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CHELSEA FOOTBALL CLUB LIMITED
STRATEGIC REPORT
FOR THE YEAR ENDED 30 JUNE 2017

The directors present the strategic report for the year ended 30 June 2017.

Principal activity

The Company's principal activity during the year continued to be that of a Premier League football club. .
Results for the year

The profit for the year, after taxation, was £12.97m (2016: loss of £72.3m).
Fair review of the business

Profit and Loss

The profit for the year before taxation was £13.1m compared to a loss of £71.8m for the prior year. Increased
revenues (discussed below), the elimination of £75.3m of exceptional charges from the prior year and profit on player
sales (see below) were the principle reasons for this improvement.

This year saw turnover increase from £298.9m to a record £332.2m. This was due to an increase in the broadcasting
revenues because of increased centralised distributions from the FAPL (a £19.5m increase) together with an increase
in sponsorship income due to additional agreements being signed in the year (a £17.7m increase), principally the
start of our new training wear partnership with Carabao. Match income was slightly down reflecting our non-
participation in European competition (a £3.9m reduction).

Pre-exceptional item operating expenses of £388.3m have increased by £41.4m compared with £346.9m in the
previous year. This was a result of increased player amortisation of £17.6m, an increase in our cost of sales of
£15.8m and increased administrative expenses of £8m.

The football club made a profit on player trading of £69.2m in the year (2016: £49.0m) principally due to the sales of
Oscar to Shanghai SIPG, Christian Atsu to Newcastle, Patrick Bamford to Middlesbrough, Papy Dijilobodji to
Sundertand and Juan Cuadrado to Juventus.

Balance Sheet

Intangible assets (principally player acquisitions with a small amount of computer software) have decreased to
£230.1m from £241.3m. This movement is a result of £106.0m of acquisitions offset by the net book value of disposals
of £28.7m and amortisation of £88.5m.

Tangible fixed assets are £146.5m at the year end. As in prior years, the bulk of the £2.7m additions have been
spent on improving facilities at Stamford Bridge and the training ground at Cobham.

The net current liabilities at £215.9m have increased by £6.5m. This is as a resuit of an increase in creditors falling
due within one year of £3.4m, as well as a decrease in debtors of £3.1m.

Creditors falling due after more than one year of £793.2m include £780.4m owed to the Company’s parent company,
Chelsea FC pic. This is the Company’s principal source of finance.




CHELSEA FOOTBALL CLUB LIMITED
STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2017

Principal risks and uncertainties

There are a number of potential risks and uncertainties which could have a material‘impact on the Company's long
term performance. These risks and uncertainties are monitored by the Board on a regular basis.

Income

The football derives its income from principal sources: gate receipts, television and commercial relationships.

All three sources of income are largely dependent on the performance of the first team and its appeal to football
supporters. The performance of the first team is significantly influenced by the quality of the coaching staff and the
players that the football club can attract in a highly competitive market both on the domestic and European levels.

Expenditure

In order to attract the talent which will continue to win domestic and European trophies and therefore drive
increases in our revenue streams, the football club continually invests in the playing staff by way of both transfers
and wages.

Regulatory Environment

The football club is regulated by the rules of the FA, FAPL, UEFA and FIFA. These regulations have a direct impact
on the football club as they cover areas such as the division of centrally negotiated television deals and the
operation of the transfer market. The football club has staff whose roles include ensuring that the football club
monitors the evolution of these rules and ensures compliance with them.

The introduction of the UEFA financial fair play regulations from the 2011/12 season provides a significant
challenge. The football club needs to continue to balance success on the field together with the financial
imperatives of this new regime.

Funding

Funds are provided by the parent company, Chelsea FC plc, which in tumn is supported by Fordstam Limited. The
football club reviews and updates its cash forecasts on a regular basis and keeps the owner aware of its financial
commitments going forward.

Key performance indicators

The principal key performance indicators for 2016/17 of both a financial and non-financial nature were as follows:-

Non Financial

FAPL Champions (2016: FAPL 10th place)

FA Cup Runners-Up (2016: FA Cup 6th Round)

League Cup 4th Round (2016:4th Round)

Champions League — Did not qualify (2016: Round of 16)
. Average league attendance of 41,508 (2016: 41,500)

Financial (reviewed by the Board on a monthly basis)

Revenue growth

Payroll costs .
Operating resuit before player trading and amortisation
Gains/losses on player trading

Player acquisition costs

Compliance with UEFA Financial Fair Play Regulations
Compliance with FAPL enhanced financial regulations




CHELSEA FOOTBALL CLUB LIMITED
STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2017

Fixed Assets

The movements in fixed assets during the year are as shown in notes 12 and 13 to the Financial Statements. The
intangible fixed assets comprises the unamortised portion of the cost of players’ registrations as well as a small
balance in relation to internally generated software.

Officers of the Company have valued the playing staff. The average of their aggregate valuation as at 30 June
2017 was £445.2m (2016: £398.8m). This assumes willing buyers for the relevant players’ reglstratlons on normal
contractual terms and an orderly disposal over a period of time.

Going concern basis
The Company has received confirmation from the ultimate funding party that sufficient funds will be provided to

finance the business for the foreseeable future. The Directors have therefore adopted the going concern basis in
preparing these financial statements.

