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Executive summary 

In this thesis, the UEFA Financial Fair Play (FFP) regulations and the annual reports of the 

clubs participating in the Danish Superliga have been studied. The purpose has been to 

compare the clubs’ current finances with the coming FFP requirements, and determine the 

impact that these new regulations will have on competitive scenario and strategic behavior of 

Danish football clubs. 

The FFP will be enforced from the beginning of the 2013/2014 season. Compliance will be 

based on a two year monitoring period covering two reporting periods of 2012 and 2013. 

Since reports covering these periods are not yet available, the most recent reports for each of 

the clubs have been retrieved. They served as empirical data in the analyses determining how 

the clubs’ current finances measure up to the coming FFP requirements. The requirements 

that this thesis has included in the analysis are the maximum aggregate break-even deficit of 

EUR 5 million, and the maximum net debt vs. total revenue ratio of 100%. 

The results show that six out of nine analyzed clubs would have breached one or both 

requirements, had compliance been based on the 2010 and 2011 seasons. 

After finding that the Financial Fair Play regulations are very likely to have an effect on 

Danish clubs, analyses were performed to evaluate the changes in competitive scenario and 

strategic behavior. This estimate was based on a study of the theoretical framework and 

economic incentives that shape the competitive incentives of European football clubs. Game 

theory is also used as an important tool in determining the clubs’ future behavior.  

This thesis concluded that the FFP regulations will force a shift in the clubs competitive 

behavior from a prior adherence to individual incentives, to future adherence to more 

collective incentives. The analysis revealed that clubs will have an increased incentive to 

invest in youth development and facilities. Regarding the competitive scenario, the conclusion 

is that the FFP regulations will limit high revenue clubs more than low revenue clubs. This is 

mainly due to the 5 million euro deficit limit which is the same for all European clubs. This 

will increase the competitive balance both domestic and international competitions. It is also 

estimated that transfer and wage budgets of Danish clubs will increase in competitiveness. 

This is due to the anticipation that the FFP will restrict high revenue clubs significantly more 

than low revenue clubs. The Danish league can be characterized as low revenue compared to 

other European leagues, and will therefore benefit competitively from the decreased amount 

of transfer sums chasing after high quality players. 
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Break-even result = the result for one reporting period 

Aggregate break even result = the result for a monitoring period containing several 

reporting periods. 

 

Reporting Periods 

T = the reporting period ending in the calendar year that the UEFA club competitions 

commence  

T1 = the reporting period ending in the calendar year before commencement of the UEFA 

club competitions 

 T2 = the preceding reporting period 

 

Monitoring period = reporting periods (T+T1+T2). With the exception of the 2013/2014 

season where the monitoring period will be transition and therefore only comprised by 

(T+T1)    

 

UEFA competitions = Europa League and Champions League 

 

Utility = sporting success, related club and investor objectives (as opposed to monetary gain) 
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1. Introduction 

 

“Can passion ever rhyme with reason?”... “In football it is no easy task to make the two go 

hand in hand, given the comprehensive losses that some clubs have got into the habit of 

accumulating over the seasons....The harsh reality is, that if it continues along this path, 

professional football will run headlong into bankruptcy.” 

- Michelle Platini, UEFA President (Editorial, UEFA Direct 2011) 

 

UEFA, the governing body of European football, is very direct in describing the magnitude of 

the current financial problems. The worst case scenario could be a series of bankrupt clubs 

and the end of the football industry as we know it. According to UEFA, too many clubs are 

simply operating with unsustainable deficits, while simultaneously taking on excessive 

amounts of debt. The Danish Superliga is no exception to this trend. The figure below 

illustrates the development in this league’s overall revenue and net result over the past 

decade.               
Figure 1 Danish Superliga - Overall revenue and net result 
 

 
Source:  (Sperling, Nordskilde, & Bergander, 2010) 

The figure indicates that there is a highly unusual correlation between revenue and profits, 

showing an almost inverse relationship between the two. Even with total revenue more than 

quadrupling, the bottom-line has been stagnant at best with a sharp loss in 2009.  

The explanation for this problematic correlation can be found within the specific traits of the 

professional football industry. Many aspects of this industry differ significantly from 

traditional production and service based industries, especially regarding overall objectives, 
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competitive scenarios and access to capital (Storm 2011). One specific aspect that can help 

explain the disappearance of the increasing revenues is the idea that competitiveness is mainly 

determined by the size of the wage budget  (Hall, 2002). This rationalizes the clubs’ 

individual incentive to constantly reinvest potential profits to improve the strengths of their 

playing squads. This creates a cycle in which clubs outbid each other in the hopes of signing 

the best players (Sperling, Nordskilde, & Bergander, 2010). The figure below shows the sharp 

increases in player wages in the Danish Superliga. The development in wages seems to have 

kept up with the league’s rising revenue.    

             
Figure 2 Danish Superliga - Total wages 
 

 
Source:  (Sperling, Nordskilde, & Bergander, 2010) 

In 2009 UEFA introduced its regulative response aimed at reversing the troubling financial 

trend in European football. The document was entitled the UEFA Club Licensing and 

Financial Fair Play Regulations (hereafter referred to as FFP). It is important to note that 

UEFA had been governing the club licensing process for years, but the financial fair play 

section was a completely new initiative. The FFP regulations will provide UEFA with almost 

unlimited oversight into the finances of European clubs. In the FFP, UEFA lists multiple 

requirements that clubs must fulfil. The clubs that fail to comply, risk being excluded from 

UEFA competitions such as Europa League and the Champions League.  

The FFP regulations will be enforced from the 2013/2014 season, allowing the clubs 

sufficient time to react to the changes. However, the FFP certainly represents a fundamental 

shift in the governing practices of European football. The factors discussed in this 

introduction leads to the following problem statement section. 
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1.1 Problem Statement   

The UEFA Executive Committee has pointed out the following six objectives which they 

believe the FFP will help achieve.  

 

• To introduce more discipline and rationality in club football finances. 

• To decrease pressure on salaries and transfer fees and limit inflationary effect. 

• To encourage clubs to compete with(in) their revenues. 

• To encourage long term investments in the youth sector and infrastructure. 

• To protect the long term viability of European club football. 

• To ensure clubs settle their liabilities on a timely basis. 

Source: Gianni Infantino, UEFA General Secretary 

 

The most noticeable addition to the FFP is the break-even requirement. This requirement 

describes a number of financial limitations that clubs must comply with if they intend to 

participate in European competitions.  

The FFP is set to be enforced at the beginning of the 2013/2014 season. The sanctions will be 

based on financial data compiled from the 2011/2012 and 2012/2013 seasons. 

The new regulations have been both praised and criticised by members of the European 

football community, and their effects are highly anticipated.   

In spite of the specific effects expected by UEFA, there is a degree of uncertainty related to 

the introduction of the FFP regulations. This leads to the following problem statement.   

  

How would Danish football clubs have measured up to the Financial Fair Play 

requirements in their most recent annual reports? 

  

How will the financial fair play regulations affect the competitive scenario and strategic 

behavior of Danish football clubs?  
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1.2 The structure of this thesis 

In my attempt to answer the problem statement above, I will undertake the following tasks. 

These tasks form the basis for reaching my conclusion and will outline the structure of this 

thesis. 

 

What does the theory within this field say about economic incentives and competitive 

behavior amongst professional sports teams? 

• This is a matter of understanding the theories that describe the competitive 

environment that professional sports teams operate within. It is also necessary to point 

out under which circumstances these theories are valid. This will form the basis of the 

theoretical framework that will be used to evaluate the teams’ behavioral responses to 

the FFP regulations.  

What new requirements are introduced by the FFP regulations? 

• This task will require detailed understanding of the full FFP regulations. Through this 

process, I will be able to point out the relevant requirements, which we can then 

compare with our other empirical data (the clubs’ annual reports).  

How do the most recent annual statements presented by Superliga clubs compare to the new 

requirements?  

• This question will comprise a major part of the analysis. After having identified the 

relevant FFP requirements, they will be compared to the most recent financial data 

available in the Superliga clubs’ annual reports. From this comparison, I will be able 

to evaluate to what extent the risk that Danish clubs might be affected by the FFP.   

How will the introduction of the FFP most likely affect the competitive scenario and strategic 

behavior of Danish football clubs? 

• In this part of the analysis, I will draw upon the empirical data in conjunction with the 

industry specific theoretical framework, in order to evaluate future trends in the clubs’ 

strategic behavior and competitive scenario. I will also discuss current competitive 

trends among football clubs to see if action is already being taken to live up to the 

coming requirements.  
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1.3 Delimitation 

The UEFA Club Licensing and Financial Fair Play Regulations of 2009 (FFP) is a set of rules 

that guide the interactions between UEFA, the national associations and the individual clubs. 

This thesis will be limited to the requirements that are due to be introduced in the 2013/2014 

season. A detailed description of the FFP delimitation process is given in Chapter 4 covering 

the empirical data. 

This thesis is limited to the analysis of the strategic behavior and competitive scenario of 

Danish football clubs. However, certain effects that the FFP may have on foreign leagues, can 

subsequently affect Danish clubs, and can therefore prove relevant to the analysis. 

The break-even requirement of the FFP only pertains to participants in UEFA competitions. 

Therefore, only clubs that have been in contention for qualification into these events will be 

analyzed in this thesis.  

In the process of researching the theoretical field of sports industry, I became aware of the 

ongoing debate in football of whether European clubs are utility maximizers or profit 

maximizers1

 The term “behavior” used in the problem statement is a broad term, and will need to be 

limited in order to maintain the focus of this thesis. The wording of the problem statement, in 

and of itself, limits behavior to only those changes that can be directly linked to the 

introduction of the FFP. Furthermore, it is important to define the types of behavior that this 

thesis proposes to analyze. I will define this as the strategic decisions made by owners and top 

level management.  

. This thesis makes no attempt to comment on this debate, as that would most 

likely require a thesis of its own. Instead, a basic assumption of this thesis will be that 

European clubs are utility maximizers. Otherwise, most of this thesis would be spent on the 

conflicting arguments for and against European clubs as utility maximizers. This basic 

assumption limits my academic search process to not include theoretical works based on the 

assumption that clubs are profit maximizers. 

I will define changes in the competitive scenario as changes that Danish clubs will experience 

due to the effects that the FFP will have on external competitors, fx other European leagues. 

As this part of the analysis will be largely based on theory, it will not attempt to predict the 

exact actions of any particular clubs, but instead suggest the strategic trends that are likely to 

emerge after the introduction of these regulations. The analytical approach will be highly 

                                                 
1 Referring to the question of whether professional sports teams mainly pursue sporting success or monetary 
profits. This thesis will be based on the assumption that it is the goal of European teams to maximize sporting 
success while remaining solvent. 
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focused on changes in the competitive scenario, both domestic and internationally, and how 

individual clubs will allocate resources competitively.    

 

2. Methodology 
 
2.1 Scientific theory 
 
Figure 3 describes the research steps necessary in going from the problem statement to 

arriving at the relevant research instrument. The selected method therefore determines the 

fundamental basis for the research techniques and instruments implemented in the thesis. 

These choices are critical to the thesis, as they both form the framework for answering the 

problem statement and signal which types of results will be generated from the analyses 

(Andersen I. , 2002). 

The figure below shows the hierarchy of methodological terms, and the steps that must be 

considered when moving from the overall scientific theory to a specific research instrument.  

                                         
Figure 3 The methodological steps 

 
Source:  (Andersen I. , 2002) 

Scientific theory is the teachings of what constitutes science. It also outlines at which point 

knowledge can be scientifically accepted as science. It describes how these teachings evolve 

through paradigms of different understandings and assumptions that shape researchers’ 

interpretation of data. 



                        The UEFA Financial Fair Play Regulations – And its effect on Danish Football clubs - 2012  

13 
 

The main paradigms in the social sciences are the positivistic and the hermeneutic paradigms. 

Positivism originated in the natural sciences, and is founded upon positive experiences, 

meaning that only the phenomena which can be observed and measured are accepted as 

scientific (Thuren, 2008). Positivism is based on quantitative data and takes a critical 

approach to the empirical data. As opposed to hermeneutics, positivism does not accept 

interpretations of data, because of the uncertainty that would represent in any attempts to 

recreate the results. The reason is that the hermeneutic paradigm is typically involved in 

studying society and human interactions, as opposed to positivism which is focused on natural 

sciences. 

The hermeneutic paradigm does not acknowledge the objective truths put forth by positivism. 

The main criticism is that any observer of phenomena will have some level of personal bias in 

interpreting data. For this reason, the notion of putting forth undisputable conclusions is 

rejected under the hermeneutic paradigm (Thuren, 2008).    

This thesis mainly draws upon the hermeneutic paradigm, as the basis of the two types of 

analyses. Both analyses involve interpretation of the empirical data. It could be argued that 

the quantitative data retrieved from the annual reports is more positivistic than hermeneutic. 

However, the reports also contained qualitative data which formed the basis for interpreting 

which sources of income and expenditure could be deemed football related. 

The second part of the analysis, involving the future behavior of the clubs, also contains 

interpretation of qualitative data retrieved in the FFP regulations. It can therefore also be 

described as a hermeneutic approach. The possibility that my personal knowledge and bias 

can affect the results of this analysis cannot be excluded. However, it is my aim to approach 

the data and the analyses with the least amount of subjectivity 
Figure 4 An overview of the paradigms of scientific theory 
 

 
Inspired by:  (Thuren, 2008) (Andersen & Kaspersen, 2000) 
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2.2 Purpose 

The figure below shows the different stages in research purposes, from the basic descriptive 

purpose, to proposing certain intervention in order to achieve a desired effect. The different 

stages also contain the exploratory, explanative and the purpose of comprehending certain 

phenomena (Andersen I. , 2002). Each approach to a research problem will often contain 

several steps outlined in figure 5. This thesis aims at arriving at a conclusion offering a level 

of comprehension of what certain effects will be, and why. The analyses rely on a descriptive 

approach in order to derive the financial data of the analyzed clubs, and the qualitative data of 

the FFP. The thesis then moves on to a more exploratory approach of the theoretical 

landscape of the football industry and the new FFP regulations. Together, these two 

preliminary stages will then provide the data and tools used in the explanative phase, and will 

aim at comprehending the future scenario of the football industry.  

