Report of Supporters Executive Briefing, 30 March 2006

Derby County directors Jeremy Keith and Paul Clouting confirmed at a meeting with supporter groups on Thursday evening that a due diligence exercise had begun with a consortium of local business people hoping to take over the club.

Almost seven weeks to the day after the consortium went public on its aspirations, both Board members pledged the club would co-operate fully and swiftly with the list of due diligence questions submitted this week. 

Their aim was to prevent uncertainty surrounding the club running into the closed season, but both accepted that the current administration at Derby County had little influence over which of the takeover bids would succeed. 
Chief Executive Mr Keith and Operations Director Mr Clouting were briefing representatives from the Supporters Clubs, RamsTrust and Derby County Community Partnership (DCCP). The Rams Protest Group (RPG) declined an invitation to attend.

Mr Keith said however the RPG had "done its job" and urged the group to scale down its protest. "So far as the protest is aimed at me personally, it is a futile exercise," said Mr Keith. “If the object of the exercise was to create an atmosphere for change I don’t think any further protests are required.

"The idea of the current administration carrying on is not an option. I don't want it to end. I want to be involved in football and I am not interested in any club other than Derby County, but I have to accept it is going to end."

Although RPG has pledged the next home game against Millwall on April 8 will see the biggest anti-Board protest to date, Mr Keith pointed out that, for different reasons, neither he nor Mr Clouting could in any case attend.

He confirmed a due diligence exercise had already been carried out with the venture capital company, with whom negotiations opened formally in December, but explained to supporter representatives that it wasn't simply a case of re-churning information for the benefit of the local consortium. The new document forwarded to the club by representatives of the consortium was lengthier and featured different questions, the vast majority of which would be dealt with by Finance Director Andrew Mackenzie and Mr Clouting.
Mr Clouting regretted it had taken so long for the new due diligence exercise to get underway. The club had taken the decision not to make an issue of this, but he was concerned that, with the 2006/07 season ticket campaign on hold and a caretaker manager in charge, the club now faced the possibility of a frustrating summer that would result in the Rams kicking off the 2006/07 season “with one arm tied behind its back”.
There was every chance Derby County would find itself at a disadvantage to other Championship clubs, not being able to make an early decision on a full-time manager and not knowing how much money that manager had to spend. "This situation is not helpful to the club," said Mr Clouting, "but myself and Andrew Mackenzie have made it clear to those representing the local consortium that we will do everything in our power to help move on the due diligence exercise. If there is good will on all sides, it is an exercise that could be completed inside two weeks.”
It was wrong, he added, for the media to depict the venture capital offer as “Jeremy Keith's bid”. Bringing in new money was always part of the Board’s business plan and so far as Derby County was concerned, the offer from the venture capital company was the only bid known to the Board as the local consortium had chosen to deal direct with the bank. 
"The Board of Directors has to consider whether the one offer they are privy to is better for the club than the only known alternative, which is administration. The answer is yes, absolutely.

"However, if and when the club is made aware there is another offer on the table and if, in our judgment, that offer is better for the future of the club, then of course the Board would be obliged to steer in that direction."

The Board had decided it would be unfair on supporters to sell season tickets until the overall situation at the club was resolved, but Mr Keith said: "The current situation is far from ideal. Normally at this time of the year our overdraft would start to diminish because of early season ticket revenues. Because this is not happening the club is at the lowest point in our financial cycle. The bank is being supportive in trying to resolve the uncertainty, but there will come a point where that support can no longer be guaranteed."

Asked about the progress of his business model since the current Board took over the club in October 2003, Mr Keith said it had always been part of the plan to seek new investment once the Board had demonstrated it could make an operating profit before interest.
“People have asked me why we didn’t go public on this from day one, but we took the view that by talking about our targets we would potentially hang ourselves, so instead we just got on with the job of increasing revenues while revealing aspects of the business plan as we went along.
“Even in an awful season we continue to increase revenues,” he said, “and much of this has been achieved through new streams that do not rely exclusively on supporters’ reaction to performances on the field of play. Yes, fans are the lifeblood of this club, but it is not good for the long-term future of the business to be totally dependent on them.”

