilities of directors and auditors

As explained more fully in the Statement of Directors’ Responsibilities set out on page 5 the directors
are responsible for the preparation of the financial statements and for being satisfied that they give a
true and far view Our responsibiity 1s to audit the financial statements 1n accordance with applicable
law and International Standards on Auditing (UK and freland) Those standards require us to comply
with the Auditing Practices Board's Ethical Standards for Auditors

This report, ncluding the opinions, has been prepared for and only for the company’s members as a
body in accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose
We do not, In giving these opinions, accept or assume responsibility for any other purpose or to any
other person to whom this report 1s shown or into whose hands it may come save where expressly
agreed by our prior consent in writing

Scope of the audit of the financial statemenis

An audit involves obtaining 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 group’s and parent company’s crcumstances 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

* give a true and fair view of the state of the group’s and the parent company’s aftairs as at 31
May 2010 and of the group’s loss and cash flows 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
Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Directors’ Report for the financial year for which the
financial statements are prepared i1s consistent with the financial statements




Independent auditors’ report to the members of Reform
Acquisitions Limited (continued)

Matters on which we are reguired to report by exception

We have nothing tc report in respect of the following matters where the Companies Act 2006
requires us to report to you if, in our opinton

+ adequate accounting records have not been kept by the parent company, or returns
adequate for our audit have not been received from branches not visited by us; or

» the parent company financial statements are not in agreement with the accounting records
and returns, or

+ certain disclosures of directors’ remuneration specified by law are not made, or

¢ we have not received all the information and explanations we require for our audit

ot M

Matthew Mullins (Sertor Statutory Auditor)

For and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Birmingham

L Joruwony 204



Reform Acquisitions Limited

Registered number 5891280

Consolidated profit and loss account
for the year ended 31 May 2010

2010 2009
Opera- Opera-
tions tions
excluding Player excluding Player
player transact player transactio
trading ons Total trading ns Total

Note £'000 £000 £000 £000 £'000 £000
Turnover 2 90,866 - 90,866 84,207 - 84,207
Operating expenses (111,157) (30,556} (141,713) (105,137) (22,943) (128,080)
Other operating Income 113 - 113 135 - 135
Operating loss (20,178) (30,556) (50,734) (20,795) (22,943) (43,738)
Loss on sale of tangible fixed (227) - (227) (32) - (32)
assets
Profit on disposal of players’ 4 - 18,285 18,285 - 2,897 2,897
registrations
Loss on ordinary activities (20,405) (12,271) (32,676) (20,827) (20,046) (40,873)
before interest and taxation
Interest receivable and similar 6 164 301
Income
Interest payable and similar 7 {5,079) {5,653)
charges
Loss on ordinary activities 3 (37,591) (46,225)
before taxation
Tax on loss on ordinary 8 19 7
actwvities
Loss for the financial year 21 (37,572) (46,154)

The results derive whaolly from continuing operations of the Group

There 15 no matenal difference between the loss disclosed 1n the profit and loss account and the loss
on an unmodified historical cost basis

There are no recognised gains and losses other than the loss for the current and previous financial
year Accordingly, no statement of total recognised gains and losses I1s given




Reform Acquisitions Limited

Registered number 5891280

Consolidated balance sheet
as at 31 May 2010

2010 2009
Note £000 £'000
Fixed assets
Intangible assets 10 68,498 57,285
Tangible assets 11 112,102 118,585
180,600 175,870
Current assets
Stocks 13 560 763
Debtors 14 11,332 11,669
Cash at bank and n hand 625 8,531
12,517 20,963
Creditors: amounts falling due within one year 15 {60,312) (53,646)
Net current liabilities {47,795) (32,683)
Total assets less current liabilities 132,805 143,187
Creditors: amounts falling due after more than one year 16 (106,943) (99,712)
Grants and donations 17 {3.471) (3.611)
(110,414) (103,323)
Provisions for liabilities 19 (700) (719)
Net assets 21,691 39,145
Capital and reserves
Called up share capital 20 115,618 95,500
Profit and loss account 21 (93,927) (56,355}
Total shareholders’ funds 22 21,691 39,145