By order of the board

C | Alexander

B Ot 203




CHELSEA FOOTBALL CLUB LIMITED
DIRECTORS' REPORT
FOR THE YEAR ENDED 30 JUNE 2017

The directors present their annual report and financial statements for the year ended 30 June 2017.

Principal activities
The principal activity of the company continued to be that of a Premier League football club.

Directors
The directors who held office during the year and up to the date of signature of the financial statements were as
follows:

B Buck

D Barnard

M Granovskaia
E Tenenbaum

Results and dividends
The results for the year are set out on page 8.

No ordinary dividends were paid. The directors do not recommend payment of a final dividend.

Disabled persons

Disabled persons are given full and fair consideration in all applications for employment. Equal consideration is
also given for training, career development and opportunities for promotion. If an existing employee becomes
disabled, such steps that are practical are taken, in respect of adjustments to premises or employment
arrangements, to retain him/her in employment. Where appropriate, rehabilitation and suitable training are given.

Employee involvement .
The Company recognises the importance of good employee relations and communications and involves employees
as appropriate to the Company’s circumstances. Employees are regularly kept informed of and express their view
on activities which are of concern to them or are likely to affect their interests.

Auditor
The auditor, KPMG LLP, is deemed to be reappointed under section 487(2) of the Companies Act 2006.

Statement of disclosure to auditor

So far as each person who was a director at the date of approving this report is aware, there is no relevant audit
information of which the company’s auditor is unaware. Additionally, the directors individually have taken all the
necessary steps that they ought to have taken as directors in order to make themselves aware of all relevant audit
information and to establish that the Company’s auditor is aware of that information.

By order of the board

C | Alexander
Secretary

12 ..Ocioces 205




CHELSEA FOOTBALL CLUB LIMITED
DIRECTORS' RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 30 JUNE 2017

The directors are responsible for preparing the Strategic Report, the Directors' report and the financial statements
in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with UK accounting standards and
applicable law (UK Generally Accepted Accounting Practice), including FRS 102 The Financial Reporting Standard
applicable in the UK and Republic of Ireland.

Under company law the directors must not approve the financial statements unless they are satisfied that they give
a true and fair view of the state of affairs of the company and of the profit or loss of the company for that 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

. assess the company’s ability to continue as a going concern, disclosing, as applicable, matters related to
going concern; and

. use the going concem basis of accounting unless they either intend to liquidate the company or to cease
operations, or have no realistic alternative but to do so.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any time the financial position of the company
and enable them to ensure that the financial statements comply with the Companies Act 2006. They are also
responsible for such intemal control as they determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error, and have general responsibility
for taking such steps as are reasonably open to them to safeguard the assets of the group and to prevent and
detect fraud and other irregularities. '




CHELSEA FOOTBALL CLUB LIMITED
INDEPENDENT AUDITOR' S REPORT

TO THE MEMBERS OF CHELSEA FOOTBALL CLUBLIMITED |

FOplmon

We have audited the fnanmal statements of Chelsea Football Club lelted (“the companY) for the year ended 30
June 2017 which comprise the Profit and Loss Account, the Statement of Comprehensive Income, the Balance
v Sheet, the Statement of Changes in Equity and related notes |nc|ud|ng the accounting policies in note 1.

In‘our oplnlon the fnancnal statements:

. glve a true and fair view of the state of the compan)/s affairs as at 30 June 2017 and of:ts profit for the year‘
then ended; )

e have been properly prepared in accordance with UK accounting standards, mcludlng FRS 102 The Flnancra/
Reporting.Standard appllcable in the UK and Republic of Ireland; and ; .

"o have.been prepared in accordance with the reqwrements ofthe Companres Act 2006

Basis for opinion

We conducted our auditin accordance with International Standards on Auditing (UK) (“ISAs (UK)") and applicable
law. Our responsibilities are described below. We have fulfilled our-ethical responsibilities: under, and are
independentofthe companyin accordance with, UK ethical requirements including the.FRC Ethical Standard. We
believe that the audlt e\ndence we have obtained is a sufficient and appropnate basis for our opinion.

Going concern

We are required.to report to you if we have concluded that the use of the going concern ba5|s ofaccountmg is

inappropriate or there is an undisclosed material uncertainty that may cast significant doubt over the use of that

. basis foraperiod of at leasttwelve months from the date ofapproval of the fnanmal statements. We have nothing
to report inthese respects

Strateglc report and directors’ report

The directors are responsrble for the strategic report and the directors’ report. Our op|n|on on the financial .
statements does not cover those reports and we do not express an audit opinion thereon

" QOur responsibilityis to read the strategic reportand the directors’ report and, in doing so, consider whether, baSed
on our financial statements audit work, the information therein is materially mlsstated or inconsistent with the
:fnanc1al statements or our audit knowledge. Based solely on that work:

o we have not identified material misstatements in the strategic report and-the dlrectors report

. in our opinion the-information given in those reports for the financial year is conS|stent with the ﬁnanmal
statements; and

. in our opinion those reports have been prepared in accordance with the Compan'ies Act 2006:

Matters on which We are required to report by exception
Under the Companies Act2006 we are required to report to you if,in our opinion:

Yy adequate accounting records have not been kept or returns adequate for ouraudlt have not been recelved
from branches not visited by us; or

e the financial statements are not in agreement with the accounting records,and returns; or
e« certain disclosures ofdirectors’ remuneration specified by law are not made; or

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

We have nothing to report in these respects..