It is not the purpose of this thesis to go beyond the comprehension stage illustrated in this 

figure. I will not attempt to conclude normative or interventional suggestions in this thesis. I 

will however comment on the future research that could further aid the comprehension of this 

thesis’ problem statement.   

  
Figure 5 Overview of the different research purposes 
 

 
Source: (Andersen I. , 2002) 
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2.3 Method 
 

 
2.3.1 Choosing which clubs to include in the analysis 

The FFP regulations only apply to clubs that participate in UEFA club competitions. 

Therefore, it makes sense to select only the Danish clubs that are in contention for the 

qualification spots that grant access into these competitions.  

Each season, UEFA releases a ranking of the national leagues. The ranking system is based 

on the performances of each nation’s club teams over past seasons. It is this ranking that 

decides how many spots each nation’s club teams will be granted in the upcoming season. 

The Danish league has, over the past few seasons, consistently been awarded four European 

qualification spots. It is reasonable to assume that this number will remain consistent (+/- 1) 

throughout the coming seasons. (UEFA rankings)  

The four qualifying teams will come under the scrutiny of the FFP regulations. We can use 

this information to narrow down the amount of clubs we choose to include in the analysis. 

This will be done by observing the final standings of recent seasons, as well as the current 

standings (as of May 2012). The current standings will weigh heavier on the decision of 

whether or not to include a team. 

 

 
2.3.2 Identifying the relevant parts of the FFP 

When the teams have been selected for the analysis, their annual reports covering 2010 and 

2011 will be retrieved. Along with the FFP regulations, these reports will form the empirical 

data compiled in this thesis. The FFP will be studied in order to identify the specific financial 

requirements that can be compared to the data available in the annual reports. This way, it will 

be possible to determine which clubs would have violated the FFP, had compliance been 

based on 2010 and 2011. This analysis will also allow me to comment on the sustainability of 

the finances of Danish Superliga teams. The specific process of identifying the relevant 

requirement of the FFP will be described later in this thesis.   

 

 
2.3.3Which course of action will affected clubs take? 

This thesis aims at determining the effect that the FFP will have on the strategic behavior and 

competitive scenario of Danish clubs. Since the regulations impose specific financial 

restrictions, the theoretical framework available in this research will be approached from an 
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economic standpoint. The focus will be mainly on financial measures as the means to a 

competitive strategy (Hall, 2002), as is discussed in the theory chapter.  

From the industry specific theoretical framework, I will determine a the incentive structure for 

the clubs included in this analysis. I will then take an approach based mainly on game theory, 

as I evaluate how the clubs will react. 

 

 
2.4 Criticisms of the selected methods 

When I selected which methods to make use of in the process of answering the problem 

statement, I naturally left out alternative methods. In the following, I will account for the 

reasoning behind these choices. 

In the planning stage of this thesis, I was contemplating the use of interviews to determine 

how the clubs would react to the FFP regulations. However, the more I encountered academic 

articles criticizing the lack of transparency over club finances, the more I started to rethink the 

interviewing method. According to contemporary academics, clubs have very little incentive 

to provide detailed insight into their finances and strategies (Szymanski, 2010) (Siegfried & 

Zimbalist, 2000). Therefore, I identified the annual reports as the most accurate insight 

available, as they represent they must present the club’s most significant data.  

Another concerning aspect of interviews, is that club representatives may, by law, be unable 

to release information not presented in the annual reports. This is due to the fact that the 

majority of Danish clubs are listed on the OMX Nordic or other stock exchanges. Rules may 

be in place prohibiting employees from releasing financial information beyond what has 

already been released in the club’s annual report. 

The transparency of the Superliga clubs’ annual reports varied significantly. Three of the 

clubs lacked transparency to such an extent that they could not be included in the analysis. I 

was simply unable to identify their football related income, which is critical because it forms 

the basis for the analyses calculations 

 

 
2.5 Validity and Reliability  

This thesis presents two separate types of results; the FFP calculations and the theoretical 

evaluation of the clubs’ future strategic behavior. The reliability of the financial data used in 

the FFP calculations is commented on in the reliability section. The validity section deals with 

the validity of the theoretical approach used in determining future strategic behavior.   
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The analyses related to the clubs’ future competitive scenario and strategic behavior are based 

mainly on game theory. This particular theory has been chosen because of it is a tool for 

predicting strategic behavior from interdependent competitive scenarios. Another reason is 

that, historically, many researchers have used game theory in explaining the specificity of 

sports industries. (Vopel, 2011)  

 

The empirical data in this thesis which are most likely to be challenged, are the financial data 

retrieved from the clubs’ annual reports. However, I will argue that the data in the annual 

reports is the most accurate financial indicator available to this thesis.  

The clubs included in the analyses have different organizational structures. Some clubs 

consist solely of football activities, while others are part of holding companies also including 

other subsidiaries. The subsidiaries are often unrelated to the club’s football activities and 

should therefore be excluded in the calculation related to the FFP requirements. The problem 

occurs when the annual reports fail to separate the financial data related to football activities. 

In these instances, the reports have been evaluated on individual basis in order to determine 

whether the non-football activities would invalidate the data. Three annual reports lacked 

transparency to such an extent that they were excluded from the analysis. Any result derived 

from these reports would have been invalid as the data would not have been derived strictly 

from football activities.  

The rest of the annual reports all contained data that made it possible to evaluate the scope of 

the non-football activities. Therefore, the analyses included in this thesis are based on the 

critical review of these annual reports. As I assume the data presented in these reports to be 

accurate, the analyses calculations should only include a small margin of error. 
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3. Theory 
 

 
3.1 Utility vs. profit  

In order to most accurately predict the strategic behavior of the clubs, it is essential to gain an 

understanding of the theoretical framework that they operate within. The following chapter 

aims at gathering the most relevant theories, related to the strategic behavior of professional 

European football clubs. The reason for limiting the scope of the framework to only include 

Europe is that there is an ongoing debate amongst researchers that American clubs have a 

different incentive structure. The theory is that European clubs seek to maximize utility 

(sporting results), while American clubs seek to maximize profits. This is argued to be a result 

of the fundamental differences in the design of European and American league. For example, 

most American leagues operate with salary caps, which have effectively limited the European 

trend of upwards pressure on wages. Another significant difference is that American sports 

teams compete in closed leagues, as opposed to the European promotion and relegation 

system. These fundamental aspects affect the incentive structure of American sports teams, 

and is more suited to the objective of profit maximization. However, this thesis will be based 

on theoretical framework assuming that sports teams are utility (win) maximizers. Therefore, 

theories based on the assumption that teams are profit maximizers will not be directly relevant 

to this thesis. 

 

 
3.2 Competitive Balance 

Rottenberg was among the first to define the economic framework of professional sports 

(Rottenberg, 1956). His early work was mainly focused on the sport of baseball. However, the 

theory of competitive balance is applicable to the competitive scenario of other professional 

sports as well. This is explained by the sports teams’ need for competitive balance. The 

difference of the quality of play must not become too great or the contest will lose the element 

of uncertainty which makes it valuable to the spectators (Rottenberg, 1956). Even though 

Rottenbergs’s theory is based on American baseball, I will argue that it transcends the line 

between American and European sports. European clubs need the competitive balance in 

order to create spectator interest, and ultimately increase the utility attained through winning.  

The works by Rottenberg and Sloane underline the clubs’ individual objectives, generally 

based on short term strategies (Sloane, 1971). Furthermore, it strengthens the notion that 
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European clubs seek to maximize utility, even in the face of excessive risk. This is most likely 

the reason that some clubs end up in need of bailouts due to its own risk taking.     

For the purpose of strengthening the competitive balance, Sloane defines the need for a 

governing body to oversee that clubs remain reasonably competitive (Sloane, 1971). A 

governing body has different tools available for maintaining competitive balance. Besides 

regulations, the most significant tool is their ability to redistribute the total revenue of league 

(Neale, 1964). Since the early research by Sloane and Neale, redistribution has traditionally 

been accepted as a legitimate way of maintaining the competitive balance (Peeters, 2012). 

The theory of competitive balance will be included as a main parameter for describing the 

competitive scenario of Danish football clubs. This aspect is particularly pertinent in light of 

earlier academic research which showed that the competitive balance in the Danish Superliga 

was rapidly deteriorating (Troelsen, 2005).  

 

 
3.3 Reinvestment of profits  

Much research has been done in order to understand the industry dynamics that are driving a 

growing number of clubs into financial distress. The increasing amount of total industry 

revenue should have helped clubs improve their bottom-line. However, in Danish football this 

factor seems to have had the opposite effect over recent years (Figure 1).  

A significant number of academics argue that clubs, due to their utility maximizing objective, 

are under constant pressure to improve their chances of winning. This results in the constant 

reinvestment of profits in the hopes of improving future sporting results (Hall, 2002)  (Storm 

2011).   

A theory that supports the rationality behind this reinvestment strategy describes positive 

correlation between revenue and sporting success. In traditional industries, success is 

traditionally understood as a function of a company’s profit margin. In football however, 

sporting success is found to be a function of the club’s revenue, which in turn indicates the 

size of the club’s wage budget. This means that clubs increase their competitiveness as they 

increase their wage budgets, making the wage budgets a primary tool for maximizing 

utility(Hall, 2002). Based on the assumption that there is a direct correlation between revenue 

and competitive strength, I will argue that a clubs ability to take on debt increases 

competitiveness in a similar way. This argument will be brought up in the chapter 7.2 of the 

analysis, as I discuss the consequences of the FFP’s deficit limitations. 
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3.4 League Design 
 
A significant factor that shapes the incentive structure of individual clubs is the league design. 

The European Leagues are structured in a system of promotion and relegation. While this 

system is popular in Europe, research has shown that it intensifies the reinvestment rationality 

and thereby has a negative effect on clubs’ financial stability (Troelsen, 2008). This is due to 

the competition in wage budgets that occurs, not just for the top spots, but also in the hopes of 

avoiding relegation, as this would cause critical reductions in potential revenue. When these 

situations occur, clubs are notorious for rationalizing their behavior through the hope of 

entering the positive cycle (figure 6). Therefore, when analyzing the competitive scenario of 

Danish clubs, it important to consider the way league design affects the clubs’ incentive 

structure.  

 

 
3.5 The zero sum game   

The outcome of competition among football clubs very much resembles that of a zero sum 

game (Vopel, 2011). This goes for competition both on and off the field, and simply means 

that; for one party to “win” the other has to “lose”. The zero sum game theory can help to 

explain why it is almost inevitable that some clubs will fail to reach their season objectives, 

and thereby end up in financial trouble. Take the Superliga as an example. There are 12 

competing teams in the league. Before beginning the season, each club will very likely 

identify a desired final position in the league. Therefore, for every club to reach its desired 

final position, some clubs would have to identify last place as its goal for the season. 

Naturally, very few clubs are likely to base their season on such an objective. This is where 

the law of the zero sum game inevitably creates the “losers”, who are often left with an 

unbalanced budget after not having reached their desired final position. 

 

 
3.6 Positive / Negative cycles 

From the aforementioned theories describing the clubs’ incentive structure, a model has been 

designed to illustrate the negative and the positive cycle that clubs often end up in (Sperling, 

Nordskilde, & Bergander, 2010). The positive cycle relies on sporting success, which in turn 

results in more revenue, which then leads to better plays and most likely more sporting 

success. However, this cycle can be reversed at any time by, for example, a lack of sporting 

success. This will cause a decrease in revenue and a tighter wage budget. This will most likely 
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lead to even less sporting success, and the cycle will continue. These cycles are illustrated 

below. 
 
Figure 6 The positive and negative cycle of football 
 

 
Source: inspired by (Sperling, Nordskilde, & Bergander, 2010) 

 

 
3.7 Investor motivation 

The theory of utility maximization is expanded upon as Sloane describes the motives behind 

the private investment in the football industry. He uses the term psychic income in his 

argument that investors are prepared to donate investment with little regard to monetary gain. 

Instead, the yield will be derived from the club’s brand loyalty, and thereby provide the 

psychic income desired by investors (Sloane, 1971). So much like the club itself, its investors 

have a similar desire to maximize sporting utility ahead of monetary profits. These desires can 

impact the club’s incentive structure, and further intensify both the negative and positive 

cycles. 

 

 
3.7.1 Public funding  

This is an example of an outside influence that adds to the risk-taking nature of the industry. 

