Manchester United Plc

“. . .Our mission is to ensure that shareholders, loyal supporters, customers and key 

commercial partners alike benefit from our popularity and performance.”

Manchester United Plc, Annual Report 2001

Introduction

Manchester United is a company recognized in virtually every country, even those with little interest in the sport. It is the parent company of the Manchester United football club founded in 1878 under the name of Newton Heath LYR.  The name of Manchester United (MU) was adopted by the club in 1902. In 1910 the MU football club relocated to Old Trafford where it has played its matches ever since. In the past 9 years, the Club´s most recent history, it had retained the Premier League Championship for the seventh time in a row, seeking to become the first team to win four English league titles in succession. 

According to The Economist
 the best club in the world in 2001 was MU, followed by Barcelona, Juventus, Bayern Munich and Lazio.

In time MU has been involved in various activities aside from playing good football. In fact,  figure 1 shows MU´s up-to-date corporate structure.

Figure 1.   MU corporate structure
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Income evolution

MU sells, and licenses the right to sell, replica player strip and a broad range of other items that carry the MU emblem or name. There are now well over 100 MU-branded products, ranging from toothbrushes to savings accounts. The merchandising operations have been extended overseas, earnings abroad contributing in 2000 by 2% and in 2001 – by 3% to the company’s total income. 

Figure 2. MU´s Turnover

	Turnover (th.pounds)
	1994
	1995
	1996
	1997
	1998
	1999
	2000
	2001

	Gate receipts and programme sales
	18040
	19520
	18550
	29920
	29920
	41908
	36626
	46202

	Television
	3960
	6710
	5830
	12320
	15840
	22503
	30546
	31237

	Sponsorship
	4840
	7320
	6360
	11440
	11440
	17488
	18513
	22451

	Conference and catering
	3080
	3660
	3710
	5280
	6160
	7189
	6698
	7754

	Merchandising and other
	14080
	23790
	18550
	29040
	24640
	21586
	23622
	21925

	Total
	44000
	61000
	53000
	88000
	88000
	110674
	116005
	129569


Note: In 2001 MU has begin to enjoy the benefits of the substantially improved three year contracts negotiated with UK and international broadcasters by the Premier League. On the other hand, due to the same reason the autumn of 2001 has seen the Professional Football Association (football players´ “labour union”) angry they have not been given an increased share of the new deal and ready to call a strike action if they are not given the chance to negotiate a new deal.

As is clear from the table above, MU derives its profits not only from the merchandising activities, but naturally from the tickets sales or “gate receipts” (the club has registered the highest average attendance in European club football for the season 2000-2001), agreements with the Club´s sponsors, which include contracts with such companies as Vodafone and Nike, and conference and catering turnover related to match day events and non MU events organized at Old Trafford. The sale of television rights plays an important role in the company´s turnover. 

The profitability of MU has resulted from a sustained period of on-field success. However, in November 2001 one can see articles in the newspapers characterizing MU´s start in the Premier League campaign of 2001 as “the worst”.  The team seems to suffer from the poor defensive while the fact that MU coach Sir Alex Ferguson plans a retirement in two years, in the opinion of football experts, demotivates the football players. 

On the other hand, following double elimination of the MU from the European Champions Cup in 1999-2000, the club has invested heavily in the first team squad, buying 3 more players for an amount of over 50 million pounds, increasing thus the football club´s “intangible assets”. In general, the management of the club says “controlling player costs remains the most important single challenge in our business”, however expenses are made to increase the team´s chance of succeeding on-field.   MU also administers a youth development program to detect home based talent and avoid excessive purchases of players from elsewhere. 

Equity and Debt Structure

MU shares are listed on the London Stock Exchange since 1991. The initial market capitalization was of 46 million pounds.  Currently the company´s shareholding can be summarized in figure 3.

Figure 3. MU shareholders

	Analysis of Shareholders
	2000
	2001

	Size of shareholding
	Number of shareholders
	Number of ordinary shares
	Number of shareholders
	Number of ordinary shares

	1-1000
	22602
	7163182
	25404
	8007108

	1001-50000
	7591
	27868097
	8040
	29630725

	50001-100000
	85
	5860747
	106
	7611678

	100001-500000
	119
	26018297
	137
	30233032

	500001-1000000
	23
	15814971
	26
	19081025

	over 1000000
	44
	177042746
	38
	165204472

	Total
	30464
	259768040
	33751
	259768040

	
	
	
	
	

	Shareholders by type
	2000
	2001

	
	  Number of shareholders
	Ordinary shares
	Number of shareholders
	Ordinary shares

	Corporate
	129
	184251388
	1430
	199489078

	Individual
	30335
	75516652
	32321
	60278962

	Total
	30464
	259768040
	33751
	259768040


The company is proud to announce growth in dividends payable to its shareholders. In 2001 the total dividend constituted 2 pence per share, an increase of 5.3% on the previous year. However, the Financial Times writes in October 2001 that “shareholders in Manchester United, the UK´s richest football club, have watched their stocks slide in value over recent months.  But ... club´s investors are not alone in suffering – football shares have tumbled 48% over the past 12 months …”
.