CHELSEA FOOTBALL CLUB LIMITED
INDEPENDENT AUDITOR S REPORT (CONTINUED)

TO THEMEMBERS OF CHELSEA FOOTBALL CLUB LIMITED -

Dlrectors responsibilities

As explained more fullyin their statementsetouton page 5, the dlrectors are responsible for: the preparation of the

financial statements and for being satisfied that they give a.true ‘and fair view; such internal control as they

determine is necessaryto enable the preparation offinancial statements that are free from material. misstatement, .

whether due to fraud or error; assessmg the compaan ability to continue as a going concern, disclosing, as

applicable, matters related to going concern; and using the going concern basis of accounting unless they.either
_intend to liquidate the company or to cease operations, or have no realistic alternative butto do so. -

" Auditor’s responsibilities

Our objectives are to obtain reasonable assurance aboutwhetherthe financial statements as a whole are free from
material misstatement, whetherdue to fraud or error, and to issue our opinion in an auditor’s report. Reasonable
assurance is a high level of assurance, but does not guarantee that an audit conducted in accordance with ISAs
" (UK) will always detecta material misstatementwhen itexists. Misstatements can arise from fraud or error and are.
~ considered material if, individually or in aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis ofthe financial statements , .

A fuller description of our ’responsibil_ities is provided on the - -‘FRC’s  website at

www.frc‘.org.uk/aud itors res ponsibilities.

The purpose of our audit work and to whom we owe our responSIblhtles ‘

This report is made solelyto the companys members as a body, in accordance with Chapter 3 of Part 16 ofthe
Companies Act 2006. Our auditwork has been undertaken so thatwe mightstate to the company’s members those
matters we are required to state to them in an auditor's report and for no other purpose. To.the fullest extent
permitted by law, we do not acceptor assume responsibility to anyone other.than the company and the company's
members, as a body, for our audit work, for this repor, or for the opinions we have formed.

Michael Maloney (Senior Statutory Auditor)

" for and on behalf of KPMG LLP, )
Statutory Auditor

Chartered Accountants

15 Canada Square, London, E1 4 SGL
7 October 2017




CHELSEA FOOTBALL CLUB LIMITED

INCOME STATEMENT
FOR THE YEAR ENDED 30 JUNE 2017

Turnover
Cost of sales

Gross profit

Administrative expenses
Exceptional item

Operating loss

Interest receivable and
similar income

Interest payable and
similar charges

Profit on disposal of
player registrations

Loss on disposal of
tangible fixed assets

Profit/(loss) before
taxation

Taxation

Profit/(loss) for the
financial year

Notes

10

11

Operations Player
excluding amortisation
player and
trading trading
2017 2017

£000 £000
332,211 -
(251,099) -
81,112 -
(48,633) (88,399)
32,479 (88,399)

- 1,470
- (1.524)

- 69,216

(129) -
32,350 (19,237)
(143) -
32,207 (19,237)

Total
2017
£000

332,211.
(251,099)

81,112

(137,032)

(55,920)

1,470
(1,524)
69,216

(129)

13,113

(143)

12,970

2016
£000

298,903
(235,265)

63,638

(111,597)
(75,315)

(123,274)

2,885
(450)

48,995

(71,844)

(503)

(72,347)

The income statement has been prepared on the basis that all operations are continuing operations.

The notes on pages 12-27 form an integral part of these financial statements.




CHELSEA FOOTBALL CLUB LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2017

Profit/(loss) for the year

Other comprehensive income
Tax relating to other comprehensive income

Total comprehensive income for the year

2017
£000

12,970

143

13,113

The notes on pages 12-27 form an integral part of these financial statements.

2016
£000

(72,347)

(72,347)




CHELSEA FOOTBALL CLUB LIMITED
STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2017

2017 2016
Notes £000 £000 £000 £000
Fixed assets .
Intangible assets 12 230,056 241,323
Tangible assets 13 146,457 150,223
376,513 391,546
Current assets ;
Stocks 14 - 72
Debtors 15 5,802 8,905
Cash at bank and in hand 3 3
5,805 8,980
Creditors: amounts falling due within 16
one year (221,740). (218,384)
Net current liabilities (215,935) (209,404)
Total assets less current liabilities 160,578 182,142
Creditors: amounts falling due after 17
more than one year (793,190) (827,867)
Net liabilities (632,612) (645,725)
Capital and reserves
Called up share capital 20 ' 10 10
Share premium account 99,990 99,930
Revaluation reserve 9,448 10,664
Profit and loss reserves . (742,060) (756,389)
Total equity (632,612) (645,725)

The financial statements were approved by the board of directors and authorised for issue on l?)OdO‘D@f ?’Ol a

and are signed on its behalf by:

B Buck
Director

Company Registration No. 01965149

The notes on 12 to 27 form an integral part of these financial statements.

