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The All Party Football Group’s Report - English Football and
Its Finances.

“Supporting Manchester United is easy, you generally win something every year.
The club has the money to spend on the best players and youth development.
We could not see ourselves travelling up and down the country to watch the
likes of Darlington or Morecambe. The loyal supporters of those teams are the
real heroes in football, not David Beckham.”

Independent Manchester United Supporters’ Association

Introduction

Football, today, is a game divided. A game divided between the
haves and the have-nots, certainly. But also between those who
argue that the game is in a fit and proper state, that we have
never had it so good and that the English League is the best in
the world; and those who say that the football authorities are
drinking in the last chance saloon, that the good of the game is
at risk and that English League teams, as well as our National
Team, are falling further and further behind our major (mainly)
European competitors. Listening to the two sides in the debate,
you could be forgiven for thinking that they are talking about two
completely different games.

Which side is right? In many ways, they both are. It is true that the English Premier League is

the richest in the world and there is more money today in the English game than there ever
has been. But at the same time, the game has more clubs in administration today than ever
before and clubs at the lower levels of the League pyramid are finding it more and more
difficult to survive.

Equally, it is true to say that the English game today is in a far better state than it was twenty

years ago when it was ravaged by hooliganism, when fans were forced to watch in stadia
that were literally falling apart and when the numbers watching the game were dwindling,
year-on-year. But this was also an era when a team could rise from the non-leagues to win
the FA Cup, when spectators could watch a top flight match for less than £3 and when
English teams dominated European competitions.

The purpose of this report is to help bring the game back together again; to try and bridge
the differences between the two sides. As | said when launching this Inquiry into Football
and its Finances,

“Football is part of the nation’s heritage. The game has made great strides forward as a
spectator sport in recent years and broadened its supporter base from the old working
class traditions. However, despite its increased popularity, there are serious financial
problems at the professional end of the game. We hope that the All Party Football Group’s
report may assist to gather the joint wisdom of all those involved in the game at all levels.”

In assembling this report we have tried to avoid, on the one hand, the anecdotal, ‘down-
the-pub’ reportage that unfortunately colours a serious analysis of the game far too often.
On the other hand, we have not been distracted by the warning that the issues are far too

‘complex’ for ordinary mortals to become involved with and should be left to the
professionals.

This is a serious report into the financial health of football. It is not a ‘back-of-the-envelope’
report but nor can it be the last word on the matter. It is the result of an in-depth Inquiry by
the All Party Football Group that has lasted ten months, received written contributions from
dozens of interested parties and held seven public, oral inquiry sessions over a six month
period hearing from, amongst others, supporters, academics, journalists, club chairmen,
administrators, managers, agents, broadcasters and the football authorities. This has made
it, we would contend, one of the most complete investigations into the game for decades
leading to the production of this ‘sensibly radical’ report.

We hope it will be welcomed by all sides and everyone who has participated in the Inquiry
thus far although we are realistic enough to recognise that some of our recommendations
are challenging, and even controversial. Indeed, we would be doing something wrong,

if they were not.

It is not the job of Government - or backbench politicians - to run football. But, inevitably,
politics has a part to play. Politicians have a legitimate role on behalf of the many millions of
fans throughout the country, in holding to account those who do have the onerous
responsibility of running our national game.

We embarked upon this inquiry in order to give everyone - not only those directly involved in
the professional game but all those who care about football - the opportunity to contribute
their views. Since the start of the Premiership there has been a continuous flow of wealth
towards the larger clubs. All the indicators from the recent negotiations with the European
Commissioner for Competition confirm the fears that the new TV contract starting next
season will be the last under the present arrangements. Without brave decisions, the
pyramid will become more acute.

We welcome the private benefactors who have invested huge
personal fortunes in the game and as a result some clubs have been
transformed. But, the overwhelming majority of the wealth in the
game comes from the public whether channelled through the
turnstiles, purchase of merchandise or from TV subscriptions.
Everyone appreciates the aesthetic pleasure of “the beautiful game”.
However, it is difficult to deny that the unique attraction of football is
the unpredictability of individual results and the “big dream” of

supporters that their club can climb up through the divisions.

Football is fortunate that there is some breathing space but the debate must start
immediately. Decisions are needed and changes must follow as quickly as possible. We claim
neither special expertise nor do we know the exact solution. However, we are certain that this
report today has to be the start not the end of the process. It is the long term future of
football at all levels that is important. The public and the football world, assisted by the media,
will judge the action of those possessing the wealth and power in the game.

Alan Keen MP

Chair - All Party Parliamentary Football Group
on behalf of the Group’s Inquiry into Football & Its Finances




Chapter 1:

Re-distribution

There is no issue in football as contentious as the re-distribution of finances within the
game. Of course, the ‘haves’ want to keep what they have got and the ‘have-nots’ want
what the ‘haves’ have. The reason this has attracted increasing focus over recent years is
largely because football has been so successful in that time in attracting previously unheard
of sums from broadcasters, sponsors and fans. It is, if you like, a problem of success.

Many have argued, as the Football Supporters’ Federation do, that “at the risk of stating the
obvious the finances of football are a mess.” Evidence is all around in the shape of the
record number of clubs that have gone into administration over recent years whilst the
game has enjoyed unparalleled riches. It is this paradox that, in part, was responsible for
initiating this Inquiry.

However, it is by no means clear that radical re-distribution per se would prevent clubs
becoming insolvent in the future. In fact, it may simply lead to bigger club failures. The case
of Leeds United is pertinent here as their financial meltdown occurred from a point of
financial (and football) success. What is clear to us is that any radical re-distribution of
finance within the game, which we do advocate, must be accompanied by better corporate
governance by clubs themselves and tighter regulation by the authorities. This is expanded
upon at greater length in the later chapters of this report.

As Professor Tom Cannon argued to us, however, “It is hard to start any serious analysis of
professional football in England without starting with the Premier League, the top divisions of
the Nationwide League and the FA.” In fact, within football, there is no divide as great as that
between the Premier League and the first division of the Nationwide League. And it is
growing, as more and more money comes into the game , especially the Premier League
and especially through the sale of broadcasting rights.