MU share price has had the following evolution:

1998    210 pences

1999    190 pences

2000    230 pences (in March the share price arrived to 400 pences)

2001
140 pences

2002    137 pences (March)

Besides, although in the mid-nineties, sports-minded investors grabbed the chance to buy shares in football clubs, now such investors have additional opportunities of placing their funds with the sports management companies, which profit directly from football player transfers. 

Meanwhile, MU uses very modest borrowing practices in financing its operations (see figure 4). The interest rate of the debt is between 5% and 7,8% per year. By other hand, in the notes of the 2001 Annual Report it can be read: “The Group had undrawn borrowing facilities available of 29,5 million pounds”.
Figure 4. MU debt (in thousand of pounds).

	Borrowings 
	
	
	

	
	1999
	2000
	2001

	Bank loan
	3578
	1856
	0

	Bank overdraft
	0
	0
	1237

	Analysis of loan repayments:
	
	
	

	within one year
	1722
	1856
	0

	between one and two years
	1856
	0
	0

	Creditors - amounts falling due within one year
	

	Bank loan and overdraft
	1722
	1856
	1237

	Trade creditors
	15630
	11431
	10669

	Corporation tax
	10072
	9648
	10796

	Social security and other taxes
	2741
	5528
	9265

	Other creditors 
	0
	1300
	461

	Accruals
	5290
	6519
	8896

	Dividends proposed
	3247
	3429
	3611

	Total
	38702
	39711
	44935


Final remarks

Because of the financial success of MU it is used as a benchmark by other clubs who now adopt strategies similar to those pioneered by MU both in England and abroad. The balance sheet of MU reveals its financial strengths. MU continues to make significant investment across the range of its activities, including improving the Old Trafford stadium, building a new football academy at the newly reconstructed Carrington training centre and strengthening the playing squad. MU fans are targeted as  potential customers through the growing number of retail outlets, MUTV television and one of the most advanced in design web sites – www.manutd.com.   

With success comes popularity, with popularity come the main engines of the company´s strength and profitability (see figures 5, 6, 7 and 8).

Figure 5. MU Profit and loss accounts (in thousands of pounds).

	
	1996
	1997
	1998
	1999
	2000
	2001

	Turnover
	53316
	87939
	87875
	110674
	116005
	129569

	Operating profit before amortisation of players and exceptional items
	14167
	26201
	26996
	32310
	30073
	31680

	Amortisation of players
	0
	0
	-4723
	-10192
	-13092
	-10173

	Exceptional items
	2173
	0
	0
	-1807
	-1300
	-2073

	Operating profit
	16340
	26201
	22273
	20311
	15681
	19434

	Share of results of joint venture and associate undertakings
	0
	0
	0
	-1777
	-982
	-602

	Total operating profit
	16340
	26201
	22273
	18534
	14699
	18832

	Profit on disposal of players
	0
	0
	2947
	2193
	1633
	2219

	Net transfer fees
	-1300
	293
	0
	0
	0
	0

	Net interest receivable
	359
	1083
	2619
	1684
	456
	727

	Profit on ordinary activities before taxation
	15399
	27577
	27839
	22411
	16788
	21778

	Taxation
	-4126
	-8549
	-8211
	-7023
	-4838
	-6841

	Profit for the year
	11273
	19028
	19628
	15388
	11950
	14937

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Dividends
	-3221
	-4026
	-4416
	-4676
	-4936
	-5195

	Retained profit for the year
	8052
	15002
	15212
	10712
	7014
	9742

	Equity Shareholders´funds
	40762
	72418
	97132
	107936
	114950
	124692

	Earnings per share (pence)
	4,6
	7,4
	7,6
	5,9
	4,6
	5,8

	Dividends per share (pence)
	1,3
	1,55
	1,7
	1,8
	1,9
	2

	Dividend cover (times)
	3,5
	4,7
	4,4
	3,3
	2,4
	2,9


Figure 6. MU Balance sheets (in thousands of pounds).

	
	1999
	2000
	2001

	Fixed assets
	
	
	

	Intangible assets
	30125
	32315
	71117

	Tangible assets
	99418
	124509
	122710

	Loan to joint venture
	725
	1000
	1000

	Investment in associates
	425
	591
	792

	Total, out of which
	130693
	158415
	195619

	Company´s fixed assets
	50008
	53218
	53026

	
	
	
	

	Current assets
	
	
	

	Stocks
	3305
	4007
	2209

	Debtors
	12057
	17699
	20581

	Marketable securities
	35615
	0
	0

	Cash at bank and in hand
	5520
	12419
	0

	Total, out of which
	56497
	34125
	22790

	Company´s current assets
	47585
	46670
	55192

	Company´s cash at bank and in hand
	2980
	8929
	1833

	
	
	
	

	Creditors - amounts falling due within one year, out of which
	38702
	39711
	44935

	Company´s
	22230
	18650
	16128

	
	
	
	

	Net current (liabilities)/assets, out of which
	17795
	-5586
	-22145

	Company´s
	25355
	28020
	39064

	
	
	
	