-10-



CHELSEA FOOTBALL CLUB LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2017

Share - Share Revaluation Profit and Total
capital premium reserve loss .
account reserves

Notes £000 £000 £000 £000 £000
Balance at 1 July 2015 10 99,990 11,377 (685,258) (573,881)
Year ended 30 June 2016:
Loss and total comprehensive
income for the year - - - (72,347) (72,347)
Difference on depreciation . - - (1,216) 1,216 -
Other movements - - 503 - 503
Balance at 30 June 2016 10 99,990 10,664 (756,389) (645,725)
Year ended 30 June 2017:
Profit for the year - - - 12,970 12,970
Other comprehensive income:
Deferred tax - - - 143 143
Total comprehensive income for the year - - - 13,113 13,113
Difference on depreciation - - (1,216) 1,216 -
Balance at 30 June 2017 10 99,990 9,448 (742,060) (632,612)

The notes on pages 12-27 form an integral part of these financial statements.

11 -



CHELSEA FOOTBALL CLUB LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2017

11

1.2

Accounting policies

Company information
Chelsea Football Club Limited is a company limited by shares incorporated in England and Wales. The
registered office is Stamford Bridge, Fulham Road, London, UK, SW6 1HS.

Accounting convention

These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland” (“FRS 102") and the requirements of the Companies
Act 2006.

The financial statements are prepared in sterling, which is the functional currency of the company. Monetary
amounts in these financial statements are rounded to the nearest £000.

The financial statements have been prepared on the historical cost convention. The principal accounting
policies adopted are set out below.

This company is a qualifying entity for the purposes of FRS 102, being a member of a group where the parent
of that group prepares publicly available consolidated financial statements, including this company, which are
intended to give a true and fair view of the assets, liabilities, financial position and profit or loss of the group.
The company has therefore taken advantage of exemptions from the following disclosure requirements:

. Section 4 ‘Statement of Financial Position’ — Reconciliation of the opening and closing number of
shares;

. Section 7 ‘Statement of Cash Flows’ — Presentation of a statement of cash flow and related notes
and disclosures;

U Section 11 ‘Basic Financial Instruments’ and Section 12 ‘Other Financial Instrument Issues’ —
Carrying amounts, interest income/expense and net gains/losses for each category of financial
instrument; basis of determining fair values; details of collateral, loan defaults or breaches, details of
hedges, hedging fair value changes recognised in profit or loss and in other comprehensive income;

. Section 26 ‘Share based Payment' — Share-based payment expense charged to profit or loss,
reconciliation of opening and closing number and weighted average exercise price of share options,
how the fair value of options granted was measured, measurement and carrying amount of liabilities
for cash-settled share-based payments, explanation of modifications to arrangements;

. Section 33 ‘Related Party Disclosures’ — Compensation for key management personnel.

The financial statements of the company are consolidated in the financial statements of Chelsea FC plc.
These consolidated financial statements are available from its registered office, Stamford Bridge, Futham
Road, London, SW6 1HS.

Going concern

The financial statements have been prepared on the going concern basis which the Directors believe to be
appropriate. The Company is reliant on its ultimate parent undertaking, Fordstam Limited, for its continued
financial support. Fordstam Limited has indicated its continued support for the foreseeable future. The
Directors have therefore adopted the going concern basis in preparing these financial statements.

-12-



CHELSEA FOOTBALL CLUB LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 30 JUNE 2017

13

1.4

1.5

Accounting policies

Turnover

Turnover represents all income arising from the ordinary activities of the Group excluding transfer fees and
excluding Value Added Tax. Principal sources of income include gate receipts, media, commercial and
operation of stadium facilities.

Gate, match and other event day revenue is recognised over the period of the football season as games are
played and events are staged. Sponsorship and similar commercial income is recognised over the duration of
the respective contracts. The fixed element of broadcasting revenues is recognised over the duration of the
football season whilst facility fees for live coverage or highlights are taken when earned at the point of
broadcast. Merit awards are accounted for over the period of the football season based on known position in
the league compared to the previous season’s final table. UEFA pool! distributions relating to participation in
the Champions League are recognised when received whilst distributions relating to match performance are
taken when earned; these distributions are classified as broadcasting revenues.

Revenue from the sale of goods is recognised when the significant risks and rewards of ownership of the
goods have passed to the buyer (usually on dispatch of the goods), the amount of revenue can be measured
reliably, it is probable that the economic benefits associated with the transaction will flow to the entity and the
costs incurred or to be incurred in respect of the transaction can be measured reliably.

Revenue from contracts for the provision of professional services is recognised by reference to the stage of
completion when the stage of completion, costs incurred and costs to complete can be estimated reliably. The
stage of completion is calculated by comparing costs incurred, mainly in relation to contractual hourly staff
rates and materials, as a proportion of total costs. Where the outcome cannot be estimated reliably, revenue
is recognised only to the extent of the expenses recognised that are recoverable.

Intangible fixed assets other than goodwill

Intangible assets acquired separately from a business are recognised at cost and are subsequently measured
at cost less accumulated amortisation and accumulated impairment losses. Intangible assets acquired on
business combinations are recognised separately from goodwill at the acquisition date if the fair value can be
measured reliably.

Amortisation is recognised so as to write off the cost or valuation of assets less their residual values over their
useful lives on the following bases:

Software 3-5 years

Tangible fixed assets

Tangible fixed assets are initially measured at cost and subsequently measured at cost or valuation, net of
depreciation and any impairment losses.