Another outside influence that affects behaviour is the availability of public funds. A number 

of researchers have argued that the prospect of receiving public funds creates a moral hazard 

for professional sports teams. The clubs often look to public funds for help with stadium 

expansions, bailouts etc.  The effect is more visible in the United States than in Europe, due to 

the differences in profit and utility objectives. However, it is a factor that decreases the clubs’ 

incentive to report profits and provide transparent annual reports (Siegfried & Zimbalist, 

2000).      
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3.7.2 Soft Budget Constraints Syndrome 

Rasmus Storm of the Danish Institute of Sports Studies has combined external influences 

such as public funding and outside investors. He has then likened these factors to a concept 

often encountered in socialist economies. This concept is called the Soft Budget Constraints 

Syndrome, and forms a theoretical approach to understanding why clubs in the football 

industry behave fiscally irresponsible. The SBC syndrome describes the moral hazard that 

arises when public entities or creditors are prepared to bail out failing businesses 

(Storm,2011). The opposite of this situation is the hard budget constraint symptom. This is 

found in capitalist economies where unprofitable businesses are allowed to fail, leaving room 

in the marketplace for potentially profitable businesses. The motive behind the bailouts is the 

social attachment that can be developed between the club and its followers. The critique of the 

SBC syndrome is that it allows for inefficient use of capital to continue where the market 

would otherwise have eliminated it. Therefore, a hardening of the budget constraints is the 

obvious solution. However, Storm argues that the market is incapable of introducing hard 

budget constraints. This is due to the interference of external funds that keep rescuing 

financially troubled clubs. Storm therefore uses the SBC syndrome to underline the argument 

for tighter regulation of European football clubs (Storm, 2011).   

 

 
3.8 Game theory  

According to the theories explained earlier in the chapter, football clubs operate in an 

environment in which they are highly interdependent. This type of strategic setting is what 

game theory focuses on (Watson, 2002). Therefore, it will be used as an important tool in the 

analysis and interpretation chapter of this 

thesis. 

Another reason why game theory is relevant 

to this thesis is based on the past behavior of 

football clubs. I will argue that the financial 

problems brought through the positive and 

negative cycles can be related to specific 

competitive setting described in game 

theory. An example of this is the prisoner’s 

dilemma shown in the figure 7.                   Figure 7 The prisoner’s dilemma            
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The prisoner’s dilemma describes a scenario where two parties have to decide between either 

cooperative or aggressive strategies. The outcome of one party is based on the opponent’s 

decision. This means they can either cooperate to maximize their combined utility, or decide 

on a more aggressive strategy in an attempt to maximize individual utility. However, if both 

players play the aggressive strategy they will minimize their combined utility, leaving the 

aggressive strategy counterproductive (Watson, 2002).  

The prisoner’s dilemma is simply one of many different game theory scenarios. However, I 

will argue that this particular scenario is relatable to the competition amongst professional 

football clubs. They have the option of cooperating by not taking on excessive financial risk 

to overbid each other; they just rarely choose this option.  

Game theory illustrates very well the view expressed by a number of academics that “The 

clubs need to understand that they are colleagues in the same industry, not competitors” 

(Sperling, Nordskilde, & Bergander, 2010). The challenge seems to be that, in any league, it 

would only take a single uncooperative club to get the negative cycle started.  

In order to use game theory to evaluate the future behavior of clubs, it is necessary to define a 

set of key factors that affect the decision making process. The underlying assumption of game 

theory is that players will act rationally, meaning that they will try to maximize their 

individual utility. The specific decisions are then based on a set of beliefs. This means that 

players will use the information they have on each other to construct a belief of how 

opponents are most likely to act (Watson, 2002).  

Game theory framework will be used in relation to the changes in strategic behavior and 

competitive scenario discussed in the analytical chapter of this thesis. 
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4. Empirical data 
 

 
4.1 The UEFA Club Licensing and Financial Fair Play Regulations 

The FFP regulations will comprise part of the empirical data included in this thesis. However, 

the entire FFP goes far beyond the comparable measures available in our other empirical data, 

the annual reports. Therefore, it is necessary to choose only those FFP requirements that can 

be evaluated through the data available in the annual reports. In this chapter I will provide an 

overview of the full FFP document2

 

 and describe the processes involved in analyzing the 

qualitative data. 

Table 1 An overview of the Financial Fair Play Regulations 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

 

 

 

 

 

 

 
 
                                                 
2 As retrieved from www.UEFA.com January 2012 

UEFA Club Licensing and Financial Fair Play Regulations 
 
 
Part 1    General Provisions 

- Scope, objectives & definitions 

 
Part 2    UEFA Club Licensing 

- Responsibilities, processes and criteria for licensors and  
licensees (national associations and clubs)   

 
Part 3    UEFA Club Monitoring 

- Rights, duties and responsibilities of parties involved 

- Monitoring requirements 
- Break-even requirement 

 
Part 4    Final Provisions 

- Language discrepancies etc. 

http://www.uefa.com/�
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The FFP is divided into three parts. Part one, entitled General provisions, outlines the scope 

and the objectives of the FFP. The scope is broad, as it sets requirements for both the UEFA 

member associations and their member clubs. However, only “whenever expressly referred to 

by specific regulations governing a club competition to be played under the auspices of 

UEFA.” I interpret this to mean that the requirements strictly apply to clubs that qualify for a 

competition directly governed by UEFA. UEFA member associations have the option of 

setting up similar regulations governing the domestic leagues.  

4.1.1Part 1 – General Provisions 

This section outlines the scope of my analysis, as it specifies that only clubs participating in 

UEFA competitions will be affected by the FFP.  

 

4.1.2 Part 2 – UEFA Club Licensing 

Part two of the FFP specifies the responsibilities of the UEFA member associations as 

licensing parties. All UEFA member associations must develop their own national club 

licensing system that will govern its domestic competitions. In part two, the FFP specifically 

lists a set of minimum requirements that must be integrated into each national licensing 

system. These requirements set minimum criteria in regards to sporting initiatives, 

infrastructure and staff, as well as financial and legal responsibilities. This part of the FFP 

will not be a part of the analysis. The reason for the exclusion is that the club licensing 

requirements were introduced in the 2004/2005 season, and have not changed significantly 

over the past seasons. Therefore, it is reasonable to assume that these requirements will not 

catch any member associations or clubs off guard. Part 2 of the FFP will therefore contribute 

very little to the analyses. 

 

4.1.3 Part 3 – UEFA Club Monitoring 

Part three of the FFP is divided into two chapters. Chapter one describes the rights, duties and 

responsibilities of the UEFA Club Financial Control panel (CFC). The CFC is the decision 

making body within UEFA that assesses the documentation submitted by the UEFA member 

association. This section also includes a description of the standard process for licensors and 

licensees, when interacting with the CFC.  

Chapter two of part three outlines a list of further requirements that qualifiers for either of 

UEFA’s two international club competitions must fulfill. However, both this and the previous 

chapter describe procedural guidelines, and while they will not contribute significantly to the 

analysis, they do describe the increased regulatory burden that the clubs will incur.  
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Chapter three of part three outlines the break-even requirement. Unlike the rest of the 

regulations, this requirement was introduced in 2009, and therefore represents the main 

innovation in the FFP regulations.  

Technically, the Break-even requirement dictates that clubs must achieve at least a break-even 

result in their football related activities. The sources of income and expenditure that qualify as 

football related, is outlined in table 2. Furthermore, the break even requirement describes a 

number of other financial requirements that clubs must fulfill. A number of these 

requirements are comparable to the financial data available in the annual reports. Therefore, 

the break-even requirement will comprise much of the FFP data that will shape the methods 

used in analyzing these reports.   

The break-even requirement will be examined more thoroughly in the following chapter, in 

order to determine the exact criteria that will form the basis of the analyses.  

 
 
 

4.2 The break-even requirements3

 
  

In the following chapter I will describe the break-even requirement in greater detail. The 

specific requirements that are deemed comparable to the data in the annual reports will form 

the basis of the analyses of the individual clubs.  

All clubs that have qualified for a UEFA club competition must comply with the break-even 

requirement. However there are two exceptions to this rule. The first pertains to clubs from 

lower leagues, which have not been subjected to the sufficient licensing process. These clubs 

are eligible for dispensation if they successfully qualify by way of sporting merit. The second 

exception to the break-even requirement pertains to clubs who are able to demonstrate that 

they have relevant income and expenses below 5 million euro. This represents relevant 

criteria, as some of the smaller clubs in the Superliga may qualify for this dispensation. 

In order to calculate the break-even result, the break-even requirement specifies both relevant 

income and expenses. The expenses are then subtracted from the income to generate the 

break-even result for a given year. The relevant income and expenses are specified as the 

following: 

 
 

 

                                                 
3 Part 3, Chapter 2.1 of the Financial Fair Play regulations 
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Table 2 Relevant income and expenses as specified by the Financial Fair Play Annex X.A,2 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Further definitions and exceptions related to the elements in table 2 are found in the Annex X 

of the FFP. An important thing to note is that expenditure on youth development under 

relevant expenses can be excluded from the break even calculation according to Annex X part 

C section (g):  

“The break-even requirement allows a reporting entity to exclude expenditure on youth 

development activities from relevant expenses because the aim is to encourage investment and 

expenditure on facilities and activities for the long-term benefit of the club.” 

 

Another noticeable definition, as to what constitutes football related income, is mentioned in 

Annex X part B section (k). The following paragraph describes the sources of income that are 

not directly football related, but will still be included in the break-even calculations: 

“Operations based at, or in close proximity to, a club’s stadium and training facilities such as 

a hotel, restaurant, conference centre, business premises (for rental), health-care centre, 

other sports teams; and Operations clearly using the name/brand of a club as part of their 

operations.” Such activities should therefore not be excluded in the calculations. 

Relevant income: 

a)  Gate Receipts 

a) Sponsorship & advertising 

b) Broadcasting rights 

c) Commercial activities 

d) Other operating income 

e) Profit on disposal of player 

registrations 

f) Excess proceeds on disposal of 

tangible fixed assets 

g) Finance income 

h) Non-monetary credits 

i) Income transactions with related 

parties above fair value 

j) Income from non-football 

operations not related to the club  

Relevant expenses: 

a) Cost of sales/materials 

b) Employee benefits expenses 

c) Other operating expenses 

d) Amortization/impairment of player 

registrations and loss on disposal of 

player registrations. 

e) Finance costs and dividends 

f) Expense transactions with related 

parties below fair value 

g) Expenditure on youth development  

h) Expenditure on community 

development activities 

i) Non-monetary debits/charges 

j) Finance costs directly attributable to 

the construction of tangible fixed 

assets 
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What can be concluded from this paragraph is that other sports activities also fall into the 

category of football related activities. Many of the Danish clubs analysed in this thesis are 

involved in either handball or ice hockey activities. According to Annex X these activities 

should not be excluded from the relevant income and expenses related to the break-even 

result.  

 

4.2.1Monitoring periode4

 
  

All clubs are evaluated over the course of a monitoring period which consists of three 

reporting periods; the two periods leading up to the participation in a UEFA competition and 

the reporting period ending in the year the UEFA competitions commence. This means that 

break-even results for these three periods must be accumulated in order to reach the aggregate 

break-even result. The three reporting periods which constitute a monitoring period are 

described as; T, T1 and T2.  

T : The reporting period ending in the calendar year that the UEFA club competitions 

commence. 

T1 : The reporting period ending in the calendar year before commencement of the UEFA 

club competitions. 

T2 : The preceding reporting period.  

 

The FFP allows for a transitional period in which the aggregate break-even result will only 

cover two reporting periods T1 and T2. This exception only applies to the introductory 

2013/2014 season. 

 

 

4.2.2Acceptable deviation5

 
 

The acceptable deviation of the aggregate break-even result is set at 5 million euro. Clubs are 

allowed to exceed this deficit by the following amounts only if the excess is entirely covered 

by contributions from equity partners and/or related parties: 

a) EUR 45 million for the monitoring period assessed in the license seasons 2013/2014 

and 2014/2015 

                                                 
4, Part 3, Chapter 2.1 Article 59 of the FFP 
5, Part 3, Chapter 2.1 Article 61 of the FFP 
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b) EUR 30 million for the monitoring period assessed in the license seasons 2015/2016, 

2016/2017 and 2017/2018. 

c) A lower amount as decided in due course by the UEFA Executive Committee for 

monitoring periods assessed in the following years. 

4.2.3The four indicators of concern6

  
 

The break-even information submitted by a club will be examined in order to determine 

whether the club is in violation of any of these four indicators: 

1) Going concern 

The auditor’s report in respect of the annual financial statements (i.e. reporting 

period T1) and/or interim financial statements (if applicable) submitted in accordance 

with articles 47 and 48 includes an emphasis of matter or a qualified 

opinion/conclusion in respect of going concern. 

 

2) Negative equity 

The annual financial statements (i.e. reporting period T-1) submitted in 

accordance with Article 47 disclose a net liabilities position that has 

deteriorated relative to the comparative figure contained in the previous 

year’s annual financial statements (i.e. reporting period T-2), or the 

interim financial statements submitted in accordance with Article 48 

disclose a net liabilities position that has deteriorated relative to the 

comparative figure at the preceding statutory closing date (i.e. reporting 

period T-1). 

 

3) Break-even result 

The licensee reports a break-even deficit as defined in Article 60 for 

either or both of the reporting periods T-1 and T-2. 

 

4) Overdue payables 

The licensee has overdue payables as of 30 June of the year that the 

UEFA club competitions commence as further defined in Articles 65 

and 66. 

                                                 
6 Part 3, Chapter 2.1, Article 63 of the FFP 
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A club that has breached the 5 million euro deficit has the possibility of reaching compliance 

by balancing the deficit with a surplus achieved in the T-3 and T-4 monitoring periods. These 

reporting periods refer to the seasons three and four years previous to the deficit violation. 

Whether any Danish clubs have excess surplus stored in previous annual reports will not be 

examined in this thesis. 

 

 
4.3Final break-even requirements 

After having studied the specifics of the break-even requirement chapter of the FFP, the 

following individual requirements are deemed potentially comparable to the annual reports.  

. 

1) The club’s aggregate break-even result for the monitoring period 2010 and 2011 

.   

2) Negative Equity – The statements disclose a net liabilities position that has 

deteriorated from T2 to T1. 