Broadcasting money

We are struck by evidence given by the Football League. Before 1992, the year
the Premier League was formed, regulations guaranteed that 25% of television
revenue generated by the League found its way to the 72 clubs below the top
flight. In the first season of the Premier League this was reduced to just less
than 19% (£13.94m) of the professional game’s total broadcasting income and
represented a shortfall of £4.6m on the previous arrangements. Last season,
the Football League’s income was £21.44m representing just 4.6% of the
professional game’s total television income. The total shortfall compared to
what the League would have received under the previous 25% arrangement
was £113.76m. In fact, according even to the Premier League’s own evidence,
the top 5 clubs in last season’s Premier League (Manchester United, Arsenal,
Liverpool, Newcastle & Chelsea) each earned more from television monies
than all the 72 clubs in the Football League combined.

Many therefore call for a return to the status quo ante with 25% of all television revenues
being re-distributed to the Football League. We reject that call as changes need to be made
on a graduated and planned basis. As the Premier League said in its evidence to us:

“The FA Premier League faces many competing, and laudable calls upon the income
we generate. The challenge is to find the right balance of support for each of the
following priorities:

* To redistribute within our league in a way that keeps the league competitive,
promotes investment and rewards success

e To create a structure and competition that enables our clubs to compete
successfully in European competitions

e To make a significant contribution outside of our league to the wider football family,
including to the Football Foundation, the Football League and the PFA

* To work as a partner with Government in securing public policy priorities.

Whilst we would agree that a balance between these objectives needs to be struck,
we are not persuaded that the current balance is the right one. Previously, one could
argue, perhaps, that too much money was being contributed by the top flight to the

lower leagues. That is far from the case now .

We further recognise the re-distribution of income that does currently occur from the
Premier League to the Football League and beyond. The Premier League presented
powerful evidence to us that £68million a year is allocated outside of its own League
structure. We would not agree that all of this £68million represents re-distribution of income
throughout the game in the truest sense. We do, however, acknowledge the wider
responsibility the Premier League has to the game. We would like to see that extended.

We are also mindful that the directors of clubs themselves are primarily responsibly for the
financial health of their clubs (more of which later). However, in addition to the current 5%
of revenue earned from the broadcasting of the Premier League that is re-distributed to
the grassroots of the game through the Football Foundation, we recommend that the
Premier League re-distributes a further 5% of its total broadcasting revenue and
that this should go directly to the Football League and the Football Conference.
This will serve to reduce the enormous financial gap between the Premier League and the
lower leagues, and improve competitiveness in the game, to which we refer later in this
chapter.

Our preference would be for this to coincide with the new broadcasting contract ie.
beginning of the 2004-05 season. However, we accept that this would have implications for
teams in the top flight at the beginning of next season. To ease the burden on some clubs,
it may be appropriate to phase this in over the length of the new broadcasting contract (ie
between the 2004-05 season and the 2007-08 season) by at least an additional 1% of total
broadcasting revenues per season being contributed by the Premier League to the Football
League and the Football Conference.

We would note that whilst this does represent a significant further increase in the
re-distribution of income within the game, it is far less than the 25% demanded by some
who want to see a return to the status quo ante.




Parachute payments

As referred to on previous page, it is clear that the greatest divide in the English game today
is that between the Premier League and the Football League. To reduce the financial pressure
of relegation, the Premier League provides ‘parachute payments’ for relegated clubs.

These amount to £6 million per annum per club that is relegated, for two years. In an ideal
world, with the right re-distributive mix, these would not need to exist. However as we have
to deal with an imperfect world, these ‘parachute payments’ provide a cushion between the
riches of the Premier League and the relative impoverishment of The Football League.

We do not, however, perceive these payments to represent wealth re-distribution in the true
sense of the phrase as the benefit is limited to a very small number of clubs who used to be
part of the elite and are subsequently in the very top echelon of the Football League.

However, we do recognise the important role they play in helping to alleviate the increasing
financial burden of relegation from the Premier League. Parachute payments certainly
provide some relief to the pain of relegation. We further welcome the introduction of
parachute payments between the different divisions of the Football League.

Whilst some may want to see such payments extended, we believe it should be a key
responsibility incumbent on relegated clubs to live within their means (including the
parachute payments). We further believe that our other recommendations in this report
represent more genuine re-distribution and hence obviate the need for enhanced parachute
payments. We therefore recommend that parachute payments from the Premier
League to relegated clubs remain at current levels for the foreseeable future.

Merit awards

A number of contributors raised the issue of Premier League placings and the merit award
associated with them that derive from broadcasting revenues. Currently, each team receives
approximately £500,000 for each place up the Premier League that they finish, from
£10million for winning the League (Manchester United, last season) to just £500,000 for
coming bottom (Sunderland, last season). It is felt by some that this is too great a disparity
and that the ‘steps’ should be reduced (the point has been made that originally broadcasting
money was shared absolutely equally by all 92 League clubs). We partially agree.

On the one hand, we accept evidence from the Premier League that revenue for placings
should not be looked at in isolation but as part of the total mix of revenue that clubs receive
from television revenues. This is currently split three ways:

e 50% shared equally
* 25% according to final League placing
e 25% according to the number of televised games they appear in.

It has been argued that this provides a balance between re-distribution of income within
the League, compensation for televising matches (called facility payments for the costs
of broadcasting and a potential loss of revenue from smaller crowds) and rewarding
success. We also recognise that requiring up to 10% of broadcasting revenues to be
re-distributed outside of the Premier League will reduce the amount of money available

to Premier League clubs.

On the other hand, there still remains an enormous difference between the amount of
broadcasting revenue that the top clubs in the Premier League receive (mainly because
they are also televised the most frequently and hence receive correspondingly large facility
payments) and those received by the bottom clubs.

We recommend that there should be changes to the way the Premier League
distributes TV monies to each team in its League, with a far greater proportion

(at least 60%) being shared equally between all clubs and less provided for merit
payments and facility payments (i.e. as compensation to clubs whose games are
televised). We believe that this will maintain a healthy gap between the payment received by
Premier League champions and the team finishing last to encourage competition and reward
success whilst being re-distributive within the League. We recognise the financial impact that
this measure might have on current Premier League clubs if introduced immediately and
would therefore support its phasing-in over the lifetime of the new broadcasting contract.