These financial statements on pages 9 to 31 were approved by the Board of Directors on [l

December 2010
Signed on behalf of the Board of Directors

Y G

Mr R Russell
Director

10



Reform Acquisitions Limited

Registered number 5881280

Company balance sheet
as at 31 May 2010

2010 2009
Note £000 £000
Fixed assets
Investments 12 204,219 179,219
Current assets
Cash at bank and in hand 551 551
551 551
Creditors amounts falling due within one year 15 {12,627) (13,353)
Net current Liabilities {12,076) (12,802)
Total assets less current liabilities 192,143 166,417
Creditors. amounts falling due after more than one year 16 (99,551) (89,020)
Net assets 92,592 77,397
Capital and reserves
Called up share capital 20 115,618 95,500
Profit and loss account 21 {23,026) (18,103)
Total shareholders’ funds 22 92,592 77,397

These financial statements on pages 9 to 31 were approved by the Board of Directors on {L

December 2010
Signed on behalf of the Board of Directors

ook —

Mr R Russell
Director

11




Reform Acquisitions Limited

Registered number 5891280

Consolidated cash flow statement
for the year ended 31 May 2010

2010 2009 1
Note £'000 £000
Net cash(outflow)/inflow from operating activities 23 (17,533) 2,973
Returns on investments and servicing of finance 24 (830) (463)
Capital expenditure and financial investments 24 {25,884) (50,411)
Cash outflow befere use of liquid resources and financing (44,247) (47,901)
Financing 24 25,000 70,000
(Decrease)iincrease in cash in the year (19,247) 22,099

Reconciliation of net cash flow to movement in net debt for the

year ended 31 May 2010

2010 2009
Note £°000 £000
(Decrease)/increase In cash in the year (19,247) 22,099
Non-cash movements 7,368 -
Funds from loan notes {12,500) (35,000) |
Movement in net debt in the year (24,379) (12,901) !
Net debt at 1 June (85,162) (72,261)
Net debt at 31 May 25 (109,541} (85,162)

12



Reform Acquisitions Limited

Notes to the financial statements
for the year ended 31 May 2010

1 Accounting policies
Basis of accounting

The financial statements have been prepared under the historical cost convention, and in
accordance with the Companies Act 2006 and applicable United Kingdom accounting standards
The Group's overdraft facility 1s technically repayable on demand, however the directors consider
that there 1s no evidence to suggest that the facility will not continue to be made available for the
foreseeable future Accordingly, based both on the continuing financial support committed to by the
owner and the avalabiity of the overdraft, as incorporated in the directors’ cash flow forecasts, the
Directors consider it appropriate to prepare the accounts on a going concern basis

The principal accounting policies adopted, which have been applied consistently in dealing with
items which are considered matenal, are set out below

Basis of preparation and consolidation

The consolidated financtal statements incorporate the financial statements of the Company and
entities controlled by the Company (its subsidiaries) made up to 31st May each year Contral 1s
achieved where the Company has the power to govern the financial and operating policies of an
investee entity so as to obtain benefits from its activities All intercompany transactions and balances
are eliminated on consolidation Uniform accounting policies have been applied across the Group
Certain balances have been represented to enable consistent disclosure with the current year The
loss for the financial year dealt with in the financial statements of the parent Company was £4 9m
(2009 £12 2m) As permitted by section 408 of the Companies Act 2006, no separate profit and loss
account 1s presented in respect of the parent Company

Turnover

Turnover represents amounts receivable for goods and services, excluding transfer fees recevable
in respect of the disposal of players’ registrations, in the normal course of the group’s business It 1s
stated net of discounts and value added tax

Match ticket income 1s recognised over the period of the English football season, covering the period
from August to May each year, as home matches are played Fixed elements of broadcasting
contracts are taken in proportton to the number of league matches played, home and away
Broadcasting facility fees are accounted for when earned The ment award is taken when final
league position 1s known at the end of the financial year Merchandising, travel and catering
revenues are recognised on an earned basis Income from royalties, executive box rentals and
sponsorships are recognised over the duration of therr respective contracis