	Total assets less current liabilities, out of which
	148488
	152829
	173474

	Company´s 
	75363
	81238
	92090

	
	
	
	

	Creditors - amounts falling due after one year
	1856
	0
	1050

	
	
	
	

	Provision for liabilities and charges
	
	
	

	Deferred taxation
	5904
	3838
	2154

	Investment in joint venture
	
	
	

	share of gross assets
	-492
	-777
	-731

	share of gross liabilities
	1713
	3020
	3651

	
	
	
	

	Accruals and deferred income
	
	
	

	Deferred grant income
	1414
	1195
	1410

	Other deferred income
	30157
	30603
	41248

	Total deferred income, out of which
	31571
	31798
	42658

	Company´s 
	8176
	5200
	6703

	
	
	
	

	Net Assets, out of which
	107936
	114950
	124692

	Company´s 
	67187
	76038
	85387

	
	
	
	

	Capital and reserves
	
	
	

	Share capital
	25977
	25977
	25977

	Company´s share capital
	25977
	25977
	25977

	Other reserve
	500
	500
	500

	Profit and loss account
	81459
	88473
	98215

	Company´s profit and loss account
	41210
	50061
	59410

	Shareholders´ funds, out of which
	107936
	114950
	124692

	Company´s 
	67187
	76038
	85387


Figure 7. MU key financial and economic ratios in comparison with the European industry average, Barcelona and Roma

	
	1999
	2000
	2001
	Barcelona

2001
	Roma2001
	Industry

2001

	Liquidity
	
	
	
	
	
	

	Current assets/Current liabilities
	0,73
	0,44
	0,23
	0,83
	0,72
	0,93

	Acid test (Cash, banks/ CL)
	0,53
	0,15
	0
	0,52
	0,28
	0,19

	
	
	
	
	
	
	

	Debt
	
	
	
	
	
	

	Total debt / Total assets
	0,42
	0,40
	0,43
	0,22
	0,71
	0,74

	Short term debt / Total debt
	0,97
	1
	0,99
	0,72
	0,81
	0,56

	Financial expenses / Turnover
	0
	0
	0
	0,01
	0,1
	0,03

	Financial expenses / Loans
	0,06
	0,06
	0,05
	0,05
	0,07
	0,05

	
	
	
	
	
	
	

	Assets management
	
	
	
	
	
	

	Turnover / Assets
	0,59
	0,60
	0,59
	0,47
	0,51
	0,48

	Turnover / Fixed assets
	0,84
	0,73
	0,65
	0,55
	0,74
	0,61

	
	
	
	
	
	
	

	Performance
	
	
	
	
	
	

	Profit player trading / Net profit
	0,13
	0,13
	0,15
	8,1
	21,2
	13,2

	ROI (EBIT / Assets)
	0,11
	0,08
	0,10
	-0,16
	-0,08
	-0,13

	ROE (Net profit / Equity)

	0,14
	0,10
	0,12
	0,08
	0,01
	0,05

	
	
	
	
	
	
	

	Investors ratios

	
	
	
	
	
	

	Earnings per share
	5,9
	4,6
	5,8
	-
	-
	-

	Dividend cover 

(Net profit/ dividend)
	3,3
	2,4
	2,8
	
	
	

	Dividend / Net profit
	0,30
	0,41
	0,35
	-
	-
	-

	Dividend / Share capital
	0,18
	0,19
	0,20
	-
	-
	-

	Yield (Dividend / Equity)
	0,04
	0,04
	0,04
	
	
	


Figure 8. MU staff costs information

	Staff costs
	1999
	2000
	2001

	
	
	
	

	Average number of employees during the year, including directors

	Players
	49
	64
	72

	Ground staff
	53
	58
	60

	Ticket office and membership
	22
	24
	23

	Catering
	137
	135
	136

	Merchandising
	112
	113
	90

	Administration and other
	125
	132
	155

	Average number of employees
	498
	526
	536

	Temporary staff on match days
	1150
	1275
	1346

	
	
	
	

	Employee costs, including directors
	
	

	Wages and salaries
	33304
	39977
	44590

	Social security costs
	3254
	4318
	4861

	Other pension costs
	407
	496
	551

	Total
	36965
	44791
	50002

	
	
	
	

	Remuneration of directors
	
	
	

	Salaries
	754
	816
	792

	Bonuses
	480
	413
	358

	Benefits
	73
	59
	62

	Pension contributions
	80
	83
	83

	Total 
	1387
	1371
	1295


QUESTIONS:

1-Assess the evolution of MU’ from an economic and financial perspective.

2-What is the impact of the evolution in players’ costs on the MU well-being?

3-What is your opinion about the MU financing and dividend policy? 







� This case study was written by Irina Cojuharenco, with the collaboration of Oriol Amat (UPF).


� February 8th 2001, survey taken from 7.303 people in six European countries.


� Owen, D. (2001): “Why Man Utd must win to score financial goals”, Financial Times, October 6.


� In the majority of the clubs EBIT is negative but Net profit is positive because of Extraordinary profits coming from player trading.


� A lot of European clubs are not public companies and do not pay dividends.
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