APPENDIX 1

Timeline

Misleading /
Date Details Relevance dishonest?
01-Jan-01 Ronald de Boer becomes entitled to a payment in the year of assessment 2000/01 of £276,365 which ultimately must be grossed up to give an assessable |Earliest date at which this PAYE liability existed No
£460,608 had PAYE and NIC been levied on it at this time. [Summary Warrant]
31-May-01 Ronald de Boer becomes entitled to a payment in the year of assessment 2001/02 of £278,629 which ultimately must be grossed up to give an assessable |Earliest date at which this PAYE liability existed No
£464,381 had PAYE and NIC been levied on it at this time. [Summary Warrant]
01-Jan-02 Ronald de Boer becomes entitled to a payment in the year of assessment 2001/02 of £282,422 which ultimately must be grossed up to give an assessable |Earliest date at which this PAYE liability existed No
£470,703 had PAYE and NIC been levied on it at this time. [Summary Warrant]
31-May-02 Ronald de Boer becomes entitled to a payment in the year of assessment 2002/03 of £280,076 which ultimately must be grossed up to give an assessable |Earliest date at which this PAYE liability existed No
£466,793 had PAYE and NIC been levied on it at this time. [Summary Warrant]
30-Aug-02 Tore Andre Flo becomes entitled to a payment in the year of assessment 2002/03 of £1.15m which ultimately must be grossed up to give an assessable fig|Earliest date at which this PAYE liability existed No
£1,916,666 had PAYE and NIC been levied on it at this time. [Summary Warrant]
molesgpr of financial problems
No
12-Nov-03 LY Fy AYaSNylFt SYIFAf 662 (GKS DNRBdzZLIQa | dzYky wSaz2dz2NOS YIFyl3ISND LIy aOa NDemonstrates knowledge of how the Trust would nee
the Trust as the Revenue can attack any such arrangement as simply replacing an existing contractual right and tax it as if it had never happened, so no sajwork to be tax efficient - it is not how they would work
200dN®» hyteé RAAONBOGA2YFNE o02ydzaSa &K2dzZ R 65 &dz2S0G G2 G(KS ¢ NHzad | NNIpractice No
He is a Chartered Tax Adviser and a former Inspector of Taxes. It shows his professional understanding of the legitimate scope of the scheme as a tax-sav
This is not how the scheme would ultimately be used. [FTT]
Early 2004 HMRC begin their enquiries into how the EBT scheme actually works. [FTT] HMRC discovery starts No
27-Jan-04 TRFC issue their financial statements for the year ended 30 June 2003. They contain disclosure of 'Contributions to Employee Trust' of £6,791,000 (2002: 4First year it was conceivably appropriate to disclose a NoO
but no disclosure relating to related contingent liabilities or provisions for tax on payments made this way. [Companies House] risk/probability had changed
14-Jun-04 TRFC officials are informed that HMRC had opened up an investigation in regard to their tax return of 2000/2001. HMRC investigation starts
No
20-Jul-04 In a reply to HMRC, Mr Red (McMillan) states: Demonstrates knowledge of how the Trust would nee
b2 KSNB 062ydzaSa FNB LINRPOGARSR LlzNBdz yid (G2 O2y iGN} OldzZ t GSN¥YazZ &dzOK 06 2y dzgwork to be tax efficient - it is not how they would work No
the legitimate scope of such schemes as a tax-saving measure. practice
Prior to 13 October 2004 | TRFC auditors release their Key Issues Memorandum for the year ended 30 June 2004. It contained the following: First date at which it is clear that the auditors may hav
‘We have not reviewed in detail the legal documentation for each of the transactions and we are therefore unable to form a view on their effmienar. we have |been mislead as to the issues around the tax planning
been informed that, to date, there has been no challengg the Inland Revenue on this scheme. The Inland Revenue has however challenged a similar schel
McDonald v Dextra Accessories Limited which resulted in the courts ruling in favour of the taxpayer. Given this information, we have accepted that there is
tAlLOoAfAGEY O2yiAy3aSyid 2N 20KSN¥A&SET 6KAOK NBldzANBa G2 0SS NBFt SOGSR A
The Key Issues Memorandum for year ended 30 June 2004 would have been prepared some months after the year-end. The management of Rangers wou YES
6 NS 2F GKS SylidANE Ayi2 (KS a0OKSYS o6& law/ GKIG 02YYSYOSR Ay Wk ydz
wS@SydzS 2y (KAa aOKSYSQ® hy 2yS tS@St 2F AYGSNLINBGFIGA2y T Iy SyljdANE H
of the enquiry at this stage.
[FTT]
13-Oct-04 TRFC issue their financial statements for the year ended 30 June 2004. They contain disclosure of 'Contributions to Employee Trust' of £7,252,000 (2003: 4Second year it was conceivably appropriate to disclos POSSIBLY

but no disclosure relating to related contingent liabilities or provisions for tax on payments made this way. [Companies House]

risk/probability had changed
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APPENDIX 1

Timeline

09-Nov-04

Prospectus lodged for upcoming share issue at Rangers. Makes it clear that dissappointing financial results are the main reason and includes the June 200}
Includes the following statement:

‘Significant changes - Save as disclosed in this document or as referred to in the Chairman's letter, there have been no significant changes in the financial g
position of Rangers since 30 June 2004, the date to which Rangers' latest financial statements have been published.'

While technically correct, as noted elsewhere by this time the financial statements themselves were becoming misleading.

It also includes:

‘Litigation - Neither the Company nor any of its subsidiaries is engaged in any legal or arbitration proceedings nor are aware of any such proceedings pendi
threatened of which any of the Company or its subsidiaries is aware either being brought by or against the Company or any of its subsidiaries which are ha
have a significant effect on the Company's financial position.'

Again things had not quite gotten to the point of recovery action at this time, though that had largely been as a result of attempts to obfuscate the workings
Remuneration Trust workings from HMRC which delayed the inevitable recovery actions once that did find its way into HMRC's hands. [Prospectus documg

Financial troubles had lead to this situation and it
becomes clear that TRFC will look to raise money fro!
fans to improve the situation which has accumulated
rather than Murray Group resources

POSSIBLY

From 2005 onwards

According to witness testimony of a HMRC inspector during this year on 'multiple occassions' HMRC enquired into the existence of side letters at Rangers
that there were none. Within the dissenting view on the FTT it states:
b2 KSy |a1SR WgKIG LINRP2SOdlA2yd 2N Ot Odz#g FdAzya KIS 0SSy LINRRIzOSR G2
0SYySTAGAQS GKS NBLX @& sFay WIiKSNB FINB y2 LINR2SOdGA2ya 2N OFf OdzAg FiAzya U
O2yiNROGdziA2Yy (2 GKS ¢NHzZaG YR G(KS ANrydAy3a 2F t2Fyas Ad 6l & NBLEASR {
FLILX & F2NI I f2Fy FNBY (GKS ¢NHZAGQT WeE¢KS t21y |Y2dzyid éla y2i aLISOATASRY
company has no control over the funds in the Trust and could not communicate wishes as to how they would like the Trustees to consider using their discre]
LR26SNE (G2 | LIXe& (GKS FdzyRad O2y(iNAO6dziSR (2 (KS ¢NHAGQT W, 2dz2NJ NBYI N) G KH
AYyO2NNBOGQT IyR Ww2S 0O2yidAydsS (2 NB2SOl (KS @AasS¢ (KFG GKSNB Aa I Ot St
there is no control by the Company of either the Trust, the Trustees or Deepwater, it will become self-evident that there can be no link between the contribu
¢NHza G FyR t2Fya (G2 GKS SyLit2885aQT (KIFId GKS 02YYSyia 6SNB Wy2yaSyaiol
The dissenting view in the FTT would conclude:
gLG ¢2dzA R FLIISHFNI GKFG GKS aARSTE SGGSNE 6SNB FOGAgSte O02yOSrHt SR Ay G
regarding the basis of determining the amounts to be contributed to the main Trust and the sub-trusts. The side-letters also evidence the existence of some
contractual agreement between the employer and the employees.' [FTT]

Evidence of what HMRC will refer to as Fraud or Negl
begins

YES
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Timeline

07-Apr-05

08-Sep-05

A letter dated this date from lan MacMillan at Murray Group on behalf of TRFC to HMRC indicates that after conducting an investigation relating to a specifi
from HMRC, no side letter exists. This transpires to be false. These representations would later form HMRC's proof of deliberate or fraudulent behaviour to
taxes that allowed them to go back more than the normal 6 years as explained in their letter of 20 May 2011

Outright false representations made which will be
important to the later recovery on Fraud/Neglect grou

YES

Indicator of financial problems

No

¢KS . 2FINR A& AYTFT2N¥SR o6& Iy AydaSNylFf YSyYz LINBLI NB
tFGSN) 3APSy G2 GKS Ce¢¢ g2df R O2y (NI RAOG (KA&A 6KSN
FlLYAfeée IAGSYy G(KS al@gAay3a Ay t! . 9 FyR bL/ fAFO6AEAL

>+ f]'b 04

Will later be claimed in court that it was 'not tax
avoidance' and statements taken as being evasive or
obstructive

YES

Prior to 9 February 2006

KIM for the year ended 30 June 2005 was not available to the FTT beyond the opening pages. [FTT]

Second date at which it is clear that the auditors may
been mislead as to the issues around the tax planning

POSSIBLY

09-Feb-06

TRFC issue their financial statements for the year ended 30 June 2005. They contain disclosure of ‘Contributions to Employee Trust' of £7,241,000 (2004:
but no disclosure relating to related contingent liabilities or provisions for tax on payments made this way. [Companies House]

Third year it was conceivably appropriate to disclose g
risk/probability had changed

YES

14-Feb-06

51.4m shares in Rangers are alloted [Companies House]

Share issue to alleviate the financial problems

Prior to 3 October 2006

TRFC auditors release their Key Issues Memorandum for the year ended 30 June 2006. It contained the following:

WCNRBY |y FdRAG LRAYG 2F @AS¢g ¢S KI@PS y2i FGddSYLWISR G2 2LAYyS 2y (KS ST
considered the relevant case law. To date, there has been no technical challenge by HM Revenue & Customs (HMRC) on the schemes. The Club have rec
from HMRC in respect of the accounting period to 30 June 2002, which asks for additional information in respect of the payments to the Trust in that year. A
HMRC has asked for significant amounts of documentation which has been supplied to them but no detailed technical challenges have been made by HMR
received confirmation from [Mr Red] that the text contained within letters sent to individuals outlining their award is in line with that approved by the Queens
6KSy (KS a0KSYS ¢4la SailoftAaKSR®Q

¢KS | dRAG2NEQ O2YYSyida Ay (GKS YS& L&a&dzSa aSY2NI yRdzy FNB (2 06S dzy RSN&
GKS YFGGSNE NBFSNNBR (G2 Ay (GKAA YSY2NIyRdzY A& FLIWINBLNARFGSE KI@GAy3 NBJ
was drafted, but the history of the enquiry indicated that HMRC was still in an impasse up until the autumn of 2007 in obtaining information from the Appellg
the impasse was broken with the materials discovered by the COLP enquiry, not by the co-operative disclosure as the auditors seemed to have given to un
wWS&LRR2YyRSyi(a adoYAd GKFG WiKS FdzRAG2NBR KFIR y2i 4SSy G(KS &ARS tSGiGSNAZ
ddzoYAaaAz2yaooe LG Aa y2a Of SINJ 6KSGKSNJ GKS FdzRAG2NAE KIFIR FOhGdz t &aA3akKia 4
2dzit AyAy3 GKSANI F gl NRQd C2NJ GKS &SFNJI SYRSR on WdzyS wnnnz GKS | dzRAG2NY
mpanzIanan G2 aNJtdNLX S FNRBY (KS wSYdzySNIdGA2Yy ¢NHzAG 61 a Wdzy NBfFGSR FNB
2y aNJtdzNLX SQ& GSNNAYylL{GA2Yy LI&YSyidz 6KAOK A& yFNNIGSR Ay Y2NB RSGIFAt
told an untruth on both scores, regarding the waiver of the right, and the loan being unrelated to the contractual payment on transfer. The auditors were alsd
GKS LI LISNB2N] F2NJ aNJtdNLX S ¢1a WYAEAEFARQE o6lyR (GKSNBF2NB gta y20 I g
have been treated by the Appellants with the same lack of candour as accorded to HMRC. The auditors did not seem to be privy to any (or much) of the dod
and had not formed a view on the scheme other than relied on what they had been told by the management.

It goes on to say in the finding of facts:

'The auditors of Rangers did not express an opinion on the efficacy of the trust scheme and relied on the information given to them by the management; the}
i2 S I f101 2F OFyR2dzNJ FNRY G(KS YIyl3SYSyid (26l NRa (KS | dZRAG2NE 208
advanced on the occasion of his employment being terminated.' [FTT]

Third date at which it is clear that the auditors may ha
been mislead as to the issues around the tax planning

YES

03-Oct-06

TRFC issue their financial statements for the year ended 30 June 2006. They contain disclosure of ‘Contributions to Employee Trust' of £9,192,000 (2005:
but no disclosure relating to related contingent liabilities or provisions for tax on payments made this way. [Companies House]

Fourth year it was conceivably appropriate to disclose

risk/probability had changed

POSSIBLY
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Timeline

Team was still strong and competitive as despite finarj

problems spending had continued at high levels on th No
team
16-Jul-07 City of London Police raid at Ibrox stadium where documents are seized relating to an investigation of irregularities relating to the transfer of Boumsong. Ini[EWSRUEIS U AV RGN EESN Nz VN No
seized is later provided to HMRC. [FTT] investigation changes
21-Sep-07 HMRC make a request for all documentation relating to Trusts 13, 38 and 63 (identifiable as Flo, de Boer and Moore). The information provided by RangerqProvides overt evidence of obstruction that is relevant|
omitted the side letters. Of the documents that are handed over, none of them contained side-letters - though they would be later recovered. The FTT dissefthe Fraud/Neglect approach that HMRC later adopt YES
opinion considered it to be highly probable that Mr Red (McMilllan) had deliberately removed the side-letters from the files. [FTT]
28-Sep-07 HMRC initially issued RFC with Regulation 80 and Section 8 Decisions in respect of Moore, Flo and De Boer on 28 September 2007 First attempt at settlement of the ultimate liability by No
HMRC
In October 2007 ¢KS /h[t O2yadzZ SR law/ [/ NAYAYLFt Ly@SadaArardazy {SOGA2y 2y GKS YI SN HHMRC becomes aware of the use of side letters which
October 2007 of a side letter in a file that was seized. It was then that the Respondents became privy to information, hitherto unavailable, on how the trust s TRFC have denied using and not provided when requ YES
being used within Rangers. [FTT]
23-Oct-07 TRFC issue their financial statements for the year ended 30 June 2007. They contain disclosure of ‘Contributions to Employee Trust' of £4,988,000 (2006: |Fifth year it was conceivably appropriate to disclose a: POSSIBLY
but no disclosure relating to related contingent liabilities or provisions for tax on payments made this way. [Companies House] risk/probability had changed
26-Oct-07 RFC appeal the assessments under Regulation 80 and Section 8 from four weeks earlier First indication TRFC disputed that tax was due on thq No
DOS use
In December 2007 TRFC dispute with HMRC put on hold pending the outcome of the Aberdeen Asset Management case Liability still under dispute but no finding as yet and o No
hold
Team was still strong and competitive as despite finar]
problems spending had continued at high levels on th No
team
Pursuant to follow up questions from HMRC on the existence of side letters long denied 'Mr Red', believed to be lan McMillan, replied to the s20 notices asjWill be used as clear evidence of the obstructive and
"your belief in the existence of documents demonstrating how amounts contributed to the Trust are determined is irrational and unfounded. | cannot help wijdishonest approach taken to dealing with HMRC whicl YES
fantasies and the production of a S20 makes no difference to this". He was unaware at the time that HMRC now held the documentation seized that indicatqthey will later describe as ‘tantamount to fraud'
presence of the side-letters that had long been denied by TRFC.
TRFC issue their financial statements for the year ended 30 June 2008. They contain disclosure of ‘Contributions to Employee Trust' of £2,291,000 (2007: |Seventh year it was conceivably appropriate to disclo POSSIBLY
but no disclosure relating to related contingent liabilities or provisions for tax on payments made this way. [Companies House] risk/probability had changed
19-Jan-09 Lloyds conclude their takeover of the troubled HBOS banking group [Various Press] Marks a steep change in fiscal control beyond the mo
relaxed banking arrangements enjoyed under HBOS No
Indicator of financial problems No
11-Jun-09 I y23A0S dzy RSNJ { OKSRdzx S oc C! wnny 6lF& A&adzSR 2y MM WdzyS wnnd 6AGK K 4Further evidence now at HMRC's use to understand ti No
relating to the ongoing tax dispute. use of DOS
13-Jul-09 In the process of responding to a Third Party Notice under section 20(3) of the Taxes Management Act 1970 in connection with Murray Group of the EBT sqProvides the side-letters that determine the Aberdeen
Murray Group provided two documents (side letters) that were connected to the payments made through DOS in addition to the documentation requested. JAsset model of settlement not appropriate here as it ig YES
the letters dated 30/8/00 and 23/11/00 for Tore Andre Flo and Ronald de Boer. PAYE/NIC avoidance instead
Indicator of financial problems No
16-Dec-09 TRFC issue their financial statements for the year ended 30 June 2009. They contain disclosure of 'Contributions to Employee Trust' of £2,360,000 (2009: 4Eighth year it was conceivably appropriate to disclose POSSIBLY
but no disclosure relating to related contingent liabilities or provisions for tax on payments made this way. [Companies House] risk/probability had changed
20-Dec-09 Issue and allotment of new shares in TRFC is announced. Those subscribing for the debenture shares would ultimately lose their investment. Share issue to alleviate the financial problems No
07-May-09 TRFC eventually provide the remaining documentation that is ultimately used in evidence for the FTT TRFC belatedly start cooperating with HMRC No
Indicator of financial problems
POSSIBLY
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Timeline

27-Apr-10

Rangers confirm publicly they are under investigation by Her Majesty's Revenue and Customs (HMRC) over offshore payments to players from 2001. Rang

Matters now enter the public conciousness and footbg

should be agreed

side letter existence in 2005. Also confirming what was communicated verbally to HMRC on 18 February 2011.