Grants and donations

Grants and donations received in respect of safety work and other stadium improvements are
credited to deferred grant income and are released to the consolidated profit and loss account over
the anticipated useful life of the assets to which they relate

Fixed asset investments

The company's investments in subsidiaries are stated at cost less any provision for mpairment
Impairment reviews are performed by the directors when there has been an indication of potental
imparment

13




Reform Acquisitions Limited

Notes to the financial statements
for the year ended 31 May 2010 (continued)

1 Accounting policies (continued)
Tangible fixed assets

Tangible fixed assets are stated at histonc purchase cost net of accumulated depreciation and any
provision for impairment Depreciation 1s calculated on a straight-ine basis to wrnite down the assets
to their estimated residual value over the anticipated useful lives, which are re-assessed on a
periodic basis, at the followming annual rates

Freehold land Nil

Long leasehold property 1%
Short leasehold property 10%
Freehold buldings 2-8%
Plant and equipment 10-33%
Motor vehicles 25%

No depreciation 1s provided on assets In the course of construction
Intangible assets - players’ registrations

The costs associated with the acquisition of players’ registrations are capitalised as an intangible
asset at the date of acquisiton, and are amortised over the period of the respective players’ contract,
including extensions thereto

Liability in respect of contingent appearance fees i1s recognised where the directors consider the
likellhood of a player meeting future appearance critera, laid down in the transfer agreement of that
player, to be probable

Internally generated intangible assets are held at £nil value Any external costs incurred In
extensions to a player’s original centract are capitalised and amortised over the period of the player’s
extended contract

The profit or loss arising out of the disposal of players’ registrations represent the difference between
the consideration receivable, net of any transaction costs and signing-on fees In respect of future
pencds, and the amortised cost of the intangible asset

Impairment of tangible and intangible assets

At each balance sheet date, the Group reviews the carrying amounts of its tangible and intangible
assets to determine whether there 1s any indication that those assets have suffered an imparrment
loss If any such indicatton exists, the recoverable amount of the asset 1s estimated in order to
determine the extent of the impairment loss The recoverable amount is the higher of fair value less
costs to sell and the value In use Any impairment loss 1s recognised iImmediately as an expense

Players’ signing-on fees and loyalty payments

Signing-on fees payable to players are recognised tn operating expenses as incurred Where a
player’s registration 1s transferred, any signing-on fee payable in respect of future peniods 1s charged
against profit or loss on disposal

Loyalty payments, which are payable only if the player i1s still in employment wath the Group, are
accrued, as part of operating expenses, over the period to which they relate




Reform Acquisitions Limited

Notes to the financial statements
for the year ended 31 May 2010 (continued)

1 Accounting policies (continued)
Stocks

Stocks are stated at the lower of cost and net realisable value Net realisable value represents the
estimated selling price less costs to be incurred in marketing and selling Provision 1s made for
obsolete or slow-moving items where appropriate

Long term contracts

Turnover and profit 1s recognised on long term contracts by including in the profit and loss account
turnover and related costs as the terms of the contract 1s fulfilled

Foreign currencies

Transactions in foreign currencies are recorded at the rate of exchange at the date of the
transaction Monetary assets and liabilites held at the balance sheet date are revalued using the
rate at that date

Finance costs

Finance costs of financial habihties are recognised in the profit and loss account over the term of
such instruments at constant rates on the carrying amounts

Bank borrowings

Interest-bearing bank loans and overdrafts are recorded at the proceeds received Finance charges
are accounted for on an accrual basis to the consolidated profit and loss account

Leases

Assets acquired under finance leases and other similar contracts, which confer nghts and obligations
similar to those attached to owned assets, are capitalised as tangible assets and are depreciated
over their useful lives The capital element of future lease obligations are recorded as habiliies with
the interest element being charged to the profit and loss account at a constant rate over the period of
the lease