Competitiveness of the game

It is clear that we need to ensure a system which promotes competitiveness and rewards
success whilst at the same time prevents the game from being dully predictable, which
ultimately will surely just turn away the crowds in droves.

Achieving a balance between the two is clearly no easy task and there have been concerns
expressed about the way that financial dominance off the pitch is reinforcing footballing
dominance on the pitch. It is often noted that since the formation of the Premier League in
1992, over a decade ago, only three clubs have won it (Manchester United - eight times,
Arsenal — twice; Blackburn - once). Similarly, over the same period of time, nine of the last
eleven FA Cup Finals were won by just three teams (Arsenal - four times; Manchester
United - three times; Chelsea - twice). The other two were won by Liverpool and Everton.

Competition is the lifeblood of the game - the romance of teams being able to ascend
through all divisions and the dreams of ex-non-league teams winning the FA Cup seems to
have vanished nowadays. This is mirrored by widespread concerns at the current situation
where realistically two or, on the sudden appearance of a mega-billionaire benefactor, three
clubs can win the Premier League; where financially prudent clubs that are promoted plan
for relegation the following season; where teams risk financial oblivion to remain in the
Premier League; and where the battle to avoid relegation has become more exciting than
the battle to win the Championship.

We believe that measures advocated throughout this report will assist in promoting
competition on the pitch as well as off it. We also recognise the work that the football
authorities are currently doing to address the issue. However, we recommend that the
football authorities be given an explicit duty to promote the competitiveness of
the professional game.
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Football Foundation

The Football Foundation makes an enormous contribution to the development of grassroots
football in this country and we unambiguously applaud the work that it has been doing over
many years.

A number of contributors have raised the issue of the funding of the Football Foundation.
Currently, it is funded equally by the Premier League, the Football Association and the
Government to the tune of £60million pa. However, the Government’s contribution comes
from Sport England and other lottery-linked sources and can come with stringent conditions
attached on what the money can be spent on. We believe these should be lifted and

we recommend that before the next three year term of the Football Foundation,
the Government looks at the structure and sources of funding for grassroots
football, including the Football Foundation.

Transfer window

Traditionally, transfers have been a wealth redistributive mechanism that provide smaller
clubs with a potential income stream throughout the season. The ability of clubs to make
transfers at any time during, or after, the season has been significantly curtailed through the
recent introduction of the ‘Transfer Window’.

Many in the game have called for the window to be abolished. We were particularly taken
by the powerful evidence provided by the Football League on this issue. We are inclined
to agree with them, however, firstly we recommend that detailed research is
undertaken by the FA’s Financial Advisory Unit, at the end of this season,

to analyse the full impact that the Transfer Window has had over the last

two seasons.

Gate sharing

Gate sharing was abolished in the early 1980s. This had
previously helped smaller clubs receive a share in the
proceeds of visits to larger clubs (25% of gate receipts) and,
as such, was a re-distributive mechanism within a particular
division which recognised that it requires two teams to play
football. Many parties, including fans of the world’s richest club,
have called for its immediate re-introduction.

We remain open to persuasion for two main reasons. Firstly,
there appears to be no real appetite for its re-introduction by
clubs themselves, even from those who are likely to benefit.

Secondly, we advocate elsewhere in this section more comprehensive re-distribution
mechanisms (within divisions, between divisions and between the professional and the
amateur game) particularly through a greater proportion of TV monies finding its way
throughout the game. We believe we should wait to assess the impact of these
mechanisms first before moving on to look at other means of re-distribution.

We do, nevertheless, recognise that gate-sharing may assist in the re-distribution of income
between clubs in the same division but we are unsure how many clubs would welcome its
re-introduction. We therefore recommend that the Premier League and the
Football League consult their constituent clubs to ascertain whether they would
support the re-introduction of gate sharing and at what level. It is also important
that the incentive to improve facilities and extend capacity for supporters is not removed for
innovative clubs. We will be commissioning a survey of over 300 clubs which will include
questions on gate sharing.

FA Cup payments

Much has been made of the recent changes by the
Football Association to reducing payments to clubs
who exit the early rounds of the FA Cup. Certainly,
the changes have not been communicated well by
the Football Association. They have been portrayed,
on the face of it, as reducing monies going to the
lower levels of the game. However, we accept that
these changes form only part of a much wider
package of changes recently introduced by the
Football Association which offset, to some extent,
these reduced payments.

Whilst we welcome significant improved funding for
the FA Trophy and FA Vase this season, we are
concerned about a reduction of over £2m in prize
money for the FA Cup being taken from Rounds 1
and 2 as this necessarily takes money away from
lower league clubs. We would rather there was
no reduction in prize money for the FA Cup,
but if there has to be, we recommend that
the re-distribution in prize money for the

FA Cup is taken from all Rounds, and not
just Rounds 1 and 2.
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Chapter 2:

Insolvency

The issue of insolvency has been brought into focus most dramatically by the plight of
Leeds United, the struggling, debt-laden Premiership club. The club has already been given
a number of administration deadlines as it tries to find a buyer to pick up an estimated
£82million of debt. This is despite being the only team from one of the wealthiest provincial
cities and it selling off the majority of its most valuable players including the largest ever
transfer between two English clubs (Rio Ferdinand). Should it go into administration,

it will be the most high profile casualty in living memory.

This was not always the case. It is easy to forget that it was just three years ago that
Leeds United were in the semi-finals of the Champions League, on the verge of
European glory and untold riches as its gamble to invest in expensive players
appeared to be paying dividends.

The risk of financial failure, however, extends far beyond Leeds United to some of the
less glamorous reaches of the Football League. It is here that the real problem lies. In the
last 11 seasons since the Premier League broke away from the Football League, 34 clubs
have entered administration (alimost half the entire Football League). In the last eighteen
months alone (since the collapse of ITV Digital), 12 clubs have entered administration

and, according to the Football League’s own evidence, a third of them remain.