 

3) Overdue Payables  

 

4) Employee benefits expenses exceed 70% of total revenue 

 

5) Net Debt Exceeds 100% of total revenue  

 

6) Is the club deriving funds from any non-football related activities 

 

Due to the lack of transparency in the majority of the annual reports, there is not enough data 

to evaluate all of the requirements. Requirement 3 and 4 will therefore not

 

 be included in the 

analyses of the annual reports. 
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4.4 The annual reports 

The most recent annual reports for each club included in the analysis have been retrieved 

through correspondence with the clubs’ administrative employees. It is important to note that 

there are variances in the reporting methods and reporting periods. In the reports I will be 

looking for indicators of non-football activities, and subsequently exclude such income from 

the calculations. 

This process helps to shape the most accurate assessment of the clubs net result in football 

related income. 

The net debt figures are derived from the short and long term payables listed under liabilities. 

I must accept a certain margin of error in relation to this measure due to the lack of 

transparency in these reports.                                                                                                                                                               
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5. Analyses 
 

 
5.1 Selecting the Danish clubs to include in the analysis 

The decision concerning which Danish teams to include in the analysis will be determined by 

the clubs’ Superliga performance over the past four seasons. Any team that is included in the 

analysis must have achieved a final position in the Superliga that put them in contention for 

qualification to a UEFA competition. Since there are 12 teams in the Superliga, and the top 

four teams qualify for a UEFA competition, a final position in the top six can be described as 

“being in contention”.  

The following teams have been included in the analysis based on their Superliga 

performances during the period beginning with the 2008/2009 season until the present. 

Source: Danish Football Association (danskfodbold.com) 
 

Table 3 An overview of the recent performances of Danish Superliga clubs 

 

                                                                  

                                                               

                                                                 

                                                                  

                                                                               

                                                                 

Alliance Club Horsens 
- 4th place 11/12 
- Qualified for 12/13 UEFA   

competition 
 

Brøndbyernes Idræts Forening 
- 3rd place 10/11 season 

 

Football Club København 
- 2nd place 11/12 season 
- Qualified for 12/13 

UEFA competition 

Football Club Nordsjælland 
- Champion 11/12 season 
- Qualified for 12/13 

UEFA competition 
 

 
 

Randers Football Club 
- 5th place 08/09 season 

 
 

Sønderjysk Elitesport 
- 6th place 11/12 season 

 

Aalborg Boldklub 
- 5th place 09/10 season 

Silkeborg Idrætsforening 
- 5th place 10/11 season 

Odense Boldklub 
- 2nd place 10/11 

season 
 
 

Football Club Midtjylland 
- 3rd place 11/12 season 
- Qualified for 12/13 

UEFA competition 

Esbjerg Forenede Boldklubber 
- 4th place 09/10 season 

Aarhus Gymnastikforening 
- 5th place 11/12 season 
- Qualified for 12/13 

UEFA competition 
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2010 & 2011 reports

5.2 Aalborg Boldspilklub A/S (AAB) 
7

Overview 

 

As of 2010 Aab describes their activities as limited to the following; AaB football, AaB Ice 

hockey, AaB Elite College and AaB conference activities. The AaB elite college can be 

described as youth development activities. The conference activities function in relation to 

matches and stadium events. I will assume that these activities all fall under the football 

related activities.  

In the 2011 report AaB had decoupled from its ice hockey activities. The report shows that 

AaB was able to successfully bring its net debt ratio down below 100%. This was achieved by 

completing restructuring of many of the activities. Decreasing personnel costs by 50%, and an 

emission of new stocks were the main factors. 

Income from non-football activities 

Based on the annual reports, I will assume that the club has no income related to non-football 

activities. 

Negative Equity 

The reports show no signs of negative equity. 
Table 4 AaB break-even calculations 2010                          Table 5 AaB break-even calculations 2011 

 

 

 

 

 

 

 

 

 

Aggregate break-even deficit = 6.73 + 5.356 = 

 

EUR 12.086 million 

Conclusion 

Despite the improvement in AaB’s net debt vs. total revenue ratio, the club has a very large 

aggregate break-even result. If the FFP had been enforced during 2010 and 2011 AaB would 

have exceeded the maximum deviation allowed by over 7 million euro. 
                                                 
7 As retrieved from www.aabsport.dk/investor-relations/aarsrapporter.aspx 

Break-even result 2011 

Net loss = DKR 39.853 million 

39.853/7.44 = EUR 5.356 million 

Net debt vs. Total revenue 

Net debt = DKR 59.509 million 

Total revenue = DKR 68.224 million 

Ratio = (59.509/68.224)100 = 87.23% 

 

Break-even result 2010 

Net Loss =  DKR 50.119 million 

50.119/7.44 = EUR 6.73 million 

Net debt vs. Total revenue 

Net debt = DKR 202.063 

Total revenue = 115.757 

Ratio = (202.063/115.757)100 = 174,56% 
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2010 & 2011 reports

                                       5.3 Alliance Club Horsens (AC Horsens) 
8

Overview 

  

The reports state that the sources of income in 2010 and 2011 have been derived from 

activities related to player transfers, sponsorships, gate receipts, broadcasting rights and 

income from tournament participation. ACH has also established a youth development 

concept called “the yellow thread”.   

Income from non-football related activities 

Based on the annual reports, I will assume that the club has no income related to non-football 

activities. 

Negative Equity 

The reports show no sign of negative equity 

 
Table 6 ACH break-even calculations 2010                            Table 7 ACH break-even calculations 2011 

 

 

 

 

 

 

 

 

 

 

Aggregate break-even deficit: 1.629 + 1.238 = 

 

EUR 2.867 million 

Conclusion 

AC Horsens’ financial reports for 2010 and 2011 do not indicate that the club is deriving 

income from non-football operations. The reports show no signs of negative equity. The net 

debt to total revenue ratio is well below the maximum allowed 100%. Finally, the clubs  

Aggregate break-even result is within the acceptable deviation of EUR 5 million.  

ACH would not have violated the FFP over the 2010 and 2011 monitoring period. 

 
                                                 
8 As retrieved from www.achorsens.dk/aktionaer/ 

Break-even result 2010 

• Net loss : DKR 12.119 million 

• 12,119,000/7.44 = EUR 1.629 million 

Net debt vs. total revenue 2010 

• Total revenue = DKR 30.986 million 

• Net debt = DKR 8.935 million 

• Ratio = (8.935/30.986) 100 = 28.83% 

Break-even result 2011 

• Net loss : DKR 9.211 million 

• 9,211/7.44 = EUR 1.238 million 

Net debt vs. total revenue 2011 

• Total revenue = DKR 42.335 million 

• Net debt = DKR 9.211 million 

• Ratio = (9.221/42.335)100 = 21.78% 
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                                           5.4 

2010/2011 report & 1/7 – 31/12 2011 report

Aarhus Gymnastikforening (AGF) 
9

Overview 

 

AGF is one of two subsidiaries of the parent company Aarhus Elite. The other subsidy is 

NRGi Park & Arena (AGF’s stadium), which is related to activities such as matches and other 

events held at the stadium. 

It is important to note that Aarhus Elite has only released a six month report for the 2011 

season. This partial report does give some information about the clubs break-even result, but 

the net debt to total revenue should be calculation over a full calendar or fiscal year. This 

calculation will therefore be excluded for 2011. 

Income from non-football activities  

Based on the annual reports, I will assume that no income is derived from activities not 

relating to football.  

Negative Equity  

Neither reports show signs of negative equity. 

 
Table 8 AGF break-even calculations 2010/11 season            Table 9 AGF break-even calculations fall 2011 

 

 

 

 

 

 

 

 

 

 
Aggregate break-even deficit = 4.693 + 0.992 = 
 

EUR 5.685 million 

Conclusion 
 
Even with only one and a half years of reporting, AGF’s break-even result exceeds the 

allowed deviation of EUR 5 million. Had the reports covered the full monitoring period, it is 

likely that AGF would have breached the set limit by a larger margin than indicated above. 

                                                 
9 As retrieved from www.aarhuselite.dk/?id=8039 

Break-even result 2010/2011 

• Net loss : DKR 34.914 million 

• 34.914/7,44 = EUR 4.693 million 

Net debt vs. Total revenue 2010/2011 

• Net debt = DKR 26.211 million 

• Total revenue = DKR 72.015 million 

• Ratio = (26.211/72.015)100 = 36.40% 

Break-even result 1/7 – 31/12 2011 

• Net loss : DKR 7.381 million 

• 7.381/7,44 = EUR 0.992 million 

Net debt vs. Total revenue 1/7 – 31/12 2011 

As we only have 6 months of reporting 
available, this calculation is deemed 
irrelevant.  
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2010 & 2011 reports

5.5 Brøndbyernes Idrætsforening (BIF) 
10

Overview 

 

The reports show that BIF are involved in youth development and the restaurant industry, 

besides the main activity of managing the football team. Naturally, the youth development 

activities are directly football related. The restaurant however, Brondby Food & Mind, 

represents a grey area of the FFP. But because the restaurant is located in the near vicinity of 

the stadium, I will assume that it is a football related activity, according to Annex X of the 

FFP.  

Income from non-football activities 

Based on the annual reports, I will assume that the club is not generating income from non-

football activities. 

Negative Equity  

Neither reports show signs of negative equity. 

 
Table 10 BIF break-even calculations 2011                            Table 11 BIF break-even calculation 2010 

 

 

 

 

 

 

 

 

 

 

Aggregate Break-even deficit = 5.172 + 4.407 = EUR 9.579 million

Conclusion 

  

BIF has an aggregate break-even deficit of 9.5 million euro. Had the FFP regulations been 

enforced during this monitoring period, BIF would have breached the set limits by 4.5 

million. The net debt vs. total revenue ratio also exceeds the maximum 100% allowed by the 

FFP. 

 
                                                 
10 As retrieved from www.brondby.com/article.asp?aid=35 

Break-even result 2011 

• Net loss = DKR 38.479 million 

• 38.479/7.44 = EUR 5.172 million 

Net debt vs. Total revenue 2011 

• Net debt = DKR 174.244 million 

• Total revenue = DKR 151.393 million 

• Ratio = (174.244/151.393)100 = 115.09% 

Break-even result 2010 

• Net loss = DKR 32.786 million 

• 32.786/7.44 = EUR 4.407 million 

Net debt vs. Total revenue 2010 

• Net debt = DKR 199.500 million 

• Total revenue = DKR 179.909 million 

• Ratio = (199.500/179.909)100 = 110.89% 
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2010 & 2011 Reports

5.6 Esbjerg forenede boldklubber Elitefodbold A/S (EFB) 
11

Overview 

 

EFB is a parent company with 100% ownership of Esbjerg Ice Hockey. Besides ice hockey, 

EFB is involved in the typical football activities such as, youth development and the events 

related to the club’s stadium (Blue Water Arena).  

 

Income from non-football operations 

Based on the annual reports, I will assume that the club is not generating income from non-

football activities. 

 

Negative Equity 

The reports show no signs of negative equity 

.  
Table 12 EFB break-even calculations 2011                             Table 13 EFB break even calculations 2010 

 

 

 

 

 

 

 

 

 

 

Aggregate break-even deficit = 2.502 + 3.053 = 

 

EUR 5.555 million 

Conclusion 

EFB have an aggregate break-even deficit of 5.6 million euro. Had the FFP been enforced 

during the 2010 and 2011 monitoring periods, the club would have breached the maximum by 

0.5 million euro. The club’s net debt vs. total revenue ratio is no critical, but has increased 

from 60% to 78% from 2010 to 2011. 

 
                                                 
11 As retrieved from www.efb.dk/aktionaerinfo/ 

Break-even result 2011 

• Net loss = 18.613 

• 18.613/7.44 = EUR 2.502 million 

Net Debt vs. Total revenue  

• Net debt = DKR 29.439 million 

• Total revenue = DKR 49.119 million 

• Ratio = (29.439/49.119)100 = 59.93% 

 

Break-even result 2010 

• Net loss = DKR 22.716 million 

• 22.716/7.44 = EUR 3.053 million 

Net debt vs. Total revenue 

• Net debt = DKR 45.936 million 

• Total revenue = DKR 59.148 million 

• Ratio = (45.936/59.148)100 = 77.66% 
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2010 & 2011 reports 

5.7 Football Club København (FCK) 

Overview 

FCK is by far the Danish club that is spread across the most business activities. FCK is part of 

the parent company Parken Sport & Entertainment, which is also involved in activities 

unrelated to football. Among these are, real estate investment and investment in leisure 

activities Lalandia and FitnessDK. The stadium (Parken) is operated through a subsidiary 

called Parken Venues. This particular subsidiary will be accepted as football related activities. 

Handball and other sports activities are also football related according to Annex X of the FFP. 

Income from non-football operations 

Income derived from Lalandia, FitnessDK and real estate activities can be identified in the 

annual reports and will not be included in the break-even calculations. 

Negative equity 

The report shows no signs of negative equity. 
Table 14 FCK break-even calculations 2011 

 

Break-even result 

• Net profit = 21.270 (parken venues) + 15.005 (FCK sports) = DKR 36.275 million 

• Break-even surplus = 36.275/7.44 = 

Net debt vs. total revenue  

EUR 4.876 million 

• Net debt = 58.546 (FCK sports) + 18.520 (Parken venues) = DKR 77.066 million 

• Total revenue =228.931(FCK sports) + 142.577(parken venues) = DKR 371.508 mil 

• Ratio = (77.066/371.508)100 = 

 

20.74% 

Table 15 FCK break-even calculations 2010 

 

Break-even result 

• Net profit = 4.224 (parken venues) + 66.153 (FCK sports) = DKR 70. 377 million 

• Break-even surplus = 70.377/7.44 = EUR 9.459 million

Net debt vs. total revenue  

  

• Net debt = 26.542(parken venues) + 101.598 (FCK sports) = DKR 128.140 million 

• Total revenue = 113.132 (parken venues) + 342.045 (FCK sports) = DKR 455.177.mil 

• Ratio = (128.140/455.177)100 = 

 

28.15 % 
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Aggregate break-even surplus = 4.876 + 9.459 = 

 

EUR 14.335 million 

Conclusion12

FCK is by far the largest entity in the Danish Superliga. Even after excluding the activities not 

related to football, FCK still derives about three times the revenue of its nearest competitors. 