Taxation

The taxation expense represents the sum of tax currently payable or recoverable and deferred
taxation and takes into account adjustments for prior periods

Deferred taxation 1s the tax expected to be payable or recoverable on differences between the
carrying amounts of assets and liablites in the financial staterments and the corresponding tax bases
used n the computation of taxable profit and i1s accounted for using the balance sheet liability
method

Deferred tax habilities are generally recognised for all taxable temporary differences and deferred tax
assets are recognised to the extent that it 1s probable that taxable profits will be availlable against
which deductible iming differences can be utiised




Reform Acquisitions Limited

Notes to the financial statements
for the year ended 31 May 2010 (continued)

1 Accounting policies (continued)
Taxation {continued)

Deferred tax i1s calculated at the tax rates that are expected to apply in the period when the liabiiity 1s
settled or the asset realised Deferred tax 1s charged or credited to profit or loss, except when it
relates to items charged or credited directly to equity, 1n which case the deferred tax 1s also dealt with
N equity

Deferred tax assets and habilities are offset when there Is a legally enforceable nght to set off current
tax assets against current tax abiliies and when they relate to income taxes levied by the same
taxation authority and the group intends to settle its current tax assets and labihties on a net basis

Deferred tax 1s measured on an undiscounted basis
Pensions

Payments to vanous defined contribution retirement schemes are charged as an expense as they fall
due

Payments made to the Football League Limited Pension and Life Assurance Scheme (FLLPLAS) are
dealt with as payments to defined contribution schemes where the group’s obligations under the
schemes are equivalent to those ansing in a defined contribution retirement benefit scheme

2 Turnover

The group’s turnover 1s analysed into its three main components as follows

2010 2009

£000 £000

Matchday 24,363 22,622
Media 52,092 49,497
Commercial 14,411 12,088
90,866 84,207

Turnover streams are analysed into three main components and the constituents of these
components are as follows

Matchday - Match tickets, executive box rentals, programme sales, matchday sponsorship and
hospitality

Media — Distributions from the FA Premier League broadcasting agreements, including the menit
award, cup competition broadcasting nghts and local radio broadcasting

Commercial — Major sponsorship contracts, merchandising, royalties, conference and banqueting
and all other revenue sources

The group has one main business segment, that of professional football operations, and one main
geographical segment, which 1s the United Kingdom, accordingly no further segmentat information 1s
provided

16




Reform Acquisitions Limited

Notes to the financial statements
for the year ended 31 May 2010 (continued)

3 Loss on ordinary activities before taxation

The group’s operating loss for the year has been arrived at after charging/(crediting)

2010 2009
£000 £'000
Depreciation of owned tangible fixed assets 6,004 5,129
Amortisation of players’ registrations 30,556 22,943
Deferred grant income (140) (165}
Staff costs (note 5) 79,974 70,577
Auditors’ remuneration for audit services 78 78
Auditors’ remuneration for other assurance and tax services - -
The audit fee for the company was borne by another group company in both financial years
4 Exceptional items reported after operating loss
The profit on disposal of players’ registration in the year amounted to £18,284,719 (2009
£2,897,000)
5 Staff costs
2010 2009
Number Number
Average monthly number of employees by activity
Players, foothall management and coaches 149 134
Commercial, merchandising and operations 264 212
Maintenance and adminstration 102 99
Full-time employees 515 445
Part-time employees on matchdays and other events 1,039 953
1,554 1,398

17



Reform Acquisitions Limited

Notes to the financial statements
for the year ended 31 May 2010 (continued)

5 Staff costs (continued)

2010 2009

Remuneration £'000 £'000
Wages and salaries 70,957 63,135
Social security costs 8,785 7,255
Other pension costs (Note 27) 232 187
79,974 70,577

The company does not have any employees (2009 none)

None of the directors recewved remuneration in relation to their services to the Company (2009 £nil)

6 Interest receivable and similar income

2010 2009
£'000 £'000
Interest recevable 164 301
7 Interest payable and similar charges
2010 2009
£000 £000
Interest on bank overdrafts and loans 829 760
Amortisation of discount on long term labilities 114 369
Interest on loan notes 4,132 4,521
Other interest payable 4 3
5,079 5,653

