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Foreword

FIFA President

DEAR MEMBERS OF THE INTERNATIONAL FOOTBALL FAMILY,

For an institution such as FIFA, success in business and
financial terms comes only if it works competently and
credibly on a sporting level. In FIFA's case, we must there-
fore consistently prove the central competence we have
in staging world football championships in various cate-
gories. Only if we do this, can we increase the revenue
we generate through the sale of the rights associated
with these events.

During the twelve months covered by this report, FIFA has
gained very good if not top marks in this respect. With
the Beach Soccer World Cup in Brazil in May and the
Club World Championship in Japan in December, we
organised two highly attractive competitions — one entire-
ly new, the other a new take on an event that had been

staged once before. In addition, the FIFA Confederations

Cup in Germany — coming a year before our grand festi-
val of football in 2006 - finally won recognition and
enjoyed an extremely positive response from the fans and
the media. By deciding to stage the Confederations Cup
on a quadrennial basis from now on, as a dress rehears-
al for the World Cup in the same country and a year
before the big event, the FIFA Executive Committee has
followed the right tack and the sporting value of the
event has increased significantly as a result.

The sporting successes | have already mentioned — which
were accompanied by the World Youth Championship in
the Netherlands and the U-17 World Championship in
Peru, our first ever competition to be played exclusively
on artificial turf — make FIFA the leading provider of the

prized product we call “association football”. Thanks to



a new approach, we have been able to seal marketing

rights contracts for 2007-2014 with significantly greater
returns than any we have signed before. The deals com-
pleted in 2005 with adidas, Sony, Hyundai, Coca-Cola
and Emirates can legitimately be seen as milestones in the
history of sports marketing.

The same can be said about our television contracts. By
marketing the European TV rights for the 2010 FIFA
World Cup™ individually in five key countries (France,
Germany, ltaly, Spain and the United Kingdom) and
assigning the European Broadcasting Union (EBU) a pack-
age for the remainder of the continent, FIFA has set a
clear precedent and managed almost to double the
amount generated from the same rights for the 2006

World Cup. The market has reacted to our new proce-

dure by underlining that FIFA, its flagship event — the FIFA
World Cup™ — and football in general have reinforced
their coveted position in the international sporting rights
world.

FIFA has thus fulfilled its goal to secure its economic
future in the long term. We can now remain focused on
translating our financial success into sporting progress
and prosperity by means of even more extensive devel-
opment work at grass roots level, and ultimately by mak-
ing the game better, taking it to the world and making

the world a better place.

Cdal

Joseph S. Blatter
FIFA President



Foreword

Chairman of the Finance Committee

DEAR SIR OR MADAM,

In financial terms, 2005 — the third year of the 2003-2006
World Cup cycle —was yet another success for FIFA. With
a surplus of CHF 214 million, the world governing body
recorded its best ever result. As a consequence, FIFA now
has equity totalling CHF 461 million. FIFA has therefore
reached its stated aim of creating reserves of around
CHF 450 million by the end of the current four-year peri-
od twelve months ahead of schedule. We now have a
revised equity target of CHF 500 million or, expressed in
our future accounting currency, USD 400 million.

There are countless reasons for these pleasing figures. On
one hand, the standing committees, supported by the
FIFA administration, have once more fully respected the
budget constraints laid down by the Congress. On the
other hand, we have also been fortunate to profit from

the favourable development of the exchange rate

between the US dollar and the Swiss franc, the currency
currently used for FIFA's accounts. However, this is pri-
marily a change on paper and cannot be considered to
be profit as such. Such incalculable fluctuations will be
minimised starting from FIFA's next four-year cycle when,
as we have already confirmed, our balance sheet and our
income statement will be expressed in US dollars.

This positive development and the comfortable situation
in terms of liquidity made it possible for FIFA to pay out
CHF 1 million to each of the 32 teams that have qualified
for the 2006 FIFA World Cup™ finals before the end of
2005 so as to cover their preparation costs. In addition,
each association will receive CHF 2 million for each match
it plays in the group phase of the competition and is
therefore guaranteed to receive income of at least CHF 7

million. In total, CHF 300 million will be paid out to the



i
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teams in prize money, with the association whose team
wins the 2006 FIFA World Cup Germany™ taking home
an impressive CHF 24.5 million.