This is a shameful record, not all of which can be blamed on the collapse of ITV Digital.

We would also agree with the Professional Footballers’ Association that an underlying cause
of football’s current financial problems is poor financial management as directors let clubs
spend more than they can earn in an attempt to bring success to a club.

Undoubtedly, the situation has deteriorated since the demise of ITV Digital. Whereas
previously the PFA would support approximately 10 clubs per season, currently they have
had almost 30 approach them for help.

Whilst the best antidote for a club going into administration is a chairman and a board that
prudently refuse to spend more than they can afford, we recognise that not all directors fit
this bill. We have been most impressed, however, by the response of the Football League
and the Football Conference to introduce measures aimed at preventing clubs entering
administration as an easy way out of their financial troubles. We also welcome the Premier
League’s decision to address this issue too.

Sporting sanctions

The most potent penalty any club can face for going into administration is that it will face
competitive sporting sanctions that will make it even harder to survive in its own league.
We are therefore particularly pleased that the Football League, from next season, has
introduced measures that clubs entering administration will receive a ten-point deduction.
Clubs will also be unable to begin two successive seasons in administration and the
maximum length of any club’s administration will be eighteen months. We also applaud the
decision of the Premier League to impose a nine-point deduction for clubs that go into
administration after 3 June 2004.

1
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Wage capping

We concur, to some extent, with the Department for
Culture, Media & Sport who argue that, “player wage
inflation is the single most important financial issue facing
football.” We accept that this has been the case but also
detect in more recent months increasing signs of wage
restraint as players, and even agents, recognise the
financial situation of the game. We welcome moves by
clubs to write into players’ contracts clauses which will
give performance related pay if clubs succeed and are

promoted, but likewise reduce wages if they are relegated.

Many contributors to the Inquiry raised the issue of wage capping. It had strong support from
the majority but was, understandably, fiercely rejected by the PFA. We understand the reasons
behind the PFA’'s stance. We also accept that a wage capping system is far from a perfect
answer to the problem of insolvency and the unscrupulous will always find ways around it.

However, we do welcome the move by the Football Conference and the Football League to
introduce wage caps as a percentage of club turnover and we will carefully monitor the
effect of this action. We recommend that the Football Conference and Nationwide
League experiment with wage-capping should be seen to be successful over a
sustained period of time, before the Premier League consider following suit.

Police charges

We recognise the fantastic job that the Police do in keeping order at football matches.
Much of the responsibility for the dramatic reduction in hooliganism over the past decade

is down to their efforts. There is some pressure for clubs to bear the full police charges
outside their grounds. The game is united in its opposition to this suggestion and many
smaller clubs could be put in jeopardy if they had to incur such costs. We believe it is
inconsistent for football clubs to bear such costs when the organisers of other public events
do not have to pay for policing outside their venues. We therefore recommend that the
costs of policing football matches outside football grounds continue to be borne
by general taxation.

Inland Revenue debts

There has been criticism that the Inland Revenue has been guilty of treating some football
clubs unfairly when agreeing settlements with the administrator of outstanding VAT, PAYE
and National Insurance. For example, it was alleged that Leicester City had to pay only 10p
in the pound whilst York City were forced to pay 53p. The apparent unfairness appeared
worse particularly because York City, after administration, was taken over by the club
supporters. In order to pursue these allegations we met with the Paymaster General,
Dawn Primarolo MP, on 4th December 2003.

The Paymaster General explained that in the light of the 2003 Enterprise Act, “where the
Revenue is a minority creditor — as it has been in some recent high profile cases - the
Revenue may have no effective say at all in the eventual outcome or in the number of
pence in the pound which it and other creditors might receive”.




Football debts

A number of contributors to the Inquiry raised the issue of ‘football debts’ and the FA
requirement that football debts take precedence over other debts. Whilst we understand
the motives for introducing such a rule in the first place, we believe that it can be iniquitous
to other suppliers to football clubs and other non-playing members of staff such as
cleaners, shop assistants, stewards etc. We therefore recommend the abolition of
the rule that requires the payment by insolvent clubs of ‘football debts’ before
other debts.

Chapter 3:

Corporate governance

For far too long, the standards of corporate governance within football have been far

too lax. This was bad enough in an era when there was little money washing around in the
game. Now that there is, it is completely unacceptable. If there is to be a transformation in
the financial health of football through further re-distribution, it has to be accompanied by
a tightening of corporate governance standards.

In the course of this inquiry we have heard evidence from numerous fans who have
highlighted cases of unscrupulous club owners more interested in making a quick buck -
almost by whatever means - than in the long term future of their clubs. These are well
documented.

FA Financial Advisory Committee

We welcome recent moves by the Football Association to begin to address some of

these issues just as we have been taking evidence. In particular, we welcome the setting up
of the FA’'s Financial Advisory Committee (FAC) and the appointment of Kate Barker as its
independent chair last August. We wish it well and hope it realises the ‘culture change’ it has
set out to achieve in the management by clubs of their finances and corporate governance.
We will certainly be following carefully its work and would wish to be kept appraised of how
it is fulfilling its objectives.

We further welcome its priority projects for 2004 which include:

e A detailed review of all the cash-flows in the game.

e Research the introduction of a domestic licensing system.

e Establishing a single, comprehensive financial reporting requirement for clubs
e Establishing a Code of Corporate Governance

e Establishing a Fit and Proper person test

e Require directors to make an annual declaration that the club will be able to trade at their
present ground for a full season

¢ Introduce regulations requiring the identification of agents, managers and other coaching
staff involved in any transfer or contract negotiations

e | ook at requiring new owners of clubs to provide credible proof of funding plans.

Of course, actions speak louder than words and we look forward to the above being
introduced over the coming year. To ensure this is the case, as the body responsible

for implementing the FAC’s work, we recommend that the FA’s Financial Advisory
Unit be allocated more staff and resources by the FA to carry out its functions.
Any recommendations that are arrived at should be implemented across all the different
football bodies to ensure a consistent approach.
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Fit & proper person test

Many contributors to this Inquiry called for the establishment of a ‘fit and proper
person’ test. We can see no reason to delay and we therefore recommend that,
with immediate effect, the Football Association introduce a ‘Fit and Proper
Person’ test with respect to anyone who can become a director of a
football club or exercises any influence over the running of a football club.