The clubs break-even result is a significant surplus of 14.335.000 euro, a result that greatly 

exceeds that of any other Danish club. It is worth noting that the seasons of 2010 and 2011 

included a quarter final spot in the UEFA Champions League. The report does not include the 

exact revenue generated from participation in UEFA competitions. However, the finances of 

FCK clearly illustrate the importance of qualifying for UEFA competitions. It is an example 

of a club that is certainly experiencing the positive cycle of the football industry. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                 
12 Reports retrieved from www.FCK.dk 
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2010 & 2011 reports

5.8 Football Club Midtjylland Holding A/S (FCM) 
13

Overview 

 

Over the monitoring period of 2010 -2011, FCM has been involved in three areas of business; 

football, handball and motor racing. In March of 2010 the motor racing activities were shut 

down. FCM currently operates within football and handball. As prescribed by Annex X of the 

FFP, these activities will be included in the break-even calculations. 

 

Income from non-football activities 

Based on the annual reports, I will assume that the club did not generate any income from 

non-football activities. 

 

Negative equity  

The reports show no signs of negative equity  
  

Table 16 FCM break-even calculations 2011                            Table 17 FCM break even Calculations 2010  

 

 

 

 

 

 

 

 

 

 

Aggregate break even deficit = 3.479 + 6.593 =   

 

EUR 10.072 million 

Conclusion 

FCM has an aggregate break-even deficit of 10 million euro. Had the FFP been enforced 

during the 2010 and 2011 monitoring period, FCM would have exceeded the set limits by 5 

million. FCM’s net debt vs. total revenue ratio has improved significantly and was inside the 

100% limit set by FFP. 
                                                 
13 As retrieved from www.fcm.dk/index.php?ID=145&topID=139 

Break-even result 2011 

• Net loss = DKR 25.881 million 

• 25.881/7.44 = EUR 3.479 million  

Net debt vs. total revenue 

• Net debt = DKR 82.645 million 

• Total revenue = DKR 73.992 million 

• Ratio = (82.645/73.992)100 = 112.70% 

 

Break-even result 2010 

• Net loss = DKR 49.055 million 

• 49.055/7.44 = EUR 6.593 million  

Net debt vs. total revenue 

• Net debt = DKR 48.893 million 

• Total revenue = DKR 70.076 million 

• Ratio = (48.893/70.076)100 = 69.77% 
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2010 & 2011 reports

5.9 Football Club Nordsjælland A/S (FCN) 
14

Overview 

 

The reports do not show any signs that FCN is receiving income from non-football related 

activities. FCN lists its main activity as; managing the football team, sales activities related to 

matches, player transfers and youth development programs.  FCNs main sources of income 

are gate receipts, broadcasting rights, player transfers and participation in football 

competitions.  

Income from non-football operations 

Based on the annual reports, I will assume that no income was generated from non-football 

related activities. 

 

Negative Equity 

The reports show no signs of negative equity. 

 
Table 18 FCN break-even calculations 2010                                Table 19 FCN break-even calculations 2011 

 

 

 

 

 

 

 

 

 

 

Aggregate break-even deficit = 0.602 – 0.072 = 

 

EUR 0.530 million 

Conclusion 

FCN does not receive income from non-football related activities. The club has a break-even 

deficit. However, the deficit is well inside the maximum acceptable deviation. FCN would not 

be in violation of the FFP, had the regulations been enforced over the 2010 & 2011 

monitoring period 
                                                 
14 As retrieved through correspondence with FCN administrative staff 

Break-even result 2010 

• Net loss = DKR 4.477 million 

• 4.477/7.44 = EUR 0.602 million 

Net debt vs. Total revenue 2010 

• Net debt = DKR 12.678 million 

• Total revenue = DKR 57.188 million 

• Ratio = (12.678/57.188)100 = 22.17% 

 

Break-even result 2011 

• Net profit = DKR 0.538 million 

• 0.538/7.44 = EUR 0.072 million 

Net debt vs. Total revenue  

• Net debt = DKR 14.988 million 

• Total revenue = DKR 62.437 million 

• Ratio = (14.988/62.437)100 = 24.00% 
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2010 & 2011 reports

5.10 Randers Football Club Holding A/S (RFC) 
15

Overview 

 

Randers FC’s main sources of income are gate receipts, television broadcasting rights, player 

transfers and sponsorships. The reports do not show any signs that RFC Holding is involved 

in any other activities besides football. Therefore, I will assume that the club has no income 

from non-football operations. 

Income from non-football operations 

Based on the annual reports, I will assume that no income was generated from non-football 

related activities. 

Negative Equity 

The reports show no signs of negative equity 

 
Table 20 RFC break-even calculations 2011                               Table 21 RFC break-even calculations 2010  
 

 

 

 

 

 

 

 

 

 

Aggregate break-even surplus = 0.876 – 0.604 = 

Conclusion 

EUR 0.272 million 

Randers FC does not receive income from non-football related activities. The club has an 

aggregate break-even surplus of EUR 0.272 million. Had the FFP been enforced during this 

monitoring period, Randers FC would have been well within the set limits on this indicator. 

Both in 2010 and 2011 Randers FC breached the maximum ratio allowed, with respects to net 

debt and total revenue. Had the FFP been enforced in this monitoring period, Randers FC 

would have breached the requirements. 

                                                 
15 As retrieved through correspondence with RFC administrative staff 

Break-even result 2010 

• Net loss = DKR 4.494 million 

• 4.494/7.44 = DKR 0.604 million 

Net debt vs. total revenue 

• Net debt = DKR 102.060 million 

• Total revenue = DKR 61.870 million 

• (102.060/61.870)100 = 164.96% 

 

Break-even result 2011 

• Net profit = DKR 6.518 million 

• 6.518/7.44 = EUR 0.876 million 

Net debt vs. total revenue 

• Net debt = DKR 84.001 million 

• Total revenue = DKR 76.629 million 

• Ratio = (84.001/76.629)100 = 109.62% 
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6. Results of annual report analyses 

 

As the diagram below illustrates, very few Danish football clubs would have been unaffected 

by the FFP regulations had they been enforced over the 2010 and 2011 season. Furthermore, 

it is important to notice that AGF has not released sufficient information covering the 

necessary two year monitoring period. Therefore, AGF’s aggregate break-even result only 

covers a reporting period of 1½ years. Considering AGF still managed to report a six million 

euro deficit, it could be argued that the deficit would have been even larger had it covered a 

full two year period. 

6.1 Aggregate break-even results 

Another important point to make is that the two year monitoring period is only transitional, 

and will be increased to three years after the 2013/2014 season. The acceptable deviation then 

has to cover three years of reporting. This will put even more pressure on clubs to minimize 

their deficits, and adds to the concern that these results are unsustainable. 

Three clubs, AaB, BIF and FCM, distinguish themselves by approaching and exceeding a 

deficit of 10 million euro. Considering that these three clubs also have debt loads approaching 

100% of their revenues, this group faces the toughest challenges if they hope to participate in 

future UEFA competitions.    

 
Figure 7 Danish Superliga - Aggregate break-even results 
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* The AGF result only covers 1½ years of reporting 
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The FFP requires that this ratio does not exceed 100%. In other words, the net debt must not 

outweigh the total revenue. In these analyses however, it is clear that two clubs would have 

breached this requirement, had the FFP been enforced in 2010 and 2011. Most noticeably, 

RFC’s debt level has risen to 164% of total revenue. However, RFC does have a break even 

surplus which leaves some breathing room compared to other clubs. 

6.2 Net debt vs. total revenue 

BIF is a close second with a ratio at 110%, and thereby joins RFC as the only two clubs that 

would have exceeded this particular requirement. However, clubs such as AaB, EFB and 

FCM are also approaching the set limit. As opposed to RFC these clubs also have a 

significant aggregate break-even deficit to worry about. 

Looking at figure 8 and 9 together, there are signs that some clubs will be put under more 

pressure by the break-even requirements than others. According to these results, BIF will face 

the toughest budgetary challenges. The combined scenario of reducing the break-even result 

by 5 million euro, while simultaneously balancing the excessive debt ratio underlines BIF’s 

financial challenges. 

  
Figure 8 Danish superliga - Net debt vs. total revenue ratio (%) 
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7. Strategic behavior analysis 
In this part of the analysis, I will describe the changes in strategic behavior that can be 

expected from the clubs. My conclusions will draw upon the empirical data in conjunction 

with the theories discussed earlier in this thesis. These theories illustrated the paradox existing 

between the clubs’ individual and collective incentives. This paradox will be central to the 

game theoretical analysis. 

 

In the theory chapter of this thesis, it was described that the clubs’ individual incentive 

structure is shaped mainly by the following factors:  

• Utility maximization - Achieving the most sporting success, while remaining solvent. 

• Soft budget constraints - Excessive willingness of private and public funding. 

• League Design - The relegation/promotion system, and the redistribution of revenue. 

The clubs’ collective incentive structure is shaped mainly by these factors: 

• Competitive balance - Maintaining outcome uncertainty 

• Maximizing combined utility - Slowing the wage race and increasing cooperation 

• Sustainability of current system - Avoiding rising deficits and bankruptcies 

The very need for regulations such as the FFP implies that the vast majority of European 

clubs are driven mainly by the individual incentives. The towering costs related to player 

wages and transfers show the clubs’ unwillingness to base strategy on collective incentives. 

This is the underlying problem that the FFP regulations will affect. 

 

The clubs’ rationality behind adhering to the individual incentives will be discussed further in 

the following section. The way the introduction of the FFP will affect these incentives will 

then be factored into this discussion. 

7.1 A game theoretical approach 

Game theory relies on the underlying assumption that clubs will act rationally, meaning that 

players will behave according to their preferences (Watson, 2002). In the theoretical chapter 

of this thesis, it was assumed that the preference of European clubs was sporting success 

(utility) at the expense of profitability. According to figure 10, maximum utility can only be 

attained by choosing the aggressive strategy including adherence to wage races and 

anticipation of entering the positive cycle.  
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Other factors that determine strategy in game theory are beliefs, level of cooperation and 

timeframe (Watson, 2002). The beliefs are formed through past experiences of how opponents 

have acted in previous games. Related to the football industry, the aggressive strategies seen 

in the past decades must have affected the clubs’ beliefs going forward. This means that the 

incentive to choose a cooperating strategy diminishes, as the opponent will very likely have 

an attacking strategy. 
Figure 10 A football club's dilemma 

 
Source: Inspired by  (Watson, 2002)  

I will argue that the very need for regulations, such as the FFP, is an acknowledgement of the 

clubs’ lack of ability to cooperate for the greater good of the league. This further intensifies 

the beliefs that an aggressive strategy is the way to maximize utility.  

The timeframe of this type of scenario can be described as infinite. A club may secure a win, 

or even a title, but the game continues simply continues on to the next season. This timeframe 

affects beliefs because the longer the timeframe, the more time clubs have to decipher 

information about how opponents will act.  

The game theoretical scenario therefore indicates that the competitive scenario that football 

clubs compete in greatly incentivizes an aggressive strategy, adhering to individual 

incentives. However, the FFP regulations are due to cap the level of aggressiveness, by 

limiting risk taking and excessive overbidding. The FFP will therefore force the teams to shift 

their strategies towards a cooperative scenario, which will adhere more to the collective 

incentives previously discussed.          
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7.2 Restricting deficits and debt 

The theory related to the competitive strength of football teams described total revenue, not 

profitability, as the main factor influencing sporting success (Hall, 2002). This is due to the 

constant reinvestment of revenue into player wages and purchases (Storm 2011).  I will argue 

that if revenue determines competitiveness, then a club’s ability to take on debt represents a 

similar source of competitiveness. A club experiencing revenue growth will subsequently 

have a higher degree of credit availability. This means that the club can use both new revenue 

and new credit to strengthen the playing squad. Figure 11 below shows the debt levels and 

revenues of Danish clubs in 2011. It is noticeable that teams with higher revenues also have 

higher debt levels. Clubs with high competitiveness, based on revenue, are able to extend the 

competitive gap by taking on more debt than teams with less revenue. Figure 11 also shows 

that clubs such as, FCK, BIF, AaB and FCM that have dominated the Superliga for years are 

in the top end when it comes to combined debt and revenue.   
 
Figure 11 Danish Superliga - Net debt & revenue 2011 (Dkr) 
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By making all clubs subject to the same maximum deficit, big clubs can no longer operate 

with deficits that they previously would simply have been able to convert into debt. The 

maximum amount that these clubs will now be able to add per year to their debt load will be 5 

million euro. This will restrict the high revenue clubs’ option of drawing upon their advantage 

in credit availability. FCK for example, have a very low net debt vs. revenue ratio for 2011. In 

theory, they should be able to capitalize on this by taking on more debt, thereby increasing the 

amount of resources available to strengthen the playing squad.  
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As suggested above, the maximum deviation of 5 million euro set for all clubs across Europe 

will present a greater loss of potential resources for high revenue clubs, than for low revenue 

clubs. As shown in the example above, FCK could potentially take on a lot more debt than for 

example EFB, and thereby rapidly increase their competitive capacity.  