We already have equally positive signs for the coming
2007-2010 and 2011-2014 periods. The commercialisa-
tion of the World Cup has been extremely successful and
revenue from marketing and television rights for the
event has increased considerably. This is reflected in the
budget projection for the coming four-year period, with
revenue totalling USD 3.0 billion, of which USD 2.55 bil-
lion will be re-invested in the game of football through
financial assistance for the associations, competition-
related costs and other expenses. As is the case in the
current cycle, a quarter of the outgoings will once again
be devoted to development activities, while 44% will be

used to finance FIFA competitions and thus flow directly

i

back into the game. The Finance Committee has recom-
mended that USD 450 million, in other words, 15% of
the total estimated revenue, be put to one side to
strengthen FIFA's equity further.

On behalf of the FIFA Finance Committee, | wish to thank
you for your support and trust. | am presenting you with
this report in the hope that you will read it carefully and
| am looking forward to hearing your comments at the

56™ Congress in Munich (Germany) on 7-8 June 2006.

Julio H. Grondona

Chairman of the Finance Committee



Foreword

Chairman of the Internal Audit Committee

DEAR SIR OR MADAM,

Once again, |, as the chairman of the FIFA Internal Audit
Committee, have the privilege to report on the work car-
ried out by this body and on the results of the internal
audit conducted on FIFA's finances.

As you can see from the audit report for 2005, KPMG
found no cause for concern during its audit. | consider
this positive conclusion to be yet another indication of
the high standards that FIFA insists upon in terms of
accounting practices and financial transparency.

In addition to corroborating the accounts, the Internal

Audit Committee also took time to monitor levels of

compliance with the Organisational Rules and Regula-
tions that FIFA introduced on 1 January 2004. In doing
so, we ascertained that the FIFA administration has
observed its duties to the very letter. In line with a pro-
posal made by our committee, the contents of these reg-
ulations have now been passed on to the member asso-
ciations for adoption so that our sport can benefit at
every level.

FIFA is nonetheless not resting on its laurels. Instead, the
governing body is striving to raise the bar even higher. In

order to meet the ever-increasing demands of Interna-



tional Financial Reporting Standards and compliance reg-

ulations, a new Consolidation and Compliance depart-
ment is being set up within the FIFA Finance Division. The
financial success borne out by rapidly increasing revenue
dictates that FIFA employs the appropriate tools and con-
trol mechanisms to ensure that these funds are handled
in a responsible, competent and focused way.

Finally, | wish to thank you once again for the trust and
support you have extended to our committee. You may

rest assured that my colleagues and | will continue to do

our utmost to work to the best of our knowledge and

fulfil our responsibilities to your complete satisfaction.

)ﬁwwp e

Dr Franco Carraro

Chairman of the Internal Audit Committee
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In 2005, FIFA registered total revenue of CHF 874
million according to IFRS, total expenses of
CHF 660 million and obtained a net result of
CHF 214 million.

The budget comparison shows that, in 2005, FIFA
exceeded its cash-in target by CHF 56 million
(effective cash-in of CHF 649 million; budget of
CHF 593 million) and was below its cash-out tar-
get by CHF 32 million (effective cash-out of
CHF 437 million; budget of CHF 469 million).

The higher cash-in is due to the accelerated col-
lection of revenue but does not impact on the
four-year result. The lower cash-out represents
effective cost savings.

FIFA's equity in the opening balance sheet as of 1
January 2003 according to IFRS amounted to
CHF -15 million and increased to CHF 94 million
as at 31 December 2003. One year later, FIFA's
equity amounted to CHF 238 million (31 Decem-
ber 2004). Currently, FIFA's equity amounts to
CHF 461 million (31 December 2005). By the end
of 2006, equity in excess of CHF 500 million (i.e.
USD 400 million) is expected.

Facts & Figures 2005

Overview

Overview

This page provides an overview of the facts and figures
for the entire 2003-2006 period and especially the year
2005. It includes the

— income statements according to IFRS for the
years 2003 to 2005

— budget comparison which compares effective
cash-in and cash-out for 2003, 2004 and 2005
with the respective budgets as approved by the
FIFA Congress (FIFA draws up and monitors its
annual budgets on a cash basis)

— equity development according to IFRS for the
years 2003 to 2005 and the forecast for 2006.

From a financial perspective, the year 2005 was a very
successful one. The following three key conclusions
can be drawn:

(1) For 2005, FIFA recorded a positive result of
CHF 214 million. The positive development of the
US dollar in relation to the Swiss franc during the
year 2005 contributed to this result.

(2) For 2005, FIFA reached its budget targets on
both the revenue and expense side.

(3) FIFA's equity as at 31 December 2005 amounts to
CHF 461 million.

