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AsAppellant
and

Heart of Midlothian PLC, Edinburgh, United Kingdom
Represented by Mr Peter Limbert, Hammonds, London, United Kingdom
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CAS 2007/A/1299:
between

Heart of Midlothian PLC, Edinburgh, United Kingdom
Represented by Mr Peter Limbert, Hammonds, London, United Kingdom
AsAppellant
and

Mr Andrew Webster, Glasgow, United Kingdom
Represented by Mr Fraser Wishart, Chief Executive, PFA Scotland, Glasgow,
United Kingdom and Mr Juan de Dios Crespo, Valencia, Spain

and

WiganAthleticAFC Limited, Wigan, United Kingdom
Represented by Mr Matthew Bennett, Brabners Chaffe Street LLP, Manchester,
United Kingdom

AsRespondents

CAS 2007/A/1300:
between

Mr Andrew Webster, Glasgow, United Kingdom
Represented by Mr Fraser Wishart, Chief Executive, PFA Scotland, Glasgow,
United Kingdom and Mr Juan de Dios Crespo, Valencia, Spain

AsAppellant

and
Heart of Midlothian PLC, Edinburgh, United Kingdom
Represented by Mr Peter Limbert, Hammonds, London, United Kingdom
AsRespondent
l. THE PARTIESAND THE ORIGIN OF THE DISPUTE
A. CAS 2007/A/1298
a) The Appellant
1 Wigan Athletic AFC Limited (the Appellant, hereinafter referred to as

“Wigan”) isafootball club withitsregistered officein United Kingdom. It
isamember of the English Football Federation, whichisaffiliated to FIFA.
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b)

2.

The Respondent

Heart of Midlothian PLC (the Respondent, hereinafter referred to as
“Hearts’ or the” Club”) isaScottish football club withitsregistered office
inthe United Kingdom. It isamember of the Scottish Football Association,
which isaffiliated to FIFA.

CAS 2007/A/1299

The Appellant

Heart of Midlothian PLC (theAppellant, hereinafter referredto as“ Hearts”
or the“Club”).

The Respondents

Mr Andrew Webster (the First Respondent, hereinafter referred to as
“Andrew Webster” or the “Player”) was born on 23 April 1982 and is of
English nationality. Heisaprofessional football player currently on loan
to the Glasgow Rangers, a Scottish football club, after having been
transferred from Hearts to Wigan.

WiganAthletic AFC Limited (the Second Respondent, hereinafter referred
to as“Wigan”).

CAS 2007/A/1300
The Appellant

Mr Andrew Webster (the Appellant, hereinafter referred to as “ Andrew
Webster”)

The Respondent

Heart of Midlothian PLC (the Respondent, hereinafter referred to as
“Hearts’ or the “Club”).

The Origin of the Dispute
On 31 March 2001, shortly before the Player’s 19" birthday, Hearts and

Andrew Webster signed an employment contract that was dueto expireon
30 June 2005.
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10.

11.

12.

13.

14.

15.

16.

17.

Upon engaging Andrew Webster, Hearts paid atransfer fee of £75,000 to
the Scottish football club Arbroath.

On 31 July 2003, two years before the expiry of the initial contract and
following arenegotiation of itsterms, Hearts and Andrew Webster entered
into a new employment contract, which provided for the Player’s
employment for aterm of four yearsuntil 30 June 2007 (the“ employment
contract”).

While employed by Hearts, Andrew Webster became an important member
of thefirst team and enjoyed significant national and international success.
He made his debut for Scotland in 2003 and went on to gain twenty two
international capsby the age of 24. Hearts also enjoyed anumber of sporting
successes during the period of hisemployment.

Consequently, Hearts becameinterested in retaining the Player for alonger
period of time.

Thus, inApril 2005, morethan two years before the end of the employment
contract, Hearts wrote to the Player’s agent, Charles Duddy, offering to
extend the contract for afurther two seasons, onimproved terms. However,
no agreement was reached.

In January 2006, with approximately 18 months to run under the
employment contract, discussions resumed regarding its re-negotiation.
Through his agent, Andrew Webster turned down an initial offer from
Hearts.

Between January and April 2006, Hearts made several other offers to
Andrew Webster but none of them were accepted because the terms did
not match his expectations.

During the saure period, Andrew Webster was not selected by Hearts for
several games. Due to the timing and circumstances of the decisions, he
formed theimpression that thiswas atactic designed by Heartsto compel
accepting anew employment contract.

Matters carne to a head between April and May 2006, when the majority
shareholder of Hearts, Mr Vladimir Romanov, made various statementsin
the mediato the effect that Andrew Webster’s commitment to the club was
uncertain and that he would therefore be put on the transfer list. Mr
Romanov was also quoted as having declared that “ Unfortunately in
football there are agents, but the most negative influente is the parents -
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18.

19.

20.

21.

22.

23.

24.

25.

they shouldn’t interfere in matters” .

Upset by these statements, Andrew Webster decided to seek advice from
the Scottish Professional Footballer’s Association (“ SPFA™).

During ameeting with representatives of SPFA in early May 2006, Andrew
Webster explained hisfeelings about the situation. He was advised that if
there was a complete mutual breakdown in trust he had the legai right to
terminate his contract by invoking caause 18 of his employment contract,
whereby: “ If the Club intentionally fail sto fulfil the terms and conditions
of this Agreement the Player may, on giving fourteen days’ written notice
to the Club, terminate this Agreement” .

Inlight of thediscussionswith SPFA ; Andrew Webster resolved to terminate
his contract for just cause. On 4 May 2006, he wrote to Heartsindicating
hewasterminating hiscontract with 14 daysnotice. Intheletter, Mr Webster
explained that he believed the club had failed inits dutiestowards him and
that afundamental breakdown in trust justified his action.

Heartsreplied by stating it had lodged an appeal with the Scottish Premier
L eague Board.

In the light of this development, SPFA further advised Andrew Webster
that, in addition to the termination for just cause, he could unilaterally
terminate his contract without cause in accordance with article 17 of the
FIFA Regulationsfor the Satusand Transfer of Players (the“ FIFA Status
Regulations”), since histermination would occur outside a Protected Period
of threeyearscommencing from the date when hewas employed by Hearts.

Realizing that the appeal procedure triggered by Hearts could result in a
protracted dispute that might prevent him from securing a contract with
another club in time for the 2006/2007 season, Andrew Webster decided
to follow the alternative route suggested to him by SPFA.

Asaresult, on 26 May 2006, Andrew Webster notified Heartsthat hewas
also unilaterally terminating his contract on the basis of article 17 of the
FIFA Status Regulations, i.e. irrespective of the existence or otherwise of
ajust cause.

On 28 June 2006, Hearts wrote to Andrew Wehster asking him to clarify
whether he was relying on the notice of 4 May 2007 or on the subsequent
notice of unilateral termination.
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26.

27.

28.

29.

30.

31

32.

33.

34.

On 7 July 2006, Andrew Webster replied to the effect that he was no longer
relying on the grounds invoked in his notice of 4 May 2007 but was
maintaining his unilateral termination with reference to article 17 of the
FIFA Status Regulations.

Meanwhile, in thefinal weeks of June 2006, Hearts had rejected an offer
of £1.5 million from Southampton Football Club for thetransfer of Andrew
Webster, in the belief that Player’s market value was higher.

On9and 10 July 2006, Andrew Webster’ s agent sent afax to approximately
fifty clubs, stating that the player had terminated his contract with Hearts,
that no sanctions would apply as a result of this termination, and that
compensation would be fixed by FIFA in the region of £200,000.

On 4 August 2006, Blackburn Rovers, a Premier League club, wrote to
Heartsto indicateitsinterest in signing the Player and to enquire about his
contractual status.

On 9 August 2006, Andrew Webster signed a three-year employment
contract with Wigan.

Neither the Player nor Wigan offered Hearts any compensation upon his
departure.

In November 2006, Heartsfiled aclaim against Andrew Webster and Wigan
in front of the FIFA Dispute Resolution Chamber (“DRC"). It claimed
compensation for breach of contract in the amount of £5,037,311 against
Mr Andrew Webster, and against Wigan asjointly and severally liablefor
having induced the breach.

Hearts also requested that the Andrew Webster be declared ineligible to
take part in any official matchesfor aperiod of two months, in application
of article 17.3 of the FIFA Status Regulations and that Wigan be banned
from registering any new player for one registration period, in application
of article 17.4.

The DRC heard the case and, on 4 April 2007, handed down the following
decision (the“ DRC decision”):

“1 The claim of the Scottish club, Heart of Midlothian, is partially
accepted.

2. The Scottish player, Andrew Webster, has unilaterally breached the
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35.

36.

10.

employment contract with Heart of Midlothian without just cause
outside the Protected Period.

Mr Andrew Webster hasto pay the amount of GBP 625,000 to Heart
of Midlothian within 30 days of notification of this decision.

If thisamount is not paid within the aforementioned deadline, a 5%
interest rate per annum as for the expioy of the aforementioned
deadline will apply, and the present matter will be submitted to the
FIFA's Discplinary Committee, so that the necessary discplinary
sanctions may be imposed

The English club Wigan Athletic is jointly and severally liable for
the aforementioned payment.

Any other -reguestfled by Heart ofMidlothian is rJected.

Heart of Midlothian is directed to inform Mr Andrew Webster and
Wgan Athletic immediatey of the account number to which the
remittance is to be made, and to notify the Dispute Besolution
Chamber of any pay ent received.

Mr Andrew Webster failed to give Heart of Midlothian due notice of
termination.

Mr Andrew W\ebster is not eligible to partecipate in any official
football match for a period of two weeks as froin the beginning of
the next national league championship for which he will be
registered.

Thematter concerning therole p/ayed by the Scottish player’'s agent,
Mr Charles Duddy, in the breach of contract, will be forwarded to
the Players’ Satus Committee for investigation and decision.

Each party disagreed for different reasons with the finding of the DRC
and, therefore, each decided to file an Appeal in front of the Court of
Arbitration for Sport (“CAS”).

In January 2007, Andrew Webster was loaned by Wigan to the Glasgow
Rangers until the end of the season.

1. SUMMARY OF THE ARBITRATION PROCEEDINGS
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37.

On 24 May 2007, Wigan filed its Statement of Appeal withthe CASagainst
the DRC decision, requesting thefollowing relief:

“1) The Appellant requests that the CAS annuls Section |11 paragraph 3

2)

of the DRC Decision relating to compensation and replaces the sum
£625,000 with a sum representing no more than the residual val ue of
the Contract; or in the alternative

In the event that the CAS upholds the DRC decision to award a sum
of compensation in excess of the residual value of the contract, the
Appellant shall in any event request the CAS to annul Section 1|
paragraph 3 of the DRC Decision relating to compensation and
replace it with a new decision as it is unclear how the DRC has
arrived at the figure of £625,000 and furthermore, this amount of
compensation is excessive. In particular, the Appellant requests that
the compensation awarded to the Respondent by the DRC be reduced
for a number of reasonsincluding, but without limitation as follows:

the DRC Decisionis procedurally flawed due to the way in which the
DRC Decision was reached in breach of Article 13.4 of the Rules
Governing the Procedures of the Players' Satus Committee and the
Dispute Resolution Chamber (ed June 2005) (‘ Procedural Rules’)
which provides that decisions of the DRC musi contain “ reasons for
thefindings’ . Although the DRC refersto a number of factorsthat is
considered relevant to the calculation of compensation due to the
Respondent, it fails to adequately explain the significante of each of
the factors and how the final award has been calculated; and/or in
the alternative

(ii) the DRC in the DRC Decision has failed to follow its own settled

jurisprudence, in accordancewith SnissLaw andin particular, Article
44(1) of the Swiss Civil Code of Obligations, that contributo fault of
the “injured party” (i.e. the Respondent) is a material factor to
consider when calculating the sums of calculation duein the case of
a contractual termination without just cause. It is the Appellant’s
case that the Respondent treated the Player unfairly in the 2005/06
season and this is a material factor to be considered by the CAS
when determining the sum of compensation due to the Respondent;
and/or in the alternative

(iii)the DRC in the DRC Decision appears to piace reliance in the

Respondent’s favour on the fact that the Player had spent five seasons
with the Respondent. Furthermore, the DRC incorrectly observesthat



Cases between Webster, Heart of Midlothian, Wigan Athletic 189

the Respondent had a real interest in retaining the services of the
Player, however, the manner in which the contractual negotiations
vere conducted between the Respondent and the Player and the
Respondent’s subsequent unfair treatment of the Player are clear
evidence to the contrary; and/or in the alternative

(iv) the DRC in the DRC Decision wrongly considers that the amortised

v)

3)

transfer fee paid by the Respondent to Arbroath for the acquisition of
the Player in 2001 is relevant to the determination of the sum of
compensation payable in this case (given that the originai playing
contract the Player entered into in March 2001 was replaced by the
Contract in July 2003); and/or in the alternative ‘

the DRC in the DRC Decision hasincorrectly placed reliance on the
weekly wage that the Player was dueto earn under his new employment
contract with the Appellant. The Appellant submits that this contract
isirrelevant to the calculation of compensation, given that it has no
bearing on the loss suffered by the Respondent.