This is a significant way that the FFP will limit the clubs’, but specifically high revenue 

clubs’, ability to extend and solidify their competitive advantage over smaller clubs. Over 

time, these factors should strengthen the competitive balance, in both domestic and 

international competitions.  

 

The Danish Superliga is amongst the smaller European leagues when it comes to total revenue 

and debt. Therefore, the anticipated increase in the international competitive balance amongst 

leagues will be favorable to Danish clubs competing in UEFA competitions. This will be due 

to an increasing amount of options Danish clubs will have in the international transfer market. 

Again, this is caused by the 5 million euro maximum deficit. Because the limit is the same 

across Europe, it will hit the clubs with large deficits and debts proportionally harder than the 

smaller clubs. This means that there will be significantly less money from the big leagues 

chasing high level players. In smaller league, the transfer and wage budgets will not be 

affected to the same degree, leaving Danish clubs with increased competitiveness regarding 

their transfer and wage budgets.      

 

 
7.3 Investment in youth development 

Annex X outlines the details of the specific sources of expenditure to be included in the 

break-even calculation. These sources all relate to the efforts clubs might take in order to 

strengthen their competitiveness. However, an exception is made concerning expenditures 

directly related to youth development activities. Annex X, section C, part (g) clearly states 

that expenditure on youth development efforts can be omitted from the break-even 

calculation.  

This exception represents an opportunity to gain a substantial competitive advantage. The 

clubs will have a significant incentive to direct resources towards youth development efforts. 

These resources will most likely be derived from the pre-FFP budgets related to transfers and 

wages.  
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UEFA will be pleased with the prospects of growing investments in the clubs’ youth 

development, as this effect is one of the stated objectives of the FFP regulations. However, 

recognizing the competitive history of clubs, it could be argued that the excessive competitive 

behavior, witnessed in wages and transfers, might now be carried over into youth expenditure. 

The clubs can no longer bankrupt themselves through wages and transfers, but I don’t see any 

reason why they couldn’t bankrupt themselves through overinvestment in youth development 

activities. 
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8. Discussion 
 
In this section I will discuss some of the factors that lay on the boundaries of the limitation of 

this thesis. The analyses performed in this thesis have been based on the assumption that the 

FFP will be implemented as planned by UEFA. However, the following sections will touch 

upon criticisms that outline the main barriers to the FFP implementation. 

I will also draw parallels to similar regulations implemented in other leagues. Comparable 

examples can further strengthen the argumentation behind the analysis of the effects on 

behavior and competitive scenario.    

 

Voices critical of the FFP have been making themselves heard throughout the European 

football community. A common concern of many smaller clubs is that UEFA will not have 

the political will to sanction Europe’s elite clubs. The dilemma that UEFA will find itself in is 

based on the fact that clubs such as Manchester United, AC Milan, Barcelona and Chelsea etc. 

provide much of the fan base interest related to UEFA competitions. Therefore, the exclusion 

of any of these teams will hurt the revenue potential of these competitions. Smaller clubs 

argue that the wording of the FFP leaves a door open for UEFA to give special treatment to 

clubs whose participation increases the revenue potential (Vopel, 2011). The figure below 

shows the net result of the 2011 season for a selection of the elite clubs in European football. 

Chelsea, Milan, Juventus and last but not least Manchester City are nowhere near the limits 

set by the FFP, and that’s just in a single year (reporting period).  

8.1 The criticisms 

   Figure 12 Europe's elite clubs - Net result 2011 

 
Source: 2011 Annual reports of respective clubs 
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From the the figure above, it seems almost inevitable that one of the elite clubs will breach the 

FFP regulations. Should this scenario occur, UEFA’s actions could potentially make or break 

the future of the FFP, and will certainly be watched closely by the entire European football 

community. 

 

Critics of the FFP have also challenged the regulations judicial legitimacy in relation to EU 

law (Schaerlaeckens, 2012). European clubs are, like other businesses, protected from  

regulations that restrict trade. European workers are similarly protected from regulations 

designed to constrain wages. UEFA has directly stated that one of the main objectives of the 

FFP is to“Decrease pressure on salaries and transfer fees and limit the inflationary effect.” 

Therefore, it is likely either clubs or players will challenge the legitimacy of the most limiting 

requirements.  

Both UEFA bias and judicial challenges are aspects that could interfere with the planned 

introduction of the FFP, and could therefore also affect the reaction of Danish clubs.  

 

A growing trend in European football is third party ownership of a player’s transfer rights. 

Traditionally, players have been owned and traded solely by clubs. However, in recent years, 

outside investors have entered the transfer markets and have started investing in transfer 

rights. This gives clubs the option of renting a high quality player from the third party owner, 

thereby avoiding payment of a large transfer sum. Arguments have been made that this 

method is used to conceal football related expenses. This way, ambitious clubs can continue 

their aggressive transfer strategy without ruining their break-even result (Marcotti, 2012).  

8.2 The loopholes 

Third party ownership has been banned by the English football association, but is still within 

the rules in other major European leagues. English clubs have voiced concerns that, with the 

introduction of the FFP, the imbalance in third party ownership rules will leave English clubs 

at a disadvantage.  

UEFA acknowledges third party ownership as a way of circumventing the FFP regulation, 

and will be looking to ban these practices in the near future. However, UEFA might face 

difficulties introducing such a ban, as clubs and investors can argue that the ban would (again) 

constrain their ability to trade.  

 

With the introduction of the FFP, clubs will look to increase their football related income in 

order to be more competitive. Football related income is partially comprised by sponsorship 
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revenue. The notion of sponsorship revenue attributing to football related income seems 

pretty straightforward. However, UEFA suspects that some clubs are involved in backroom 

deals involving inflated sponsorship deals as a way of circumventing the FFP restraints. 

An example of this is the relationship between Manchester City and government of the United 

Arab Emirates (UAE). The half-brother of the UAE president became the majority 

shareholder of Manchester City in 2008. Shortly after, a series of major sponsorship deals 

were made with corporations owned by the UAE government. Manchester City’s closest 

rivals have argued that these practices undermine the basis of the FFP, and that UEFA need to 

step in (Schaerlaeckens, 2012). UEFA has since included a specific section in the FFP entitled 

“Fair value sponsorships”. It states that suspicious sponsorship deals will be subject to 

evaluation by “market experts”. If any deal is deemed not to be in accordance with market 

value, UEFA have the option of nullifying the deal. Some argue that UEFA will be 

overstepping their boundaries by taking such action. They argue that sponsorship values are 

essentially arbitrary, as they are worth exactly what people are willing to pay (Schaerlaeckens, 

2012). Once again, EU law might stand in the way of UEFA’s solutions. 

Given the uncertain legal framework surrounding the FFP regulations, this aspect will play a 

significant role in the success of the FFP, and could be an interesting topic for further 

research. 

 

Part of this thesis has attempted to describe the finances of the football activities of Danish 

clubs. As mentioned, a general lack of transparency is fairly common in the annual reports of 

football clubs.  

8.3 Transparency of annual reports 

As I studied the reports, it was my impression, with the exception of FCK (and the excluded 

clubs of course), that a fairly high percentage of the clubs’ total revenue was generally related 

to football activities. However, in 2008 the players’ union (Spillerforeningen) and the Danish 

football association (DBU) turned to the consultancy firm Capacent for a report on the Danish 

Superliga. Capacent concluded that only 41% of the clubs’ total revenue was from football 

related activities. Granted, there has been a trend of shutting down non-football activities in 

recent years. However, 41% still seems like a low number, judging by the perspective I have 

gained through this thesis. The Capacent report raises doubts over the transparency of Danish 

clubs’ annual reports. Therefore, further research into the details of the actual football 

activities could be very relevant in determining, with greater accuracy, where Danish clubs 

stand in relation to fulfilling the FFP requirements. 
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The FFP is the first attempt by UEFA to implement financial regulations on all clubs across 

Europe. As mentioned, the initiative has caused much uncertainty and debate over how clubs 

will react. However, a couple of domestic governing bodies, i.e. Germany and France, have 

implemented regulations similar to the FFP. In the following section I will briefly discuss the 

similarities between these regulations and the FFP, and describe the effects that have been 

observed in the German Bundesliga and the French Ligue 1. This thesis may be able to draw 

on the experiences of these leagues, when analyzing the effects of the FFP regulations. 

8.4 Domestic Governance 

 

Chief Financial Officer of the German Football League, Christian Müller outlines the German 

Model as the following:  

8.4.1 The German Model 

“In essence, the licensing procedure requires clubs to submit economic data for scrutiny by 

the football authorities, thereby ensuring an openness and transparency to the business 

aspect of the game that is without parallel across Europe. The backbone of the system is to 

force clubs to reduce overspending by implementing specified planning procedures and 

seasonal application for a license” (UK Committee, 2011) 

For a club to receive a license to compete in the Bundesliga system, it must be solvent and 

able to demonstrate sufficient liquidity to last the next season. The areas of oversight are as 

follows:  

• Assets 

• Receivables 

• Cash and Bank Balances 

• Liabilities/provisions; 

• Current overdraft account facilities; 

• Loan commitments; 

• Projected profit and loss statements, including planned income from ticket sales, 

advertising and transfers and planned payroll costs for match operations; and  

• Cash inflows/outflows from investing and financing activities. 

Source: UK House of Commons, Culture, Media and Sport Committee - Seventh Report  

Football Governance 

The regulative process begins with a pre-evaluation, which is then monitored appropriately 

over the course of the season. The German association has the option to grant a license on a 
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conditional basis, often related to certain financial requirements. This allows for tighter 

governance of troubled clubs.  

The sanctions available in the German regulative framework include, fines, deductions of 

points, transfer embargos and, ultimately, expulsion from the three division national league 

structure. After the introduction of these tighter regulations, the German Bundesliga has 

experienced strong levels of profitability and competitive balance (UK Committee, 2011).  

 

The French football league (Ligue 1) has suffered several crises in the past couple of decades.  

The latest occurred in the early 90’s where several major clubs filed for bankruptcy. A 

financial governing body, the Direction Nationale de Controle de Gestion (DNCG), was 

therefore established as early as 1984. The DNCG has regulatory powers similar to those seen 

in the German league. It is responsible for auditing clubs’ finances, and supervising 

bookkeeping for fraudulent practices. They then have the option of sanctioning a club in the 

form of warnings, fines, embargos or relegation (Rodríguez, Késenne, & García, 2007).  

8.4.2 The French Model 

The improvements, in relation to finances and competitive balance, have not been as 

impressive as the ones experienced in Germany. The competitive balance has been relatively 

stable, while the financial situation of the league has generally improved. An important thing 

to note is that while both French and German clubs have experienced increased financial 

stability, their competitiveness has decreased relative to other European leagues. This can be 

understood as a natural consequence of implementing tighter financial regulations that 

European competitors are not subjected to (Rodríguez, Késenne, & García, 2007).   

What this thesis can draw from the experiences of the French and German leagues is that 

regulation similar to the FFP can be successful in terms of improving financial sustainability. 

The oversight allowed through the regulation in the French and German leagues is 

comparable to the oversight that the UEFA Club Financial Control Panel (CFC) is allowed by 

the FFP. This weakens the recurring criticism that clubs will inevitably find the loopholes and 

circumvent the rules.  

I will also argue that, as was the case in Germany, the long term competitive balance will 

improve overtime. The French result here could be skewed by the exceptional performance of 

the club Lyon, who won Ligue 1 five times in a row and had successful runs in the 

Champions league.    
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9. Conclusion 

The purpose of this thesis has been to examine the most recent annual reports of Danish 

football clubs compared to the requirements in the newly introduced FFP regulations. 

Furthermore, it was the purpose to determine the effects that the FFP would have on the 

strategic behavior and competitive scenario of Danish football clubs. Since the problem 

statement consists of two separate parts, this will be a two-part conclusion. 

The analyses of the annual reports followed a detailed study of the exact requirements 

presented in the FFP. The requirements, for which data was available in the annual reports, 

were the “aggregate break-even result” and the “net debt vs. total revenue ratio”. These 

requirements were then coupled with the clubs’ financial data in order to produce the relevant 

results. The results revealed that the majority of Danish Superliga clubs would have failed to 

comply with the set requirements. Six of the nine clubs analysed would have exceeded the set 

limits. Clubs such as BIF, AaB and FCM were among the clubs who would have exceeded the 

allowed break-even deficit, while also approaching the limit of the net debt vs. total revenue 

ratio. It was also noticeable that these three clubs also had the three highest aggregate break-

even deficits. These clubs therefore face the biggest challenges, if they hope to be eligible for 

participation in future UEFA competitions. 

 

The second part of the analysis was focused on the effects that the introduction of the FFP 

would have on the clubs’ strategic behavior and competitive scenario. Using theory 

describing the incentive structure of European football clubs, the incentives were separated in 

to two groups containing individual and collective incentives. The individual incentives were 

shaped by the clubs objectives to maximize utility, by the league design and by the soft 

budget constraints available to clubs. The collective incentives were to maintain the 

competitive balance, to maximize combined utility, and to increase the financial stability of 

the league. By applying game theory, it was concluded that the FFP would force clubs to limit 

their aggressive behaviour in transfer markets and thereby shift their strategies towards more 

collective incentives. 

. 

The behavioral analysis goes on to describe the competitive trends that are likely to shape the 

competitive scenario and strategies of Danish clubs in the future. These trends include the 

following: 
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• Increased competitive balance 

This thesis suggests that the 5 million euro deficit limit will prevent high revenue clubs from 

exploiting their full credit availability. The clubs ability to take on debt is interpreted to be a 

competitive resource similar to that of high revenue. These clubs will therefore not be able to 

exploit all of the competitive resources available to them. This will have a bigger impact on 

the high revenue clubs and thereby strengthen competitive balance. 

