% Moscow Times

30 YEARS INDEPENDENT NEWS FROM RUSSIA

It's Time for Russian Oligarch
Abramovich to Sell Chelsea FC (Op-ed)

In today's political climate, there’s little point in prestige
investments.
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Whether or not British press reports that Roman Abramovich plans to sell his stake in Chelsea
Football Club are accurate, the Russian billionaire should still get rid of it. In today's political
climate, there’s little point to what was always an investment in prestige first and in soccer
second.

Abramovich bought Chelsea in 2003, the year Russian President Vladimir Putin called the
country's business elite to heel. That year, Mikhail Khodorkovsky, the then owner of Russia’s
biggest oil company, Yukos, was arrested after defying Putin’s wish that he stop funding
liberal politicians.
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Abramovich had no quarrel with Putin. He appeared to understand, however, that the
concentration of his assets in Russia put him in a precarious situation. The swift dismantling
of Yukos after Khodorkovsky’s arrest proved it. So he built himself a base in the West, where
he needed a way to gain respectability that wasn’t automatically due to someone who made
his fortune in the Russian privatizations of the 1990s.

Chelsea — then in dire straits, but still a London institution — looked fit for purpose. After
pumping in more than 1.2 billion euros ($1.4 billion), according to Soccerex, Abramovich won
celebrity status and the love of Chelsea fans.

He inspired other rich Russians: Alisher Usmanov, a pro-Putin billionaire, bought into
Arsenal, another London soccer icon, in 2007. In 2010, Mikhail Prokhorov snapped up the
New Jersey Nets. Fertilizer billionaire Dmitry Rybolovlev acquired AS Monaco, which plays in
the French league. Others with smaller fortunes made less flashy purchases.

Since 2014, Putin’s aggressive foreign policy has made such acquisitions pointless, at least in
the U.S. and Britain, where Russia is now openly seen as an adversary. In the U.S., Russian
oligarchs are, by an act of Congress, described as assets of the Putin regime. British relations
with the Moscow have deteriorated dramatically since the attempted poisoning of a former
Russian spy earlier this year.

Related article: Abramovich Ordered to Explain Wealth to Extend U.K. Visa, Media Reports

Usmanov and Prokhorov have set an example for Abramovich — even if the timing of their
decision to cut their sports investments was a coincidence.

Usmanov’s sale of his 30 percent stake in Arsenal to the club’s controlling shareholder,
American billionaire Stan Kroenke, has a business explanation: Kroenke wouldn’t let
Usmanov have any say in the running of the club, nor would he sell out, so the Russian tycoon
was understandably frustrated. He has let it be known that he’s open to buying a stake in
another British soccer club — Everton, for example. He will expect financial, rather than
reputational returns if a deal materializes.

Prokhorov, for his part, has retained control of the renamed Brooklyn Nets after selling 49
percent of the team to Alibaba co-founder Joe Tsai in April. The deal, however, allows Tsai to
acquire control in 2021. Prokhorov isn’t getting out in a hurry, but his play for recognition in
the U.S. is winding down.

One thing the Russian billionaires aren’t is suckers. Usmanov is highly likely to have more
than recouped his investment in Arsenal. Prokhorov paid $443 million in cash and assumed
debt for the first 80 percent of the New Jersey Nets and 45 percent of Barclays Arena, then a
further $285 million to acquire the remainder of both assets in 2015. The deal with Tsai locks
in a valuation of $2.3 billion for the team alone; Prokhorov will still keep the lucrative arena.

Chelsea may hold sentimental value for Abramovich, but the U.K. government held up his visa
application in May (he withdrew it soon afterwards) and looks to be treating him as a second-
class billionaire. There’s little point in hanging on to a team that is a drain on his resources
and confers few social advantages. In the 2016/2017 season, Chelsea made a pretax profit of
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15.6 million pounds ($20 million) — thanks largely to player sales which covered a
large operating loss.

This means that, like his peers, Abramovich will need to get a price for Chelsea that allows
him to recoup his investment, much of which came in the form of debt. Soccerex puts
Chelsea’s net debt at 800 million euros ($936 million), the bulk of it owed to Abramovich.
That dwarfs the 140 million pounds he originally paid for the Blues.

According to the Times, Abramovich now wants 2.5 billion pounds for the Blues. That should
be more than adequate compensation for his reputation-building project being ruined by
Putin’s near war on the West.
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