The DRC at Section I, paragraph 36 of the DRC Decision has itself
acknowledged that the Appellant is not guilty of any wrongdoing,
nor hasit induced the Player to breach the Contract. The Appellant
submitsthat it should therefore not be held to bejointly and severally
liable to compensate the Respondent, nor should it be deprived of the
Player’s playing services for the two week period in which the DRC
has ordered a playing ban to take effect. Thus, the Appellant further
requests that the CAS respectively annuls Section 1Il paragraph 5
and 9 on the following grounds:

the DRC has determined that the Appellant is not guilty of any
wrongdoing and did not induce the Player to terminate the Contract
and therefore it should not be held liable to pay compensation for
such breach. Contrary to the DRC'sreasoning, theliability for breach
of contract and the liability pay compensation flowing from such a
breach are inextricably linked; and/or in the alternative

(ii) the DRC in the DRC Decision wrongly imposed a two week playing

ban on the Player as it incorrectly concluded that the 15 day time
period within which the Player must have served hisnoticeto terminate
the Contract in accordance with Article 17(3) of the FIFA Regulations
for the Satus and Transfer of Players (ed Dec 2004) commenced on
the last league match and did not include the Scottish FA Cup Final.
In the alternative, if the DRC interpretation is upheld, the two week
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38.

playing ban imposed by the DRC is disproportionate to the 4 day
delay in the service of the notice by the Player. Furthermore and in
any event, given that the DRC has decided that the Appellant is not
guilty of any wrongdoing in thismatter, these* disciplinary measures’
adversely impact on the Appellant and its own sporting performance
asit is deprived of the Player’s playing services during this period
and are not therefore sustainable.

4) The Appellant therefore requests that in accordance with Article
R 57 of the CASCode, the Panel reviewsthe factsand thelaw relevant
to above points, annuls the specified sections of the DRC Decision
and replaces them with a new decision. In addition to the above
requests, and in the event that they are successful, the Appellant shall
request the Panel to grant an order that the Respondent shall be
liablefor all costsand expensesincurred by the Appellant in bringing
this appeal, including the costs and expenses of the CAS”

On the same date, Andrew Webster filed an appeal with the CAS against
the DRC decision, requesting thefollowing relief:

“27.(1) The Appellant requeststhat the CASannuls Section |11 paragraph
3 of the DRC Decision relating to compensation and replaces it with a
new decision asit is unclear how the DRC has arrived at this decision
and in any event, the amount of compensation awarded to the Respondent
isexcessive. In particular, the Appellant requests that the compensation
payabl e to the Respondent be reduced for a number of reasonsincluding,
but without limitation as follows:

(i) to (iii) same asWgan's ( 2) (i) to (iii) )

(iv) the DRC in the DRC Decision wrongly considers that the amortised
transfer fee paid by the Respondent to Arbroath for the acquisition of
the Player in 2001 is relevant to the determination of the sum of
compensation.

(v) the DRC in the DRC Decision has incorrectly took into account the
weekly wage of the new contract. The Appellant submits that this
contract is irrelevant to the calculation of compensation. Also the
guidelines indicate that this way of calculation is only possible for
playerstransferring from outside the EU/EEA zone of fromthis zone.

(2) the DRC wrongly imposed a two week playing ban on the Player asit
incorrectly concluded that the 15 day time period within which the
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39.

40.

3

Player must have served his notice to terminate his playing contract
with the Respondent in accordance with Article 17(3) of the FIFA
Regulations for the Satus and Transfer of Players (ed Dec 2004)
commenced on the last league match and did not include the Scottish
FA Cup Final. In the alternative, if the DRC interpretation is upheld,
the two week playing ban imposed by the DRC is disproportionate to
the 4 day delay in the service of the notice by the Player.

The Appellant therefore requests that in accordance with Article
R57 of the CASCode, the Panel reviewsthe factsand thelaw relevant
to above points, annuls the specified sections of the DRC Decision
and replaces them with a new decision. In addition to the above
requests, and in the event that they are successful, the Appellant shall
request the Panel to grant an order that the Respondent shall be
liablefor all costsand expensesincurred by the Appellant in bringing
this appeal, including the costs and expenses of the CAS. ((same as
4. of Wigan)).”

Intheir Statements of Appeal, Wigan and Andrew Webster jointly appointed
Mr Jean-Jacques Bertrand as arbitrator.

On 25 May 2007, Heartsfiled its Statement of Appeal with the CASagainst
the DRC decision, requesting thefollowing relief:

“4.1The relief sought on the Appeal is, pursuant to R57 and R65.4, that

CAS

(@)  Acceptsthis Appeal against the Decision;

(b)  Replaesthe Decision of the FIFA DRC and issues a new decision,
which:

(i)  Confirms that the FIFA DRC failed to assess the level of
compensation payablein accordancewith Article 17(1) of the FIFA
Regulations, either adequately, or at all;

(i) Specifiesthelevel of compensation for which the First and Second

(iii)

Respondents should be liable to the Appellant pursuant to Article
17(1) of the FIFA Regulations, in an amount to be determined in
accordance with Article 17(1). (In the Appeal Brief the Appellant
will make submissions as to the amount.);

Orders that the Respondents pay the amount so assessed; and
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41.

42.

43.

45.

46.

47.

48.

(iv)  Orders the Respondents to pay costs before the DRC and CASin
an amount to be assessed by the CAS”

Inits Statement of Appeal, Hearts appointed The Hon. Michael Beloff QC
MA as arbitrator.

On 31 May 2007, the CASinvited the partiesto indicate whether the same
Panel should be appointed in the cases CAS 2007/A/1298, CAS 2007/
A11299 and CAS 2007/A/1300 and whether they would agree that the
three appeal s proceedings be joined.

On 31 May 2007, Wigan indicated its agreement to the appointment of the
same Panel and to the joinder of the three proceedings.

On 1 June 2007, Andrew Webster indicated hisagreement to the appointment
of the same Panel and to thejoinder of the three proceedings.

On 4 June 2007, Hearts indicated its agreement to the appointment of the
same Panel and to the joinder of the three proceedings.

On 4 June 2007, al three parties filed their appeal briefs and Andrew
Webster indicated that he would berelying on the argumentsand evidence
submitted by Wigan.

On 6 June 2007, following the agreement of the Parties, the CAS confirmed
that the saure Panel would be appointed to decide the three appealsin a
single arbitral award.

On 26 June 2007, Wigan filed itsAnswer, which contained the following
prayersfor relief:

“98. The Respondent requests that the Panel dismisses the Appellant’s
claimfor compensation in the sum of approximately £4,680,508.96.

99. In particular, in respect of each head of loss claimed at paragraph
11.2 of the Appeal Brief, the Respondent responds as follows:

0] loss of opportunity to receive a transfer fee/or the
replacement value of the Player —£4 million: the Respondent
rejects this head in its entirety and refers the CAS to its
arguments set out above and in particular, to paragraphs
41 to 61,

(i) the residual value of the fina) year of the Contract —
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100.

(iii)

(iv)

v)

£199,976: the Respondent acceptsthat thisisthe only head
of potential recovery for the Appellant but submits that the
residual value of the Contract should be calculated in
accordance with its arguments as set out in more detail in
the Respondent’s Appeal Brief (and summarised below at
paragraph 100) so that the sum due to the Appellant is
limited to £132,585.24;

the profit that the Player will make from the New Contract
—£330,524: the Respondent rejectsthis head in its entirety
and refers the Panel to its arguments set out above and in
particular, to paragraphs 82 to 84;

the fees and expenses incurred by the Appellant to date —
£80,008.96 (plus further legai expenses pursuant to the
proceedings before the CAS): the Respondent rejects this
head in itsentirety and refersthe Panel to its arguments set
out above and in particular, to paragraph 86;

the sporting and commercia) losses suffered by the Appellant
— £70,000: the Respondent rejects this head in its entirety
and refers the Panel to its arguments set out above and in
particular, to paragraphs 94 to 95.

Furthermore, the Respondent refers to its Appeal Brief which it
submits must be read in conjunction with this Answer. In the Appeal
Brief, the Respondent sets out its own interpretation of the relevant
provisions of the Regulations and its request for relief which, in
summa, is that the CAS annuls the DRC Decision and replaces it
with its own decision which orders that:

(i)

the compensation dueto the Appellant islimited to theresidual
value of the Contract, given that this is a termination which
occurred outside the Protected Period. On the facts of this
case, given that the Appellant had informed the Player that he
would not play again until he signed a new playing contract,
only the guaranteed sums payable under the Contract can be
taken into account and no appearanceor performance bonuses
arerelevant. Furthermore, the outstanding bonus payment due
to the Player should also be deducted so the Respondent
calcul ates the maximum residual value of the Contract in the
sum of £132,585.24. Furthermore, in accordance with Article
44(1) of the Swiss Civil Code of Obligations, the compensation
should be also reduced to reflect the fact that the Appellant
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49,

50.

51.

by treating the Player unfairly during the period February to
May 2006, had contributed to itsown lass; or inthe alternative

(i) a figure of compensation that is less than the £625,000 is
payable to the Appellant, which it considers to be reasonable
inthe circumstances, giving dueregard to the objectivecriteria
‘under Article 17(1) as detailed in the Respondent’s Appeal
Brief the most important of which is that the termination
occurred outside the Protected Period, so that the most severe
aggravating factor of a termination inside the Protected Period
is absent in this case. Furthermore, the Respondent requests
that the compensation in any event should be further reduced
as the Appellant has contributed to its own losses by its
treatment of the Player during the period of February to May
2006; and

(iii) the Respondent isnot to be held jointly and severally liable to
pay compensation for the Player’s termination as the DRC
has determined that the Respondent was not guilty of any
wrongdoing and did not induce the Player to terminate the
Contract. Contrary to the DRC's reasoning, the Respondent
aversthat the liability for breach of contract and the liability
to pay compensation flowing from such a breach are
inextricably linked; and

(iv) the DRC in the DRC Decision wrongly imposed “ disciplina
measures’ in the form of a two week playing ban on the Player
asitincorrectly calculated the 15 day time period within which
the Player must have served his notice to terminate the
Contract, or in the alternative, if it has corrected calculated
this 15 day time frame, that the two week playing banisin any
event excessive.”

On 27 June 2007, Heartsfiled itsAnswer, which contained the following
prayersfor relief:

“ 6.1 Inlight of the arguments made in this Response, Hearts respectfully
requests that the Appellants' appeal be dismissed.”

On 27 June 2007, Andrew Webster filed hisAnswer.

On 28 June 2007, FIFA informed the CASthat it was renouncingitsright
tointervenein the proceedings.
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52.

53.

55.

56.

57.

On 3 July 2007, Hearts filed additional exhibits.