18




Reform Acquisitions Limited

Notes to the financial statements
for the year ended 31 May 2010 (continued)

8 Tax on loss on ordinary activities

2010 2009
£'000 £:000
Current tax:
UK corporation tax Current year - -
Prior year - -
Deferred tax:
UK Current year (19) (34)
Prior year - (37)
Tax on loss on ordinary activibes (19) (71)

Corporation tax I1s calculated at 28% (2009 28%) of the estimated assessable profit for the year

The tax assessed for the year 1s higher (2009 higher) than the standard rate of corporation tax in the

UK (28%) (2009 28%) The differences are explained below

2010 2009

£000 £000
Loss on ordinary activities before tax (37,591) {46,225)
Tax at the UK corporation tax rate of 28% (2009 28%) (10,525) (12,943)
Expenses not deductible for tax purposes 827 1,030
Capital allowances in excess of depreciation 985 350
Unrelieved tax losses carned forward 7,566 10,279
Other timing differences 1,147 1,284

Current tax charge for the year -

19



Reform Acquisitions Limited

Notes to the financial statements
for the year ended 31 May 2010 (continued)

9 Dividends

The directors do not recommend the payment of a final dvidend which results in no dividend being

paid for the year (2009 £nil)
10 Intangible assets

Group ) Players’
registrations
£'000
Cost
At 1 June 2009 99,931
Additions 43,836
Disposals {6,225)
At 31 May 2010 137,542
Accumulated amortisation
At 1 June 2009 42,646
Charge for the year 30,556
Disposals (4,158)
At 31 May 2010 69,044
Net book value
At 31 May 2010 68,498
At 31 May 2009 57,285

The Company does not have any intangible fixed assets (2009 £nil)

20



Reform Acquisitions Limited

Notes to the financial statements
for the year ended 31 May 2010 (continued)

11 Tangible assets

Group Freehold Construct- Leasehold Plant
land and ion in land and and Motor
buildings progress buildings equipment vehicles Total
£'000 £'000 £'000 £000 £000 £°000
Cost
At 1 June 2009 106,071 6,218 201 15,707 482 128,679
Additions 1,244 - - 5,856 50 7,150
Disposals {1.150) {6,218) - {1,573) (274) (9,215)
At 31 May 2010 106,165 - 201 19,990 258 126,614

Accumulated
depreciation

At 1 June 2009 5,964 - 14 3,992 124 10,094
Charge for the year 2,652 - 2 3,223 127 6,004
Disposals (1) - - {(1.373) (212) (1,586)
At 31 May 2010 8,615 - 16 5,842 39 14,512

Net book value

At 31 May 2010 97,550 - 185 14,148 219 112,102

At 1 June 2009 100,107 6,218 187 11,715 358 118,585

Freehold land and buildings includes freehold land amounting to £7,931,524 (2009 £7,931,524)
which has not been depreciated

At 31 May 2010, the Group had contracted capital commitments of £nil (2009 £4,686,157)
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12 Fixed asset investments

£'000
At 1 June 2009 179,219
Additional imvestment in Aston Villa Limited 25,000
At 31 May 2010 204,219

The parent Company and the Group have investments in the following subsidiary undertakings

Company Principal activity Holding
Aston Villa Limited Property investment 2,771,731,045 ordinary 5p 100%
shares

Aston Villa Football Club Commercial and retall 1 ordinary £1 shares 100%

Limited operations

Aston Villa FC Limited Professional football 2,000,000 ordinary £1 100%
club shares

Aston Villa Indoor Cricket Operator of indoor 100 ordinary £1 shares 100%

Centres Limited sports facihity

The Villan Radio Limited Digital radio station 3 ordinary £1 shares 100%

All of the subsidiary undertakings are incorporated in England and Wales The results of the
subsidiary undertakings have been consolidated in the group financial statements