Mr Clouting revealed the commercial side of the business, while currently running under budget forecasts, had grown 30% on the previous year. “To me this comes under the category of ‘could do better, but a good early start’,” he said. “However, increased revenues do not solve the overall problem of servicing a huge debt.”

The Rams directors were asked why, unlike the local consortium, the venture capital company had not explained its plans to supporters. Was it aware that it seemed to be universally unpopular with fans?

Mr Keith said the club’s contacts at the venture capital company were well aware of fans’ concerns. They had been looking at chat rooms, visiting websites and reading the local press for several months. They also attended matches. “They are alive to the hostility towards the out-of-town business culture,” he said.

“They have not told me in any detail how they would plan to deal with this, but they recognise they have to deal with it as part of the process of working with the club.
“They are listening to what the fans are saying but their view is there is no point attempting to engage supporters until a definite decision is reached. At this stage they are not doing a PR exercise and have no wish to paint a picture of what Derby County, under their stewardship, might look like. As a club, we have to accept this view.

“What I will say is that the people we are dealing with are football supporters who understand the culture of football. We are not dealing with hardened businessmen in navy blue suits – they have an empathy with Derby and the club.”
Mr Keith added however that it would come as no surprise that the venture capital company would be seeking to grow revenues still further by investing cash and management time in the club. “This would make the business more attractive and more valuable, and this is what venture capitalists do,” he said.

“They would also put money into the team, because their plan is predicated on Premiership football. To guarantee a return on their investment in the five-year timescale they have set, Derby County needs to be playing in the top league.”

Mr Keith dismissed speculation that the company would simply asset-strip. “There’s a lot of scaremongering going on and that is unhelpful,” he said. “If, after five years, they fail to get a return on their investment they will take their loss and move on. This may sound flippant, but they don’t have to make a profit on every investment they make. What is certain is that they will leave the business in a better state than they found it.”

He revealed however there was a point in the negotiation process beyond which the venture capital company would not go. “They have set aside a slug of funds and are working on the basis that if they can’t reach agreement on this there is a point where they will go away. That is their approach to the deal.”

Asked by supporters whether the club’s bankers would prefer some level of debt to be retained by whichever group took on the club, Mr Clouting said it was an interesting question. While a debt-free future would obviously suit the club, it was a complicated issue.

He conceded it had been tempting in recent weeks to answer various claims posted on websites and generally in the media. “We could have come out and commented on the fact that it has taken six weeks to sign confidentiality agreements ahead of the due diligence process, but we have chosen to let other people have their say. We believe it is the club’s role to be even handed,” said Mr Clouting.
Of the campaign calling for the resignation of the Board, Mr Clouting added: “Resigning at this stage would be irresponsible. It would have been very easy to say we had had enough, but we have a legal responsibility to steward this football club.

“Personally, I want to stay here and I will continue to do what’s best for the club, but other people will make the ultimate decision on whether existing directors have a role to play in any future administration.”
Mr Keith concluded by stressing there was a sense of urgency about the situation at Derby County, but he still had no idea what this meant in terms of when or how.

The club was powerless to hurry things along, he said, but would certainly co-operate, attend meetings and do whatever was necessary to expedite matters. “Ultimately there is still a chance we will be left in the lurch and months will be lost, but that is the risk currently being taken,” he said. “I hope everyone can see however that the club is going to come out the winner in the end.”

The session – at which supporter representatives were invited to ask relevant questions – lasted 80 minutes. Representing the Supporters Clubs were Toby Sills, John Hemsworth and Barry Smith. RamsTrust was represented by Jim Wheeler, Simon Hamilton and John Banks and the DCCP by Ann Whitlock, Chris Mitchell and Andy Smith.