Depreciation is recognised so as to write off the cost or valuation of assets less their residual values over their
useful lives on the following bases:

Freehold land Not depreciated

Long leasehold land ' Not depreciated

Construction in progress Not depreciated

Long leasehold buildings 50 to 100 years on a straight line basis
Computers 4 years on a straight line basis
Fixtures, fittings & equipment 2 to 10 years on a straight line basis -

-13-



CHELSEA FOOTBALL CLUB LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 30 JUNE 2017

1.6

1.7

1.8

Accounting policies

The gain or loss arising on the disposal of an asset is determined as the difference between the sale
proceeds and the carrying value of the asset, and is credited or charged to profit or loss.

Impairment of fixed assets

At each reporting period end date, the company reviews the carrying amounts of its tangible and intangible
assets to determine whether there is any indication that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss (if any). Where it is not possible to estimate the recoverable amount of an individual asset,
the company estimates the recoverable amount of the cash-generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use,
the estimated future cash flows are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset for which
the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount. An
impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried at a revalued
amount, in which case the impairment loss is treated as a revaluation decrease.

Recognised impairment losses are reversed if, and only if, the reasons for the impairment loss have ceased
to apply. Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-
generating unit) is increased to the revised estimate of its recoverable amount, but so that the increased
carrying amount does not exceed the carrying amount that would have been determined had no impairment
loss been recognised for the asset (or cash-generating unit) in prior years. A reversal of an impairment loss is
recognised immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which
‘case the reversal of the impairment loss is treated as a revaluation increase.

Stocks

Stocks are stated at the lower of cost and estimated selling price less costs to complete and sell. Cost
comprises direct materials and, where applicable, direct labour costs and those overheads that have been
incurred in bringing the stocks to their present location and condition.

Stocks held for distribution at no or nominal consideration are measured at cost, adjusted where applicable
for any loss of service potential.

At each reporting date, an assessment is made for impairment. Any excess of the carrying amount of stocks
over its estimated selling price less costs to complete and sell is recognised as an impairment loss in profit or
loss. Reversals of impairment losses are also recognised in profit or loss.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks, other short-term liquid
investments with original maturities of three months or less, and bank overdrafts. Bank overdrafts are shown
within borrowings in current liabilities.

-14 -



CHELSEA FOOTBALL CLUB LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 30 JUNE 2017

1.9

Accounting policies

Financial instruments
The company has elected to apply the provisions of Section 11 ‘Basic Financial Instruments’ and Section 12
‘Other Financial Instruments Issues’ of FRS 102 to all of its financial instruments.

Financial instruments are recognised in the company's statement of financial position when the company
becomes party to the contractual provisions of the instrument.

Financial assets and liabilities are offset, with the net amounts presented in the financial statements, when
there is a legally enforceable right to set off the recognised amounts and there is an intention to settle on a
net basis or to realise the asset and settle the liability simultaneously.

Basic financial assets

Basic financial assets, which include debtors and cash and bank balances, are initially measured at
transaction price including transaction costs and are subsequently carried at amortised cost using the
effective interest method unless the arrangement constitutes a financing transaction, where the transaction is
measured at the present value of the future receipts discounted at a market rate of interest. Financial assets
classified as receivable within one year are not amortised.

Other financial assets

Other financial assets, including investments in equity instruments which are not subsidiaries, associates or
joint ventures, are initially measured at fair value, which is normally the transaction price. Such assets are
subsequently carried at fair value and the changes in fair value are recognised in profit or loss, except that
investments in equity instruments that are not publically traded and whose fair values cannot be measured
reliably are measured at cost less impairment.

Impairment of financial assets o
Financial assets, other than those held at fair value through profit and loss, are assessed for indicators of
impairment at each reporting end date.

Financial assets are impaired where there is objective evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset, the estimated future cash flows have been affected.
If an asset is impaired, the impairment loss is the difference between the carrying amount and the present
value of the estimated cash flows discounted at the asset’s original effective interest rate. The impairment
loss is recognised in profit or loss.

If there is a decrease in the impairment loss arising from an event occurring after the impairment was-
recognised, the impairment is reversed. The reversal is such that the current carrying amount does not
exceed what the carrying amount would have been, had the impairment not previously been recognised. The
impairment reversal is recognised in profit or loss.

Derecognition of financial assets

Financial assets are derecognised only when the contractual rights to the cash flows from the asset expire or
are settled, or when the company transfers the financial asset and substantially all the risks and rewards of
ownership to another entity, or if some significant risks and rewards of ownership are retained but control of
the asset has transferred to another party that is able to sell the asset in its entirety to an unrelated third party.

Classification of financial liabilities

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in the
assets of the company after deducting all of its liabilities.
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CHELSEA FOOTBALL CLUB LIMITED
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FOR THE YEAR ENDED 30 JUNE 2017

1.10

Accounting policies

Basic financial liabilities

Basic financial liabilities, including creditors, bank loans, loans from fellow group companies and preference
shares that are classified as debt, are initially recognised at transaction price unless the arrangement
constitutes a financing transaction, where the debt instrument is measured at the present value of the future
receipts discounted at a market rate of interest. Financial liabilities classified as payable within one year are
not amortised.

Debt instruments are subsequently carried at amortised cost, using the effective interest rate method.