On 3July 2007, the CAS confirmed the congtitution of the Panel asfollows:
Mr Quentin Byrne-Sutton, as President, Mr Jean-Jacques Bertrand and
The Hon. Michael Beloff QC MA, as arhitrators.

On 24 July 2007, the Panel issued three procedural orders containing the
following decisions:

“ 1. Thetwo additional exhibits filed by Hearts are admitted on record.

2. Wigan and the Player are entitled to file any rebuttal documents
(affidavits and/or other documents) by 24 August 2007.

3. CASwill make arrangements for a hearing to be held in September
at a date which is convenient.

4. Thecostsof the present order shall be determinedin thefinal award.

1. A hearing shall take piace as soon as possible after 1 September
2007 at a convenient date to be found between the partiesand CAS.

2. Ifthe parties cannot agree on a reasonabl e date of hearing, it shall
be fixed by the Panel.

3. Thecostsof the present order shall be determined in thefinal award.

and

1. CAShasnojurisdiction to entertain an appeal against that part of
FIFA's decision of 4 Aprii 2007 imposing two-weeks of ineligibility
on the player Andrew Webster as a disciplinary measure.

2. Thecostsof the present order shall be determined in thefinal award."

On 21 August 2007, Andrew Webster filed additional exhibits.

On 7 September 2007, the CA Sinformed the partiesthat the hearing would

take piace over aperiod of two daysand that it would be held on 17 and 18

October 2007 at the CAS Court Officein Lausanne.

On 12 September 2007, the CASinformed the parties that the additional



196

Giurisprudenza internazionale

58.

59.

60.

a)

exhibits submitted by Andrew Webster had been admitted on record.

On 15 October 2007, the LegaNaziona e Professionisti filed anon-solicited
|etter with the CA S purporting to comment on certain aspects of the dispute
between the parties.

On 15 October CAS issued a generai procedural order, which was
subsequently countersigned by the partiesfor acceptance, indicating, anong
others, that the CAS had jurisdiction and that the parties confirmed their
acceptance of the joint appeal proceedings for the three cases and of the
issuance of asingle award.

Thehearing took piacein front of the Panel on 17 and 18 October 2007 in
Lausanne, Switzerland, with the Counsel of CAS (Mr. David Casserly) in
attendance. Thefollowing participantswere present:

Hearts

lan Mill QC, counsel

Peter Limbert, counsel

Stephen Sampson, counsel

Jane Mulcahy, counsel

Dr Stephan Netzle, counsel
Simon Di Rollo QC, counsel
Pedro Lopez, witness

Frank Clark, witness
VilmaVensiovaitienne, observer
Donaldas Urniezius, observer

b)

Andrew Webster

Juan de Dios Crespo Perez, counsel
Andrew Webster, player

0)

Wgan

Brenda Spencer, Chief Executive
John Benson, Generai Manager
Jim Sturman QC, counsel

Carol Cousg, counsel

Fraser Wishart, withess

Charles Duddy, witness

Graham Rix, witness

Philippe Piat, witness
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61.

62.

At the beginning of the hearing three outstanding procedura) issueswere
addressed. The Panel informed the partiesthat the letter submitted by the
L egaNazionale Professionisti was hot admitted into the record, dueto the
latter not being a party to the proceedings. Furthermore, with the parties
agreement, it was decided that an additional witness statement submitted
by Hearts would be admitted into the record and that the Panel’'s
determination asto the applicablelaw would beincluded in thefinal award
after hearing the parties’ pleadings on that issue, together with expert
testimony on Scottish and Swiss law.

The hearing continued with opening statements by the parties, followed by
the examination of the withesses and of Andrew Webster and, finally, the
parties' closing arguments.

[1l. THE PARTIES CONTENTIONS

A.

63.

Hearts

Heartsin summary submitsthe following:

The relationship with Andrew Webster deteriorated when he refused
to extend the empl oyment contract.

— Itisclear the Player wasa ready then seeking amorelucrative contract
and, to thisend, would not hesitate to terminate his employment with
Hearts.

— Only the second termination, without just cause, is relevant in
determining what compensation Andrew Webster must pay to Hearts
as aresult.

— Inthat respect, it is not disputed that the Player isliable to Hearts for
compensation. Rather, the appeal relates only to the amount of
compensation awarded by the DRC decision.

— Thisisthefirst case concerning aplayer breaching his contract without
just cause outside the * Protected Period’ as defined in the FIFA Status
Regulations.

— Infront of the DRC, Hearts claimed approximately £4.9 million in
compensation, however the DRC awarded the Club just £625,000,
thusfalling into error by assessing the amount of compensation at far
toolow alevel.
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Moreover, the FIFA DRC failed to explain how it arrived at thefigure
of £625,000 for compensation.

That figure of compensation does not compensate Hearts as required
by the FIFA Status Regulations.

The dispute forming the subject of this appeal must be viewed in the
Tight of the purpose underlying Article 17 of the FIFA Status
Regulations, namely the maintenance of contractual stability. Thisis
of paramount importanceto the football world. Indeed the importante
of the maintenance of contractual stability underpins the entirety of
section |V of the FIFA Status Regulations.

In order to ensure the maintenance of contractual stability the FIFA
Status Regulations provide for deterrents in the form of sporting
sanctions (i.e. aban on aplayer from playing for four monthsor more)
and the payment of compensation to the injured party by the player
and hisnew club.

The sanction to act to deter aplayer breaching his contract outside of
the Protected Period isthe payment of compensation.

Compensation assessed in accordance with the Status Regulations has
two purposes: (i) to act as a deterrent, especially wherethe breachis
outside of the Protected Period — as an injured club does not benefit
from the player being subject to a ban — and (ii) to compensate the
injured club for thelossit has suffered.

The deterrent element is particularly necessary as the FIFA Player’s
Status Committee will not permit a club to prevent a player who has
terminated in breach of contract without justcause from playing for
hisnew club.

In this case, the contract did not provide for any assessment of
compensation in the event of abreach by either party.

Thus, the compensation must be cal cul ated in accordance with Article
17(1) of the FIFA Status Regulations, whereby the assessment should
be undertaken by establishing and giving due consideration (i) to the
relevant national law, (i) the specificity of sport, (iii) if relevant, the
examplesof objectivecriteriaas set out intheArticle, (iv) whether the
breach occurred within aProtected Period, and (v) any other objective
criteriawhich isrelevant.
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— This approach was allo confirmed in several prior decisions of the
DRC and in CAS award Mexes & AS Roma vs. AJ Auxerre (TAS
2005/A/902, dated 5 December 2005) (“Mexes’). In that case, the
CAS confirmed that the three principal criteriaestablished by Article
22 of the 2001 edition of the Status Regulations for assessing
compensation for breach of contract are: (i) the principlesused in the
applicatile national law to establish and quantify |osses recoverable
for breach of contract, (ii) the specificity of the sport, and (iii) “any
other objective criteriarelevant to the case”, including those objective
criteriaspecified inArticle 22 itself.

— InMexes, the club Auxerre had not signed the player asaprofessional
from another club and therefore did not have unamortised acquisition
coststo takeinto account. The CA Sinstead cal cul ated the compensation
payable (¢7 million) by referenceto (among other things) the amounts
payable to the player under the contract he had breached (including
the commission paid by the club to the player’s agent), aswell asthe
losses that Auxerre suffered as a result of losing the possibility to
receiving atransfer fee for the player’s registration.

— Mexesisaparticularly apposite case. It dealt with acentral defensive
player (like Webster); whom the former club had acquired without a
transfer fee (the feefor Webster was the de minimis sum of £75,000);
whom the club had trained and devel oped for nearly six years, four of
those asaprofessiona (Heartstrained and devel oped Webster for five
years as a professional); where the player was 22 at the time of his
unilateral breach of contract (Webster was 24); and was of some
significane reputation and potential (like Webster), although with only
ahandful of international appearancesfor hiscountry, Rance (whereas
Webster had 22, for Scotland).

— Inthis case, to the extent that the Panel is required to construe the
meaning of the relevant parts of the FIFA Status Regulations (which
Hearts' asserts are clear), the Panel must do so in accordance with
Swiss Law, asthelaw of the domicile of FIFA and the law goveming
the FIFA Statutes. That isthe limit to which SwissLaw isrelevant to
thisdispute.

— Indeed, pursuant to Artide 17 (1) “ ...compensation for breach shall
be calculated with due consideration for the law of the country
concerned...” .

— Inthiscasethe“law of the country concemed” under Article 17(1) of
the FIFA Status Regulationsis Scots Law.
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Consequently, the FIFA Status Regul ations, asgoverned by SwissLaw,
require that the DRC and now the CAS give due consideration to
ScotsLaw when ng the compensation dueto the Club. To apply
any other national law would be contrary to article 17(1).

The particular remedies which exist under Scots law for breach of
contract are based on the principle of restitutio in integrum which
attemptsto return theinjured party to the position he would have been
in had the breach not occurred. In other words, Hearts' remedy for the
Player’sunilateral termination without just cause should be the award
of damagesin an amount which would return the Club to the position
it would have been in had the Player not terminated the Contract.

It isalso well established that, under Scots law, damages for loss of
profit pursuant to breach of contract are recoverable. Therefore the
DRC should have had regard to Hearts' loss of opportunity to agree
the transfer of the Player’s registration to another football club and
profit consequent thereon.

Similarly, the DRC should have had regard to the costs that would be
incurred by Hearts had it purchased areplacement player of asimilar
age, experience and ability to the Player.

In addition, the DRC should have had regard to the costs which were
wasted in the acquisition, training and devel opment of the Player, and
for which it did not receive the expected return of atransfer fee.

Another basic axiom of Scots law is that interest is recoverable on
contractual damages. As such, the DRC should have imposed upon
the Player and/or Wigan, interest on the compensation payable from
the date of the Player’s termination.

Alternatively, andin theevent that the CA Sdecides Swisslaw principles
should be applied in establishing the measure of the compensation to
be paid, the CAS should arrive at broadly the same position asexists
under Scots law as the steps set out below are similarly consistent
with the application of Swiss law.

In order to assess the amount that it would cost Hearts to obtain a
replacement player of similar age, experience and quality to the Player,
or theloss of the opportunity to receive atransfer feg, it is necessary
for the CAS to consider the market value of the Player or his
replacement by reference to the following three factors: (a) whether
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there were existing or pre-existing bids from other football clubs for
the Player; (b) the transfer fees recently paid for players of similar
value to the Player; and (c) the assessment of the Player’'s market
value by an independent expert witness, in this case Mr Franti Clark.

— Inrespect of the first criterion, on 21 June 2006 Hearts received an
official written offer of £1.5million GBP for the Player from
Southampton.

— However, Hearts refused this offer since it was considerably below
the market value of the Player.

—  Other clubs, including Blackburn RoversFootball Club, a so expressed
interest in the Player.

— In respect of the second criterion, the cost to a club in the English
Premier Leaguefor aplayer of asimilar pedigreeto the Player would
have been between £3-5 million. Thisisevidenced by thetransfer fees
paid by or to English Premier League clubs during thetransfer window
in Summer 2006 for players of a similar age, position, calibre, and
contractual status as the Player.

— Inrespect of the third criterion, the CAS is invited to consider the
evidenceof Mr Franti Clark, whoisanindependent expertin ng
aplayer'svaluein the football market, particularly in the UK.

— Assetoutinfull inhisreport, Mr Clark’s view of the market value of
the Player at the time of his unilateral termination without just cause
was approximately £5 million.

— Hearts submitsthat this would also form the basis of a sum to obtain
areplacement player of the same standing. In practice, Hearts has not
obtained aplayer of similar age, ability and experience chiefly because
the Club has not had the financial resourcesto enter the transfer market
at the necessary level. Instead, the Club has been compelled to replace
the Player with Christophe Beffa, afotliner academy player.

— The CAS must also have regard to characteristics of the Player’s
employment at the Club. In particular, it is relevant to establish the
training and educational role played by Hearts, and its approach to the
maintenance of contractual stability.