15
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INCOME STATEMENT 2005
CHF MILLION
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INCOME STATEMENT 2005

Result

CHF MILLION

Revenue 874
e Event-related revenue 752
e Other operating income 36
e Financial income 86
Expenses 660
e Event-related expenses 336
¢ Development-related expenses 139
o Other operating expenses* 175
e Financial expenses 10
Result 214

* Including expenses for personnel, transportation, travel and accommodation, IT,
depreciation and amortisation (shown separately in the Consolidated Income Statement, p. 59)



For the period from 1 January to 31 December
2005, FIFA registered total revenue of CHF 874
million and total expenses of CHF 660 million.
This led to a positive net result of CHF 214 mil-
lion.

FIFA's income statement shows the following
structure on the revenue side: event-related rev-
enue, other operating income, and financial
income. On the expenses side: event-related
expenses, development-related expenses, other
operating expenses and financial expenses.

This structure reflects FIFA's main objective, which
is to organise international competitions and to
improve and promote the game of football con-
stantly through youth and development pro-
grammes.

Facts & Figures 2005

Income statement

Income statement for 2005

As of 2005, all listed companies in the European Union
have been obliged to apply International Financial
Reporting Standards (IFRS) in their financial statements.
Although FIFA is not a listed company, its financial
statements have been prepared in accordance with
IFRS since 2003.

This chapter provides an overview of the key financial
figures for 2005. The detailed financial statements for
2005 can be found in the annexe of this report on
pages 56-105.

Based on a decision taken by the 2003 FIFA Congress
in Doha, renowned international audit company KPMG
is auditing FIFA's annual financial statements for the
2003-2006 financial period. KPMG's report for the year
2005 can be found in the annexe on page 107. The
report by the Internal Audit Committee is on page 109.

For the year 2005, FIFA's net result is positive and
amounts to CHF 214 million.

17
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REVENUE 2005

CHF MILLION
100% = CHF 874 million
Financial income Event-related revenue
e Foreign exchange effects 70 ! ¢ TV broadcasting rights
® Interest 14 - 2006 FIFA World Cup ™ 423
* Investments 2 - Additional FIFA Events 12
* Marketing rights 193
Total 86 ¢ Hospitality rights 65
e Licensing rights 14
Other operating income e Other 45
e Brand licensing 21
® Quality concept 6 Total 752
* Fines 4
¢ Other (e.g. rental income, 5
sale of film)
Total 36

Official Partners of the 2006 FIFA World Cup Germany™

“GilleHe ] & rYunoi] = wastercara 'PHILIPS [RCTRITTY

EXPENSES 2005

CHF MILLION 100% = CHF 660 million

Financial expenses Event-related expenses

® Interest 10 ' e Contributions to teams/participants 74

 Foreign exchange effects 0 e Contributions to LOC 73

 Derivatives 0 e Compensation for teams/participants 45
* Rights protection/delivery 6

Total 10 e Other (e.g. computer solution, 62

insurance)

Other operating expenses * Accrued expenses 76

* Personnel costs 61

« Transportation, travel, 22 Total 336

accommodation

« Event consultancy 15 De_velopment.-related expenses

« Legal consultancy 12 e Financial Assistance Programme 79

e External services 9 ¢ Confederations 23

* New Media 6 * Goal 25

oIT 6 ¢ Other (e.g. courses) 12

e Depreciation 5

* Rent of property 4 Total 139

e Other (e.qg. offices, 35

telecommunications, certification)

Total 175



Of the total revenue recorded in 2005, amount-
ing to CHF 874 million, CHF 752 million (86%)
came from FIFA events. The lion’s share of this
amount is attributable to the 2006 FIFA World
Cup Germany™ and was mainly generated
through the commercialisation of TV broadcast-
ing rights (CHF 435 million) and marketing rights
(CHF 193 million). Other operating income
totalled CHF 36 million (4%) and financial income
amounted to CHF 86 million (10%). The relative-
ly high financial income is due to the fact that the
USD/CHF exchange rate increased in 2005 lead-
ing to a higher book value of FIFA's USD assets.
However, this appreciation does not reflect
realised currency gains. From 2007 onwards, the
impact of the USD will be minimised given that
FIFA will change its balance sheet currency from
CHF to USD.

On the expenditure side, CHF 336 million (51%)
of the overall expenses of CHF 660 million for the
year 2005 were assigned to FIFA events. This
included contributions to teams and participants
and local organising committees. The accrued
expenses of CHF 76 million within the event-
related expenses was linked to costs incurred in
2005 but not representing effective cash-out.
CHF 139 million or 21% of the expenses related
to FIFA development programmes (e.g. Goal and
the Financial Assistance Programme). This repre-
sented a total of 72% of the overall expenses for
FIFA events and development. Other operating
expenses of CHF 175 million (26%) included, for
example, personnel costs. Financial expenses
amounted to CHF 10 million (2%) and mainly
consisted of interest effects.