13 Stocks

Group 2010 2009
£000 £:000
Goods held for resale 560 763

The Company did not have any stock (2009 £nd)
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14 Debtors
Group 2010 2009
£'000 £000
Trade debtors 8,856 8,082
Other debtors 547 258
Prepayments and accrued income 1,929 3,329
11,332 11,669

Trade debtors due in over one year of £1,200,000 (2009 £1,000,000) have been included in the

above The company had no debtors (2009 £nil)

15 Creditors: amounts falling due within one year

Group Company Group Company

2010 2010 2009 2009

£000 £'000 £000 £000

Bank loans and overdrafts (Note 18) 14,457 195 2,694 -
Trade creditors 23,821 - 18,989 -
Amounts owed to parent undertakings 827 - 7,653 -
Amounts owed to subsidiary undertakings - 12,432 - 13,353
Finance leases and hire purchase (Note 18) 24 - 8 -
Taxation and social secunty costs 8,599 - 9,767 -
Other creditors 434 - 637 -
Accruals and deferred iIncome 12,150 - 13,898 -
60,312 12,627 53,646 13,353

Amounts owed to parent and subsidiary undertakings are unsecured, bear no interest and are

repayable on demand
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16 Creditors: amounts falling due after more than one year

Group Company Group Company

2010 2010 2009 2009

£°000 £000 £'000 £'000

Bank loans (Note 18) 6,053 1,267 6,467 -
Loan notes payable to parent undertaking 89,632 89,632 84,500 84,500

{Note 18)
Trade creditors 2,606 - 4,201 -
Finance leases and hire purchase (Note 18) - - 24 -
Accrued Interest 8,652 8,652 4,520 4,520
106,943 99,551 99,712 89,020
17 Grants and donations

Group Company Group Company
2010 2010 2009 2009
£000 £000 £'000 £000

At 1 June 3,611 - 3,776 -
Credit to loss from operations in the year {140) - (165) -
3,471 - 3,611 -

At 31 May
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18 Loans and other borrowings

Group Company Group Company
2010 2010 2009 2009
£°000 £000 £000 £000
Bank loans and overdrafts 20,510 1,462 9,161 -
Finance leases and hire purchase 24 - 32 -
Loan notes 89,632 89,632 84,500 84,500
110,166 91,094 93,693 84,500
Maturity of financial habilities
Due n one year or less, or on demand 14,481 195 2,702 -
Due in more than one year but less than 3,421 195 2,718 -
two years
Due in more than two years but less than 2,145 585 3,001 -
five years
Due in more than 5 years 90,119 90,119 85,182 84,500
110,166 91,094 93,693 84,500

Bank loans and overdrafts

The bank loan and overdraft, which are secured on the Group’s land and property assets, bear
interest on margins above Bank of England Base Rate £2,500,000 of the bank term loan 1s
repayable by 3 payments each year over the period to July 2012 £720,000 of the bank term loan i1s
repayable by 12 payments each year over the period to July 2014

The mortgage 1s secured on a specific asset, and bears interest on margins above LIBOR £195,000
of the bank term loan i1s repayable by quarterly payments each year over the period to October 2017

The bank overdraft 1s renewable annually and repayable on demand At the balance sheet date, the
group had undrawn overdraft borrowing facilites of £11,457,032 (2009 £14,692,470)

Loan notes

On 28 August 2009 the company 1ssued £5,000,000 discounted unsecured redeemabie lcan notes
Notes are repayable In full on 28th August 2019 On 14 October 2009 the company 1ssued
£7,500,000 discounted unsecured redeemable loan notes Notes are repayable in full on 14 October
2019

During the year, freehold property with a cost of £7,368,133 was transferred to a parent undertaking
and was settled with the cancellation of lcan notes payable to the parent undertaking No profit or
loss was generated on disposal
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19 Provisions for liabilities

Deferred tax

The following are the major deferred tax labihties recognised by the Group and movements thereon
during the current year and prior year