will "robustly” defend the case on the basis of expert tax advice. fans and regulatory bodies alike become aware No
The Aberdeen Asset Management Case is concluded ended RFC's suspension of the 'Wee Tax Case' liability (relating to DOS use) Marks the end of TRFC moratorium on dispute of the
which had been put on hold pending the outcome in No
December 2007
In November 2010 HMRC contact TRFC to arrange settlement for de Boer and Flo tax initially based on DOS being a sham but then later, as result of side letters, treating it asfHMRC now seek to reach settlement with TRFC No
PAYE.
02-Nov-10 TRFC issue their financial statements for the year ended 30 June 2010. They contain disclosure of '‘Contributions to Employee Trust' of £1,358,000 (2009: {Nineth year it was conceivably appropriate to disclose]
but no disclosure relating to related contingent liabilities or provisions for tax on payments made this way. [Companies House] risk/probability had changed and once again the mattd
has significantly altered. Would appear that the audito|
were mislead here. It would appear that by this date th
amount would meet the definition of a provision (a
I|ab|||ty‘of ur?certa|r.1 t|m|r?g or amount) ngd require to b POSSIBLY
recognised in the financial statements if it was 'probaj
that an outflow was needed to settle the DOS liability.
Even if not considered probable it should certainly ha
been a contingent liability disclosure.
26-Nov-10 Cross examination of former finance director Donald Mcintyre in the Craig Whyte trial indicates presence of a letter of this date confirming Rangers (IL) accqlf this is accepted as accurate then it is possible the
for the £2.238m due to HMRC for the Discounted Option Scheme operated by the club, for payments to Ronald De Boer, Craig Moore and Tore Andre Flo. |liability had been agreed ahead of the 31 December 2
O2yFANNSR I WE&ARS fSGGSNR o6& dzaSRed 2KSy &a&1SR AF lyeé LIeYSyid ol & Yl Hdatefordisclosure. See 1 April 2011 for accounts acty No
asks for a reply on the liability by 31 December [Craig Whyte Trial] produced.
Also on this date HMRC offer Rangers settlement on the same terms as the Aberdeen Asset Management Case [The Offshore Game]
31-Dec-10 Date at which 'payables’ that are overdue and unpaid need to be disclosed under Article 50 for UEFA licence application purposes Relevant to UEFA licence and whether it should be isjued No
10-Jan-11 HMRC write to MIH after reviewing all the case documentation and the side-letters in particular. HMRC advise that the computation of the liability would chaOld settlement terms now off the table and new terms
650l dzaS GKS LI evySyia ¢2dd R KIS (2 0SS AINRPaaSRmdz)s Fa GKS LI I &@SNE 6 S NHbeprovided No
In February 2011 Saffery Champness prepare their 'Project Charlotte' report on the finances of Rangers which includes consideration over the lack of ‘contingent liabilities nojMakes it clear to new Board the problems with the YES
historic financial statements. historic accounts.
10-Feb-11 HMRC write to MIH (acting on behalf of RFC) with an offer to settle tax due from 2000 to 2003 in respect of remuneration payments made by Rangers FootfRevised settlement terms now available with grossed
Ronald De Boer and Tor Andre Flo, based on the outcome of The Aberdeen Asset Management FTT. The settlement figure was disclosed at the criminal tr§figures. TRFC now aware that previous obfuscation is
Whyte as £2,238,559.91. [Craig Whyte Trial] known by HMRC. Delayed again for QC advice. No
The same day, HMRC met with MIH and RFC representatives and presented them with the side-letters and correspondence from MIH denying their existen
and Club representatives requested more time to seek legal advice on their options going forward. [HMRC Testimony to Points of Claim 21/3/12]
18-Feb-11 aAlS aODAff 2F alLl OSNbBlIffée O2yFANNVSR | OOSLIikyOS 2F GFLE oAff G2 | aw/ [Finalterms of settlement first appear to have reached
& Flo viz the club had a DOS/VSS tax liability. agreement by both sides.
"I received a call from Mr McGill of MIH on 18 February 2011....during this conversation Mr McGill stated that he had 'spoken to Andrew Thornhill about my No
and that in the cases of De-Boer and Flo they [the Club] agreed'. By this he meant that he accepted that there was a liability to HMRC". [HMRC Testimony t
Claim 21/3/12]
23-Feb-11 HMRC wrote to MIH on 23rd February 2011 to agree quantum and arrange payment. HMRC also confirmed their right to pursue tax due outside the normal]Written confirmation of the above sent by HMRC No
period on fraud or negligence grounds.
24-Feb-11 TRFEC hold meeting with Counsel on settlement of the 'Wee Tax Case' bill More detailed meeting with the QC takes place No
03-Mar-11 Andrew Thornhill QC who had acted as Rangers' Legal Adviser confirmed earlier verbal advice in writing that RFC should pay up as they had no defense a§Formal confirmation provided by TRFC that settlemen No
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Timeline

time between the submission of misleading financial
statements and an Auditors statement that doesn't
represent the factual situation and the grant of the
licence.

14-Mar-11 An MIH and RFC representative Mike McGill telephones the designated HM Inspector of Taxes, confirming that the RFC Board had discussed the situation|Meeting to arrange terms of settlement of the liability
seek a solution - to 'find a way to solve the position on DOS'.. The Board asked that the parties should meet to facilitate such a resolution. [HMRC Testimon No
Claim 21/3/12]
21-Mar-11 At a Takeover Meeting before a HMRC meeting Wavetower were told payment had to be made of the PAYE liabilities (£3.2m) prior to 31st March (deadline]Liability quantum is agreed, though terms of payment
license). [Email from Liam Murray] penalties still to be arranged, though it is not unusual
¢KS alrYS RIFeéZ law/ YSSi ¢wC/UYa aODAffd IS O2yFANNVA (GKS Of dzo Qa | OOS L Hespecially when takeovers are likely - that HMRC will
had not been considered by HMRC. The latter only had incontrovertible side letter proof in regard to the aforementioned players (a payment to de Boer). HNflexible on those so long as cooperative. Settlement
told the payment was totally dependent on the Bank agreeing to fund it, but as long the liability was paid, or a contract to pay was signed, HMRC could be fllappears dependent only on availability of finance No
timescale to pay. An agreement is reached between HMRC and TRFC that, assuming the bank will finance the payment of the tax liability, an agreement wi
settle up the liability. This would be effectively written settlement terms allowed under UEFA FFP regulations. HMRC would not insist upon urgent payment
days acceptable) as long as the contract was signed. The contingency plan for season ticket money in event of an insolvency event was run past HMRC ald
meeting 21/3/11]
30-Mar-11 DN} yi ¢K2Nyid2ys ! dRAG2NAR (2 wC/ X LINRPOARS | fSGGSNI Ay &dzlll2 NI 2F wC/ QZWould appear that the auditors were mislead here. It
GoAlK G(GKS SEOSLIIiAZY 2F (KS O2yiAydiAy3d RA&OdzaaAZY 0SG6SSy | a wS@OSydzS Hwouldappear that by this date the liability was not
That statement is at odds with the known positions of acceptance of a liability on 18 February 2011 and agreement as to the amount on 21 March 2011 betypotential at all having been agreed and only settlemen
aLl FyR wC/ FyR GKIG LIe&YSyid 6Fa& RdzSd® b2NJ A& GKSNB lyé AYyRAOFGAZ2Y 27T |termsand penalties to be arranged. By this date the VES
amount would meet the definition of a provision (a
liability of uncertain timing or amount) and require to bj
recognised in the financial statements.
Indicator of financial problems
POSSIBLY
31-Mar-11 The cut-off date for submissions for UEFA licenses passes. Timing is relevant to matter of overdue payables. No
01-Apr-11 The RFC half yearly reports to December 2010 are published. The Chairmans statement includes a note that: This treatment in terms of the figures is consistent witl
"The exceptional item reflects a provision for a potential tax liability in relation to a Discounted Option Scheme associated with player contributions provision for the liability and interest and the accounti
between 1999 and 2003. Discussions are continuing with HMRC to establish a resolution to the assessments raised.” treatment is now caught up with events. The desciptio|
The P&L includes an Exceptional ltem of expenditure of £1.87m and a note explaining: relation to the liability as 'potential' seems inconsisten
"The exceptional item reflects a provision for a potential tax liability in relation to a Discounted Option Scheme associated with player contributions between]with established facts. Even accepting payment terms
2003. A provision for interest of £0.9m has also been included within the interest charge." [Published Accounts] penalties had yet to be agreed on all sides, the outflo
economic benefit was by now certain and certainly ab
probable. Under the 'subsequent event' rules this wou
simply have to be reflected as an 'adjusting’ event giv4 YES
that it simply provides more certainty to an event that
already occurred (the non-deduction of PAYE) at the J
December 2010 date. The Auditors would not have ug
this description had they been aware of the full extent
the position with HMRC.
02-Apr-11 The RFC chairman, interviewed by J Traynor and K Jackson of the Daily Record following the publication of the accounts on 1 April 2011, is quoted regardi|While a clearly misleading statement, it has little impa
aLéAy3a Al aKF& 2dzad FNR&aSy Ay (GKS flLad O02dz2d S 2F Y2y iKawdéd Ly | &SLI Nonthe HMRC discussion but serves to present a diffe
6SS14a 32¢ @ NX2dza t NBaase public position including to the SFA and auditors. It m
be that this is the grounds on which a 'fit and proper'
ruling for Mr Johnston is outstanding. It occurs at a vit YES
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Timeline

19-Apr-11

05-May-11

The SFA grant Rangers a licence to play UEFA football for the 2011/12 season. The Licensing committee would be Chaired by Rod Petrie and also include

Dickson (who had administered the DOS/EBT schemes on behalf of Rangers) in its members.

David Horne received a demand for £2.8m from HMRC for the 'Wee Tax Case' to be paid within 30 days. When later asked in the trial how HMRC got the
(whether they were given to HMRC or not) Horne replies that they were found by HMRC as a result of the 'Big Tax Case'. He concludes that the £2.8m bill
and the meeting with the QC sought sooner because the ‘club didn't have the money to pay it at the time'. In this letter the liability is described by HMRC ad
(with Mr Mclntyre) and awaiting signed acceptance but that some grace was being allowed given the expected takeover. It sets a 16 May 2011 deadline for
offer before actions to be taken for recovery. [Craig Whyte trial]

The licence is granted by a Committee on which Andr
Dickson (who helped administer the Trust schemes) i
member and still in an active role at Rangers. The cor
of interest alone appears a problem, but if the Licensit
Committee was truly unaware of the DOS liability bein|
agreed liability (provided for given uncertain timing) at
this point despite the disclosure in the financial
statements as such (even accepting the misleading
‘potential’ description) and having a person responsibl
for administering it as a member, it looks very bad for
level of scrutiny actually applied or the honesty of thod
giving it.

POSSIBLY

HMRC's patience for written acceptance of the payme|
and settlement terms appears to be wearing thin desp|
the ongoing takeover negotiations at this time.

05-May-11

09-May-11

{SSYAy3te& dzyl ¢ NB 2F |l aw/ Q& tSGGSNI G2 aLl 2y GKS &alFYS RIFEGST 52yIFtR ad
dzLIRF GS 2y GKS G11S520SN® law/Qa tSGGSNI YR aOLydeNBQa SYIAt NBFSNByOS
the 21 March 2011 meeting and therefore no further agreement by the Bank to pay the liability had been arranged since - consistent with later recovery acti
HMRC. This would indicate there was no written agreement to extending payment deadline signed prior to the licence cut-off date of 31 March 2011 should
be considered a payable at that date

It is clear at this point no written agreement relating to
extending payment terms is in place before the 31/3/1]
reporting date.