Trade creditors are obligations to pay for goods or services that have been acquired in the ordinary course of
business from suppliers. Amounts payable are classified as current liabilities if payment is due within one year
or less. If not, they are presented as non-current liabilities. Trade creditors are recognised initially at
transaction price and subsequently measured at amortised cost using the effective interest method.

Other financial liabilities

Derivatives, including interest rate swaps and forward foreign exchange contracts, are not basic financial
instruments. Derivatives are initially recognised at fair value on the date a derivative contract is entered into
and are subsequently re-measured at their fair value. Changes in the fair value of derivatives are recognised
in profit or loss in finance costs or finance income as appropriate, unless hedge accounting is applied and the
hedge is a cash flow hedge.

Debt instruments that do not meet the conditions in FRS 102 paragraph 11.9 are subsequently measured at
fair value through profit or loss. Debt instruments may be designated as being measured at fair value though
profit or loss to eliminate or reduce an accounting mismatch or if the instruments are measured and their
performance evaluated on a fair value basis in accordance with a documented risk management or
investment strategy.

Derecognition of financial liabilities
Financial liabilities are derecognised when the company’s contractual obligations expire or are discharged or
cancelled.

Equity instruments

Equity instruments issued by the company are recorded at the proceeds received, net of direct issue costs.
Dividends payable on equity instruments are recognised as liabilities once they are no longer at the discretion
of the company.

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.

Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as
reported in the income statement because it excludes items of income or expense that are taxable or
deductible in other years and it further excludes items that are never taxable or deductible. The company’s
liability for current tax is calculated using tax rates that have been enacted or substantively enacted by the
reporting end date.
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1.14

1.15

1.16

Accounting policies

Deferred tax

Deferred tax liabilities are generally recognised for all timing differences and deferred tax assets are
recognised to the extent that it is probable that they will be recovered against the reversal of deferred tax
liabilities or other future taxable profits. Such assets and liabilities are not recognised if the timing difference
arises from goodwill or from the initial recognition of other assets and liabilities in a transaction that affects
neither the tax profit nor the accounting profit.

The camrying amount of deferred tax assets is reviewed at each reporting end date and reduced to the extent
that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be
recovered. Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability
is settled or the asset is realised. Deferred tax is charged or credited in the income statement, except when it
relates to items charged or credited directly to equity, in which case the deferred tax is also dealt with in
equity. Deferred tax assets and liabilities are offset when the company has a legally enforceable right to offset
current tax assets and liabilities and the deferred tax assets and liabilities relate to taxes levied by the same
tax authority.

Employee benefits
The costs of short-term employee benefits are recognised as a liability and an expense, unless those costs
are required to be recognised as part of the cost of stock or fixed assets.

The cost of any unused holiday entittement is recognised in the period in which the employee’s services are
received.

Termination benefits are recognised immediately as an expense when the company is demonstrably
committed to terminate the employment of an employee or to provide termination benefits.

Retirement benefits
Payments to defined contribution retirement benefit schemes are charged as an expense as they fall due.

Leases

Rentals payable under operating leases, including any lease incentives received, are charged to income on a
straight line basis over the term of the relevant lease except where another more systematic basis is more
representative of the time pattern in which economic benefits from the lease asset are consumed.

Foreign exchange

Transactions in currencies other than pounds sterling are recorded at the rates of exchange prevailing at the
dates of the transactions. At each reporting end date, monetary assets and liabilities that are denominated in
foreign currencies are retranslated at the rates prevailing on the reporting end date. Gains and losses arising
on translation are included in the income statement for the period.

Players' Registrations

All costs associated with the acquisition of a player's registration are capitalised as intangible fixed assets and
are amortised evenly over the period of the player's initial contract of employment with the Company. In the
event that the initial contract is renegotiated prior to expiry, the written down value at the date of renegotiation
is amortised over the extended period. Fees receivable are set off against the players’ net book value at the
date of sale, plus any payments made in settlement of the contracts, and the difference is treated as a profit
or loss on disposal.

The Directors review the carrying value of the players’ registrations for impairment where events or changes
in circumstances indicate that the carrying value of the asset may not be recoverabie. To the extent that the
carrying value exceeds the recoverable amount, the asset is impaired and the impairment loss is recognised
in the profit and loss account.
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1.18

Accounting policies

Players’ signing on fees

Players’ contracts of employment may include a signing on fee payable in instalments over the period of
contract. The Company's policy is to charge such fees to the profit and loss account as they become
probable under the terms of the contract.

Stadium Development
The Company capitalises all expenditure incurred for the development of Stamford Bridge Stadium.

Judgements and key sources of estimation uncertainty

In the application of the company’s accounting policies, the directors are required to make judgements,
estimates and assumptions about the carrying amount of assets and liabilities that are not readily apparent
from other sources. The estimates and associated assumptions are based on historical experience and other
factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised where the revision affects only that
period, or in the period of the revision and future periods where the revision affects both current and future
periods.