Short-term
Capital tirming
allowances differences Losses Total
£000 £'000 £'000 £000
At 1 June 2009 719 - - 719
Adjustment in respect of prior years - - - -
Credit to profit and loss account for the (19) - - (19)
year
At 31 May 2010 700 - - 700

There 1s an unprovided deferred tax asset of £35 8 million (2009 £26 6 milllon) in respect of tax
losses carried forward No deferred tax asset will be recognised until these losses can be utilised

20 Called up share capital

2010 2009
Number £000 Number £'000

Authorised — ordinary shares of £1 each 200,000,000 200,000 200,000,000 200,000

Allotted ang fully paid — ordinary shares 115,617,792 115,618 95,500,001 95,500
of £1 each

On 28 August 2009 the nominal capital of the company was increased by £5,000,000 by the creation
of 5,000,000 ordinary shares of £1 each ranking pan passu in all respects with existing ordinary
shares On 14 October 2009 the nominal capital of the company was increased by £7,500,000 by the
creation of 7,500,000 ordinary shares of £1 each ranking pari passu (n all respects with existing
ordinary shares On 31 May 2010 the nominal capital of the company was increased by £7,617,791
by the creation of 7,617,791 ordinary shares of £1 each ranking pari passu in all respects with
existing ordinary shares This was settled through the cancellabon of balances owed to the parent
company
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21 Profit and Loss account

Group Company Group Company
2010 2010 2009 2009
£'000 £'000 £000 £000
At 1 June (56,355) (18,103) (10,201) (5,930)
Loss for the financial year (37,572) (4,923) (46,154) (12,173)
At 31 May (93,927) (23,026) (56,355) (18,103)
| 22 Reconciliation of movements in shareholders’ funds
: Group Company Group Company
2010 2010 2009 2009
£000 £000 £000 £'000
Loss for the financial year {37,572) (4,923) (46,154) (12,173)
Net proceeds of 1ssue of ordinary shares 20,118 20,118 35,000 35,000
Opening shareholders’ funds 39,145 77,397 50,299 54,570
Closing shareholders’ funds 21,691 92,592 39,145 77,397
23 Net cash flow from operating activities
2010 2009
£000 £000
Loss from operations (50,734) {43,738)
Amortisation of players’ registrations 30,556 22,943
Depreciation of tangible fixed assets 6,004 5,129
Amortisation of grant income (140) (165)
Decrease/(increase) in stocks 203 (250)
. Increase in debtors (786) (62)
; (Decrease)/increase In creditors {2,636) 19,116
Net cash (outflow)/inflow from operating activities (17,533) 2,973
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24 Analysis of cash flows for heading netted in cash flow statement

2010 2009
£'000 £'000
Returns on investments and servicing of finance
Interest receved 3 300
Interest paid (833) (763)
Net cash outflow from returns on investments and servicing of (830) (463)
finance
Capital expenditure and financial investment
Purchase of tangible fixed assets (7,057) {(11,637)
Purchase of intangible fixed assets (40,512} (47,059)
Proceeds from disposal of tangible fixed assets 50 98
Proceeds from disposat of intangible fixed assets 21,635 8,187
Net cash outflow from capital expenditure and financial investment (25,884) (50,411)
Financing
Funds from loan notes 12,500 35,000
Issue of ordinary shares 12,500 35,000
Net cash inflow from financing 25,000 70,000
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25 Analysis of net debt

At 1 June At 31 May

2009 Cash flow Non-cash 2010

£000 gopp Movements £'000

£'000

Cash at bank and in hand 8,531 (7,906) - 625
Debt due within 1 year (2,702) {11,755) - (14,457)
Net cash 5,829 (19,661) - {13,832)
Debt due after 1 year —bank loan (6,459) 406 - {6,053)
Debt due after 1 year —oan notes (84,500) (12,500) 7,368 {89,632)
Finance leases (32) 8 - (24)
Net debt (85,162) (31,747) 7,368 {109,541)

Non-cash movements represent the cancellation of loan notes payable to the parent undertaking in
exchange for freehold property