— Itisrecognised by the DRC decision that Hearts played afundamental
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role in the vast improvement of the Player during the time he spent
with Club from the ages of 19 to 24.

Theimprovement in the Player, which Heartsfacilitated and cultivated,
was itself duly recognised by Hearts. Hearts attempted over a period
of one year to agree the tenns of a hew and substantially improved
contract,but its offerswere rejected.

Further, the CA S shouldrecognisethat it cannot befor the good of the
gamefor abreach of contract in these circumstancesto be compensated
inadequately.

Theresiduai value of the Player’s Contract should also be considered
asan element informing the assessment of compensation dueto Hearts.

The CASshould also haveregard to the profit the Player will make on
his contract with Wigan, which was obtained as a direct result of his
unilateral termination without just cause.

With regard to the fees and expensesincurred by Hearts, it signed the
Player on a4-year contract in 2001 for £75,000 from Arbroath Football
Club. In 2003, the Club and the Player agreed to re-negotiate the
Player’s employment tetuis and entered into the Contract.

In view of the above, the amortisation of the transfer fee paid for the
Player should be considered, but not to the detriment of other factors,
as to do so would result in Hearts not being compensated for the
unilateral termination. Rather, what is relevant to this calculation is
the sporting and financial investment Heartshas madein training and
developing the Player during the last 5 years.

Hearts (a) has also incurred legai fees in dealing with the Player’s
unilateral teiuiination and pursuing its claim for compensation and
sanctions before the FIFA DRC, amounting to £80,008.96 and (b)
will incur additional costs in relation to this appeal, nhone of which
would have been incurred but for the Player’s unilateral termination.

When calculating thelevel of compensation which should be awarded
to Hearts, the CA S should take into account the following criteriaare:
(i) whether there are any terms in the Contract which provide for
compensation in the event that the Player terminateshiscontract or is
transferred; (ii) the circumstances surrounding the Player’ s unilateral
termination of the Contract and hisdisregard for contractual stability;
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and (iii) the playing and commerciai losses suffered by Hearts as a
result of the Player’s unilateral termination of the Contract.

— Inthat relation, Clause 21 of the contract states, inter aia “....the
Player shall not be registered for any other club without payment of
a compensation fee (fixed in manner provided by the Rules of The
Scottish Premier League) by that other club to the club which
previously held the Player’s Scottish Premier League Registration.”

— In this case, the Player deliberately sought to circumvent Hearts
contractual right to compensation in the event of the Player’stransfer
to another club. The actions of the Player have been reprehensible
from the outset. The Player has sought to exploit the good faith of
Hearts and his actions to date as evidenced by his consistent aim to
secureasignificant financial gain directly at the expense of, and without
regard for, Hearts, the maintenance of contractual stability, hisNational
Association or FIFA regulations.

— The Player’s actions in this matter are an aggravating factor which
must be taken into accounted.

— With respect to sporting and commercial losses suffered by Hearts,
had the Player honoured the terms of the Contract as the parties
intended, Hearts would not have been deprived of the services and
positive impact for itsimage of one of its most important players.

— For al the foregoing reasons, pursuant to the proper assessment of
compensation under Article 17(1) of the FIFA Status Regulations,
Hearts should be compensated in asum in the region of £4,680,508.96
broken down asfollows: (i) for Hearts' |oss of opportunity to receive
atransfer fee for the Player/or the replacement value of the Player
(calculated reasonably by reference to the schedule of players
transferredinthelast transfer window, the offersreceived for the Player
from other clubs, and the estimated market value for the Player given
by Frank Clark) —£4 million; (ii) for theresiduai value of thelast year
of the Player’s Contract (calculated in accordance with the salary of
the Player for thelast 12 months of the Contract) —£199,976; (iii) for
the profit the Player will make from the New Contract — calcul ated by
reference to the difference between the value of the last year of the
Contract and the first year of the New Contract — (subject to
clarification by Wigan) approximately £330,524; (iv) for thefeesand
expenses incurred by Hearts to date — £80,008.96 (plus further legai
expenses pursuant to the proceedings before the CASto be provided);
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64.

(v) for the sporting and commerciai |osses suffered by Hearts—£70,000
(whichisan estimated sum at this stage).

Andrew Webster and Wigan

Although the Player’s newly appointed counsel added some points during
his closing arguments, the Player’s submissions of both fact and law
throughout the proceedings have largely incorporated or reflected those of
Wigan. Consequently, except for the specific argument made by Wiganin
relation to theissue of itsjoint liability, thefollowing summary reflectsthe
substance of both the Player’s and Wigan's submissions:

The DRC decisionisprocedurally flawed dueto the way inwhich the
DRC Decision was reached in breach of Article 13.4 of the Rules
Governing the Procedures of the Players' Satus Committee and the
Dispute Resolution Chamber (ed June 2005), which provides that
decisione of the DRC must contain “ reasons for the findings” .
Although the DRC refers to a number of factors that it considered
relevant to the cal culation of compensation due to the Respondent, it
failsto adequately explain the significance of each of the factors and
how the final award has been cal cul ated.

The DRC decision fails to follow its own settled jurisprudence, in
accordance with Swiss Law and in particular, Article 44(1) of the
Swiss Civil Code of Obligations, that contributory fault of the*injured
party” (i.e. Hearts) is amaterial factor to consider when calculating
the sums of calculation due in the case of a contractual tennination
without just cause. Hearts having treated the Player unfairly during
the 2005/06 season this is a material factor to be considered when
determining the sum of compensation.

The DRC decision appears to piace reliance in the Club’s favour on
the fact that the Player had spent five seasons with the Club.
Furthermore, the DRC incorrectly considersthat Hearts had agenerai
interest in retaining the services of the Player.

The manner in which the contractual negotiationswere conducted and
the Club’ ssubsequent unfair treatment of the Player are clear evidence
to the contrary.

The DRC decision wrongly considerathat the amortised transfer fee
paid by Hearts for the acquisition of the Player in 2001 isrelevant to
the determination of the sum of compensation payable in this case
(giventhat the origind playing contract the Player entered intoin March
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2001 was replaced by the contract in July 2003).

— TheDRC decisionincorrectly placesreliance on the weekly wagethat
the Player was due to eam under his new employment contract with
Wigan. That contract isirrelevant to the cal cul ation of compensation,
given that it has no bearing on the loss suffered by Hearts.

— The DRC-decision recognizes that Wigan is not guilty of any
wrongdoing, nor hasit induced the Player to breach the contract. Wigan
should therefore not be held jointly and severally liableto compensate
Hearts.

— Theemployment contract is not expressed to be governed by Scottish
law, but rather the contract provides at clause 26 that it is subject to
the “ Articles of the Scottish Football Association and the Rules of
the Scottish Premier League” . Mese Articles and Rules have made
themselves expressly subject to the statutes and regulations of FIFA,
including, in particular, the Regul ations themsel ves. Furthermore, the
Appellant has expressly accepted the relevance of the Regulations by
submitting the resolution of the dispute to both FIFA and the CAS.

— Inthis respect, it is to be noted that according to article 17(1) and
article 25 (6) of the FIFA Status Regulations, national law isnot binding
upon the DRC or, therefore, the CASin these appeal proceedings.

— Giventheinternational nature of thisdispute, it isappropriatethat the
Regulations should apply to this dispute asfar as possible unfettered
by theidiosyncrasies of individual national laws.

— Thisprincipleisconfirmedinthe CAS Case 2005/A 1983 & 984 Club
Atletico Penarol v Carlos Heber Bueno Suarez and Christian Gabriel
Rodriguez Barotti & Paris Saint Germain, in which the CAS held:
“ Joort is, by its nature a phenomenon which transcends borders. It
isnot only desirable, but essential that the rules governing sport on
an international level have a uniform and broadly consistent nature
throughout the world. To ensure its respect on a world level, such
regulations cannot be applied differently from one country to another,
particularly because of theinterferences between state law and sports
regulations. The principle of the universal application of FIFArules
— or any other international federation — meets the requirements of
rationality, safety and legai predictability ... The uniformi ty which
resultstendsto guarantee equality of treatment between all destinees
of these standards whatsoever country they arein” .
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However, Swisslaw isa so relevant to determine the crux of thismatter,
i.e. the sum of compensation dueto the Appellant.

In the Mexes case the CAS held that in the context of the dispute
regarding the premature termination of a French employment contract,
which expressly referred to the * Professional Football Charter’ (which
governs footbhall employment relations in France) French law was
relevant, but only to “ the limited angle of the interpretation andlor
assessment of Mr Philippe Mexes' employment contract” . It went on
to hold that the substance of the dispute should be determined in
accordance with Swiss law: “ as all the parties to there proceedings
agreed to submit to the FIFA statutes and the Code of Arbitration...,
the Unit considered that Swisslaw musi govern determining theloss’ .

EC law is also applicable in this case as al three parties reside and
engagein economic activitiesin Member States of the EU. Furthetmore,
the Regulations themsel ves actually govern the movement of players
between EU Member States and therefore they affect trade between
Member States.

Thereforethe activities of Hearts, Wigan and the Player are subject to
EClaw and EClaw isapplicableinthis case so far asthe DRC decision
and the Panel’s own determination must be in compliance with EC
law to belegal and primafacie enforceable.

That said, it is clear that the resolution of the issues at the centre of
this appeal will turn on an interpretation of Article 17 of the FIFA
Status Regulations.

Hearts seeksto piacereliance on theimportance of contractual stability,
which it asserts is a justifying factor for the level of compensation
sought by Hearts as a suitable “deterrent” for the Player having
terminated hiscontract. It failsto acknowledge, however, that another
fundamental concept, developed with thegoal of striking aright balance
between the respectiveinterests of clubsand playerswasthe so called
“Protected Period”. Whilst a player may be required to compensate
his former club for a unilateral termination of contract which has
occurred, if this termination occurred outside the Protected Period,
then the sum of compensation awarded cannot constitute arestriction
upon that player’sright of freedom of movement withinthe EU, ashe
hasalready complied with the stipulated period of contractual stability.

Imposition of compensation in excess of the residuai value of the
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employment contract would consgtitute such arestriction. Theimposition
of any amount in the region of £4,680,508.96 as requested by Hearts,
which effectively comprises the imposition of an arbitrary transfer
fee, would undoubtedly create a barrier to the free movement of the
Player, contrary to the principles of EC Law.

— Thereisavital distinction between the treatment of a termination,
dependent upon whether thishas occurred inside or outsidethe Protected
Period. It isevident that the Player has observed theterms of the contract
during the agreed stability period, aconcept which had been expressly
approved by clubs and thus Hearts.

— Given that under article 17 of he FIFA Status Regulations thereisa
diding scale of sanctions in piace that is referable to whether the
termination took piace inside or outside the Protected Period, by
anal ogy, theissue of whether thetermination occurred inside or outside
the Protected Period must therefore be of major significance when
determining thelevel of compensation payable.

—  Indeed, whether the termination occurred incide or outsidethe Protected
Period is expressly stated as being one of the objective criteria for
calculating compensation under Article 17(1) of the FIFA Status
Regulations. Therefore whilst it accepts that compensation is due to
Heartsin accordance with the provisionsset out inArticle 17(1) of the
Regulations, such sumsmust not be punitivein nature, so asto restrict
the Player’sfree movement rights, contrary to therightsenshrined in
Article 39 of the EC Treaty, as the Player has fully respected the
required contractual stability period of three years.

— Whilst it is accepted that the article 17 objective criteria may not be
exhaustive, it is the particular criteria Hearts seeks to introduce that
are unacceptable. The two considerations upon which Hearts whole
casefor compensation hingesarethealleged criteriafor the replacement
costsof acquiring anew player and/or theloss of opportunity to receive
atransfer fee.

— Itisnoteworthy that two such purportedly significant factors, which
are likely to form part of the factual matrix of any termination and
which Heartsvaluesinthiscase at £4 million arenot expressly included
inthearticle 17 objective criteria. ff these factorswereintended to be
included, they would have been listed in article 17(1).