Turnover and other revenue

An analysis of the company’s turnover is as follows:

2017 2016
£000 £000
Turnover
Matchday 61,814 65,669
Commercial 107,952 90,301
Broadcasting 162,445 142,933
332,21 298,903
Other significant revenue )
Interest income - 1,470 2,885
Turnover analysed by geographical market
2017 2016
£000 £000
United Kingdom ] 332,211 298,903
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Exceptional costs/(income)

2017 2016
£000 £000
Exceptional items - 75,315

Exceptional items consist of termination payments and compensation totalling £0 (2016: £8.3m) in relation to
the changes in the first team management during the year as well as an accrual of £0 (2016: £67m) relating to
a compensation fee arising as a result of the early termination of the club’s kit sponsorship deal.

Profit/(loss) before taxation

2017 2016
Profit/(loss) before taxation for the year is stated after charging/(crediting): £000 £000
Depreciation of owned tangible fixed assets 6,345 8,286
Profit on disposal of player registrations : (69,216) (42,027)
Loss on disposal of tangible fixed assets 129 -
Amortisation of intangible assets 88,471 70,989
Operating lease charges 12 10
Auditor’s remuneration

2017 2016
Fees payable to the company's auditor and associates: £000 £000
For audit services
Audit of the company's financial statements 36 40
For other services
Fees payable to the Company auditor. for the review of the Company's interim .
accounts 9 9
Taxation compliance services 16 26

25 35

Employees

The average monthly number of persons (including directors) employed by the company during the year was:

2017 2016

Number Number

Playing staff (including managers/coaches) 117 103
Administration and commercial 224 219
341 322
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7 Employees

Their aggregate remuneration ’comprised:

2017 2016

£000 £000

Wages and salaries 181,083 178,423
Social security costs 21,664 23,507
Pension costs ’ 752 756
203,499 202,686

The company also employs approximately 1,100 (2016: 1,100) temporary staff on match days.

8 Directors’ remuneration

2017 2016

£000 £000

Remuneration for qualifying services 229 223
Company pension contributions to defined contribution schemes 22 22
251 245

The number of directors for whom retirement benefits are accruing under defined contribution schemes
amounted to 1 (2016 - 1).

Remuneration disclosed above include the following amounts paid to the highest paid director:

Remuneration for qualifying services 229 223

The other Directors who held office during the year were not paid for their services as Director of this
company by the Group or any third party.

9 Interest receivable and similar income
2017 2016
£000 £000
Interest income
Other interest income . 1,470 2,885

Debtor balances relating to future transfer fees receivable have been recorded at the net present value of
future payments, discounted using a market rate of interest resulting in interest income being recognised over
the period of the transactions
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10

11

Interest payable and similar charges
2017
£000

Other interest 1,524

1,524

2016
£000
450

450

Creditor balances relating to future transfer fees payable have been recorded at the net present value of
future payments, discounted using a market rate of interest resulting in interest expense being recognised

over the period of the transactions

Taxation
2017
£000
Deferred tax .
Changes in tax rates 143
. Other adjustments -
Total deferred tax 143

The charge for the year can be reconciled to the profit/(loss) per the income statement as follows:

2017

£000
Profit/(loss) before taxation 13,113
Expected tax charge based on the standard rate of corporation tax in the UK
of 19.75% (2016: 20.00%) 2,590
Tax effect of expenses that are not deductible in determining taxabie profit 1,105
Deferred tax not recognised . (10,444)
Effect of change in corporation tax rate 6,126
Group relief -
Movement on deferred tax -
Fixed asset differences 623
Current year losses for which no deferred tax recognised -
Deferred tax charged directly to equity 143
Tax expense for the year B : 143

2016
£000

284

503

2016
£000

(71,844)

(14,369)
1,625

414
503

12,330

503
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12 Intangible fixed assets

Software Players Total
Registrations
£000 £000 £000

Cost
At 1 July 2016 . 330 450,431 450,761
Additions ‘ - 105,941 105,941
Disposals - (99,979) (99,979)
At 30 June 2017 - 330 456,393 456,723
Amortisation and impairment
At 1 July 2016 197 209,241 209,438
Amortisation charged for the year 72 88,399 88,471
Disposals - (71,242) (71,242)
At 30 June 2017 269 226,398 226,667
Carrying amount
At 30 June 2017 ' 61 229,995 230,056
At 30 June 2016 133 241,190 241,323

Intangible assets relating to players’ registrations relate entirely to the carrying value of the playing squad and
are being amortised over the remaining length of the players’ contracts. The figures used are historical cost
figures and relate solely to purchased players. Where events or changes in circumstances indicate that the
carrying value of the asset may not be recoverable, to the extent that the carrying value exceeds the
recoverable amount, the asset is impaired and the impairment is recognised in profit and loss. Officers of the
Company have reviewed the carrying amount as at 30 June 2017 and no impairment was deemed necessary
(2016: £0).

-22-



CHELSEA FOOTBALL CLUB LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 30 JUNE 2017

13 Tangible fixed assets

Freehold land Long lease Construction Fixtures, Total
& buildings land & in progress fittings &
buildings equipment
£000 £000 £000 £000 £000
Cost or valuation
At 1 July 2016 . 11,728 142,422 4,573 45,157 203,880
Additions 26 - 51 2,659 2,736
Disposals (150) - - (781) (931)
Transfers - - (3,843) 3,843 -
At 30 June 2017 ’ 11,604 142,422 781 50,878 205,685
Depreciation and impairment
At 1 July 2016 ' - 2,048 29,712 - 21,897 53,657
Depreciation charged in the year 233 2,414 - 3,698 6,345
Eliminated in respect of disposals (35) - - (739) (774)
At 30 June 2017 2,246 32,126 - 24,856 59,228
Carrying amount .
At 30 June 2017 9,358 110,296 781 26,022 146,457
At 30 June 2016 9,680 112,710 4,573 23,260

150,223

If revalued assets were stated on an historical cost basis rather than a fair value basis, the total amounts

included would have been as follows:

Cost
Accumulated depreciation .