Craig Whyte completes his takeover of Rangers [Various Press]. As part of the terms of the Share Purchase Agreement, Wavetower undertook to provide £
satisfy the DOS liability. That sum was to be held by Collyer Bristow (solicitors to Wavetower) on trust for the sole purpose of satisfying that liability. The Clt
call for the money when the debt was due and payable and had to apply it for that purpose. The whole purpose of the arrangement was that the DOS liabilit
paid out of sums specifically provided for that purpose. Without the DOS liability owed to HMRC - this would not have been provided to the Club. [HMRC Tt
Points of Claim 21/3/12]

Craig Whyte engages financial advisors MCR Business Consulting (who are later taken over by Duff & Phelps) to assist with financial planning and forecas!
Grier will play a prominent role. A specific piece of work was identified to liaise with HMRC about the DOS tax liability and prepare time to pay proposals. [M
Engagement]

No

Appears recognition in the form of an Escrow account
the amount requires to be settled prior to the take-ove|

Appointment appears to be aimed at delaying and
deferring actual settlement of tax liabilities. TRFC wou
by this time begin to stop making regular payments of
VAT and PAYE as Whyte set about minimising his ow
investment in TRFC, which by now was entirely deper]
on European results and player trading to remain a g9
concern.

No

11-May-11

Meeting takes place between HMRC and Rangers. The meeting was attended by Donald Mcintyre and Stephen Clancy and David Grier of MCR. HMRC wi
position of the £2.8m to drift, and may consider the penalty position if this was to occur. A payment to account would be taken into consideration in assessir|
of penalty loading. [Meeting minute]

HMRC would note that this was the first meeting in negotiations with the appointed representatives of the new owners of RFC in an attempt to reach settlen
without recourse to issuing a formal assessment. [HMRC Testimony to Points of Claim 21/3/12]

HMRC remain unwilling to let the liability settlement drf
and appear wary of the new regime in trying to
renegotiate a settled position.

No

16-May-11

Further letter sent to TRFEC by HMRC, but contents unknown [referenced in the letter of 20 May 2011 in the Summary Warrant]

Can not comment
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Letter marks a significant change in circumstances - b.l
appears that SFA were not made aware. This marks t
time at which the payment terms are definitively locke
unless appealed with HMRC seemingly unwilling to
continue trying to reach settlement terms by negotiatig

YES
SFA notifies UEFA of Scottish Clubs granted UEFA licences Rangers are granted a UEFA licence No
31-May-11 David Greer of MCR working on behalf of Rangers, meet with HMRC over "wee tax case" liability. Ongoing attempts to reach payment terms that TRFC
manage within its limited financial projections No
06-Jun-11 Grier writes to HMRC acknowledging receipt of the 20 May 2011 letter from HMRC, with a proposal to submit an initial amount of £200,000 to HMRC in resjAlternate proposal to the fixed demand (still within
DOS liability and revert to them by 17 June 2011 with a formal proposal in respect of the balance. appeal time) made by TRFC but as liability is already
agreed any appeal would seem futile. Meeting the
payment demands of TRFC would severely impact thd No
cash flow needs of the club which is dependent upon
European Revenues to continue.
13-Jun-11 YSY ht @SNNI Y3 CAYlFLYyOAlt /2ydNRtEtSNI G wC/ 3 SYFAfta /NYAI 2Ke3GS 02y T A NMRangers are preparing for the 30 June 2011 by this tir}
KI @S y2 20SNRdzS cz22dGo0ltft treloftSa Id GKS SyR 2F WdzySodé LG A& yz2il 6t S |and actions at this time have cash flow implications ad No
self certification process, relying on good faith in the submission. Submission is required by 8 July 2011. key driver, with passing UEFA scrutiny vital to these of
the coming months.
14-Jun-11 Management accounts up to 31 May 2011 include an update on the tax liability issues. HMRC will not let the Wee Tax Liability 'drift' though MRC (advising | There continues to be no dispute that TRFC are liable|
would prefer to roll it into the EBT payable. At this this point 'very reasonable' prospects of success in the EBT case were anticipated. negotiations on keeping things going are now key.
Renegotiating terms for a bigger accumlating tax bill W No
the Escrow funds used to make a goodwill payment is|
viable means to this.
15-Jun-11 Ken Olverman presents the latest Management Accounts to the RFC Board. There are several references to the DOS liability, including the meeting with MqFurther evidence that steps were being taken to get a
on 11 May, flnvindication that the £2.8m Iiabjlity would not be paid before the financial year end (June), that any payment on account might reduce the penajsettlement arrangement in place for the upcoming No
F LI ASR 6& law/ 3 FyR GKIFG a/wQad RSAANB 41 & (G2 6NI L) GKS 5h{ [AlFo6Af A& |monitoring point and that non-payment may well have
been a means to that end.
17-Jun-11 Date at which MCR said it would come forward with a plan to settle the remainder of the Wee Tax Case liability in letter of 6 June Date given to HMRC passes without an agreed plan af No
the monitoring point approaching.
20-Jun-11 law/ NBFSNNBR (KS OFrasS FyR daS3aySyia Aa&8dzSR 2y wn al@& wnmm G2 {KSA NThisappears to have been a spanner in the works for
permitted 30 day period. preferred approach of an offer to settle and a significal No
payment using the Escrow funds.
30-Jun-11 Email from Keith Olverman (finance director of Rangers) to Craig Whyte (CC to Claire Rinkes) indicating that the liability would be disclosed to UEFA on thgAs no agreement had been reached on deferring payry
return, but it would be marked as "postponed ‘awaiting scheduling of payments". itis unclear why this felt appropriate but it is essential No
pass the June scrutiny in the current position.
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3. HMRC were aggrieved no payment had yet been made towards the liability and expected some before the 22 Aug 2011 planned meeting; and
4. A PAYE audit by HMRC had been scheduled.

30-Jun-11 2nd Submission date for monitoring period on UEFA licences - This date marks the first of two monitoring points in the UEFA Licencing cycle, where any cijHad the correct disclosure of status been made at thi
d0Fddza 2F G2@0SNRdzS LI &lofSaé 2NJ 2GKSNI aAIYyAFAOLYyd SO2y2YAO T OG2NE & Hpoint, any punishment would be for subsequent years|
would be revoked, but is part of the monitoring period and any action found to be necessary would likely affect the following years. (and TRFC folded in the close season). It appears cle YES
though that disclosure was not made and this forms p
of the later charges brought by the SFA.
01-Jul-11 law/ gNRGS (2 GKS wC/ /2YLIlye {SONBOIFINRBZ FROAAAY3I (KFGZ Ay GKS I 6aSy dSuggeststhat HMRC had expected a payment prior td
with MCR on 14 July 2011 to discuss the issue. of June. From this point out the liability is locked in an
interest accumulating without challenge, no plan for
payment in place and the focus switches to penalties No
(HMRC appearing to have decided grace period for nq
owners is over).
14 to 21-Jul-11 Series of communications between TRFC and HMRC relating to player trading while tax remained unpaid This revolved around seeking payment and complaint;
that Rangers were spending on players while the tax
remained unpaid. Whyte was dependent upon Europg No
Revenues for TRFC to survive though, and players heg
that happen while paying tax bills do not.
21-Jul-11 David Grier emails Gary Withey to arrange a discussion on whether there might be any possible appeal opportunity of the liability already demanded. No agThis appears now to be using any delaying tactic avai
lodged at this date. Craig Whyte expresses annoyance at HMRC accusing them of being Celtic supporters. Only penalties can be appealed at this point.  |to simply hold off settlement until after the European NoO
Qualifiers which will determine if TRFC is a going con
28-Jul-11 HMRC send letter to Rangers setting out penalties for the Wee Tax Case liability acceptable to them that involves a £1.3m payment within 30 days if the off|At this point the liability for TRFC is increasing fast NoO
accepted within 14 days otherwise the full computed penalty. through failure to cooperate with HMRC.
28-Jul-11 David Grier holds a phone call with HMRC. HMRC confirm that the Wee Tax Case liability was already agreed and that any late appeal at this stage would JAll goodwill with HMRC now exhausted and Grier is s
applying to strike it out. trying to negotiate in order to delay the cash flow effeq
Discussed are:
1. Need for player investment to boost revenue streams
2. HMRC allowing a little time to agree a payment plan No
3. That HMRC would consider any out of time appeal at this point vexatious and resist it vigorously
4. That the club had previously accepted the assessment (see Feb/Mar 11)
5. That there is a 14 day window for appealing the penalties (see £1.3m full settlement offer)
6. That the PAYE audit relates to Davis and Papac
Sheriff Court Application made in Glasgow for recovery of the Wee Tax Liability in Glasgow by HMRC. Now clearly in default. HMRC now looking to protect its interests given concg No
about ability to pay
Warrant granted against Rangers for the Wee Tax Case liability Grant of this is the precursor to a very bad week for TRFC No
03-Aug-11 A defeat to Malmo means Rangers fail to qualify for the Champions League Cash flow projections take a massive hit and it is now
likely that TRFC is no longer a going concern. No
04-Aug-11 law/ K2tRa | y2G4KSNJ O2yFSNByOS Oltt gAGK a/wd 'y SYFAt OKFAYSEZ AydSNYI [The full extent of the problems is laid bare. What had
September without European income - No provision for £4.2m liability in cash flow forecast - Advised of summary warrant proceedings underway - PAYE Albeen a gamble to try and turn things around has been No
undertaken scrambled and with immediate cash pressure being
brought by HMRC.
04-Aug-11 Email chain from David Grier shows that as of this date the following was the case: At this point further investment into TRFC is in all
1. Rangers acknowledged without European revenues they did not have cash to last beyond September 2011 without further investment; liklihood throwing good money after bad.
2. There was now a £4.2m liability to HMRC but Rangers were contemplating appealing the penalty element but had not yet done so; No
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difficulties that TRFC had been dealing with.

