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SWANSEA CITY A.F.C. LIMITED IN COMPULSORY LIQUIDATION 1

SCHEME OF ARRANGEMENT PURSUANT TO SECTION 425 OF COMPANIES ACT 1985

= SUMMARY

1l

The proposed scheme of arrangement pursuant to Section 425 Companies Act 1985

is based on distributions to the following classes of creditors:-

Debt £ Distribution

Preferential Creditors 155,538 131,392
Unsecured Creditors 1,772,173 116,938
248,330

The distributions exclude certain creditors who have waived their claims,

details of which are contained on pages 4 and 5.

These distributions are based on a Statement of Affairs prepared by a
director, Mr. D. Savage pursuant to Section 528 Companies Act 1985 and sworn

before a Solicitor of the Supreme Court on January 29, 1986.

The working capital requirements are projected to be £100,441 by the end of
next season. Full details of the profit and working capital forecasts
together with the assumptions on which they are based are set out in

Appendices 2 to 4.

The financial requirements of the scheme and the future capital required for

the trading of the company are to be satisfied as follows:-

Distribution to Creditors 248,330
Professional Football Association Settlement 71,631
Working Capital 100,441
Professional Costs 50,000

P
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2
SCHEME OF ARRANGEMENT PURSUANT TO SECTION 425 OF COMPANIES ACT 1985
Financed by:-
D. Sharpe 300,000
Donations from Public Appeal (estimated) 70,000
Professional Football Association 35,000
Local Authority 77,817

g, The private limited company status of the company and the winding up order
have prevented a public share issue. It is Mpr. Sharpe's intentions, once the
scheme of arragement has finally been approved, to convert the company to a

public limited company and issue shares to the public to provide a wider

capital base. A share issue in similar circumstances two years ago by
o

. raised in the region of £150,000.
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SWANSEA CITY A.F.C. LIMITED IN COMPULSORY LIQUIDATION 3

- SCHEME OF ARRANGEMENT PURSUANT TO SECTION "425 OF COMPANIES ACT 1985

DISTRIBUTION TO PREFERENTIAL CREDITORS

Claim per
Statement Amount
] NOTES of Affairs Payable
i £
- PREFERENTIAL CREDITORS
d Inland Revenue - PAYE 58,890 58,890
Department of Health & Social Security - NIC 45,459 45,459
HM Customs & Excise 19,436 19,436
Swansea City Council 1 9,000 -
] Department of Employment - EPA Claims 2 13,286 -
1 Employees' Claims 3 1,860 =
1 D.J. Sharpe - Advance for Wages 7,607 7,607
5 155,538 131,392
. Notes:
o No distribution is provided for in respect of rates for the current year as

the continuance of the club will result in payment as a normal trading

expense.

& 3. A successful scheme arrangement will result in continuing employment and this

liability will not therefore crystallise.
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SWANSEA CITY A.F.C. LIMITED IN COMPULSORY LIQUIDATION 4
| SCHEME OF ARRANGEMENT PURSUANT TO SECTION 425 OF COMPANIES ACT 1985
L DISTRIBUTION TO UNSECURED CREDITORS
‘ Claim per
- Statement Amount
| Notes of Affairs Payable
' £ £
.
; UNSECURED CREDITORS
:
: Non preferential element of
Preferential eclaim 79,091 11,864
| Barclays Bank Ple 108,279 16,242
Guarantors' subrogated claims 1 460,000 -
Filton Enterprises subrogated claim 150,000 22,500
Monies due to players 2 70,397 -
Directors' loan accounts 3 208,091 -~
Department of Employment - Redundancy Pay - 16,190 -
Sponsorship monies 5 25,000 -
Season ticket holders 6 17,315 o
Other unsecured creditors 442,210 66,332
Building Bond holders 7 195,600 -
1,772,173 116,938

Notes:

1. The guarantors of the company's indebtedness amounting to £460,000 have signed
waivers forgoing their right to a dividend. Should the guarantors not satisfy
their liabilities under the guarantee Barclays Bank Plc have agreed not to

prove for the amount outstanding.
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SCHEME OF ARRANGEMENT PURSUANT TO SECTION 425 OF COMPANIES ACT 1985

DISTRIBUTION TO UNSECURED CREDITORS

(cont)

2. The monies due to players are covered by a separate agreement with the
Professional Footballers' Association, whereby a loan of £35,000 will be made

provided the following outstanding amounts are satisfied:-

Cost
£

(i) Payment in full in respect of wages advance, and
other outstanding amounts 61,131
(ii) Other outstanding sums amounting to £21,000 at 50% 10,500
£71,631

The terms of the loan from P.F.A. are:-

(i) 2% interest for the first 2 years

(ii) 10% interest in year 3 with capital repayment commencing halfway through

year 3

Lad
M

The directors have all agreed to waive their rights to distributions in respect

of the oustanding loan accounts.