Corporate guidelines

As welcome as the FA’s initiative is, we would like to see it go further. Following various
scandals within the business world over recent years, new corporate guidelines have
been introduced and new company laws passed to ensure better corporate practice,
more openness and transparency in business dealings. We can see no reason why

football clubs should be immune to these developments.

We therefore recommend that all professional football clubs are brought into
line with best corporate practice and existing company law by establishing an
Independent Audit Committee and an Independent Remuneration Committee and
by appointing independent non-executive directors to the Board. We further
recommend that a club’s full accounts, not just a summary, are published
annually and are passed at the club’s Annual General Meeting.

These measures are intended to safeguard clubs from unscrupulous investors. However,

in order not to deter genuine football benefactors from investing in football clubs, conditions
may be required to ensure they retain their personal financial privacy. This could be
achieved by the formation of a ‘holding’ company separate from the football club.

However, if the football club accounts show loans from a ‘holding’ company, it is vital that
the extent and terms of such loans and guarantees are specified so that it is clear that the
future of the football club is not in jeopardy from a withdrawal of support from the
benefactor. Such a device must not be permitted to allow owners and holding companies to
evade the corporate and social responsibility proposals that we recommend later in this
report. In addition, benefactors should demonstrate that they are able to cover not only
initial transfer fees, but also players’ wages over the lifetime of their contracts. The FA
Financial Advisory Committee should treat this as an urgent issue.

Asset-stripping

One of the most worrying factors in recent years has been the phenomenon of
unscrupulous directors gaining control of a club to asset-strip. In particular, there
have been a number of cases where owners have tried to sell the club’s ground
for development without providing an alternative venue in the local community.

We urge the football authorities to introduce measures to prevent this from
happening and we welcome signs that this is being addressed. Many contributors
called for all football grounds to be placed in a Trust for future generations to
prevent asset-stripping. The surrounding area would be available to be developed
to the trust’'s advantage but the playing area would forever be unable to be sold
or encroached upon by development, unless the supporters trust agreed that it would be
an advantage to the club and conditional upon the same provision being made for a new
stadium within the area and with similar legal protection for the playing surface.

In principle, we support this call. However, this may inadvertently hinder clubs from
borrowing against their assets for genuine ground improvements and redevelopment.
This needs to be looked at further.

We therefore recommend that corporate structures are put in place to avoid
asset stripping by unscrupulous owners (including, if appropriate, grounds of
football clubs being placed in a Trust) so preventing clubs from being moved
many miles from the communities in which they were nurtured.

Supporter involvement

Supporters Direct has existed for just three and a half years but in that time,

the number of supporters’ trusts has grown from six to 94. They are spread
relatively evenly across all four divisions in England, all four divisions in Scotland
and in the non-league. Of the 94 trusts, 38 have acquired a shareholding in their
clubs. Twenty eight clubs now have elected representatives of supporters on
their board of directors and there are seven clubs - three in the league and four
in the non-league - where their trusts are the majority shareholders.

Like the journalist, David Conn, we view the growth of the supporters trust
movement as one of the “truly progressive forces in the game at the moment”.
It has enabled fans to move from a position of frustrated outsiders whose only
power is to chant “sack the board” from the terraces to active involvement and
engagement with the running of clubs. We wholeheartedly welcome existing
government financial support for the establishment of supporters’ trusts.

We would like to see the views of ordinary supporters genuinely represented at
Board level at all clubs. To this end, we recommend that each professional

football club establish a formal integrated mechanism to ensure that
supporters’ views are represented at board level. In the case of a club owned by
a ‘football benefactor’, it may well require some form of formalised contact with elected
supporters.

We also welcome the formation of the Football Supporters Federation and, in agreement
with the Football Taskforce, we recommend that the Football Supporters Federation
be funded primarily by the football authorities.




Corporate structures of clubs

Currently, Football Association rules, in theory, only allow clubs to be private
companies. Nevertheless, there are a number of high profile PLCs within the
game, including the world’s richest club and, as we have seen above, three
supporters’ trust controlled clubs working on a mutual model. There has been
vigorous debate about which type of model is best.

We are not beholden to any particular type. There are clearly benefits for a club
becoming a PLC in terms of openness and transparency required by stock
market rules and also the increased ability to borrow where this is done wisely.
One club, Manchester United, has used this model very successfully, although
we would have to note that it is probably the only real example of a truly
successful PLC in English football. Many others have seen their share price plummet,
leading to well documented financial difficulties.

There are also benefits to privately owned clubs, if the club chairman is really a benefactor
with the long term best interest of the club at heart. There are many examples of this but
there are also many examples of dishonest and unprincipled club chairmen.

Our concern is more with the underlying principles of how a club is run - in terms of openness,
transparency of accounts, supporter involvement, stable cash flows, good corporate
governance etc - as opposed to the particular structure of the club.

We would agree that the current status of football clubs is an anomaly and support calls for
a rule change to allow them to be Industrial and Provident Societies. Such a structure allows
supporters to own the club on a one-member, one-vote basis. The club or its assets could
not be sold without the express approval of the supporters.

We are aware that this is being considered by the Football League and welcome its
statement in evidence to us that, “In principle, The League has no objection to this
concept and is happy to consider the matter further.” However, we also accept its
evidence that “There is concern that industrial and provident societies are currently
unable to enter administration, something that could have grave consequences for the
longevity of a club. The League therefore suggests that the government reviews the
existing laws in relation to industrial and provident societies and insolvency.” We support
this call for a Government review.

We are also aware that the new Companies Bill provides opportunities for ‘community
enterprise companies’ to be established. We would welcome this applying to football
clubs. We recommend therefore that encouragement is given by the Football
Authorities to organisations that wish to establish football clubs as
‘community enterprise companies’ under the new Companies Bill.