10-Aug-11 When no payment was forthcoming Sheriff's Officers visited Ibrox Stadium to demand payment. Sheriff officers deliver the summary warrant to Amanda Mil| The cash flow crisis and tax issues become very pres
Craig Whyte in the public domain as this breaks in the news No
10-Aug-11 An email from Aegis Tax LLP on a proposed strategy for reaching agreement on repayment terms (liability already agreed) shows the seriousness and progAll avenues being considered to try and alleviate the No
former HMRC staff and Rangers fans to help negotiate. impending cash crisis.
12-Aug-11 MCR (David Grier) send an e-mail to HMRC to try and reach an agreement on a payment schedule. The club offers to pay the liability over the next 3 years|A further attempt to try and address the cash crisis No
enveloping the club.
12-Aug-11 Leaked emails from inside Rangers indicate that the warrant had caused some consternation and fraught attempts were underway to limit damage. Somew}At best it would seem this was considered a means to|
Gary Withey believes no one had seen the 20 May 2011 determinations, though David Grier (to whom the email was addressed) had already confirmed recand negotiate again. At worst a further attempt to misl| No
and delay.
14-Aug-11 David Grier updates Craig Whyte by email on the terms of the payment of the Wee Tax Liability that has been provided to HMRC. Effectively offering a payijIt would appear (given the Escrow acccount remained
of £250K and the rest to be paid over three years with interest and charges suspended. unused) that this would allow ongoing payments to No
hopefully get HMRC to ease up while keeping it out off
operational cash flows.
15-Aug-11 HMRC reply to MCR stating: - the payment schedule is not acceptable: HMRC by this point unwilling to negotiate where the
- 3 years is too long public purse bears all the risk of a business it believeq
- too much in the offer is speculative failing. Larger upfront payments and shorter timeframg
- sight of the cashflow is needed would be necessary. No
- no reduction or suspension of interest/penalties.
It warns: "Given that the club have agreed the liability is in fact due... it is in the club's interests to make immediate payment." It then states: "If the current si
ersists, HMRC will give consideration to enforcement for non-payment.”
As penalties not appealed the liability now due increages No
17-Aug-11 Further discussion with HMRC in leaked emails show that HMRC had issued Rangers with acceptable timeframes for a payment plan but that these had nojFurther attempted negotiation without any payment
agreed. Terms as set out are: takes place.
1. An immediate payment of £1m.
2. A time to pay proposal for no longer than 12 months. No
Rangers elect to negotiate suggesting:
1. An immediate payment to HMRC of £400k.
2. Monthly repayments of £200k from November 2011 for three months until January 2012.
3. Monthly repayment of £250k from February 2012 until September 2012.
22-Aug-11 Meeting between HMRC and Rangers suggests Rangers need to prove they are a viable business before HMRC will consent to defer payments and receiv§fHMRC clearly concerned that Rangers are going to fa|
front payment.v Suggests that the impendingASL’Jrr]mary warrant expiry endAis“u;’)coming which will result in thiAs be}:oming an insolyency evenAt. HMRC meet aJthat Rangers are not being upfront about their viability| No
wC/ YR al/w®d tKAf . Sduaz wC/ 5ANBOUZ2NE Aa dzylotsS U2 lFyagSN ljdzSauArzya
on the penal lied and various options that could be taken.
The possibility of Europa revenues that might help the} No
situation now disappears also.
26-Aug-11 In an email, Phil Betts of RFC mentions an HMRC comment that they thought what had happened under the previous regime was tantamount to fraud. Indication of the perceived level of deception that HMH
considers has been evident. No blame on this attribut YES
to the current regime.
26-Aug-11 wWC/ Q& dGSYLiia G2 FAYR | gl & 2dz2i 2F GKSANI AYYSRAIFGS RAFTFAOMZ GASa O2y (Thisis clearly untrue, but TRFC simply could not pay
was not seen by RFC, as the Financial Controller, Donald Mcintyre, had been suspended around that date. Withey was clearly unaware that MCR had ackr]in any case. The accumulated regular VAT, PAYE an( No
receipt of that letter in their own letter to HMRC of dated 6 June 2011. liabilities plus the DOS debt dwarfed what was held in
Escrow.
This marks the beginning of the end for TRFC as HMH
pursue collection No
HMRC issue arrestment order to ringfence cash to pay the £2.8m overdue payable in respect of the Wee Tax Case By freezing the cash, this deepens the cash flow No
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Indicator of financial problems

No
Indicator of financial problems
No
Saffrey Champness, who had taken on the role of tax advisors to RFC, eventually seek leave to appeal the penalty applied by HMRC but significantly out ofAt this point any appeal on penalties was well out of ti
time limit. An appeal was lodged by RFC against penalties, not on the £2.8 million core amount, but that distinction was not made clear to the SFA anyway but it would allow TRFC to say that an appeal No
been made.
VOSSN S e SR S RSN e e e S = Alarminglly little appraisal of the situation appears to h
30 June, and that no update in respect of Future Financial Forecasts (5 months before Rangers entered administration) was required. However he goes on [s[elf=Rlgl (R QIERe TR (LRI s f-Tel=Nel & (1191 3 N RS SN o] oY
light of Media comment, what the current situation was with regard to the tax liability, adding: have been in discussions on TRFC's behalf with UEF
"UEFA will be aware of the situation and a brief statement should satisfy their requirements. There is no indication that this will result in any follow up action [IeEls e RGIEETR: e Re S oI CRGER R o]T s ¢ {g[s]{=]y] POSSIBLY
as the Club Financial Control Panel already has a large number of cases to consider at its next meeting." provision in the accounts, the court cases and all the
behind the scenes efforts to keep things going on the
of it.
Indicator of financial problems NoO
Saffrey Champness, seek acceptance to submit a late appeal against the assessments raised on 20 May 2011. This application was rejected by HMRC wit§This served the purpose of doing something to claim i
provided by HMRC on 12 October 2011 was still being disputed before the end September daf POSSIBLY
Leaked emails show that Rangers were in discussions with the SFA (Ken Sharp) about how best to address the public spat with HMRC re licencing issues LIIERTCIIGET EI@ R IET TR E1E Tl o BE SRS
R NS R ERE TS el S on ol NS TGRSl e el N et rli sl s el SN lwould appear to be facilitating the creation of an
PR el o2 gt RS S S A EEEE EEERE S e EE S limpression at this point that either they knew was
no evidence of any sum having been paid towards the liability. Neither HMRC nor D&P make reference to any part payment ever having been received in tr [Igleeli=lqe]gsF=Ts REUTe RieN ool oI ATI I TN CR (R T (T POSSIBLY
submissions, or statutory reports. position to be able to understand despite the need to
publish information to address the situation.
30-Sep-11 Final submissions/declarations to UEFA for licence applications Rangers final submission is made. No
03-Oct-11 law/ ¢gNARGSE (2 wC/ FaljAy3d 6KSy (GKS &ddzva | NNBEAGSR Ay (GKS Of dzoQa . Iyl AHAurtherprssurefof paynte@lyHMiRai & A€ | 0 SNoNB ¢
04-Oct-11 Saffrey Champness hold a conference call with HMRC, after which they email a summary of the discussions to RFC officials. New agent now attempting to navigate the dispute,
presumably to buy more time, in place of MCR No
12-Oct-11 HMRC write to Saffrey Champness with full reasons for rejecting their request for a late appeal of the determinations dated 20 May 2011. HMRC described |[Demonstrates that HMRC considered the appeal to bdg
GOSEF{iA2dzAE D without merit and only for the purposes of facilitating § No
false impression.
19-Oct-11 Saffrey Champness emails RFC officials following a phone call with HMRC, expressing concern that, because the arrested funds had not been released, rof There appears to be no more road to delay by this poi
YIy2SdzNBE 61 & tAYAGSR® LG s6Fa& FOOSLIISR GKIG GKS TFTdzyRa O02dzZ R 65 dza SR (on the settlement of the tax liabilities. No
instructions to the bank.
21-Oct-11 A series of emails from Sandy Bryson (in charge of registrations at the SFA) indicates that there outstanding payables relating to the transfer of Kirk Broadf( ISR gle CETR RV Tn R VT (R o R TR o] Vid o VAT [0 [ox=11]
joined Rangers back in 2007 further irregularities with the filings made on player POSSIBLY

payables.
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22-Nov-11 Ken Olverman emails Craig Whyte outlining the issues facedin preparing their2012/13 licence applicationlt refers'back to'the DOS tax liabilitfinthe June AR GISR o I E=CINER G EVE=TRel sl N N ([oN = CIAWE R o1 o]
G6KAOK 6S RSHEO oAlGKE D LyOf dzRSa G(KS adlkdaSySyidy built for another UEFA licence for the following seasol
“ldeally the Going concern aspectof the Large tax case willbe resolved by then-Againanothertricky area where we need to determine in advance the SEA Elle Nal=te oIl (o Js AW (s 1) RS 2N E1g (To MU RN 0 [0 M o ISR [\VEE]
view, given the pressure they will undoubtedly be under regarding issuing a license. As required, | can investigate further with my contact at the SFA, espec Haleifisljii#

finer point once we have determined where we think we will be on the various requirements. This matter should also be discussed with Andrew [presumably

who was on the licencing committee and also involved in the administration of the DOS/EBT schemes] to determine his view and understandings to ensure

consistent with mine."

No

RFC provides the Bank of Scotland with instructions to release the £2.9M funds arrested in September. The funds were to be applied to the outstanding VA [gEV g SRV EVE R E SR ol s Rig LR I CIo R (V] g[e 1
the request of RFC. The DOS liabilities therefore remained outstanding. The funds on the Collyer Bristow remained there. towards the tax liabilities, but not the one that by now
had been outstanding in respect of DOS for over a ye

Conversation held between Stewart Regan, CEO of the SFA, and Andrew Dickson of Rangers in respect of DOS EBTS, where HMRC were pursuing the nc [REIQEIgEIE I sBAGIER Gl Gol TR 11 S @ (TRSTET o Ty lo =4
Lol s S NSRBI S TS E R NENR S SR TSN R SRS e e C o) el submissions when the information was all known but
Chairman/interim accounts while it ordinarily takes longer than 4 months to reach overdue collection status. seemingly not questioned at a time when it might havd
invited UEFA scrutiny.