L. Redundancy Pay will not be payable should the scheme of arrangement be

successful.

5. Sponsorship will continue should the scheme be successful.

6. Season ticket holder's rights will not be affected if the scheme is successful.

|

Bond holders are to be treated as a separate class of creditor for the purposes
of the scheme of arrangement and will be requested to waive repayment of

capital but retain their seating and ticket privileges.




SWANSEA CITY A.F.C. LIMITED IN COMPULSORY LIQUIDATION 6
SCHEME OF ARRANGEMENT PURSUANT TO SECTION 425 OF COMPANIES ACT 1985

PROPOSED ASSISTANCE FROM LOCAL AUTHORITIE

The local authority have indicated that they will assist the club. They are
considering an agreemenit whereby the Local Authority would receive 10% of gross
gate revenue in return for providing the ground rent, rates and maintenance free,

(]
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For the period under review, such an agreement would hav

effect:

10% of Gate Income
31 Home games - Administration
- Police
- Match Officials
- Gatemen and Stewards
Rent & nnum
Ground maintenance per annum
Benefit to Club for Period Under Review

e Th

ring the cost of the direct expenses of staging home matches.
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SCHEME OF ARRANGEMENT PURSUANT TO SECTION 425 OF COMPANIES ACT 1985

ECONOMIES IMPLEMENTED IN THE PROJECTIONS

o The club will cease running a reserve team in the Combination League after
fulfilling its fixtures during the current season. This will allow four
professional players to be released at June 30, 1986, thereby saving the costs

of staging and participating in such matches estimated at £12,000 per annum.
¢ The reduction in playing staff will reduce the wage costs by £50,000 per annum.

0 The majority of establishment and administrative overheads are assumed to have
been cut by 10% from the levels incurred in the year to June 30, 1985,
Exceptional legal costs incurred during that year have been omitted from the

projection.

o The above economies cannot be implemented until the end of 85/86 season due to

the players' contracts.

o The marked change in performance of the club in the 86/87 season compared with
the remainder of 85/86 is as a result of the above economies. In addition,
whilst the company is in liquidation the club is not receiving the full benefit
of Football League distributions, which are being set-off against debts owing

to other Football League clubs.

(o] Similar economies were introduced at Bristol City after a similar

reconstruction. As a result the trading performances of that club in recent
years have been as follows:

Season Divison Profit

£'000
1982/3 y 3
1983/4 4 36

1984/5 3 76
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SCHEME OF ARRANGEMENT PURSUANT TO SECTION 425 OF COMPANIES ACT 1985