26 Contingent liabilities

The terms of certain contracts with other football clubs In respect of the acquisition of players’
registrations include the payment of addittonal amounts upon the fulfilment of specific conditions In
the future The maximum unprovided hiability which may arise in respect of these players at 31 May
201015 £2,866,727 (2009 £2,014,000)

The company has issued an indemnity in favour of HSBC Bank PLC in respect of claims against
HSBC Merchant Services under section 75 of the Consumer Credit Act The company's maximum
habilsty under this agreement 1s £4 5m The directors consider it highly unlikely that a claim under this
guarantee will be made

29




Reform Acquisitions Limited

Notes to the financial statements
for the year ended 31 May 2010 (continued)

27 Retirement benefit schemes

Certain members of the Group's staff are members of either the Football League Limited Players
Retirement Income Scheme, a defined contribution scheme, or the Football League Limited Pension
and Life Assurance Scheme (FLLPLAS), a defined benefit scheme As the Group 1s one of a number
of participating employers in FLLPLAS, it i1s not possible to accrue any actuarial surplus or deficit on
a meaningful basis and consequently contnibutions are expensed n the consolidated income
statement as they become payable The assets of the scheme are held separately from those of the
Group, being invested with insurance companies Under the provisions of Financial Reporting
Standard 17 the scheme would be treated as a defined benefit multi-employer scheme The
scheme's actuary has advised that the participating employer’s share of the underlying assets and
lrabilities cannot be identified on a reasonable and consistent basis and accordingly no disclosures
are made under the provisions of Financial Reporting Standard 17 This defiait has been
appropriately accounted for over the remaining service lives of the employees concerned in
accordance with Financial Reporting Standard 17 Where employees have left the Group, the
amount was charged to the consolidated income statement in the year i which the deficit was
notified At the year end, the amount outstanding in relation to the defined contnbution schemes was
£241,060 (£2009 £n)

Contributions are also paid into individuals’ private pension schemes The total contnibutions across
all schemes during the year amounted to £232,246 (2009 £187,347)

28 Events after the balance sheet date

A number of changes to the UK Corporation tax system were announced in the June 2010 Budget
Statement The Finance Act (No 2) 2010 i1s expected to include legislation to reduce the main rate of
corporatton tax from 28% to 27% from 1 Apnl 2011 Further reductions te the main rate are proposed
to reduce the rate by 1% per annum to 24% by 1 April 2014 The changes had not been
substantively enacted at the balance sheet date and, therefore, are not induded in these financial
statements

On 24 November 2010, the nominal capital of the company was increased by £5,000,000 by the
creation of 5,000,000 ordinary shares of £1 each ranking parn passu in all respects with existing
ordinary shares On the same date, the company created £5,000,000 unsecured redeemable
discounted loan notes, 1ssued to the parent company undertaking Loan notes are repayable In
November 2020

On 9 August 2010 Martin O'Neill resigned as manager of Aston Villa Football Club waith immediate
effect His successor, Gerard Houllier, was appointed on 8 September 2010

29 Related party transactions

The Company has taken advantage of the exemption granted under Financial Reporting Standard 8
which does not require disclosure of transactions between subsidiary undertakings as more than
90% of the Company’s voting rights are controlled within the Group

During the year, Mr R Lerner, a director of the company, rented a property from the Group Total rent
payments recewed duning the year amounted to £112,500 (2009 £135,000) This transaction was on
an arms length basis At the year end, a balance of £395,282 (2009 £52,573) remained due from Mr
R Lerner

During the year, management charges totalling £826,901 (2009 £7,652,748) were incurred from
Reform Acquisihons LLC, the ultimate holding company At the year end, £826,901 (2009
£7,652,748) remained outstanding

During the year, freehold property with a cost of £7,368,133 was transferred to a parent undertaking
and was settled with the cancellation of loan notes payable to the parent undertaking No profit or
loss was generated on disposal
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30 Ultimate parent undertaking and controlling party

In the opinion of the directors the ultimate holding company 1s Reform Acquisiions LLC, a company
registered 1n the United States of America, and the ultimate controlling party 1s Mr R Lerner
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