POSSIBLY

Email chain from Stewart Regan to Ali Russell and Andrew Dickson of Rangers Oldco detailing the statement he wanted to release regarding the disputed r [I4ERilo eIyl lelaR{s]@= ool (e -1 WACTTo el To]g O g IT=1 f TN
tax bill being discussed by media. The statement contained the terms: Officers to run their press releases past member clubg
HX G A UK IKSHSEOS A2V 25 (I KS 02 Vi AydzA VS RAGO0dzaaA 2y 0 SUaSSY UKS /00 Y S I R Ca R U R RS N EC T T R )
contributions between 1999 and 2003 into a discounted option scheme.These amounts have been provided for in full within the interim financial statements [igsJiRI= o\ R AU U sz oF-Telo R (1141 AV oI CIAE
potential liability was under discussion by Rangers FC and HM Revenue & Customs as at 31st March 2011, it could not be considered an overdue payable [EETsMSELERREVEIEE R R RS el A AU
Article 50. We are satisfied that the evidence from all parties complied with Article 50 and, on that basis, a licence was awarded for season 2011-12". clear from the above timeline analysis that the statem
The statement never released as representatives of Rangers, permission from whom to release it was being sought, argued against its release. was demonstrably untrue in respect of the liability beir]
Craig Whyte -"this is crazy" ‘potential’ at the original grant, nor this situation updat
Ramsey Smith (PR): "only cause issues for themselves as much as Rangers" as it should have been in the two subsequent monitor
Ali Russell suggested alternative statement. Finishes with arrangements to meet up with the SFA for dinner at Hotel du Vin private dining rooms for further ([sfz1gfsls(H

2K GS@SNI wS3ly Aa (G2tR AY FRRAGA2Y (2 6KIFdG KS IFyR 540142y RA&0dzaaSR 2

POSSIBLY

Dinner at the Glengoyne private dining room of the Hotel du Vin between Craig Whyte (Rangers), Ali Russell (Rangers), Campbell Ogilvie (current SFA Pre [NoXs (ST RER Qo7 ol AW RN LR [IV=To el 1 I=]
former Rangers director and EBT recipient) and Stewart Regan (CEO of the SFA) proposed statement is never made by the SFA.

POSSIBLY

TRFC enter administration This marks the end of Whyte's short time involved and
collapse into insolvency of TRFC.

No
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FRS 12, Provisions Contingent Liabilities and Contingent Asset:

Overarching: Where, as a result of past events, thenay be a transfer of future economic benefits in

there is a possible obligation {there is a possible obligation
there is a present obligation |a present obligation that may}a present obligation where th

that probably requires a but probably will not,require gjlikelihood of a transfer of

transfer of economic benefits |transfer of economic benefits |economic benefits in
Probability: in settlement, in settlement, settlement is remote,

a provision is recognised no provision is recognised  |no provision is recognised

(paragraph 14); and disclosurl(paragraph 27); but disclosurq(paragraph 27); and no
are required for the provision Jare required for the contingen{disclosure is required

Treatment: (paragraphs 89 and 90) liability (paragraph 91). (paragraph 91).
Record the liability and You don't have to put the
associated expenses in the [figures through the accounts
accounts and include but you do need to include a

disclosures on what it is, the |'contingent liability' note
expected timing of payment, |explaining what it is, the
what the uncertainties are andestimated cost and any
In English: the main assumptions made Juncertainties about timing Do nothing

What Rangers di.d do: ) ) |

Year ended Jun-03 |
Year ended Jun-04 1 Did nothing
Year ended Jun-05 : Did nothing
Year ended Jun-06 1 Did nothing
1
1
1
1
1

Did nothing

Year ended Jun-07 Did nothing
Year ended Jun-08 Did nothing
Year ended Jun-09 Did nothing
Year ended Jun-10 Did nothing
Interim to Dec-11

Made provision and provided
partial but incomplete and
misleading disclosure, omittir}
the timing of payment and
uncertainties / assumptions
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FRS 12, Provisions Contingent Liabilities and Contingent Asset:

Overarching: Where, as a result of past events, thenay be a transfer of future economic benefits in

there is a possible obligation {there is a possible obligation
there is a present obligation |a present obligation that may}a present obligation where th

that probably requires a but probably will not,require gjlikelihood of a transfer of

transfer of economic benefits |transfer of economic benefits |economic benefits in
Probability: in settlement, in settlement, settlement is remote,

a provision is recognised no provision is recognised  |no provision is recognised

(paragraph 14); and disclosurl(paragraph 27); but disclosurq(paragraph 27); and no
are required for the provision Jare required for the contingen{disclosure is required

Treatment: (paragraphs 89 and 90) liability (paragraph 91). (paragraph 91).
Record the liability and You don't have to put the
associated expenses in the [figures through the accounts
accounts and include but you do need to include a

disclosures on what it is, the |'contingent liability' note
expected timing of payment, |explaining what it is, the
what the uncertainties are andestimated cost and any
In English: the main assumptions made Juncertainties about timing Do nothing

What Rangers ought to have done:
Year ended Jun-03

Do nothing - debatable since
HMRC had started enquiries
now, but no clear intent by

HMRC to pursue avoided tax

Year ended Jun-04
Contingent liability disclosure
TRFC are aware HMRC have]
opened an investigation now
and are aware that they both
are operating a scheme
McMillan describes as 'tax
avoidance' and has been
undermined in potential
efficiency by use of side-lette
too

Year ended Jun-05 Contingent liability disclosure|
At HMRC side little has
changed, but this is largely d{
to McMillan's efforts in
obstructing the HMRC
investigation

Year ended Jun-06
Contingent liability disclosure
At HMRC side little has
changed, but this is largely d{
to McMillan's efforts in
obstructing the HMRC
investigation and by now it is
clear that the auditors are als
being mislead and informatio
being withheld from them.

Year ended Jun-

Provision - HMRC have issu§g
notices that tax is due, so thid
would be verging on still a
contingent liability as it has
neither been accepted nor do|
HMRC have a test case sho
such schemes are taxable. T
however know the side-letter
make this irrelevant and the
prudent thing to do now is
provide. The threshold of
‘probable’ is already crossed
not to do so is banking on
dishonesty paying off

Year ended Jun-
Provision - Little change from
prior year, other than
McMillan's defiant ‘fantasies’
message to HMRC ahead of
year end following the S.20
notices.
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FRS 12, Provisions Contingent Liabilities and Contingent Asset:

Overarching:

Probability:

Treatment:

Where, as a result of past events, thenay be a transfer of future economic benefits in

there is a present obligation
that probably requires a
transfer of economic benefits
in settlement,

there is a possible obligation
a present obligation that may
but probably will not,require &
transfer of economic benefits
in settlement,

there is a possible obligation
a present obligation where th
likelihood of a transfer of
economic benefits in
settlement is remote,

a provision is recognised
(paragraph 14); and disclosu
are required for the provision
(paragraphs 89 and 90)

no provision is recognised
(paragraph 27); but disclosur:
are required for the contingen
liability (paragraph 91).

no provision is recognised
(paragraph 27); and no
disclosure is required
(paragraph 91).

In English:

Record the liability and
associated expenses in the
accounts and include
disclosures on what it is, the
expected timing of payment,
what the uncertainties are an
the main assumptions made

You don't have to put the
figures through the accounts
but you do need to include a
‘contingent liability' note
explaining what it is, the
estimated cost and any
uncertainties about timing

Do nothing

Year ended Jun-

Provision - TRFC would have]
perceived the situation as
similar to prior, as they did ng
at this time know HMRC now
had the side-letters which ha
been withheld in the past

Year ended Jun-

Provision - By now the
Aberdeen Asset case is held
and with or without the side-
letters (which HMRC now ha
there is remote liklihood of
success in challenging

Interim to Dec-1!

Made provision and provided
full disclosure, including the
expected timing of payment
and uncertainties/assumption|

relating to interest/penalties
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Article 2 — Objectives

1

These regulations aim:

a) to further promote and continuously improve the standard of all aspects of
football in Europe and to give continued priority to the training and care of
young players in every club;

b) to ensure that a club has an adequate level of management and
organisation;

c) to adapt clubs’ sporting infrastructure to provide players, spectators and
media representatives with suitable, well-equipped and safe facilities;

d) to protect the integrity and smooth running of the UEFA club competitions;

e) to allow the development of benchmarking for clubs in financial, sporting,
legal, personnel, administrative and infrastructure-related criteria throughout
Europe.

Furthermore, they aim to achieve financial fair play in UEFA club competitions
and in particular:

a) to improve the economic and financial capability of the clubs, increasing their
transparency and credibility;

b} to place the necessary importance on the protection of creditors by ensuring
that clubs settle their liabilities with players, socialtax authorities and other
clubs punctually;

t) to introduce more discipline and rationality in club football finances;

d) to encourage clubs to operate on the basis of their own revenues;

e) to encourage responsible spending for the long-term benefit of football;

f) to protect the long-term viability and sustainability of European club football.

Article 47 — Annual financial statements

2

24

Annual financial statements in respect of the statutory closing date prior to the
deadline for submission of the application to the licensor and prior to the
deadline for submission of the list of licensing decisions to UEFA must be
prepared and submitted.

Annual financial statements must be audited by an independent auditor as
defined in Annex V.

The annual financial statements must consist of:

a) a balance sheet;

b) a profit and loss account;
t) a cash flow statement;

d) notes, comprising a summary of significant accounting policies and other

explanatory notes; and
e) a financial review by management.

The annual financial statements must meet the minimum disclosure
requirements as set out in Annex V1 and the accounting principles as set out in
Annex VIl. Comparative figures in respect of the prior statutory closing date must

be provided.
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If the minimum requirements for the content and accounting as set out in
paragraph 4 above are not met in the annual financial statements, then the
licence applicant must prepare supplementary information in order to meet the
minimum information requirements that must be assessed by an independent
auditor as defined in Annex V.

Article 50 — No overdue payables fowards employees and socialtax

authorities

The licence applicant must prove that as at 31 March preceding the licence
season it has no overdue payables (as defined in Annex VII) towards its
employees or social and tax authorities as a result of contractual and legal
obligations towards its employees that arose prior to the previous 31 December.