— Evenif the CASaccepted that the principle of “ restitutio inintegrum”
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was applicable, then the position that Hearts be in had the Player not
utilised the article 17(3) mechanism would be to have had the Player
contractually bound to it under the contract for a further year. This
position is a wholly different position from the one put forward by
Hearts that it has in fact lost the opportunity to sell the Player for a
profit.

Furthermore, Hearts cannot claim that it would have sold the Player
had he not terminated the contract as any such transfer would have
required his consent. Consequently, Hearts has not proven that had
the Player not terminated the contract, it would have transferred him
for a profit. Indeed, it is very likely that the Player would have left
Hearts upon the expiry of the contract without any compensation being
payableto Hearts. Hearts acceptsthisat paragraph 9.10 of the Appeal
Brief asit states that “ upon expiry of the contract, the Player would
be able to move to another club without payment of a transfer fee” .
Hearts cannot therefore prove that it haslost atransfer feein respect
of the Player. Its claim for loss of a transfer fee must therefore be
rejected.

Initsargument for loss of atransfer fee, Hearts attemptsto construct
aclaim based upon an arbitrary and subjective ‘ market value’ of the
Player by referenceto threefactors. Thiswhole argument for atransfer
feeisrejected as amatter of principle: however the relevance of the
evidence adduced by Hearts as to the market value is also rejected.

Hearts adduces evidence of transfer fees paid by or to English Premier
L eague clubs during the summer 2006 Registration Period for “ players
of asimilar age, position, calibre and contractual statusasthe Player”.
Such an approach isflawed asit failsto recognise the fact that each of
thesetransferswasamutually agreed transfer between the selling club,
player and the buying club of aplayer under contract and thus has no
resemblanceto the situation where aplayer haslegitimately terminated
his contract in accordance with Article 17(3). The comparisonswhich
Hearts seeks to make cannot be made.

Moreover, the CAS was criticai of asimilar approach by Auxerrein
the Mexes case, holding that “ AJ Auxerre’s argument is based on a
hypothetical transfer price contingent on transferscompleted for other
players. The amount claimed is therefore unfounded because it is
hypothetical and based solely on estimates” .

Although Heartsrelies on the Mexes case, the present caseis clearly
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distinguishable since the unilateral termination occurred outside the
Protected Period. It is, however, also vital to note the basisuponwhich
the conclusion in the Mexes case was reached: the player’s former
club Auxerre and his new club, AS Roma, had been in negotiations
over apossibletransfer of the player’ sregistration which had not proven
to be successful, in which Roma had made a definite offer of «4.5m
for the transfer of the player. The CAS therefore concluded that “...
(Nt is therefore quite clear that Mr Mexes' violation of his contract
resulted in the French club being deprived of a transfer fee which
had been the object of a concrete offer from ASRoma in the region of
*4,500,000.”

— Thusclearly the calculation of damagesin Mexes hasto be considered
within the context of a negotiation between two clubs both where the
buying club made an offer for the transfer of the player’sregistration
and whilst the player was inside the Protected Period. Therefore the
situation constituted what CAS refers to as a “failed transfer”. This
wasthe only reason that the CA S concluded that Auxerre had suffered
alossin not receiving atransfer fee from AS Roma.

— Theevidence of Mr Frank Clark relied on by Heartsisirrelevant. Mr
Clark has evidently been requested to provide a subjective opinion on
a perceived transfer market value of the Player during the Summer
2006 transfer Registration Period.

— Furthermore, Hearts rejected the offer from Southampton FC on 21
June 2006 and was thus prepared to wait for other offersinto July and
August 2006, i.e. during the last 12 months of the Contract. As such,
the evidence of Mr Clark that “...the generai rule is that the value of
a player reduces when he is coming towards the end of his contract —
i.e. when heiswithinthelast 12 monthsof it...” actually undermines
Heart's argument for a transfer fee in excess of the level of
Southampton’s offer.

— Hearts asserts that the DRC should have had regard to the costs that
would beincurred by Heartshad it purchased areplacement player of
asimilar age, experience and ability to the Player. However, itisclear
that by the Appellane s own admission, thisis a hypothetical head of
loss that has not been proven as the Appellant has not demonstrated
what its loss actually is. Indeed, Hearts states “ in practice, Hearts
has not obtained a player of a similar age, ability and experience.”
The Panel must therefore reject this argument.



210

Giurisprudenza internazionale

Furthermore, on the basis of the Swisslaw principlethat contributory
fault of theinjured party should be taken into account when ng
damages, given that it was Hearts that chose not to select the Player
and transfer listed him, Hearts must be held solely responsible for the
situation fit findsitself in, or in the alternative to have made a major
contribution in thisregard.

Hearts states that the DRC should have had regard to the costs which
were allegedly wasted in the acquisition, training and devel opment of
the Player and for which it did not receive the expected return of a
transfer fee. However no transfer fee was guaranteed in respect of this
Player.

Moreover, any credit attributableto Heartsfor the Player’sdevel opment
can only be by reference to the seasons between the ages of nineteen
and twenty one, i.e. until histraining period ended, and in thiscase no
Training Compensation is payable under Article 20, Annex 4 of the
FIFA Status Regulations as the Player was twenty four when he
terminated the contract.

In any event, the costs of acquisition of the Player were not “wasted”
since Hearts benefited from what it has acknowledged as the
performances of aplayer who became“integrai to thefirst team” over
acourse of over 5 yearsin return for what it hasitself acknowledged
tobe* ademinimissumof £75,000” transfer feeto Arbroathin March
2001.

Onthe basis of established jurisprudence of the DRC, interest isonly
payable on contractual damages awarded by the DRC if payment of
the said sum has not been paid within thirty days of the decisiontothis
effect, (unless, of course, an appeal is made). Furthermore until a
final and binding determination is reached, neither party is aware of
the exact sum of compensation due to Hearts, so interest cannot yet
run.

The principle of the specificity of sport is a factor which is to be
considered within the context of assessing compensation under Article
17(1) asthe said Article makes express referencetoit.

Inthat relation, credit must be attributed to the Player’s devel opment
to hisown abilities, commitment and professionalism. The CASitself
ratified such approach in Mexes, where it held that when assessing
compensation, credit should be given to the player for his own effort
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in progressing his career.

— Inaddition, insofar as Hearts seeks an increase in the compensation
dueto the development roleit played, it must also therefore accept its
roleintherelative decline of the Player during the period of February
2006 to October 2006 during which time his appearancesin both first
team club football and international football were greatly diminished.
This negativeimpact on the Player must also be considered under the
head of the * specificity of sport’ in reducing the sum of damages payable
Hearts.

— Hearts refers to the CAS case of Ariel Ortega v Fenerbahce SK &
FIFA (2003/0/482) (“ Ortegacase”), in which the DRC calculated the
sum of USD 11,000,000 as compensation due to Ortega’s previous
club, Fenerbahce SK in consideration of: (i) the transfer fee paid to
the player’s previous club, ParmaAC; (ii) paymentsto the Argentine
Football Association pursuant to the terms of a collettive bargaining
agreement; (iii) payments in respect of the acquisition of the image
rights of the player; and (iv) theresiduai value of the player’splaying
contract.

— The Ortega Case should, however, be considered on its own facts as
this caserelated to Mr Ortega's unilateral termination of his contract
inside the Protected Period and after only 9 months of service to
Fenerbahce. The question of when the termination occurs is
fundamental to the calculation of compensation. In any event, even if
the Panel were to apply the reasoning behind the Ortega case to the
facts of this case, given that the transfer fee of £75,000 paid by the
Appellant to Arbroath in 2001 is not relevant, and in the absence of
image right payments and/or paymentsto any football association, the
only factor of relevanceistheresidual value of the contract (which on
the facts of this appeal is £132,585.24).

— Hearts dlo refers to the DRC case of Club A v Player B dated 15
January 2004. However that case does not support itsclaim. The sum
of compensation awarded was based on the proportion of asigning on
fee which had been paid to the player up front, and for which the club
had not received a benefit, as the player prematurely terminated his
contract. The player was therefore required to reimburse the club the
proportion of the signing on fee which related to the unexpired portion
of the playing contract. Thisdecisionistherefore not directly relevant.

— Theresidual remuneration dueto the Player under the Contract isthe
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sole factor, or in the alternative the principal factor to consider when
assessing the compensation that is payable to Hearts.

Inthecasein hand, theresidual vaue of the contract can only comprise
the guaranteed sums of salary and signing-on fee that the Player was
dueto receive under the contract, rather than estimated bonuses based
on previous seasons when the Player was an ever present member of
theteam.

Heartsreliance onthe DRC case of Player X v ClubY of 22 November
2005 is botti surprising and misconceived since that case concerns a
breach of contract by aclub and not by aplayer. The club wastherefore
liableto pay damagesto the player which must of course be calculated
by reference to the sums payabl e to the player under his new contract
to facilitate the principle of the ‘mitigation’ i.e. so that the player is
required to give credit for any sums he receives under anew contract
to reduce hislosses as aresult of the breach of contract by the club.
Thisisthe only situation when the value of the new contract can be
relevant.

Hearts has failed to adduce any other jurisprudence to support its
argument that remuneration and benefits under the New Contract are
relevant. Moreover the exact wording of Article 17(1) i.e. “ and/or the
new contract” isindicative of thefact that the termsof any new contract
are clearly not applicablein all circumstances.

Although Hearts seeks to recoup the legai costs in the sum of
£80,008.96 that it hasincurred to date, in accordance with established
DRCjurisprudence, such feesare not recoverablein DRC proceedings.
In respect of thelegal feesincurred by Hearts, the Panel must determine
thisissue in accordance with article R 64.5 of the CAS Code.

Hearts' submission that it had an absol ute right to acompensation fee
inreliance on clause 21 of the contract is self-serving asthe Appel lant
has sel ectively quoted from this clause.

Inthat relation and asapreliminary matter it isnoteworthy that Scottish
Premier League Rulesreferredtoin clause 21 must belimited in scope
to national transfersand thereforethisclauseisirrelevant in this case
whichisgoverned by the Regul ations.

65. Furthermore, clause 21 must be examined initstrue context by accounting
for the fact that this provision crossrefersto the compensation procedure
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set out in detail at Rule D 11 of the Rules of the Scottish Premier League,
which expressly providesat Rule D 11.2 that “ a club shall not be entitled
to Compensation in the event that Registration to another Club occurs
after the Professional Player concerned reaches the age of 24" . Given
that the Player was over twenty four when hisregistration wastransferred,
thisprovisionisin any event irrelevant.

IV. DISCUSSION OF THE CLAIMS

A.

66.

67.

68.

69.

70.

71.

Jurisdiction

The appeal sare admissible asthey werefiled within the deadline stipul ated
in article 61 of the FIFA Statutes and in the appeal ed decision.

The jurisdiction of CAS, which is not disputed, derives from articles 60
and 61 of the F'IF' A Statutes and art. R47 of the Code of Sports-related
Arbitration (“CAS Code").

The scope of the Panel’s jurisdiction is defined in art. R57 of the CAS
Code, which provides that: “ The Panel shall have full power to review
the facts and the law. It may issue a new decision which replaces the
decision challenged or annul the decision and refer the case back to the
previous instance” .

Applicable Law

Therules of law applicable to the dispute between the Player and Hearts,
onthe one hand, and between thelatter and Wigan, on the other hand, could
in theory be different, since the parties are not the same and the clubs are
not contractually bound to one another as the Player was with Hearts.

However, for the reasons now examined, the Panel finds that the same set
of regulations and same national law are applicable to all three of the
proceedings having been joined and to all aspects of the dispute between
the parties.

Since chapter 12 of the Swiss Private International Law Act (“PlLact”)
governsall international arbitrationswith their seat in Switzerland and this
arbitration constitutesan international arbitration with itsseat in Switzerland
asdefined by article 176 of the PILact, article 187 PlLact isthe underlying
conflict-of-law rute which is applicable in determining the governing rules
of law.
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72.