Finally, we are aware that the Treasury is currently reviewing proposals - supported by
Supporters Direct - to provide tax-breaks to Supporters Trusts when buying clubs out

of administration. We welcome this review. We recommend that encouragement
is given by Government to establish more Supporters Trusts in football by
offering tax-breaks to such organisations when being established to bring a club
out of administration. These arrangements should be on the basis of an agreed
definition and composition of a Supporters Trust.

The FA’s corporate structures

As a number of witnesses to the Inquiry have pointed out, the structure
of the FA appears both cumbersome and outdated. This is hardly
surprising given that it grew out of nineteenth century roots and has
changed little since. The FA Council, which ultimately decides FA rules,
is comprised of 92 representatives including those from the public
schools and Oxford and Cambridge Universities. It does not, however,
include any representatives from supporters’ organisations.

In addition, the Council’'s membership is largely made up of middle
aged, white men which is no longer reflective of modern Britain, if it ever
was. We recommend that the Football Association’s corporate
structures are reformed to reflect the modern game and that
the FA Council needs to become more representative of
modern Britain by the inclusion of more women, ethnic
minorities, and people with disabilities, for example.







introduced into the domestic game. He argued that the objectives of such a scheme would
be to protect fans from financial mismanagement of their clubs and to protect the integrity
of the competitions. It might also help to reduce the number of clubs entering administration
and hence help to prevent the losses that this causes to private business and the taxpayer.

He concluded, “The benefits of formal licensing arrangements of this kind would be to
improve the quality of financial management in clubs, reduce the threat of clubs going out of
business mid-season, and hence to enhance the integrity of competitions and protect the
interests of fans, taxpayers, and other stakeholders.”

We would agree with much of his argument and note that such systems are commmonplace
elsewhere in Europe, for example in France, Germany, and The Netherlands where clubs have
to acquire a licence each season in order to compete in the league and cup competitions.

We further welcome the work the Premier League is doing in conjunction with UEFA,
whereby all clubs entering European Competitions from next season will be required to hold
a licence. This should at least cover the top half of the Premiership.

It will be incumbent on all Clubs, prior to obtaining the licence, to demonstrate that they
have produced timely financial information in respect of statutory and six monthly accounts,
as well as a disclosure regarding any overdue payments to players and managers to and
other Clubs arising out of transfer activities.

The essential features of the UEFA scheme are:

e [t will be administered by national associations, which will act in accordance with domestic
legal and accounting environments and determine sanctions for breaches.

e |t covers a wide range of non-financial issues including the operation of youth teams,
stadium infrastructure and the technical training of club personnel.

¢ The immediate financial requirement, to be met in the first quarter of 2004 for clubs
wishing to compete in Europe in 2004/05, is the provision of audited annual financial
statements, un-audited interim accounts, and certification that no football-related
payments such as transfer fees or salaries are overdue.

e More radically for the 2006/07 season clubs in European competitions will need to
provide detailed historic balance sheet, profit and loss account, and cash flow
information; as well as a budget, including monthly cash flow projections, for the
forthcoming season. All of these will have to be signed off by an independent accountant.

We further welcome moves by the FA Financial Advisory Committee to research

the introduction of a domestic licence system throughout the English game and

we recommend that a comprehensive licensing system, including non-financials
such as human resources, is introduced throughout the English professional
game in line with the UEFA licensing scheme.

As this may take some time to implement throughout the whole professional game, in the
interim we recommend that all professional clubs have their budgets approved

in advance, for both the coming season and the following season, by the
appropriate football authority before they are allowed to compete. In this way, clubs
will be obliged to forecast prudently for the possible impact of relegation on their finances.

Agents

This Inquiry has not primarily been about agents and we have
deliberately not focused on their activities in any great detail.
This may well be the subject of a future inquiry.

Nevertheless, inevitably the activities of agents came

under the spotlight and we took evidence from an agent,
Richard Thompson, managing director of Merlin Elite Agency
who started his evidence by saying, “I could not begin to
defend some of the tactics used by agents in the game.”

We welcomed his openness and candour.

Agents have a legitimate role to play in the game but over more recent weeks their less
reputable activities have come under even more forensic examination. It is only right that they
should do so. We would certainly support the need for tighter regulation of the activities of
agents and welcome moves by the FA Football Advisory Committee along these lines.

We also note what Richard Thompson told us, “We have made it clear that there should be
a lot more transparency between agent, club and player so that people can see where the
money is going, how the transaction looks and interests are declared. In many cases,
interests are not declared up front. An agent could represent both a club and a player,
which is technically illegal, but it goes on. That level of transparency does not exist. Until it
does, there will be distrust and the reputation that many agents deserve.”

We recommend that all individual agents, as well as their agencies, are licensed
and that all payments, whether by clubs or by players themselves, to both
agents and agencies are fully disclosed. We further recommend that all business
and family relationships between football club employees and agents be
disclosed. We believe that ultimately this will be in the best interests not only of the game
as a whole, but of reputable agents and agencies.

Agents as stakeholders in the game, receive enormous pecuniary benefit from football but
do little, if anything, to contribute to its long term financial stability.

We were struck by one exchange during the course of our Inquiry sessions:

LORD CARTER: Do agents not take an enormous amount of money out of football that is
not being reinvested in the game?

RICHARD THOMPSON: Yes, they are. That probably comes straight from the grass roots,
where money is most needed.

This needs to be addressed. We therefore recommend that a levy is introduced on
all fees that agents make as a result of player transfers and that the monies
received are distributed for the long term benefit of the
grassroots of the game (through the Football Foundation).
The exact level of such a levy should be left to the Football
Association to decide.




Chapter 5:

Broadcasting

If there has been discord on many of the other issues we have
investigated during the course of this inquiry, there has been
unity on one: the defence of governing bodies to collectively sell
their rights.

We have at times despaired at the inflexibility of the European
Commission’s stance on the issue and have lobbied Commissioner
Mario Monti in person. We also recognise the support that was
shown on this issue by the Government, clubs, players, other
leading backbench MPs, journalists, fans, academics, indeed almost
all the stakeholders in the game.

We applaud the flexibility he finally showed on the issue as a sensible, common-sense
solution. Had broadcast rights been unbundled in the way that was at one stage
demanded, it would have had dire consequences for football as well as all other sports
that collectively sell rights.