Payables are those amounts due to employees or social and tax authorities as a
result of contractual or legal obligations towards employees. Amounts payable to
people who, for various reasons, are no longer employed by the applicant fall
within the scope of this criterion and must be settled within the period stipulated
in the contract and/or defined by law. regardless of how such payables are
accounted for in the financial statements.

The term “employees” includes the following persons:

a) All professional players according to the applicable FIFA Regulations on the
Status and Transfer of Players, and

b) The administrative, technical, medical and security staff specified in Articles
28 to 33 and 35 to 39.

The licence applicant must prepare a schedule showing all employees who were
employed at any time during the year up to the 31 December preceding the

licence season; i.e. not just those who remain at year end. This schedule must
be submitted to the licensor.

The following information must be given, as a minimum, in respect of each
employee:

a) Mame of the employee;

b) Position/function of the employee;

c) Start date;

d) End date (if applicable);

e) The balance payable as at 31 December, including the due date for each
unpaid element; and

f) Any payable as at 31 March (rolled forward from 31 December), including the
due date for each unpaid element, together with explanatory comment.

The employees schedule must be approved by management and this must be
evidenced by way of a brief statement and signature on behalf of the executive
body of the licence applicant.

The licence applicant must reconcile the total liability as per the employee
schedule to the figure in the financial statements balance sheet for “Accounts
payable towards employees' (if applicable) or to the underlying accounting
records.

The licence applicant must submit to the auditor and/or the licensor the
necessary documentary evidence showing the amount payable (if any), as at 31
December of the year preceding the licence season as well as any payable as at
31 March (rolled forward from 31 December), to the competent social/ftax
authorities as a result of contractual and legal obligations towards its employees.

Article 66 — No overdue payables towards employees and/or socialtax

authorities — Enhanced

The licensee must prove that as at 30 June of the year in which the UEFA club
competitions commence it has no overdue payables (as specified in Annex VIII)
towards its employees and/or socialtax authorities (as defined in paragraphs 2
and 3 of Article 50) that arose prior to 30 June.

39
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By the deadline and in the form communicated by the UEFA administration, the
licensee must prepare and submit a declaration confirming the absence or
existence of overdue payables towards employees and social/tax authorities.

The following information must be given, as a minimum, in respect of each

overdue payable towards employees, together with explanatory comment:

a) Name of the employee;

b) Position/function of the employee;

c) Start date;

d) Termination date (if applicable). and

e) Balance overdue as at 30 June, including the due date for each overdue
element.

The following information must be given, as a minimum, in respect of each

overdue payable towards socialltax authorities, together with explanatory

comment:

a) Name of the creditor;

b) Balance overdue as at 30 June, including the due date for each overdue
element.

The declaration must be approved by management and this must be evidenced

by way of a brief statement and signature on behalf of the executive body of the

licensee.

If the licensee is in breach of indicator 4 as defined in Article 62(3), then it must
also prove that, as at the following 30 September, it has no overdue payables
(as specified in Annex VIII) towards employees and/or social/tax authorities that
arose prior to 30 September. Paragraphs 2 to 5 above apply accordingly .

Article 67 — Duty fo report subsequent events

1

The licensee must promptly notify the licensor in writing about any significant
changes including, but not limited to, subsequent events of major economic
importance until at least the end of the licence season.

The information prepared by management must include a description of the
nature of the event or condition and an estimate of its financial effect, or a
statement (with supporting reasons) that such an estimate cannot be made.

Article 71 — Compliance audits

1

UEFA and/or its nominated bodies/agencies reserve the right to, at any time,
conduct compliance audits of the licensor and, in the presence of the latter, of
the licence applicant/licensee.

Compliance audits aim to ensure that the licensor, as well as the licence
applicant/licensee, have fulfiled their obligations and that the licence was
correctly awarded at the time of the final decision of the licensor.

For the purpose of compliance audits, in the event of any discrepancy in the
interpretation of the national club licensing regulations between the UEFA official
language version and the official national language version, the UEFA official
language version is authoritative.

ANNEX VII: Basis for the preparation of financial statements
Principle

Financial statements as defined in Articles 47 and 48 must be based on the
accounting standards required by local legislation for incorporated companies —
either the applicable financial reporting framework of the relevant country, the
International Financial Reporting Standards or the International Financial
Reporting Standard for Small and Medium-sized Entities — regardless of the
legal structure of the licence applicant.
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2.

Financial statements must be prepared on the assumption that the licence
applicant is a going concern, meaning it will continue in operation for the
foreseeable future. It is assumed that the licence applicant has neither the
intention nor the necessity to go into liguidation, cease trading or seek protection
from creditors pursuant to laws or regulations.

The financial reporting framework, suitable as a basis for the preparation of
financial statements, must contain certain underlying principles including:

a) fair presentation;

b} consistency of presentation;

c) accrual basis for accounting;

d) separate presentation of each material class of items;

e} no offsetting of asseis and liabilities or income and expenses unless
permitted by national accounting practice.

The financial statements must be approved by management and this must be

evidenced by way of a brief statement and signature on behalf of the executive

body of the reporting entity.

Consolidation requirements

IT the licence applicant has control of any subsidiary, then consolidated financial
statements must be prepared and submitted to the licensor as if the entities
included in the reporting perimeter (as defined in Article 46) were a single
company.

A subsidiary may be excluded from the reporting perimeter only if:

a) the subsidiary is immaterial compared with the overall group made by the
licence applicant; or

b) the subsidiary’s activity is clearly and exclusively not related to football.
IT a subsidiary is excluded from the reporting perimeter, the management of the
licence applicant must justify its decision to the licensor in detail.

If the licence applicant is controlled by a parent which has been included in the
reporting perimeter, consolidated financial statements must be prepared and
submitted to the licensor as if the entities included in the reporting pernimeter
were a single company.

If the licence applicant is a football company as per Article 12(1b), it must
provide the licensor with the financial information of the football company and
the registered member (e.g. combined or consolidated financial statements as if
they were a single company).

Accounting requirements for player registrations

Notwithstanding that each licence applicant has to prepare audited annual
financial statements under its own national accounting practice for incorporated
companies, the International Financial Reporting Standards or the International
Financial Reporting Standard for Small and Medium-sized Entities, these
regulations include a specific accounting reguirement for player registrations
carried as intangible fixed assets as set out in Articles 47, 45 and 52.

Licence applicants that capitalise the costs of acquiring a player's registration
must:

a) apply certain minimum accounting requirements as described in paragraph 4
of this pant C;

b) prepare a player identification table as described in part D of this annex.

IT a licence applicant has an accounting policy to expense the costs of acquiring
a players registration rather than capitalise them, and this is permitted under
their national accounting practice, there is no requirement for such entities to
apply the minimum accounting requirements set out below and they do not have
to prepare restated figures.

The minimum accounting requirements are described as follows:

a) In respect of each individual players registration, the depreciable amount
must be allocated on a systematic basis over its useful life. This is achieved
by the systematic allocation of the cost of the asset as an expense over the
period of the player's contract.
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D.

1.

b) Only direct costs of acquiring a player's registration can be capitalised. For
accounting purposes, the carrying value of an individual player must not be
re-valued upwards, even though management may believe market value is
higher than camying value. In addition, whilst it is acknowledged that a
licence applicant may be able to generate some value from the use and/or
transfer of locally trained players, for accounting purposes costs relating to
an applicant’s own youth sector must not be included in the balance sheet —
as only the cost of players purchased is to be capitalised.

c) Amortisation must begin when the players registration is acquired.
Amortisation ceases when the asset is classified as held for sale or when the
asset is derecognised (i.e. the registration is transferred to another club),
whichever comes first.

d) All capitalised player values must be reviewed individually each year by
management for impairment. I the recoverable amount for an individual
player is lower than the cammying amount on the balance sheet, the camying
amount must be adjusted to the recoverable amount and the adjustment
charged to the profit and loss account as an impairment cost It is
recommended that each licensor requires each of its licence applicants to
apply consistent accounting policies in respect of player registration costs.

The licence applicant must prepare supplementary information (to be submitted

to the licensor) if the accounting requirements described in this annex are not

met by the disclosures and accounting treatment in the audited annual financial
statements. The supplementary information must include a restated balance
sheet, profit and loss account and any associated notes to meet the
requirements set out above. There must also be included a note (or notes)
reconciling the results and financial position shown in the supplementary
information document to those shown in the audited financial statements (that
were prepared under the national accounting practice). The restated financial
information must be assessed by the auditor by way of agreed-upon procedures.

Player identification table

As specified under C(2) above, licence applicants that capitalise costs relating to
the acquisition of a players registration must prepare a player identification
table.

The player identification table must be provided to the auditor. However, the
player identification table does not need to be disclosed within the annual
financial statements, nor does it have to be submitted to the licensor.

The minimum information for the content of the player identification table in
respect of each relevant players registration held up to the closing date of the
last set of financial statements Is as follows:

a) MName and date of birth;

b) Start and end date of contract;

t) The direct costs of acquiring the player's registration;

d) Accumulated amortisation brought forward and as at the end of the period;
e) Expense/amortisation in the period;

f) Impairment cost in the period;
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1.

g) Disposals (cost and accumulated amortisation);
h) Net book value (carrying amount); and
i) Profit/(loss) from disposal of player's registration.

The relevant players about whom details are required in the table are all those
players whose registration is held by the licence applicant at any time during the
pericd and in respect of whom some direct acquisition cost has been incurred (at
some point in time in the period or prior periods).

The following aggregate figures in the player identification table must be
reconciled to the relevant figures in the balance sheet and profit and loss
account in the audited annual financial statements:

a) The aggregate of the amortisation of player registrations in the current
pericd as shown in the player identification table must agree with/be
reconciled to the ‘Amortisation of player registrations’ (disclosed on the face
of, or in a note to, the profit and loss account for the period);

b) The aggregate of impairment provisions made in the current period as
shown in the player identification table must agree with/be reconciled to the
‘Impairment of player registrations’ (disclosed on the face of, or in a note to,
the profit and loss account for the period);

c) The aggregate of profit’{loss) on disposal of player registrations in the player
identification table must agree with/be reconciled to the ‘Profit/{loss) from
disposal of player registrations’ (disclosed on the face of, or in a note to, the
profit and loss account for the period);

d) The aggregate of the net book value of player registrations in the player
identification table must agree with/be reconciled to the figure for ‘Intangible
assets — players’ in the balance sheet (on the face or in the notes thereto)
for the period end.