73.

74.

75.

76.

77.

78.

79.

According to article 187 of the PILact (free trandation): “ The Arbitral
tribunal shall decide the dispute according to the rules of law chosen by
the parties or, in the absence of such a choice, according to the rules of
law with which the case has the closest connection.”

Artide 187 of the PILact gives the parties a large degree of autonomy in
selecting the applicable rules of law - including the possibility of choosing
conflict-of-law rules (to determine the governing substantive law), anational
law or private regulations. Moreover, the parties’ choice can be tacit, e.g.
result from their conduct during the proceedings.

In the present case, the applicable regulations and national law result from
acombination of choices and references by the parties.

With respect to the Player and Hearts, the primary source of choice of law
would be the employment contract. That caid the employment contract
contains no choice-of-law clause. With regard to the applicabl e regul ations,
clause 10 provides that:

“The Player and the Club shall observe and be subject to the Rules,
Regulations and Bye-Laws of The Scottish Football Association, The
Scottish Premier League and such other organisations of which these bodies
or the Club is a member and in the case of any conflict between this
Agreement and such Rules, Regulations or Bye-Laws then such Rules,
Regulations or Bye-Laws shall take precedence. The Player shall also at
all times observe the reasonable Rules of the Club.”

Since the Scottish Football Association is a member of FIFA, the FIFA
regulations and bylaws are applicable and take precedence in accordance
with thereferencein clause 10.

The FIFA regulations and bylaws in turn contain a main choice-of-law
clause under article 6082 of the FIFA Statutes, whereby: “ The provisions
of the CAS Code of Sports-Related Arbitration shall apply to the
proceedings. CAS shall primarily apply the various regulations of FIFA
and, additionally, Swiss law.”

The foregoing choice-of-law clause underlines the primary application of
the various FIFA regulations, while referring to the CAS Code and Swiss
law.

In the present case, the referenceto the CAS Code simply hasthe effect of
re-confirming the primary application of the FIFA regulations and the
additional application of Swisslaw sinceart. R58 of the CAS Code provides
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80.

81.

82.

83.

85.

86.

that: “ The Panel shall decide the dispute according to the applicable
regulations and the rules of law chosen by the parties or, in the absence of
such a choice, according to the law of the country in which the federation,
association or sports-related body is domiciled or according to the rules
of law, the application of which the Panel deems appropriate. In the latter
case, the Panel shall give reasons for its decision.”

Furthermore, all the partiesin all three cases are basing their contentionsin
part on the FIFA regulations, notably on the FIFA Status Regulations.

For the above reasons, the Panel finds that all tee parties have chosen the
primary application of the FIFA regulations to the mattersin disputein all
three cases.

That said, aquestion remains concerning the scope of application of Swiss
law in addition to the FIFA regulations, in light of thefact that according to
article 17(1) of the FIFA Status Regulations, “... compensation for breach
shall be calculated with due consideration for the law of the country
concerned...” and that according to article 25 (6) the DRC shall when
making itsdecisions, “... apply these Regul ations whil st taking into account
all relevant arrangements, laws and/or collective bargaining agreements
that exist at national level, as well as the specifici ty of sport” .

The Panel considers that the reference in article 17(1) of the FIFA Status
Regulations to “ the law of the country concerned” does not detract from
the fact that according to the clear w,ording of article 6082 of the FIFA
Statutes, the FIFA intended the interpretation and validity of itsregulations
and decisions to be governed by a single law corresponding to its law of
docile, i.e. Swisslaw.

Thus, the Panel findsthat the interpretation of the FIFA regulationsand the
validity of the DRC decision under appeal must be determinedin application
of Swisslaw.

Moreover, the Panel findsthat article 25(6) of the FIFA Status Regulations
andthereferenceinarticle 17(1) tothe* law of the country concerned” are
not, properly speaking, choice-of-law clauses.

Givenitsformulation, article 25(6) must be deemed agenerai render to the
decision-making bodies of FIFA (PSC, DRC, Single Judge and DRC Judge)
that in making their decisions under the FIFA regulations they must not
apply those regulations in a vacuum but must account for the applicable
contractual arrangements, collective agreements and national law. Article
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87.

88.

89.

90.

91.

92.

25(6) does not purport to specify what national law is relevant.

Astoarticle 17(1) of the FIFA Status Regulations, itisclear fromitswording
that the referenceto the* law of the country concerned” isnot a choice-of-
law clause, since it merely stipulates that such law is among the different
edementsto betakeninto considerationin ng thelevel of compensation.

In other words, article 17(1) does not require that compensation be
determined in application of anational law or that the rules on contractual
damage contained in the law of the country concerned have any sort of
priority over the other elementsand criterialisted inarticle 17(1). It smply
means that the decision-making body shall take into consideration the law
of the country concerned while remaining freeto determine what weight, if
any, isto be given to the provisions thereof in light of the content of such
law, the criteriafor compensation laid down in article 17(1) itself and any
other criteriadeemed relevant in the circumstances of the case.

In the present case, the law of the country concerned is Scottishlaw, since
Scotland has the closest connection with the contractual dispute; being at
oncethe country where the employment contract was signed and performed
and where the club claiming compensation (Hearts) and the Player were
domiciled at the time of signature and termination.

In sum and for the above reasons, the Panel considers the applicable law
and regulationsto be asfollows:

— TheFIFA regulationsin determining the amount of compensation
due to Hearts as a result of the Player’s unilateral termination of
his employment contract.

— Swisslaw ininterpreting the FIFA regulations and the validity of
the DRC’ s decision under appeal .

— Scottishlaw, if the Panel deemsany provisionsarerelevant to apply
in conjuction with the FIFA Status Regul ationsin determining the
level of compensation dgeto Hearts.

For reasons that will be explained bel ow when discussing the claims, the
Panel considersthat the provisions of Scottish law invoked by Hearts should
not be applied.

Finally, with respect to EC law invoked by the Player and Wigan, the
Panel shall examine its scope of application if it becomes necessary in
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93.

94.

relation to the type of compensation decided.

Merits of the Appeals

Thecentrai provision of the FIFA Status Regulationsinvoked by the parties
isarticle 17, which provides asfollows:

“ Artide 17 Conseguences of Terminating a Contract Without Just Cause
The following provisions apply if a contract is terminated without just
cause:

1

In all cases, the party in breach shall pay compensation. Subject to
the provisions of Art.20 and annex 4 in relation to Training
Compensation, and unless otherwise provided for in the contract,
compensation for breach shall be calculated with due consideration
for the law of the country concerned, the specifici ty of sport, and any
other objectivecriteria. Thesecriteria shall include, in particular, the
remuneration and other benefits due to the player under the existing
contract and/or the new contract, the time remaining on the existing
contract up to a maximum of five years, the fees and expenses paid or
incurred by the Former Club (amortised over the term of the contract)
and whether the breach falls within a Protected Period.

Entitlement to compensation cannot be assigned to a third party if a
Professional is required to pay compensation, the Professional and
his New Club shall bejointly and severally liable for its payment. The
amount may be stipulated in the contract or agreed between the parties.

In addition to the obligation to pay compensation, sporting sanctions
shall also be imposed on any player found to bein breach of contract
during the Protected Period. This sanction shall be a restriction of
four months on his eligibility to play in Official Matches. In the case
of aggravating circumstances, the restriction shall be six months. In
all cases, these sporting sanctions shall take effect from the start of
the following Season of the New Club. Unilateral breach without just
cause or sporting just cause after the Protected Period will not result
in sporting sanctions. Disciplinary measure may, however, beimposed
outside of the Protected Period for failure to give due notice of
termination (i.e. within fifteen days following the last match of the
Season). The Protected Period starts again when, while renewing the
contract, the duration of the previous contract is extended.”

The partiesare at onein arguing that the DRC misapplied article 17 of the
FIFA Status Regulations and in doing so violated procedural requirements
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95.

96.

97.

98.

99.

100.

101.

of FIFA regulations by failing to explain how it arrived at the figure of
£625,000 in compensation.

The parties however disagree as to how the criterialaid down in article
17(1) should be applied and therefore as to the amount of compensation
owed to Hearts.

Consequently, the Panel shall (a) begin by examining whether the DRC
decision can be deemed in violation of the FIFA regulations and, if so,
shall (b) make a new determination as to the amount of compensation
owed to Heartsin application of article 17 of the FIFA Status Regulations.
Sincethe partiesal so disagree asto thejoint and several liability of Wigan
to pay compensation, this point shall be addressed thereafter (c).

The Validity of the DRC's Decision

The Pand shall begin by determining whether the DRC breached any formai
and procedural requirements of the FI FA regulations andlor any mandatory
principles of Swisslaw of associations.

In that relation, the Panel findsthat Wigan rightiy invokes article 13.4 of
the FIFA Rules Gover ning the Procedures of the Players’ Satus Committee
and the Dispute Resolution Chamber (the“ FIFA Rules"), which provides
that decisions of the DRC must contain “... reasons for its findings’ .

The relevance and importance of article 13.4 is confilmed by severa
mandatory principlesof Swisslaw that limit the regulatory and decisional
freedom of an assaciation in order to protect itsmembers. Onesuch principle
is that an association must correctly apply its own regulations, another
being that its regulations must be applied and its decisions made in a
predictable and cogni sable manner, notably to ensure equality of treatment
and due process.

The Panel findsthat in this case the DRC hasfailed to meet the requirements
of article 13.4 of the FIFA Rules, since although the DRC decision does
discusssomeof thecriteriolisted in article 17 of the FIFA Status Regulations
for determining the level of compensation owed, inthefinal analysisitis
impossibleto understand from reading the decision what weight was given
to what criterio in determining the quantum, i.e. thereis no indication of
the method and figures used by the DRC to arrive at the amount of
£625,000, or in other words what the figure consists of.

For the above reasons, the Panel finds that the DRC'sdecisionisinvalid
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102.

b)

103.

104.

105.

for having failed to meet the formai requirements laid down in the FIFA
regulations.

Therefore and given the prayers of ali three partiesthat the Panel directly
renders a new decision, as well as the Panel’s authority to do so in
accordance with art. R57 of the CAS Code, the Panel shall issue a new
decision and now turnsto the determination of the level of compensation
to be awarded on the basis of article 17 of the FIFA Status Regulations.

Level of Compensation Owed by Hearts

In determining thelevel of compensation owned, the Panel shall begin, as
apreliminary matter, by (i) listing a certain number of undisputed facts,
and (ii) exmmining the disputed existence of any aggravating factorsand
contributory negligence. The Pand shall then (iii) turnto theinterpretation
and application of article 17 of the FIFA Status Regulations.

Undisputed Facts

The Panel notes that the following circumstances relating to the issue of
compensation are undisputed:

— Althoughthe Player initially purported to terminate his contract by
relying onjust cause, hefinally renounced such approach, retracted
hisinitial noticeand unilaterally terminated hisemployment contract
without cause asdefinedin article 17 of the FIFA Status Regul ations.

—  Consequently, the only matter to assessisone of compensation and
article 17 of the FIFA Status Regulations appliesin that respect.

— The rounded-off figure of £150,000 is accepted by all parties as
the residual value of the Player’s employment contract remaining
after itstermination (this figure was agreed at the hearing).

Existence of Aggravating Factorsor Contributory Negligence

With respect to the reasons which led to the unilateral termination, Hearts
is contending in essence that it was a matter of greed on the Player’s part
who, knowing the end of his contract was approaching, unfairly refused to
negotiate afurther prolongation of hisemployment contract despite having
received severa offersfrom Hearts, and then made a deliberate attempt to
circumvent the requirement of a transfer fee. Hearts views this as an
aggravating factor.
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106.

107.

108.

109.

110.

111

112.