We believe that the principle of collective selling of sports rights by governing bodies of
any sport is crucial to the integrity of any league system. If the European Commission
had insisted on each Premier League club selling its own broadcasting rights
individually, the Premier League would have fallen into the chaos experienced in some
other European countries.

In addition, we also recognise that viewers also have rights which need to be
acknowledged. So important is the Premier League in our national culture, some
unbundling of the broadcasting rights of the Premier League is probably both inevitable

and desirable.

We therefore welcome the resolution of the dispute between the Premier League and the
European Commission vis-a-vis broadcasting rights. We recommend that future
Premier League broadcasting contract models include an opening out of a
limited number of live games to other broadcasters, particularly terrestrial/
free-to-air, to allow wider viewing of live games by ordinary fans.

As part of this balanced principle between the rights of broadcasters and the rights
of viewers, we welcome the continued inclusion of the FA Cup, the European
Championships and the World Cup Finals as ‘Listed Events’ that must be televised
on free-to-air channels. We recommend that other ‘decisive qualifying
matches’ (eg England’s final match in the Euro 2004 qualifiers against
Turkey) be further added, on an ad hoc basis as and when appropriate,
by statutory instrument.

The one issue that has angered fans as much as any other has been that of shifting kick-off
times away from the traditional 3pm start on a Saturday. The football authorities, as well as
leading clubs, can attest to that.

The Football Supporters Federation has proposed that at least 50% of a club’s home league
matches should kick-off at 3pm on a Saturday. They point to the example last season of
Manchester United in which just ten of its forty one games were 3pm Saturday kick-offs.
The same, albeit to a lesser extent, was true at many other Premiership clubs.

The authorities and clubs argue that it is partly out of their hands as the decisions are largely
those of the broadcasters - all clubs are, however, guaranteed a minimum of three live
league matches per season - or are determined because of European matches the
following week (this is certainly the case for leading clubs).

It has also been pointed out that imposing further restrictions on
who can be broadcast when, will inevitably reduce the
attractiveness of televising fixtures for broadcasters and hence
will reduce the income coming into the game. We therefore
recommend that it should be the norm for a majority of a
club’s home fixtures to be played at 3pm on a Saturday
although we recognise a balance with the requirements
of broadcasters is necessary. Where changes are
required, we recommend that as much notice as
possible be given for altered times of fixtures.




List of recommendations

Our main findings fall into five broad headings relating to the previous chapters:

Chapter 1: Re-distribution

vi.

vii.

viii.

We recommend that the Premier League re-distributes a further
5% of its total broadcasting revenue and that this should go
directly to the Football League and the Football Conference.

We recommend that parachute payments from the Premier League to
relegated clubs remain at current levels for the foreseeable future.

We recommend that there should be changes to the way the Premier
League distributes TV monies to each team in its League, with a far greater
proportion (at least 60%) being shared equally between all clubs and less
provided for merit payments and facility payments (i.e. as compensation to
clubs whose games are televised).

We recommend that the football authorities be given an explicit duty to
actively promote the competitiveness of the professional game.

We recommend that before the next three year term of the Football
Foundation, the Government looks at the structure and sources of funding
for grassroots football, including the Football Foundation.

We recommend that detailed research is undertaken by the FA’s Financial
Advisory Unit, at the end of this season, to analyse the full impact that the
Transfer Window has had over the last two seasons.

We recommend that the Premier League and the Football League
consult their constituent clubs to ascertain whether they would support
the re-introduction of gate sharing and at what level.

We would rather there was no reduction in prize money for the FA
Cup, but if there has to be, we recommend that the re-distribution
in prize money for the FA Cup is taken from all Rounds, and not
just Rounds 1 and 2.

Chapter 2: Insolvency

We recommend that if the Football Conference and Nationwide League
experiment with wage-capping is seen to be successful over a sustained
period of time, then the Premier League should consider following suit.

We recommend that the costs of policing football matches outside football
grounds continue to be borne by general taxation.

We recommend the abolition of the rule that requires the payment
by insolvent clubs of football debts before other debts.

Chapter 3: Corporate Governance

We recommend that the FA’s Financial Advisory Unit be allocated more staff
and resources by the FA to carry out its functions.

We recommend that, with immediate effect, the Football Association
introduce a ‘Fit and Proper Person’ test with respect to anyone who can
become a director of a football club or exercises any influence over the
running of a football club.

We recommend that all professional football clubs are brought into line with
best corporate practice and existing company law by establishing an
Independent Audit Committee and an Independent Remuneration Committee
and by appointing independent non-executive directors to the Board.

We further recommend that a club’s full accounts, not just a summary, are
published annually and are passed at the club’s Annual General Meeting.




vi.

vii.

viii.
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We recommend that each professional football club establish
procedures to ensure a Board Director has responsibility to liaise
with supporters and ensure that their views are represented at
Board level.

We recommend that the Football Supporters Federation be funded
primarily by the football authorities.

We recommend that encouragement is given by the Football
Authorities to organisations that wish to establish football clubs as
‘community enterprise companies’ under the new Companies Bill.

We recommend that encouragement is given by Government to
establish more Supporters Trusts in football by offering tax-breaks to
such organisations when being established to bring a club out of
administration. These arrangements should be on the basis of an
agreed definition and composition of a Supporters Trust.

We recommend that the Football Association’s corporate structures

are reformed to reflect the modern game and that the FA Council needs to
become more representative of modern Britain by the inclusion of more
women, ethnic minorities, and people with disabilities, for example.

Chapter 4: Regulation

We recommend that the Independent Football Commission be given the time
to complete its first full three year term (December 2004) before a decision
is taken to introduce an independent and/or statutory and/or single
regulator. In the future, we recommend that the IFC receives its funding
directly from Government, rather than the FA, in order to demonstrate its
genuine independence.

We recommend that the IFC is able to receive complaints directly from fans
and not by referral, and that the Football authorities incorporate the IFC into
their respective rules and practices to ensure that its decisions are binding
on all parties. In addition, we recommend that the IFC’s budget is agreed in
full in advance of its term, and is significantly increased to allow it greater
resources to carry out more independent research.

vi.