For licence applicants who have restated player accounting figures to meet the
accounting requirements of these regulations, these aggregate figures from the
plaver identification table must aaree with/be reconciled to the restated figures in

ANNEX VIIl: Notion of ‘overdue payables’

Payables are considered as overdue if they are not paid according to the agreed
terms.

Payables are not considered as owverdue, within the meaning of these
regulations, if the licence applicant/licensee (i.e. debtor club) is able to prove by
31 March (in respect of Articles 49 and 50) and by 30 June and 20 September
(in respect of Articles 65 and 66) respectively that:

a) it has paid the relevant amount in full; or

b) it has concluded an agreement which has been accepted in writing by the
creditor to extend the deadline for payment beyond the applicable deadline
(note: the fact that a creditor may not have requested payment of an amount
does not constitute an extension of the deadline); or

c) it has brought a legal claim which has been deemed admissible by the
competent authority under national law or has opened proceedings with the
national or international football authorities or relevant arbitration tribunal
contesting liability in relation to the overdue payables: however, if the
decision-making bodies (licensor andfor Club Financial Control Panel)
consider that such claim has been brought or such proceedings have been
opened for the sole purpose of avoiding the applicable deadlines set out in
these regulations (i.e. in order to buy time), the relevant amount will still be
considered as an overdue payable; or

d) it has contested a claim which has been brought or proceedings which have
been opened against it by a creditor in respect of overdue payables and is
able to demonstrate to the reasonable satisfaction of the relevant decision-
making bedies (licensor and/or Club Financial Control Panel) that the claim
which has been brought or the proceedings which have been opened are
manifestly unfounded.
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ANNEX IX:Licensor's assessment procedures for the financial criteria
and requirements

Principle

The assessment processes to check compliance with the financial criteria set out in
Article 10 and Article 55 comprise specific assessment steps that must be followed
by the licensor as set out below.

Assessment of the auditor's report on the annual and interim financial
statements

In respect of the annual and interim financial statements, the licensor must
perform the following minimum assessment procedures:

a) Assess whether the selected reporting entity/entities is appropriate for club
licensing purposes.

b) Assess the information (annual and interim financial statements that may
also include supplementary information) submitted to form a basis Tor his
licensing decision.

¢} Read and consider the annual and interim financial statements and the
auditor's report thereon.

d) Address the consequences of any modifications to the audit andfor review
report (compared to the normal form of ungualified report) and/or deficiencies
compared to the minimum disclosure and accounting requirements according
to paragraph 2 below.

Having read the auditor's report on the annual and interim financial statements.

the licensor must assess it according to the items below:

a) If the auditor's report has an unqualified opinion, without any modification,
this provides a satisfactory basis for granting the licence.

b) If the auditor's report has a disclaimer of opinion or an adverse opinion, the
licence must be refused, unless a subsequent audit opinion without
disclaimer of opinion or adverse opinion is provided (in relation to another set
of financial statements for the same financial year that meet the minimum
requirements) and the licensor is satisfied with the subsequent audit opinion.

c¢) If the auditor's report has, in respect of going concern, either an emphasis of
matter or a qualified ‘except for opinion, the licence must be refused, unless
either:

i) a subsequent audit opinion without going concern emphasis of matter or
gualification is provided, in relation to the same financial year, or

iiy additional documentary evidence demonstrating the licence applicant's
ability to continue as a going concern until at least the end of the licence
season has been provided to, and assessed by, the licensor to his
satisfaction. The additional documentary evidence includes, but is not
necessarly limited to, the information described in Arficle 52 (Future
financial information).

d) If the auditor's report has. in respect of a matter other than going concemn,
either an emphasis of matter or a qualified ‘except for opinion, then the
licensor must consider the implications of the modification for club licensing
purposes. The licence may be refused unless additional documentary
evidence is provided and assessed to the satisfaction of the licensor. The
additional evidence that may be requested by the licensor will be dependent
on the reason for the modification to the audit report.

If the licence applicant provides supplementary information the licensor must

additionally assess the auditors report on the agreed-upon procedures in

respect of the supplementary information. The licence may be refused If this
includes reference to errors and/or exceptions found.

Assessment of overdue payables towards other clubs

In respect of the overdue payables towards other clubs, the licensor may decide:

a) to assess himself the information submitted by the licence applicant, in which
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case he must perform the assessment according to paragraph 2 below; or

b) to have independent auditors carry out the assessment procedures, in which
case he must review the auditors report and, in particular, verify that the
sample selected by the auditor is satisfactory, and he may carry out any
additional assessment he believes necessary, i.e. extend the sample and/or
request additional documentary evidence from the licence applicant.

If the assessment is done by the licensor, he must assess the information

submitted by the licence applicant, in paricular the transfer payables table and

corresponding supporting documents, as detailed below. If the assessment is
carried out by an auditor the same steps may be performed by the auditor:

a) Agree the total in the transfer payables table with the ‘Accounts payable
relating to player transfers’ amount in the annual or interim financial
statements as at 31 December.

b) Check the mathematical accuracy of the transfer payables table.

c) Select a sample of player transfers/loans, compare the corresponding
agreements with the information contained in the transfer payables table and
highlight the selected transfers/loans.

d) Select a sample of transfer payments, compare them with the information
contained in the transfer payables table and highlight the selected payments.

e) If, according to the transfer payables table, there is an amount due as at 31
March, that concerns a transfer that occurred before 31 December of the
previous year, examine that by 31 March at the latest:
iy an agreement has been reached as per Annex VIII(2 b); or
il) adispute has arisen as per Annex VII(2 ¢ or d).

) If applicable: obtain and examine documents, including agreements with the

relevant football club(s) and/or correspondence with the competent body, in
support of (i) and/or e(ii) above.

. Assessment of overdue payables towards employees and social/tax

authorities

In respect of the overdue payables towards employees and socialftax
authorities, the licensor may decide:

a) to assess himself the information submitted by the licence applicant, in which
case he must perform the assessment according to paragraph 2 below, or

b) to have independent auditors carmy out the assessment procedures, in which
case he must review the auditor's report and, in particular, verify that the
sample selected by the auditor is satisfactory, and he may cammy out any
additional assessment he believes necessary. i.e. extend the sample and/or
request additional documentary evidence from the licence applicant.

The licensor must assess the information submitted by the licence applicant, in

particular the list of employees and other corresponding supporting documents,

as detailed below. If the assessment is cammied out by an auditor the same steps
may be performed by the auditor:

a) Obtain the list of employees prepared by management.

b) Agree the total payable in the list of employees with the "Accounts payable to
employees’ amount in the annual or interim financial statements as at 31
December.

c} Obtain and inspect a randomly selected sample of employee confirmation
letters and compare the information to that contained in the list of employees.

d) If, according to the licensor, there is an amount due as at 31 March that
refers to payables in respect of contractual and legal obligations towards its
employees that arose before the previous 31 December, examine that, by 31
March at the latest:

i} an agreement has been reached as per Annex VIII(2 b); or
if} a dispute has arisen as per Annex VIII{2 ¢ or d).
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) Examine a selection of bank statements in support of payments.

f) If applicable: examine documents, including agreements with the relevant
employee(s) and/or correspondence with the competent body, in support of
the representations under d(i) and/or d(ii) above.

The licensor must assess all supporting documents in respect of payables to

social and tax authorities in respect of contractual and legal obligations towards

the licence applicant's employees. In particular he must perform the following
steps:

a) Agree the recorded balance of payroll taxes as at 31 December to the payroll
records of the club.

b} If there is an amount due as at 31 March that arose before the previous 31
December, examine that, by 31 March at the latest:
i) an agreement has been reached as per Annex VIII(2 b); or
ii) a dispute has arisen as per Annex V12 ¢ or d).

c) If applicable: examine documents, including agreements with the tax/social

authorities and/or correspondence with the competent body, in support of bi{i)
and/or b(ii) above.

. Assessment of the written representation letter

In respect of the written representation letter. the licensor must read and
consider the information in respect of any event or condition of major economic
importance, in combination with the financial statements, future financial
information and any additional documentary evidence provided by the licence
applicant. The licensor may decide to have this assessment carmied out by an
auditor.

The licensor must assess the club’'s ability to continue as a going concemn until at
least the end of the licence season. The licence must be refused if, based on the
financial information that the licensor has assessed, in the licensor's judgement,
the licence applicant may not be able to continue as a going concern until at
least the end of the licence season.

. Assessment of the future financial information

In respect of the future financial information the licensor must assess whether or
not an indicator as defined in Article 52 has been breached. If any indicator has
been breached, the licensor must assess the future financial information as
defined in paragraph 2 below.

The assessment procedures, which may be carried out by an auditor, must
include, as a minimum, the following:

a) Check whether the future financial information is arithmetically accurate;

b) Through discussion with management and review of the future financial
information, and determination of whether the future financial information has
been prepared using the disclosed assumptions and risks;

c) Check that the opening balances contained within the future financial
information are consistent with the balance sheet shown in the immediately
preceding audited annual financial statements or reviewed interim financial
statements (if such interim statements have been submitted); and

d) Check that the future financial information has been formally approved by the
executive body of the licence applicant.

The licensor must assess the club’s ability to continue as a going concern until at
least the end of the licence season (i.e. the licence must be refused Iif, based on
the financial information that the licensor has assessed, in the licensors
judgement, the licence applicant may not be able to continue as a going concern
until at least the end of the licence season).

. Assessment of break-even information

In respect of the break-even information the licensor must assess whether or not
the financial information submitted by the licensee comresponds to the
information in respect of the same reporting entity/entities submitted for club
licensing purposes.
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include, as a minimum, the following:

a) check whether the break-even information is arithmetically accurate;

b) check that the balances contained within the break-even information are
consistent with the balances contained in the audited financial statements,
supplementary information or underlying accounting records;

c) check that the break-even information has been formally approved by the
executive body of the licensee.

The licensor must confirm to the Club Financial Control Panel the results of the
above assessment procedures.
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