SUMMARY OF STATEMENT OF AFFAIRS AS AT DECEMBER 20, 1985

Assets Specifically Pledged

Freehold Property

Hire Purchase & Leased Assets

Less due to Secured Creditors

Deficiency ranking as unsecured

Trade Debtors
Plant & Fixtures

Motor Vehicle

Less due to Preferential Creditors

Deficiency ranking as Unsecured

Less due to Unsecured Creditors

Deficiency as regards Unsecured Creditors

Issued Share Capital

Deficiency as regards Sharesholders

APPENDIX 1

£ £
32,000
21,612
53,612
771,891

------- 718,279
5,557
2,000
1,000
8,557
155,538

______ 146,981

1,053,894

1,919, 158

91,489

2,010,603




-

SWANSEA CITY A.F.C. LIMITED

SCHEME OF ARRANGEMENT PURSUANT TO SECTION 425 OF COMPANIES ACT 1985

APPENDIX 2
] SWANSEA CITY A.F.C. LINITED
= = e s 2 F 3 4 S F TR Y
pe PROFIT % LOSS ACCOUNT
FOR THE EIBATEEN MONTHS TO JULY 31 , 1987
e SSEZEEERESSTZE SSSSEsSszzs=c== a2 22S2TZE=T
FEBB-JULBS AUBBS-JULB? TOTAL
J 18 MONTHS
5 MATCH RECEIPTS 4278 147748 192026
SEASON -TICKETS 31304 44957 78261
3 FOOTBALL LEABUE 14000 84000 100000
] 89583 280704 370287
CATERINS d 10000 10000
3 COMMERCIAL 54000 146500 200500
1 ADVERTISING 0 9000 9000
SFONSORSHIP 0 15000 15000
8 FRIENDLY MATCAES 20000 15006 35000
i 163583 476204 639787
’ EXPEND ITURE
| STAFF EXPENDITURE 132767 251060 403847
NATCH EXPENSES 23892 £3197 77051
SSTABLISHMENT X7 45500 71600 136500
) ADINISTRATION EXP 20750 41500 62250
L ]
INTEREST 0 ) {
i COMMERCIAL 19440 5274 72180
- 262345 489519 751868
! -§8766 -13315 -112061
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SWANSEA CITY A.F.C. LIMITED

SCHEME OF ARRANGEMENT PURSUANT TO SECTION 425 OF COMPANIES ACT 1985

APPENDIX 4

ASSUMPTIONS UNDERLYING THE FORECASTS

e Match Receipts

League and Combination fixtures for the remainder of season 1985/86 will be

fulfilled. The Combination side will cease from the end of 1985/6 season.

League fixtures in 1986/87 are assumed to follow a similar pattern to season
1985/86.

The following Cup matches are projected:-

FA Cup - Elimination in the first round - Nov. 1986

Milk Cup - 2 home ties in Sept and Oct, elimination in
the 2nd round.

Welsh Cup - Elimination at the quarter final stage when
League opposition is normally encountered.

Freight Rover - Two home ties in December 1986 and January

1987.

Average league attendances are estimated at 4,300, resulting in gross match

receipts of £5,960. This income is in line with the current season.

Similar attendances have been estimated for the Cup matches although

attractive ties could produce greater income.

Early matches in the Welsh Cup are assumed to break even. Income will arise

at the quarter final stage and has been estimated at £3,000.

e Season Tickets

Sales are anticipated to be at the same level and pattern of receipt as the

1985/86 season, being received mainly during June, July and August.
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SCHEME OF ARRANGEMENT PURSUANT TO SECTION 425 OF COMPANIES ACT 1985

APPENDIX 4

(econt.)

)
.

Football League

Distributions from the Football League pool and TV distributions have been
estimated at £86,000 in 1986/87. Receipts to July 1986 are as notified by
the League, subject to a contingency of £20,000 for outstanding payments to

the League.

Y, Catering

Bar and Catering sales of £15,000 are estimated during season 1986/87.

N

Commercial Department

Commercial income is raised from lotteries, shop sales and programmes. The
estimated level of £150,000 per annum has been uplifted from the £124,000
raised in 1984/85, a period when public interest in the club has been at an

extremely low ebb.

on
.

Advertising

Revenue from this source is estimated at £9,000.

Ta Sponsorship and Donations

No further sponsorship income has been included to July 1986. It is
anticipated that £15,000 will be the level of sponsorship and donations

realisable during 1986/87.

8. Pre-Season Friendly

Net income of £15,000 has been assumed from attractive, friendly matches in

the course of being arranged with first division clubs.
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SCHEME OF ARRANGEMENT PURSUANT TO SECTION 425 OF COMPANIES ACT 1985

(cont.)
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0. This is consistent with the
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sesui KO CeasSe a reserve Leam playing in the Football Combination at the
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Professionals 15

-3
L
I=

Commercial 2
Office 3
b
Groundsman 1
36
This will reduce the weekly gross wage 05t £1,100 t ]
Yy Bross wage StL Dy 21,100 to approxmately £4,500.

Bonuses have been proiecte at simi = 1 85 /&
onu h eén projected at similar levels to 1985/86 matches

£
Win 330
130
Draw 132
132

Appearance 11
110

Thha rradantisanc -~ 3 me $ 3 4
tne projections estimate that one fifth of matches

be won and one third will be drawn.
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SCHEME OF ARRANGEMENT PURSUANT TO SECTION 425 OF COMPANIES ACT 1985

APPENDIX 4
(cont
10 Match Expenses
The following direct expenses have been associated with staging home matches
in the Football League and major cup competitions:
[
i
Administration 150
Police 250
Officials 250
Gatemen & Stewards 270
Entertainment 100
£1,020
The direct be £350.
Travel costs per game have been estimated at £235 although travel costs for
home matches should be reduced when all the players are based in Swansea
11 Establishment Expenditure

10%.