The Player is essentially arguing the contrary, i.e. that due to the not-too-
distant prospect of the end of his employment contract and the likely fast-
diminishing value of histransfer value beyond the upcoming 2006 Summer
transfer window, Hearts attempted to pressure him finto signing a new
contract with Hearts on terms that suited the Club.

According to the Player, this pressure was applied by the President of the
Club, Mr. Romanov, inappropriately giving instructions to the managers
not to select himfor certain games despite the Player being willing and able
to play and having been consistently aleading and respected member of the
team.

The Player confirmed at the hearing that perception of the reasonsfor his
non-selection led to abreakdown in his confidencein the Club’sintentions,
which was increased by disparaging comments being made in the media,
attributed to Mr. Romanov, about the Player’s commitment to Hearts and
about the role of his parents behind the scene. It isin this context that he
ultimately decided to terminate his contract, without having had any contacts
or offersfrom Wigan or any other clubs beforehand.

To the extend he is required to pay compensation to the Club, the Player
contends that the above circumstances constitute a form of contributory
negligence on the part of Heartsthat should have the effect of diminishing
any amount of compensation allowed.

Although the Panel isnot convinced that the concept of aggravating factors
or of contributory negligence are legaly relevant or applicable to the
calculation of compensation under the criteriaof article 17 (1) of the PMA
Status Regulations, the legai question can be left open because the Panel
findsthereisno sufficient evidence that either party (Hearts or the Player)
in fact had intentions or misbehaved in their attitude with regard to each
other; whatever may have been the contrary perception of each. Neither is
thereany evidencethat Wigan or any other clubintervenedintherelationship
between Hearts and the Player in amanner which would sour it, or incited
the Player to leave Hearts by means of an offer prior to the Player’ snotice
of termination.

Rather it would appear that through an unfortunate combination of
circumstances, probably fuelled in part by alack of direct communication
between Mr Romanov and the Player, the rel ationship of confidence between
Hearts and the Player gradually broke down.

Having carefully listened to the Player as well as severa of the Club’s
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113.

114.

115.

116.

managers and bearing in mind the other evidence on record, the Panel is
convinced that the Player’s confidence in the Club and desire to continue
playing for the Club was broken; his sensitivity to the fact of not being
selected for certain games and to various statements in the mediain all
likelihood being exacerbated by asentimental attachment to aclubinwhich
he began his professional career as ayoung player and in which he was
originally recognized as a player upon whose motivation the club could
confidently count.

At the sametime, given the redlities of the transfer market combined with
the Player’sincontestabl e right to leave the Club free of charge at the end
of his contract, the Panel finds it is more likely than not that Hearts felt
under some pressure to secure a new contract with the Player, in order to
leave time to place him on the 2006 Summer transfer list if such contract
was not signed. Indeed, the manager and expertswho testified on the subject
were unanimousin declaring that with 18 months|eft to run on the contract,
the Player’s value on the market would rapidly decline, if not becomein
practice extinguished, after the Summer transfer period.

For the above reasons, whether or not the question islegally relevant, the
Panel does not find that any aggravating factors on part of the Player or
contributory negligence on part of the Club have been clearly established.
Accordingly, the Panel will take account of neither in determining thelevel
of compensation owed to Hearts in application of article 17 of the FIFA
Status Regulations.

The Interpretation and Application of Article 17 of the FIFA Status
Regulations

In keeping with the practice under Swisslaw relating to theinterpretation of
the bylaws of an association, the Panel shall haveregard first for thewording
of article 17, i.e. itsliteral meaning, and if thisis unclear shall have regard
totheprovision’sinternai logic, itsrelationship with other provisionsof the
FIFA Status Regulationsaswell asits purpose reveal ed by the history of its
adoption.

As a starting point, it is noteworthy that according to the first sentence of
article 17, in case of unilateral termination without cause: “ In all cases, the
party in breach shall pay compensation”. This comes as a logical
consequence of article 13 of the FIFA Status Regulations which underlines
the principle pacta sunt servanda, by stating “ A contract between a
Professional and a club may only be terminated on expiry of the term of
contract or by mutual agreement” ; such provision being further reinforced
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117.

118.

119.

120.

121.

122.

by article 16 whereby “ A contract cannot be unilaterally terminated during
the course of a Season” .

In other words, article 17 is not a provision that allows a club or a Player
unilaterally to terminate an employment contract without cause. On the
contrary, within the framework of section |V of the FIFA Status Regulations
— entitled “ Maintenance of Contractual Sabili ty Between Professionals
and Clubs’ and covering articles 13-18, any such termination is clearly
deemed a breach of contract.

Thus, unilateral termination must be viewed as a breach of contract even
outsidethe Protected Period and the position expressed by the Player’s counsel
in his closing arguments that no compensation at all should be due is not
sustainable; the only possible question in this case being how much is due
under the system designed by article 17 to deal with the consequences of
unilateral termination without cause.

A second preliminary point is that according to the wording of its first
paragraph article 17 is not intended to deal directly with Training
Compensation — such compensation being specially regulated in detail by
other provisions of the FIFA Status Regulations.

The Pand finds therefore that in determining the level of compensation
payableto Heartsunder article 17 of the FIFA Status Regulationsasaresult
of the Player’s unilateral termination without cause, the amounts having
beeninvested by the Club in training and devel oping the Player areirrelevant,
i.e. arenot factorsthat comeinto consideration under article 17. Consequently,
the Panel disagrees with Heart's submission that among the relevant
circumstancesin cal culating compensation for unilateral termination under
article 17 “... isthe sporting and financial investment Hearts has made in
training and devel oping the Player during the last 5 years' .

A third preliminary point is that article 17 gives primacy to the parties
contractual agreement in terms of stipulating types and amounts of
compensation, since according to article 17(1) the criteria for calculating
compensation only apply if not “... otherwise provided for in the contract”
and article 17(2) provides that the amount of compensation “... may be
stipulated in the contract or agreed between the parties’ .

Inthe present case, the partieshave not invoked any provisionsof the Player’s
employment contract with respect to the assessment of the level of
compensation, except Hearts' referenceto clause 21 of the contract, whereby
“The Club may offer the Player a further period of engagement under the
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123.

124.

125.

126.

127.

128.

Rules of The Scottish Premier League and the Player shall not be registered
for any other club without payment of a,compensation fee (fixed in manner
provided by the Rules of The Scottish Premier League) by that other club
to the club which previously held the Player’s Scottish Premier League
registration if and so long asthe Club has offered to engage the Player on
terms which are in the opinion of the Board not less favourable in all
monetary respects that those applicable hereunder” .

However, Heartshas neither indicated therelevance of clause 21 with respect
to the specific case of compensation for unilateral termination without cause
nor established any amount of compensation that would allegedly be owed
according to such clause. Instead, Hearts has chosen to invoke compensation
criteriait deemsrelevant in application of the Status Regul ations and Scottish
law and has based its cal culations thereon. In addition, Hearts' foregoing
referenceto clause 21 of the employment contract is partly contradictory to
itswritten submission that the contract did not provide for any assessment
of compensation in the event of breach by either party.

For the above reasons, the Panel finds that Hearts has failed to allege or
provethat any amount of compensation for unilateral termination or criteria
for calculating it is contractually specified in the Player’s employment
contract.

Having dealt with the foregoing preliminary points, the Panel shall now
analysethefactorsto betaken into consideration according to thewording
of article 17 of the FIFA Status Regulations when determining the level of
compensation. Article 17(1) refersto three categories of factor, which the
Panel shall examineinturn: thelaw of the country concerned, the specificity
of sport and any other objective criteria (followed by alist of examples).

With respect to the law of the country concemed and as indicated earlier,
the Panel considersthat it is Scottish law but that the Panel hasthe discretion
to decide whether or not any provisions of Scottish law should be appliedin
determining thelevel of compensation.

The Panel findsthere are several reasons not to apply the rules of Scottish
law invoked by Hearts.

Onereasonisthat Heartsisrelying on generai rulesand principlesof Scottish
law on damages for breach of contract, i.e. on provisions of Scottish law
that are neither specific to the termination of employment contracts nor to
sport or football, whilearticle 17 of the FIFA Status Regul ationswas adopted
precisely with the goal of finding in particular special solutions for the
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determination of compensation payable by football playersand clubswho
unilaterally terminate their contracts without cause. In other words, it is
important to bear in mind that it isbecause employment contractsfor football
playersareatypical, i.e. requirethat the particul arities of thefootball labour
market and the organization of the sport be accounted for, that article 17
was adopted. At the sometime, footballers' contracts remain more akin to
employment contracts (and are generally characterized as such under national
laws), than to some form of commercial contract to which generai ruleson
damage are applicable.

The Panel therefore sees no reason to renounce application of the specific
solutionsand criterialaid downin article 17 of the FIFA Status Regulations
in favour of general rules on contract damages. On the contrary, the fact
that several of the applicable choice-of-law rules (article 6082 of the FIFA
Statutes and art. R58 of the CAS Code) underline the primary application
of theregulations chosen by the parties, that article 17(1) itself refersto the
specificity of sport and that it isin the interest of football that solutionsto
compensation be based on uniform criteria rather than on provisions of
national law that may vary considerably from country to country, are all
factorsthat reinforce the Panel’sopinionthat inthiscaseit isnot appropriate
to apply the general principles of Scottish law on damages for breach of
contract invoked by Hearts.

Consequently, in determining the level of compensation, the Panel will not
rely on Scottish law.

With respect to the “ specificity of sport”, article 17(1) of the FIFA Status
Regulations stipulates that it shall be taken into consideration, without
however providing any indication asto the content of such concept.

In light of the history of article 17, the Panel finds that the specificity of
sportisareferenceto thegoal of finding particular solutionsfor thefootball
world which enabie those applying the provision to strike a reasonable
bal ance between the needs of contractual stability, onthe one hand, and the
needs of free movement of players, on the other hand, i.e. to find solutions
that foster the good of football by reconciling in afair manner the various
and sometimes contradictory interests of clubs and players.

Therefore the Panel shall bear that balancein mind when proceeding to an
examination of the other criteriafor compensation listed in article 17.

With regard to the other criteriafor determining compensation, article 17(1)
leavesasubstantial degree of discretion to the deciding authority to account
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for the circumstances of the case, since after stipulating that compensation
may be calculated on the basir of “ any otherobjective criteria” , it provides
that “ These criteria shall include, in particular, the remuneration and
other benefits dueto the player under the existing contract and/or the new
contract, the time remaining on the existing contract up to a maxi mum of
five years, the fees and expenses paid or incurred by the Former Club
(amortised over the term of the contract) and whether the breach falls
within a Protected Period” .

Inthat relationisit noteworthy that independently from the specificities of
agiven case, the criterialisted in article 17 need to cope with a number of
categoriesof cases, notably those where unilateral termination occursinside
the protected period as distinct from those where it occurs outside such
period and those cases where unilateral termination is by the Player as
distinct from those where termination is by the Club. It istherefore logical
that article 17(1) includes a broad range of criteria, many of which cannot
in good sense be combined, and some of which may be appropriateto apply
to one category of case and inappropriate to apply in ancther.

Furthermore, in seeking to balance appropriately theinterests of clubsand
playersfor the good of the game, it isnecessary to bear in mind that because
article 17 of the FIFA Status Regul ations appliesto the unilateral termination
of contracts botti by players and by clubs, the system of compensation
provided by article 17 must be interpreted and applied in amanner which
avoids favouring clubs over players or vice versa.

In the foregoing context, the Panel findsit appropriate to consider that the
clubs particular need for contract stability is specifically and adequately
addressed by means of the Protected Period and the provisions designed to
enforce it, which comprise the basic period of protection as defined in
paragraph 7 of the“ Definitions” contained in the FIFA Status Regulations,
the automatic renewal of that period upon the contract being extended (article
17(3), last sentence) and therel atively severe sanctionsthat can beimposed
in case of disrespect for the Protected Period (article 17(3)); such stability
being further enhanced for clubsand playersalike by article 16 of the FIFA
Status Regulations, which entirely prohibits unilateral termination during
the course of a Season.