 

• Increased transfer market competitiveness of Danish clubs 

This thesis argues that setting one specific limit on all European leagues will have a 

disproportional effect and hit the bigger leagues the hardest. This will result in less funds 

flowing through the transfer market, thereby decreasing demand for players. This will 

increase the competitiveness of transfer budgets in smaller leagues, as less “big league” 

money will be chasing after transfer targets. This would make it possible for Danish clubs to 

secure higher quality players, thereby strengthening the competitive balance among European 

leagues. 

 

• Increased investment in youth development 

The FFP regulations allow for investment in youth development to be excluded from the 

break-even expenditures. This factor will very likely shape the competitive scenario of the 

future. Funds that were previously spent outbidding opponents in the transfer market will be 

shifted towards youth development. However, I also discuss the risk that the aggressive 

financial behavior witnessed in the transfer market, could reoccur in the clubs’ efforts to 

attract and develop youth players. The shift from individual to collective incentives, discussed 

in the game theoretical approach, indicated that the FFP limitations would minimize 

aggressive strategies in the transfer market. However, in terms of youth expenditure, clubs 

once again have free reigns to compete at any given financial level.     
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Appendix 1: Annex X of Financial Fair Play regulations 
 
 
ANNEX X: Calculation of the break-even result 

Summary of the calculation A. of the break-even result 

1. The break-even result for a reporting period is calculated as relevant income less relevant 

expenses (see Article 58). 

2. Relevant income is equivalent to the sum of the following elements (detailed in 

part B): 

a) Revenue – Gate receipts 

b) Revenue – Sponsorship and advertising 

c) Revenue – Broadcasting rights 

d) Revenue – Commercial activities 

e) Revenue – Other operating income 

f) Profit on disposal of player registrations (or income from disposal of player registrations) 

g) Excess proceeds on disposal of tangible fixed assets 

h) Finance income 

Relevant income is decreased if the elements a) to h) in paragraph 2 include any items below 

(detailed in part B): 

i) Non-monetary credits 

j) Income transaction(s) with related party(ies) above fair value 

k) Income from non-football operations not related to the club 

3. Relevant expenses are equivalent to the sum of the following elements (detailed in part C): 

a) Expenses – Cost of sales/materials 

b) Expenses – Employee benefits expenses 

c) Expenses – Other operating expenses 

d) Amortisation/impairment of player registrations and loss on disposal of player registrations 

(or costs of acquiring player registrations) 
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e) Finance costs and dividends 

Relevant expenses are increased if the elements a) to e) in paragraph 3 include the item below 

(detailed in part C): 

f) Expense transaction(s) with related party(ies) below fair value. 

73 

Relevant expenses are decreased if the elements a) to e) in paragraph 3 include any items 

below (detailed in part C): 

g) Expenditure on youth development activities 

h) Expenditure on community development activities 

i) Non-monetary debits/charges 

j) Finance costs directly attributable to the construction of tangible fixed assets 

k) Expenses of non-football operations not related to the club 

B. Relevant income 

1. Definitions for the elements of the relevant income are as follows: 

a) Revenue – Gate receipts 

Includes revenue derived from general admission and corporate match attendance, from  both 

season tickets and match day tickets, in relation to national competitions (league and cup), 

UEFA club competitions and other matches (friendly matches and tours). Gate receipts also 

include membership fees. 

b) Revenue – Sponsorship and advertising 

Includes revenue derived from main sponsor, other sponsors, pitch-perimeter and other board 

advertising, and other sponsorship and advertising. 

c) Revenue – Broadcasting rights 

Includes revenue derived from sale of broadcasting rights to television, radio, 

new media and other broadcast media, in relation to national competitions (league and cup), 

UEFA club competitions and other matches (friendly matches and tours). 

d) Revenue – Commercial activities 

Includes revenue derived from merchandising, food & beverage sales, conferencing, lottery 

and other commercial activities not otherwise 

categorised. 

e) Revenue – Other operating income 
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Includes all other operating income not otherwise described above, including revenue derived 

from other activities such as subsidies, rent, dividends and income from non-football 

operations. 

f) Profit on disposal of player registrations or Income from disposal of player registrations 

For the calculation of relevant income, whether a club includes either (i) profit on disposal of 

player registrations or (ii) income from disposal of player 

73 

Relevant expenses are decreased if the elements a) to e) in paragraph 3 include any items 

below (detailed in part C): 

g) Expenditure on youth development activities 

h) Expenditure on community development activities 

i) Non-monetary debits/charges 

j) Finance costs directly attributable to the construction of tangible fixed assets 

k) Expenses of non-football operations not related to the club 

B. Relevant income 

1. Definitions for the elements of the relevant income are as follows: 

a) Revenue – Gate receipts 

Includes revenue derived from general admission and corporate match attendance, from both 

season tickets and matchday tickets, in relation to national competitions (league and cup), 

UEFA club competitions and other matches (friendly matches and tours). Gate receipts also 

include membership fees. 

b) Revenue – Sponsorship and advertising 

Includes revenue derived from main sponsor, other sponsors, pitch-perimeter and other board 

advertising, and other sponsorship and advertising. 

c) Revenue – Broadcasting rights 

Includes revenue derived from sale of broadcasting rights to television, radio, new media and 

other broadcast media, in relation to national competitions (league and cup), UEFA club 

competitions and other matches (friendly matches and tours). 

d) Revenue – Commercial activities 

Includes revenue derived from merchandising, food & beverage sales, conferencing, lottery 

and other commercial activities not otherwise categorised. 

e) Revenue – Other operating income 
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Includes all other operating income not otherwise described above, including revenue derived 

from other activities such as subsidies, rent, dividends and income from non-football 

operations. 

f) Profit on disposal of player registrations or Income from disposal of player registrations 

For the calculation of relevant income, whether a club includes either (i) profit on disposal of 

player registrations or (ii) income from disposal of player 

74 

registrations will depend on each club’s method of accounting for player registrations in its 

financial statements and application of the requirements defined below: 

i) For a club that uses the ‘capitalisation and amortisation’ method of accounting for player 

registrations, profit on disposal of a player’s legistration is calculated by deducting the net 

book value of the player’s 

registration at the time of the transfer, from the net disposal proceeds received and receivable. 

A profit on disposal of a player’s registration will be reported if the net disposal proceeds 

exceed the net book value of the player’s registration at the time of the transfer. Any such 

profit must be included within relevant income for the calculation of the break-even result. 

ii) For a club that uses the ‘income and expense’ method of accounting for player 

registrations, income from disposal of a player’s registration is the net disposal proceeds 

generated from the transfer of the player’s registration to another club. The net disposal 

proceeds should equate to the monetary income from the disposal of the player’s registration. 

For the purpose of the break-even calculation: 

iii) For clubs which use the ‘capitalisation and amortisation’ method of accounting for player 

registrations in their annual financial statements, relevant income and relevant expenses must 

reflect this same accounting 

treatment; 

iv) For clubs which use the ‘income and expense’ method of accounting for player 

registrations in their annual financial statements, the club can elect to apply either the ‘income 

and expense’ or the ‘capitalisation and 

amortisation’ method. The selected treatment must be applied on a consistent basis from one 

reporting period to the next. 

g) Excess proceeds on disposal of tangible fixed assets 

The profit on disposal of tangible fixed assets (including, but not limited to, a club’s stadium 

and training facilities) in a reporting period must be excluded from the break-even result with 

the following two exceptions: 
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i) If a tangible fixed asset other than a stadium or training facilities is not being replaced, then 

the profit on disposal recognised in the income statement can be taken into account as a 

relevant income up to: 

i.1 the difference between the proceeds on disposal and the historical cost of the asset which 

was recognised as a tangible fixed asset in the financial statements of the reporting entity; 75 

ii) If a club demonstrates that it is replacing a sold fixed asset, then the profit on disposal 

recognised in the income statement can be taken into account as a relevant income up to: 

ii.1 the difference between the proceeds on disposal and the full cost of the replacement asset 

which is recognised, or to be recognised, as a tangible fixed asset in the financial statements 

of the reporting entity; 

ii.2 the difference between the proceeds on disposal and the present value of 50 years’ 

minimum lease payments in respect of the replacement asset to be used by the club under a 

lease/rental arrangement. 

h) Finance income 

Finance income is in respect of interest revenue arising from the use by others of entity assets 

yielding interest. 

i) Non-monetary credits 

Appropriate adjustments must be made such that non-monetary credits are excluded from 

relevant income for the break-even calculation. Non-monetary items are items which do not 

meet the definition of monetary items. Monetary items are defined as units of currency held 

and assets and liabilities to be received or paid in a fixed or determinable number of units of 

currency. The essential feature of a monetary item is a right to receive (or an obligation to 

deliver) a fixed or determinable number of units of currency. 

Examples of non-monetary items include: 

• Revaluations of tangible and intangible fixed assets; 

• Revaluations of inventories; 

• Write-backs of depreciation or amortisation charges in respect of fixed assets (including 

player registrations); and 

• Foreign exchange gains/(losses) on non-monetary items. 

j) Income transaction(s) with related party(ies) above fair value 

For the purpose of the break-even result, the licensee must determine the fair value of any 

related party transaction(s). If the estimated fair value is different to the recorded value then 

the relevant income must be adjusted accordingly, bearing in mind, however, that no upward 

adjustments can be made to relevant income. 
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Examples of related party transactions that require a licensee to demonstrate the estimated fair 

value of the transaction include: 

• Sale of sponsorship rights by a club to a related party; 

• Sale of corporate hospitality tickets, and/or use of an executive box, by a club to a related 

party; and76 

• Any transaction with a related party whereby goods or services are provided to a club. 

Examples of related party transactions that must be adjusted because they must always be 

excluded from relevant income are: 

• Monies received by a club from a related party as a donation; and 

• Settlement of liabilities on behalf of the club by a related party. 

Contributions from a related party may only be taken into consideration in the determination 

of the acceptable deviation (as defined in Article 61) as part of the assessment of the break-

even requirement, as further described in part 

(D) of this annex. 

The definitions of related party, related party transactions and fair value of a related party 

transaction are provided in part (E) of this annex. 

k) Income from non-football operations not related to the club 

The income (and expenses – see part C(1)(k)) of non-football operations only needs to be 

excluded from the calculation of relevant income if it is clearly and exclusively not related to 

the activities, locations or brand of the football club, in which case it must be excluded. 

Examples of activities that may be reported in financial statements as nonfootball operations 

but for the purposes of the calculation of relevant income and expenses would not normally 

need to be adjusted include: 

• Operations based at, or in close proximity to, a club’s stadium and training facilities such as 

a hotel, restaurant, conference centre, business premises (for rental), health-care centre, other 

sports teams; and 

• Operations clearly using the name/brand of a club as part of their operations. 

C. Relevant expenses 

1. Definitions for the elements of relevant expenses are as follows: 

a) Expenses - Cost of sales/materials 

Includes cost of sales for all activities, such as catering, merchandise, medical care, kits and 

sports materials. 

b) Expenses – Employee benefits expenses 
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Includes all forms of consideration in exchange for services rendered during the reporting 

period by employees, including directors, management and those charged with governance. 

Employee benefits expenses covers all forms of consideration including, but not limited to, 

short term employee benefits (such as wages, salaries, social security contributions, profit 

sharing and bonuses), non-monetary benefits77 (such as medical care, housing, cars and free 

or subsidised goods or services), post-employment benefits (payable after completion of 

employment), other long-term employee benefits, termination benefits, and share-based 

payment transactions. 

c) Expenses – Other operating expenses 

Includes all other operating expenses, such as match expenses, rental costs, administration 

and overhead expenses, and expenses of non-football operations. In accordance with the 

minimum disclosure requirements in 

Annex VI C, depreciation, amortisation and impairment of fixed assets are not included in 

other operating expenses and are to be separately disclosed in the profit and loss account. 

d) Amortisation/impairment of player registrations and loss on disposal of player 

registrations or costs of acquiring player registrations 

For the calculation of relevant expenses, whether a club includes either (i) 

amortisation/impairment of player registrations and loss on disposal of player registrations or 

(ii) costs of acquiring player registrations will depend on each club’s method of accounting 

for player registrations in its financial statements and the application of the requirements 

defined below: 

i) For a reporting entity that uses the ‘capitalisation and amortisation’ method of accounting 

for player registrations in its annual financial statements, the amortisation and/or impairment 

of costs of acquiring player registrations in a reporting period must be calculated in 

accordance with the minimum accounting requirements as described in 

Annex VII C. 

The loss on disposal of a player’s registration is calculated by deducting the net book value of 

the player’s registration at the time of the transfer, from the net disposal proceeds received 

and receivable. 

A loss on disposal of a player’s registration will be reported if the net disposal proceeds are 

less than the net book value of the player’s registration at the time of the transfer. Any such 

loss must be included within relevant expenses for the calculation of the break-even result. 

ii) For a reporting entity that uses the ‘income and expense’ method of accounting for player 

registrations, the costs of acquiring a player’s registration is recorded in a reporting period. 
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For the purpose of the break-even calculation: 

iii) For clubs which use the ‘capitalisation and amortisation’ method of accounting for player 

registrations in their annual financial statements, relevant income and relevant expenses must 

reflect this same accounting 

treatment; 

iv) For clubs which use the ‘income and expense’ method of accounting for player 

registrations in their annual financial statements, the club can elect78 to apply either the 

‘income and expense’ or the ‘capitalisation and 

amortisation’ method. The selected treatment must be applied on a consistent basis from one 

reporting period to the next. 

e) Finance costs and dividends 

Finance costs include interest and other costs incurred by an entity in respect of the borrowing 

of funds, including interest on bank overdrafts and on bank and other loans, and finance 

charges in respect of finance leases. 