Rent & Rates 30,000
Insurance 14,000
Ground Maintenance 18,000
Heat & Light 10,000
Motor Expenses 19,000
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SCHEME OF ARRANGEMENT PURSUANT TO SECTION 425 OF COMPANIES ACT 1985

12. Administrative Expenditure
The following annual expenditure has been projected. Greater control over
overhead costs will reduce historic levels by 10%. Legal costs of £20,000 in
1584/85 have been omitted as exceptional non recurring items
£
Printing, Stationery, Postage & Phone 14,500
Advertising 4,000
Accountancy 3,000
Legal 5,000
Leasing Charges 5,000
£31,500
13. Interest
Interest has been omitted as sufficient funds are anticipated to be raised
14, Commercial Department
The cost of sales in the commercial department (36%) is assumed to follow the
same level as in the year to June 1985,
Wwages of the commercial department have been included in section 3.1
15. Credit

PAYE and National Insurance are assumed to be paid on the due date in the

month following.

Total overheads are assumed to be paid evenly throughout the year,.

VAT is paid quarterly, commencing in May 1986.
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SCHEME OF ARRANGEMENT PURSUANT TO SECTION 425 OF COMPANIES ACT 1985

APPENDIX 5

ADJUSTED INCOME AND EXPENDITURE ACCOUNTS FOR THE
YEARS ENDED JUNE 30, 1984, 1985 AND JULY 31, 1987

ACTUAL FORECAST
June 84 June 85 July 87
Division 2 3 3
Income
Match Receipts 365} 166 148
Season Tickets } 67 47
Football League 100 82 86
465 315 281
Catering T 10
Commercial 184 126 147
Advertising 11 g
Sponsorship & Donations [ 35 15
Friendly Matches 15
655 4oy 476
Expenditure
Staff 590 287 251
Match 83 71 53
Establishment 70 g3 h
Administration 57 50 41
Commercial - 45 53
800 546 4g0
Profit/(loss) (145) (52) (14)

Note

—

Non recurring items, reconciling the adjusted losses to actual losses are
detailed in appendix 6.

2. Detailed information is not available for the year to date. However, the
forecast results to July '87 take account of current gates and payroll levels.
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NON RECURRING
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182 74
267 20
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Dep - registrations ‘3 F?
Interest on transfer fees j
Bank charges ;; j%
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Legal fees - &9
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APPENDIX
& AMEMBER OF ARTHUR YOUNG INTERNATIONAL

Chartered Accountants
Arthur Young Southgate House,
Wood Street,
Cardiff CF11EW
TGD/JLL Telephone: 0222-390151

Telex: 487088 AYCA
Telefax: 0222-390565 (Groups 2 8 3)

D. Sharpe Esq., February 6, 1986
28 Sketty Park Drive,

Sketty,
Swansea.

Dear Sir,

Swansea City A.F.C. Limited

This letter sets out our understanding of the services you require us to perform as
agreed at our recent meetings.

Review the cash required to implement the formal scheme of arrangement under
Section 425 of the Companies Act 1985 using as a basis for our calculations the
Statement of Affairs sworn by Mr. D.V. Savage on January 29, 1986.

Review the working capital and profit forecast for the period to July 31, 1987
which will form the basis of the statment made by yourself to the local authorities
and the Court, regarding the future prospects of the Company and the adequacy of
working capital. Our work will include a review of the forecasts and discussions
with yourself and your financial advisors, so as to report to you that the forecast
has been properly compiled on the basis of the assumptions made.

It must be emphasised that our review does not relieve you of your responsibility

for the proper inclusion of the relevant information relating to the future trading
of the Company.

Qur fees are based on the time solely spent on the work taking into account the
degree of responsibility and skill involved.

We shall be grateful if you would kindly acknowledge receipt of this letter by
signing the enclosed copy and returning it to us. If you do not ggree with our
understanding of the engagement please let us know as soon as practicable.

Yours faithfully,

psond mE .

Brmengham B Brisiol Cambridge Crowe Dundes Edinburgh Glasgow Lesds Lverpool London Luton Manch w2 gham Cicham Perth Southampion
The fist of partners’ names may be inspected at the above address