The clubs' special interest having been recognized and protected in such
regulatory manner, the Panel finds that, beyond the Protected Period and
subject tothe parties’ contractual stipulations, compensation for unilateral
termination without cause should not be punitive or lead to enrichment and
should be calculated on the basis of criteria that tend to ensure clubs and
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players are put on equal footing in terms of the compensation they can
claim or arerequired to pay. In addition, itisin the interest of the football
world that the criteriaapplicablein agiven type of situation and therefore
the method of cal culation of the compensation be as predictable aspossible.

Accordingly, the Panel deemsthat in the present case the alleged estimated
value of the Player on the transfer market, upon which Heart'sisbasing its
main claim (£4 million), by alternatively claiming such amount aslost profit
or asthe replacement val ue of the Player, cannot come into consideration
when determining compensation on the basis of article 17(1) of the FIFA
Status Regulations because any such form of compensation wasclearly not
agreed upon contractually and to impose it by regulation would
simultaneously cause the Club to be enriched and be punitive visavisthe
Player.

Indeed, in this case he Player was initially purchased by the Club for an
amount of £75,000 whereasit istoday claiming amarket value of £4 million.
This means that independently from the question of amortization of the
initial purchase amount, that the Panel shall deal with below, the Club is
claimingto beentitled to aprofit of at least £3.9 million on the sole premise
that it trained and educated the Player.

Inany event, subject toit being validly agreed by an enforceable contract,
the Panel findsthereisno economic, moral or legal justification for aclub
to be able to claim the market value of a player aslost profit.

From an economic perspective therein no reason to believe that aplayer’s
value on the market owes moreto training by aclub thanto aplayer’sown
efforts, discipline and natural talent. An empirical study might even
demonstrate the contrary, i.e. that atalented and hardworking player tends
to fare well, stand out and succeed independently from the exact type of
training he receives, whereas an untalented and/or lazy player will be less
successful no matter what the environment. Also market value could stem
in part from charismaand personal marketing. In any case, itisclear that a
club cannot simply assume it isthe only source of success of aplayer and
thus claim his entire market value, particularly without bringing any proof
(whichwould bevery difficult) of itsparamount rolein the player’s success
leading to hismarket value. Inthiscase, Heartshave underlined the Player’s
success and alleged his market value but have brought no evidence that the
Club entirely or even predominantly generated the alleged market valuein
guestion through itstraining and education.

In addition from an economic and moral point of view, it would be difficult
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to assume a club could be deemed the source of appreciation in market
value of aplayer while never be deemed responsiblefor the depreciationin
value. Consequently, if the approach relied on by Hearts were followed,
players should be entitled to claim for example that they are owed
compensation for their alleged decrease in market value caused by such
matters as being kept on the bench for too long or having an incompetent
trainer, etc. Obviously, such asystem would be unworkable and would not
servethe good of the football.

From aregulatory standpoint, to allow clubs to claim the market value of
playersaslost profit under article 17 of the FIFA Status Regulationswould
not make sense and would amount to double counting, since, as mentioned
earlier, article 20 and annex already providefor asystem of compensation
to clubs for the training and education of players, and it is not by chance
that such compensation is not based on the player’s market value but on
demonstrable investment made and costsincurred by the club.

Moreover, sinceaclub’spossible entitlement to thetransfer or market value
of players is entirely absent from the criteria of compensation listed in
article 17(1) and thereisno reference to any such form of compensationin
favour of Heartsin the Player’s employment contract, to apply such criteria
and thereby imply it into the contract woul d contradict both the principle of
fairness and the principle of certainty.

Finally, because of the potentially high amounts of compensation involved,
giving clubsaregulatory right to the market value of playersand allowing
lost profitsto be claimed in such manner would in effect bring the system
partially back to the pre-Bosman dayswhen players' freedom of movement
was unduly hindered by transfer feesand their careersand well-being could
be seriously effected by them becoming pawnsin the hands of their clubs
and avector through which clubs coul d reap considerabl e benefits without
sharing the profit or taking corresponding risks. In view of thetext and the
history of article 17(1) of the FIFA Status Regulations, allowing any form
of compensation that could have such an effect would clearly be
anachronistic and legally unsound.

For the above reasons, the Panel finds that Hearts is not entitled to claim
any part of the Player’'s alleged market value as lost profit or on any other
ground and that as aresult its corresponding claim for £4 million must be
rejected.

Neither can Hearts claim the right to reimbursement of any portion of the
fee of £75,000 initially paid by it to purchase the Player from his former
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club, sinceaccording to the criterialaid downin article 17(1) in thisrespect,
which the Panel finds reasonable, that fee must be deemed amortised over
the term of the contract, and in this case the Player remained with the club
for alonger period intotal thantheinitially agreed fixed term of four years.

In addition, the Pandl isnot convinced that beyond the Protected Perioditis
admissible for a club to reclaim a portion of the engagement fee as
compensation for unilateral termination unless such form of compensation
is stipulated in the employment contract, since contractual fairnesswould
tend to require that upon accepting hisemployment aplayer befully aware
of the financial engagements he has undertaken and the way in which they
can affect his future movements. In other words, if a club expects an
engagement fee to be proportionately reimbursable beyond the Protected
Period — which is a matter that cannot be implied — there should be a
negotiation and ameeting of the minds on the subject.

Among the other criteria of compensation referred to in article 17(1), the
Panel considersthat the remuneration and benefits due to the Player under
his new contract is not the most appropriate criterion on which to rely in
casesinvolving unilateral termination by the Player beyond the Protected
Period, because rather than focusing on the content of the employment
contract which hasbeen breached, itislinked to the Player’sfuturefinancial
situation and is potentially punitive.

Instead the Panel finds it more appropriate to take account of the fact that
under afixed-term employment contract of this nature both parties (club
and player) have a similar interest and expectation that the term of the
contract will be respected, subject to termination by mutuai consent. Thus,
just as the Player would be entitled in principle to the outstanding
remuneration due until expiry of theterm of the contract in case of unilatera
termination by the club [subject it may be, to mitigation of loss], the club
should be entitled to receive an equivalent amount in case of termination by
the Player. This criterion allo has the advantage of indirectly accounting
for the value of the Player, sincethelevel of hisremuneration will normally
bear some correlation to hisvalue asaPlayer. ThusaPlayer receiving very
high remuneration (and thereby being able to expect high remunerationin
case of a change of club) will have a correspondingly high amount of
compensation to pay evenif heterminates hiscontract outside the Protected
Period, and the earlier such termination occurs the higher will be the total
amount of compensation owed.

For the above reasons, the Panel findsthat Heart’s claim of £330,524 based
on the difference between the value of the old and new contract must be
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rejected and that the most appropriate criteria of article 17(1) to apply in
determining the level of compensation owed to Hearts by the Player isthe
remuneration remaining due to the Player under the employment contact
upon itsdate of termination, which the partieshavereferred to asthe residua
value of the contract.

Consequently and because the parties have agreed that such residual value
represents an amount of £150,000, the Panel considerstheforegoing amount
to be due to Hearts as full compensation under article 17(1) of the FIFA
Status Regulations for the Player’s termination of his contract.

Having determined that Heartsisentitled to such amount asfair and adequate
compensation for the Player’s unilateral termination of his.employment
contract and sincethe criterialisted in article 17(1) are not designed to be
cumulative per se, the Panel sees no reason to award any other amount as
an additional head of damage.

For sake of good order, the Panel neverthel ess points out that with respect
toHeart’sclaim of £70,000 for alleged sporting and commerciai losses, the
Club has established neither the causality of the Player’s termination nor
the existence of the damage; and that with respect to Heart's claim for
£80,008.96 for costs linked to the proceeding in front of the DRC, thereis
no reason to award such amount because according to the DRC's practice
such proceedings do not give rise to awards of costs and because in any
event Heartshaslost the present appeal resulting from the DRC proceeding.

Finally, with respect to the amount of £150,000 being awarded, the Panel
considersthat it shall carry interest from thefirst day following the effective
termination of the contract, since within the logic of the system of
compensation instituted by article 17(1) such is the date when the
compensation became due. Because none of the parties have contested the
rate of interest of 5% used by the DRC, that rate shall apply from the date
inguestion.

According to the Player’s final letter of termination of 26 May 2006, the
notice of termination wasto take effect on 30 June 2006 giventhe Player’s
statement that he would not be honouring the last 12 months of his
employment contract. Thusinterest is awarded from 1 July 2006.

Several and Joint Liability of Wigan

Artide 17(2) of the FIFA Status Regulations stipul ates that:
“ Entitlement to compensation cannot be assigned to a third party. If a
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professional player is required to pay compensation, the Professional
and his New Club shall be jointly and severally liable for its payment.
The amount may be stipulated in the contract or agreed between the
parties’

Wigan contendsthat it should not be held jointly liable on the basis of the
foregoing provision because it took no part in inciting the Player to leave
Hearts and that it had not made him any offer or even made contact with
him at the time he decided to leave Hearts and gave the Club hisfinal notice
of termination.

Inlight of the evidence on record, the Panel has o reason to doubt Wigan's
assertion in thisrespect or therefore to conclude that Wigan had any causal
rolein the Player’s decision to terminate his contract with Hearts.

That said, according to its wording the application of article 17(2) is not
conditional on fault and Wigan offered no evidencethat article 17(2) should
be given any other meaning thanitsliteral sense.

Consequently, the Panel considerathat thejoint and several ligbility provided
under 17(2) must be deemed a form of strict liability, which is aimed at
avoiding any debate and difficulties of proof “regarding the possible
involvement of thenew clubin” aplayer’sdecisionto terminate hisformer
contract, and as better guaranteeing the payment of whatever amount of
compensation the player is required to pay to hisformer club on the basir
of article 17.

ThePanel findsthereforethat Wiganisjointly and severally liablewith the
Player for the payment of £150,000 in compensation to Hearts.

V. COSTS

164.

165.

Pursuant to article R64.4 of the Code, the Court Office shall, upon
conclusion of the proceedings, determine the final amount of the costs of
the arbitration, which shall include the CAS Court Office fee, the costs
and fees of the arbitrators computed in accordance with the CASfeescale,
the contribution towards the costs and expenses of the CAS, and the costs
of witnesses, experts and interpreters. In accordance with the consistent
practice of CAS, the award states only how these costs must be apportioned
between the parties. Such costs are later determined and notified to the
parties by separate communication from the Secretary General of CAS.

Considering that the absence of any indication provided inthe DRC decision
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asto the manner of calculation of the amount of compensation caused all
the partiesto remain in doubt as to the correctness of the decision and to
legitimately require aclarification by means of an appeal, the Panel finds
that the costs of the arbitration shall be shared equally between the parties,
i.e. that each party shall bear one third thereof.

For the same reasons, the Panel findsit fair that each party bearsits own
costs and expensesinespective of which party prevailed initsclaims.

ON THESE GROUNDS
The Court of Arbitration for Sport pronounces, jointly, with respect to the three
proceedings.

1. The appeaed decision of 4 April 2007 of the FIFA Dispute Resolution
Chamber is set aside.

2. MrAndrew Webster shall pay Heart of Midlothian an amount of £150,000
(one hundred and fifty thousand Pounds Sterling) as compensation, with
interest at 5% from 1 July 2006.

3. WiganAthletic FCisjointly and severally liable with Mr Andrew Webster
to pay Heart of Midlothian the amount of £150,000 (one hundred and fifty
thousand Pounds Sterling), with interest at 5% from 1 July 2006.

4.  Each party shall bear onethird of thetotal costs of the three proceedings, to
be determined and served on the parties by the CAS Court Office.

5.  Each party shall bear its own legai costs.

6. Anyand ali other prayersfor relief are dismissed.

Lausanne, 30 January 2008

THE COURT OF ARBITRATION FOR SPORT

Quentin Byrne-Sutton
President of the Panel

Jean-Jacques Bertrand Michael Beloff
Arbitrator Arbitrator