Dividends are distributions to holders of equity instruments. If dividends are recognised in the 

financial statements then, regardless of whether the dividends are presented in the profit and 

loss account or an alternative statement, the amount of dividends must be included as relevant 

expenses. 

f) Expense transaction(s) with related party(ies) below fair value 

For the purpose of the break-even calculation, the licensee must determine the fair value of 

any related party transaction(s). If the estimated fair value is different to the recorded value 

then the relevant expenses must be adjusted accordingly, bearing in mind, however, that no 

downward adjustments can be made to relevant expenses. 

For additional definitions of fair value of related party transactions refer to part (E) of this 

annex. 

g) Expenditure on youth development activities 

Appropriate adjustment may be made such that youth development expenses are excluded 

from the calculation of the break-even result. Expenditure on youth development activities 

means expenditure by a club that is directly attributable (i.e. would have been avoided if the 

club did not undertake youth development activities) to activities to train, educate and develop 

youth players involved in the youth development programme, net of any income received by 

the club that is directly attributable to the youth development programme. The break-even 

requirement allows a reporting entity to exclude expenditure on youth development activities 
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from relevant expenses because the aim is to encourage investment and expenditure on 

facilities and activities for the long-term benefit of the club. 

Activities that are considered as youth development activities include, but are 

not limited to: 

i) Organisation of a youth sector; 

ii) Youth teams taking part in official competitions or programmes played at national, 

regional or local level and recognised by the member association; 

iii) Football education programme for different age groups (e.g. playing skills, technical, 

tactical and physical); 

iv) Education programme on the Laws of the Game; 

v) Medical support for youth players; and79 

vi) Non-football education arrangements. 

Directly attributable expenses include, but are not limited to: 

vii) Costs of materials and services used or consumed in undertaking the youth development 

activities, such as accommodation costs, medical fees, educational fees, travel and 

subsistence, kit and clothing, facility 

hire; 

viii) Costs of employee benefits for employees wholly involved in youth development 

activities other than players such as the head of youth development programme and youth 

coaches, as defined in Articles 38 and 39, if their employment by the club is wholly for the 

youth development activities; 

ix) Costs of employee benefits for employees who are youth players under the age of 18 as at 

the statutory closing date of the licensee. Costs of employee benefits for employees who are 

youth players aged 18 or over 

as at the statutory closing date of the licensee cannot be excluded from relevant expenses. 

If a reporting entity cannot separately identify expenditure on youth development activities 

from other expenditure, then such expenditure will not be treated as expenditure on youth 

development activities. The following are 

not part of expenditure on youth development activities for the purpose of this requirement: 

x) Player scouting costs; 

xi) Fees to obtain the registration of a youth player, such as any fees paid to an agent or to 

another club; 

xii) Selling, administrative and other general overhead expenditure unless this expenditure 

can be directly attributed to the youth development activities; 
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xiii) Costs of employee benefits for employees only partly involved in youth development 

activities (for example, a coach having part-time involvement in youth development 

activities); 

xiv) The cost of property, stadium and equipment and/or depreciation thereof (the 

depreciation of tangible fixed assets including, but not limited to, any such assets relating to 

youth development activities is separately excluded from relevant expenses). 

h) Expenditure on community development activities 

Appropriate adjustment may be made such that community development expenses are 

excluded from the calculation of the break-even result. 

Expenditure on community development activities means expenditure that is directly 

attributable (i.e. would have been avoided if the club did not undertake community 

development activities) to activities for the public benefit to promote participation in sport 

and advance social development. example, a player having some form of involvement in 

community development activities); 

xiv) The cost of property, stadium and equipment and/or depreciation thereon (the 

depreciation of tangible fixed assets including, but not limited to, any such assets relating to 

community development activities is separately excluded from relevant expenses anyway). 

i) Non-monetary debits/charges 

Appropriate adjustment(s) may be made such that non-monetary debits/charges are excluded 

from relevant expenses for the break-even calculation. For further guidance about non-

monetary items see part B(1)(i). 

80 

Community development activities include, but are not limited to: 

i) The advancement of education; 

ii) The advancement of health; 

iii) The advancement of social inclusion and equality; 

iv) The prevention or relief of poverty; 

v) The advancement of human rights, conflict resolution or the promotion of religious or 

racial harmony or equality and diversity; 

vi) The advancement of amateur sport; 

vii) The advancement of environmental protection or improvement; or 

viii) The relief of those in need by reason of youth, age, ill health, disability, financial 

hardship or other disadvantage. 

Directly attributable expenses include, but are not limited to: 
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ix) Costs of materials and services used or consumed in undertaking the community 

development activities; 

x) Costs of employee benefits for employees wholly involved in community development 

activities; 

xi) Donations to other entities for which the purpose is promote participation in sport and/or 

advance social development. 

If a reporting entity cannot separately identify expenditure on community development 

activities from other expenditure, then such expenditure will not be treated as expenditure on 

community development activities. The following are not part of expenditure on community 

development activities for the purpose of this requirement: 

xii) Selling, administrative and other general overhead expenditure unless this expenditure 

can be directly attributed to the community development activities; 

xiii) Costs of employee benefits for employees only partly involved in community 

development activities (for example, 81 

j) Finance costs directly attributable to the construction of tangible fixed assets 

A licensee may exclude from the calculation of the break-even result any finance costs that 

are directly attributable to the construction of an asset for use for the club’s football activities 

that have been expensed in a reporting period rather than capitalised as part of the cost of the 

asset, up until when the asset is ready for use. 

The amount that may be adjusted is the actual interest expense (not otherwise capitalised) less 

any investment income on the temporary investment of the amount borrowed in respect of 

which the interest relates. 

The relevant interest is from the date when the entity incurs expenditure for the asset, incurs 

borrowing costs, and undertakes activities that are necessary to prepare the asset for its 

intended use or sale, until the date of completion of the asset. 

After completion of the construction of an asset, all finance costs must be included in the 

calculation of the break-even result. 

k) Expenses of non-football operations not related to the club 

The expenses (and income – see part B(1)(k)) of non-football operations which are clearly 

and exclusively not related to the activities, locations or brand of the football club may be 

excluded from the calculation of relevant expenses. 

2. The following types of expense may be excluded from the calculation of the break-even 

result: 

a) Depreciation/Impairment of tangible fixed assets 
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Depreciation is the systematic allocation of the depreciable amount of an asset over its useful 

life, i.e. the period over which an asset is expected to be available for use by an entity. An 

impairment loss is the amount by which the carrying amount of a tangible asset exceeds its 

recoverable amount, i.e. the higher of an asset’s fair value less costs to sell and value in use. 

The depreciation and/or impairment of tangible fixed assets in a reporting period may be 

excluded from the calculation of the break-even result because the aim is to encourage 

investment and expenditure on facilities and activities for the long-term benefit of the club. 

b) Amortisation/Impairment of intangible fixed assets other than player registrations 

Amortisation is the systematic allocation of the depreciable amount of an asset over its useful 

life, i.e. the period over which an asset is expected to be available for use by an entity. An 

impairment loss is the amount by which the carrying amount of an asset exceeds its fair value 

less costs to sell. 

The amortisation and/or impairment loss of intangible fixed assets other than in respect of the 

cost of acquiring player registrations in a reporting period may be excluded from the 

calculation of the break-even result. For the82 avoidance of doubt, the 

amortisation/impairment of the costs of acquiring player registrations must be included in the 

calculation of the break-even result for a reporting period (see part C(1)(d)). 

c) Tax expense 

Tax expense in respect of income tax includes all domestic and foreign taxes that are based on 

taxable profit. Taxable profit (tax loss) is the profit (loss) for a reporting period upon which 

income taxes are payable (recoverable). Tax expense is the amount recognised for a reporting 

period in respect of the current and future tax consequences of transactions and other events. 

Tax expense does not include value added taxes or tax and social security contributions in 

respect of employees. 

Contributions from equity participants D. and/or related party(ies) 

1. Acceptable deviation can exceed EUR 5 million up to the amounts described in 

Article 61(2) in a monitoring period only if such excess is entirely covered by contributions 

from equity participants and/or related parties. 

2. Contributions from equity participants are payments for shares through the share capital or 

share premium reserve accounts. That is, investing in equity instruments in their capacity as 

shareholder. 

3. Contributions from a related party include: 

a) Capital contributions being a contribution by a related party: that is an unconditional gift 

made to the reporting entity by a related party which increase the reporting entity’s equity 
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without any obligation for repayment or to do anything in consideration for receiving them. 

For example, a waiver of inter-company or related party debt constitutes a capital 

contribution, as it results in an increase in equity; and/or 

b) Income transactions from a related party: the amount to be considered as a contribution 

will be no more than an amount equivalent to the difference between the actual income in a 

reporting period and the fair value of the transaction(s) in a reporting period as already 

recognised in the calculation of the break-even result (see part B(1)(j)). The monies must have 

been received by the reporting entity, rather than just some form of promise or commitment 

from the related party. 

4. The following types of transaction are not ‘contributions from equity participants and/or 

related parties’: 

i) Positive movement in net assets/liabilities arising from a revaluation; 

ii) Creation, or increase in the balance, of other reserves where there is no contribution from 

equity participants; 83 

iii) A transaction whereby the reporting entity has a liability in that the entity has a present 

obligation to act or perform in a certain way; 

iv) Contributions from owners in respect of instruments classified as liabilities. 

E. Related party, related party transactions and fair value of related party transactions 

1. A related party is a person or entity that is related to the entity that is preparing its financial 

statements (the ‘reporting entity’). 

2. A person or a close member of that person’s family is related to a reporting entity if that 

person: 

a) has control or joint control over the reporting entity; 

b) has significant influence over the reporting entity; or 

c) is a member of the key management personnel of the reporting entity or of a parent of the 

reporting entity. 

3. An entity is related to a reporting entity if any of the following conditions apply: 

a) The entity and the reporting entity are members of the same group (which means that each 

parent, subsidiary and fellow subsidiary is related to the others); 

b) One entity is an associate or joint venture of the other entity (or an associate or joint 

venture of a member of a group of which the other entity is a member); 

c) Both entities are joint ventures of the same third party; 

d) One entity is a joint venture of a third entity and the other entity is an associate of the third 

entity; 
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e) The entity is a post-employment benefit plan for the benefit of employees of either the 

reporting entity or an entity related to the reporting entity. If the reporting entity is itself such 

a plan, the sponsoring employers are also related to the reporting entity; 

f) The entity is controlled or jointly controlled by a person identified in paragraph 2; or 

g) A person identified in paragraph 2(a) has significant influence over the entity 

or is a member of the key management personnel of the entity (or of a parent 

of the entity). 84 

4. With reference to paragraphs 1 to 3 above, the following definitions apply: 

a) Close members of the family of a person are those family members who may be expected 

to influence, or be influenced by, that individual in their dealings with the entity. They may 

include that person’s children and spouse or domestic partner, children of that person’s spouse 

or domestic partner, and dependants of that person or that person’s spouse or domestic 

partner. 

b) Control is the power to govern the financial and operating policies of an entity so as to 

obtain benefits from its activities. 

c) A joint venture is a contractual arrangement whereby two or more parties undertake an 

economic activity that is subject to joint control. 

d) Joint control is the contractually agreed sharing of control over an economic activity, and 

exists only when the strategic financial and operating decisions relating to the activity require 

the unanimous consent of the parties sharing control (the venturers). 

e) Key management personnel are those persons having authority and responsibility for 

planning, directing and controlling the activities of the entity, directly or indirectly, including 

any director (whether executive or otherwise) of that entity. 

f) Significant influence is the power to participate in the financial and operating policy 

decisions of an entity, but is not control over those policies. Significant influence may be 

gained by share ownership, statute or agreement. 

g) An associate is an entity, including an unincorporated entity such as a partnership, over 

which the investor has significant influence and that is neither a subsidiary nor an interest in a 

joint venture. In the definition of a related party, an associate includes subsidiaries of the 

associate and a joint venture includes subsidiaries of the joint venture. Therefore, for example, 

an associate's subsidiary and the investor that has significant influence over the associate are 

related to each other. 

5. In considering each possible related party relationship, attention is directed to the substance 

of the relationship and not merely the legal form. The following are not related parties: 
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a) Two entities simply because they have a director or other member of key management 

personnel in common or because a member of key management personnel of one entity has 

significant influence over the other entity. 

b) Two venturers simply because they share joint control over a joint venture. 

c) Providers of finance, trade unions, public utilities, and departments and agencies of a 

government that does not control, jointly control or significantly influence the reporting 

entity, simply by virtue of their normal dealings with an85 entity (even though they may 

affect the freedom of action of an entity or participate in its decision-making process). 

d) A customer, supplier, franchisor, distributor or general agent with whom an entity transacts 

a significant volume of business, simply by virtue of the resulting economic dependence. 

6. A related party transaction is a transfer of resources, services or obligations between related 

parties, regardless of whether a price has been charged (disclosure requirements in respect of 

related parties and related party transactions are set out in Annex VI). 

7. A related party transaction may, or may not, have taken place at fair value. Fair value is the 

amount for which an asset could be exchanged, or a liability settled, between knowledgeable 

willing parties in an arm’s length transaction. An arrangement or a transaction is deemed to be 

‘not transacted on an arm’s length basis’ if it has been entered into on terms more favourable 

to either party to the arrangement than would have been obtained if there had been no related 

party relationship. 
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