Chapter 5: Broadcasting

We further recommend that the IFC be charged with monitoring
the way the game fulfils its corporate social responsibility (CSR)
obligations. Each club should be required to make an annual CSR
return to the IFC, covering such matters as the measures taken
to combat racism, the enhancement of disabled access, the
pursuit of equal opportunities, the involvement of supporters in
decision-taking, and such other issues as determined by the IFC.

We recommend that a comprehensive licensing system,

including non-financials such as human resources, is introduced throughout the
English professional game in line with the UEFA licensing scheme. In the interim,

we recommend that all professional clubs have their budgets approved in

advance, for both the coming season and the following season, by the appropriate

football authority before they are allowed to compete.

We recommend that all individual agents, as well as their agencies, are licensed
and that all payments, whether by clubs or by players themselves, to both agents

and agencies are fully disclosed. We further recommend that all business and
family relationships between football club employees and agents be disclosed.

We recommend that a levy is introduced on all fees that agents make as a result
of player transfers and that the monies received are distributed for the long term

benefit of the grassroots of the game (through the Football Foundation).

We recommend that future Premier League
broadcasting contract models include an opening
out of a limited number of live games to other
broadcasters, particularly terrestrial/free-to-air, to
allow wider viewing of live games by ordinary fans.

We recommend that other ‘decisive qualifying matches’ (eg England’s final match in
the Euro 2004 qualifiers against Turkey) be further added, on an ad hoc basis as and

when appropriate, by statutory instrument.

We recommend that it should be the norm for a majority of a club’s home fixtures

to be played at 3pm on a Saturday although we recognise a balance with the
requirements of broadcasters is necessary. Where changes are required, we

recommend that as much notice as possible be given for altered times of fixtures.
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Conclusion

The All Party Parliamentary Football Group has gathered the evidence and opinions
from a wide range of organisations and individuals throughout the English game.
We have summarised our findings and have made recommendations, not in a
dogmatic way, but rather to encourage discussion by those with the power to make
effective decisions.

However, we are dogmatic - and know we are right - when we state that conclusions
need to be reached as soon as possible and decisions have to be made with some
speed. It would be difficult for arguments to be constructed claiming that change is not
necessary when the Nationwide Conference and the Football League have already
embarked upon impressive and constructive initiatives to improve the financial situation
for their clubs. We applaud those who control the individual clubs as well as the
Chairmen and Chief Executives of the respective administrations.

We also welcome the obvious determination of The Football Association to begin to
revise its structures beginning with the formation of the Financial Advisory Committee.
We are much too modest to claim that the launch of our inquiry in 2003 had a
catalytic effect.

We have listened to arguments that there is a need for a regulator for football

appointed by government. That advice may well turn out to be correct and its
implementation may well be necessary in the future. However, it is our opinion that the
football authorities have it in their own hands to make a statutory regulator unnecessary. It is also
our opinion that it is essential that changes are put into motion in a time scale shorter than that
required for government to move through the democratic process.

We appeal to those who have the power to enact change. Whilst considering the growing disparity
in resources that is damaging the current competitive aspect of the game, do not fail to see that
the present problems will be nothing compared with the unacceptable chasm that will divide the
“haves” from the “have-nots” if the broadcasting contract in three and a half years time is not able
to be negotiated collectively.

We undertake to play our part by exerting pressure through the political channels as we have done
during the current negotiations. However, it is essential that pessimism rules and that the football
authorities accept that, irrespective of how the European Commission views competition law;
football is nothing without real competition. It is important to realise that this it is not just a “football”
thing but one that it will have long term financial consequences.

Alan Keen MP
Chair

On behalf of the All Party Parliamentary Football Group
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Chair’s Acknowledgements

A Select Committee is part of the official proceedings of parliament and its role in
scrutinising government departments and the performance of bodies receiving public
funding is valuable. However, it is rare for an All Party Parliamentary Group to embark on

a detailed inquiry such as this. The All Party Football Group, with almost none of the
resources of a select committee, has been able to conduct this wide ranging inquiry
because of the enthusiasm, co-operation and goodwill of so many individuals and
organisations. The decision by the group to undertake the inquiry was born out of concern
at the increasing problems facing football at all levels that appear to threaten the long term
future of the game.

| would like to thank the members of the Lords and Commons who formed the panel.

The work behind the scenes has far exceeded that “in front of the cameras”. The cost of
transcribing the verbal evidence and other direct expenses has been borne by the
members themselves. A great deal of money flows through the professional game but it
was thought unacceptable to seek funding from any interested party connected to the
game to avoid any accusation of bias in the report. A decision was taken to exclude any of
the All Party Football Group’s members from participating in the inquiry if they had previous
involvement in government policy-making or had a current direct involvement in the game in
an official role. Clive Betts MP was appointed to the board of the IFC only a week or so
before the end of the inquiry and has been excluded from giving his views on that body.

The committee possesses no powers to subpoena witnesses and | am grateful to all those
who have given their time to provide evidence and particularly those appearing in person.
There has been a range of different views on the way the game should be administered but
it has been clear that everyone involved in the inquiry cares deeply about football.

I would like to thank BBC Parliament and its staff for recording and showing many hours of
the inquiry’s hearings (thirteen hours continuously on 25th November 2003) and Graeme
Holdaway of Westminster Sound Systems for his advice and assistance.

West Ham United kindly hosted our inquiry session with Sport England and Trevor Brooking.
| appreciate very much their hospitality and thank the club for demonstrating its impressive
community work.

Pete Bowyer, the Co-ordinator of the Inquiry, is a director of Weber Shandwick but has
given weeks of his time in a personal capacity. Without his hard work, the report would
never have been completed. Tim Green and David Keen from my own office have worked
so many hours in a voluntary capacity because they care about football.

We are grateful to Vision 21 for their offer to conduct a survey of more than 300 football
clubs so that we are able to gauge the broad opinions of those in the lower divisions of the
football pyramid that the constraints of time did not allow this inquiry to cover.

Parliamentary funds were not available for the printing of the report and | am extremely
grateful to Thales for funding the printing and design of the report.
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