Carrying value

14 Stocks

Finished goods and goods for resale

2017 2016
£000 £000
129,562 129,562
35,244 32,653
94,318 96,909
2017 2016
£000 £000

- 72
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15 Debtors
Amounts falling due within one year:

Other debtors
Prepayments and accrued income

16 Creditors: amounts falling due within one year

Trade creditors
Other creditors
Accruals and deferred income

2017
£000

99
5,703

5,802

2017
£000

43,768
2,751
175,221

221,740

2016
£000

97
8,808

8,905

2016
£000

54,242
3,487
160,655

218,384

£43.3m (2016: £40.4m) of the accruals and deferred income balance represents season ticket sales for the

2017/18 season.

17 Creditors: amounts falling due after more than one year

" Trade creditors
Amounts due to group undertakings

2017
£000

12,802
780,388

793,190

2016
£000

28,719
799,148

' 827,867
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18

19

20

21

Deferred taxation

Deferred tax assets and liabilities are offset where the company has a legally enforceable right to do so. The
following is the analysis of the deferred tax balances (after offset) for financial reporting purposes:

2017
Movements in the year: ‘ £000
Liability at 1 July 2016 -
Credit to profit and loss (143)
Charge to equity 143

Liability at 30 June 2017 ' -

Retirement benefit schemes

Defined benefit schemes

Certain employees of the Company are members of The Football League Limited Pension and Life Assurance
Scheme (‘the scheme'). Accrual of benefits under a final salary basis was suspended with effect from 31
August 1999 following an actuarial review which revealed a substantial deficit.

As one of a number of participating employers, the Company is advised only of its share of the deficit in the
scheme. The latest actuarial valuation as at 31 August 2014 highlighted that the group share of the deficit was -
£284,158. The revised deficit is being paid off over a period of 5 1/2 years from 1st September 2014. The
charger for the year was £64,572 (2016: £64,572). '

Defined contribution schemes
The company operates a defined contribution pension scheme for all qualifying employees. The assets of the
scheme are held separately from those of the company in an independently administered fund.

The charge'to profit and loss in respect of defined contribution schemes was £0.7m (2016: £0.8m).

Share capital

2017 2016
£000 £000
Ordinary share capital ;
Issued and fully paid ) -
10,100 Ordinary shares of £1 each 10 10

The Articles of Association limit dividends payable on ordinary shares to 15% of the paid up share capital in
any one year.

Financial commitments, guarantees and contingent liabilities

Under the terms of certain contracts with other football clubs in respect of player transfers, additional amounts
would be payable by the Company if certain conditions are met. The maximum amount that could be payable
is £2.8m (2016: £2.4m). :
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22 Operating lease commitments

At the reporting end date the company had outstanding commitments for future minimum lease payments

under non-cancellable operating leases, which fall due as follows:

Within one year

23 Capital commitments

At 30 June 2017 the company had capital commitments as follows:

Contracted for but not provided in the financial statements:
Acquisition of property, plant and equipment

24 Events after the reporting date

2017
£000

2017
£000

2016
£000

3

2016
£000

14,010

Since the year end the Group has acquired the registration of 6 football players at an initial cost of £212.5m

(2016: £96.3m) and disposed of the registration of 12 players at a profit of £63m (2016: £2.37m).

The Group also received £4.3m (2016: £1.8m) in respect of sell on clauses for players disposed of in previous

years.
25 Related party transactions

Transactions with related parties

During the year the company entered into the following transactions with related parties:

Sale of goods

2017
£000
Skadden, Arps, Slate, Meagher, Flom & UK -
Mr R Abramovich o 1,028
1,028

2016

£000

1,000

1,000

2017
£000

82

82

Purchase of goods

2016
£000

90

90
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25

26

Related party transactions

Sales to the Ultimate Controlling Party, Mr R Abramovich, were in relation to corporate hospitality boxes.
These sales were made at current market rates in line with other corporate hospitality box sales.

Purchases from Skadden, Arps, Slate Meagher & Flom UK were in relation to legal and professional fees. Mr
Buck is a partner of Skadden, Arps, Slate Meagher & Flom. ,

The following amounts were outstanding at the reporting end date:

Amounts owed to related’

parties
2017 2016
£000 £000
Skadden, Arps, Slate, Meagher, Flom & UK - 51

_— 000 ==

- Controlling party

The Directors consider the Ultimate Parent Undertaking to be Fordstam Limited, a company incorporated in
England and Wales and the Ultimate Controlling Party is Mr R Abramovich. The largest group of undertakings
in which the Company’s results are included is Fordstam Limited. The smallest group of undertakings in
which the Company’s results are included is Chelsea FC plc.

The accounts of this Company and its parent may be obtained from the Registrar of Companies, Companies
House, Crown Way, Cardiff, CF14 3UZ.
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