Facts & Figures 2005

Income statement

Revenue and expenses
for 2005

FIFA's revenue and expenses in the year 2005 were
determined to a considerable extent by FIFA events,
and in particular by the 2006 FIFA World Cup Ger-
many™.

Revenue and expenses directly related to the FIFA
World Cup™ are recognised in the income statement
using the "percentage-of-completion” method
according to IFRS. This means that they are listed by
reference to the stage of completion of the event as at
the balance sheet date. The stage of completion of the
2006 FIFA World Cup Germany™ is assessed evenly
over the four-year 2003 to 2006 period. The applica-
tion of the percentage-of-completion method requires
that revenue and expenses be estimated reliably.

For Additional FIFA Events, revenue and expenses
are listed in the income statement when the event
takes place.

Expenses for development programmes such as the
Financial Assistance Programme (FAP) or Goal are
recorded on a straight-line basis over the project
period.
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BALANCE SHEET AS AT 31 DECEMBER 2005

CHF MILLION

ASSETS

1,440

EQUITY DEVELOPMENT

CHF MILLION

LIABILITIES AND EQUITY

1,440

2500

A

(USD 400)

6
©

4
4

151

~ -

31 Dec 2002
Cash method
(audited)

31 Dec 2005
IFRS (audited)

31 Dec 2004
IFRS (audited)

Change

31 Dec 2006
IFRS (forecast)



FIFA's current assets consist of CHF 680 million
cash and cash equivalents. Receivables amount to
CHF 114 million, prepaid expenses and accrued
income to CHF 158 million.

Within the non-current assets, FIFA's property,
plant and equipment are valued at a total of
CHF 245 million, intangible assets at CHF 5 mil-
lion and financial assets at CHF 238 million.

Under current and non-current liabilities, both
“interest-bearing liabilities” items, which total
CHF 102 million, include the securitisation trans-
action of CHF 65 million. Under IFRS, securitisa-
tion is considered as a financing transaction, more
specifically, as a loan to third party investors.

FIFA's equity as at 31 December 2002, based on
the cash-method of accounting, amounted to
CHF 151 million. With the introduction of IFRS,
several restatement effects had to be considered.
As at 31 December 2004, FIFA's equity amounted
to CHF 238 million. Based on the positive 2005
result of CHF 214 million and a change in the
hedging reserves of CHF 9 million, the equity as
at 31 December 2005 amounted to CHF 461 mil-
lion. By the end of 2006, equity in excess of
CHF 500 million (i.e. USD 400 million) is expect-
ed.

Facts & Figures 2005

Balance sheet

Balance sheet
and equity development

FIFA's balance sheet as at 31 December 2005
totalled CHF 1,440 million, including current assets
of CHF 952 million and non-current assets of CHF 488
million. FIFA's current liabilities amount to CHF 954 mil-
lion and non-current liabilities to CHF 25 million. This
led to equity of CHF 461 million as at 31 December
2005. Equity will continue to increase over the remain-
der of the four-year period with the target being to
pass CHF 500 million (USD 400 million) by December
2006.

21
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REVENUE 2005: COMPONENTS
CHF MILLION
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REVENUE 2005: BUDGET COMPARISON
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The total revenue generated in 2005, amounting
to CHF 874 million, can be divided into a cash-in
component of CHF 649 million and accrued rev-
enue of CHF 225 million.

The FIFA Congress approved a revenue cash
budget of CHF 593 million for 2005. With an
effective cash-in component of CHF 649 million,
this budget was surpassed by CHF 56 million
(9%). It is important to note that this positive
deviation is mainly due to accelerated TV rights
payments leading to an earlier collection of bud-
geted revenue. However, this acceleration does
not have an impact on the overall result for the
2003-2006 period.

Facts & Figures 2005

Budget comparison

Analysis of revenue for 2005

Following the changeover to IFRS, it is important to
note that not all of the revenue generated in 2005
represented effective cash-in for FIFA. The total recog-
nised revenue has to be separated into a cash-in
component and an accrued component. The latter
is due to the application of the percentage-of-com-
pletion method according to IFRS.

The annual budgets that are submitted to the FIFA
Congress for approval every year are cash budgets. A
budget deviation analysis therefore needs to be based
on a comparison between the approved cash budget
and the above-mentioned cash component of the
actual figures.

A budget deviation analysis for 2005 shows that the

revenue budget approved by the FIFA Congress was
surpassed by CHF 56 million.
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EXPENSES 2005: COMPONENTS
CHF MILLION

150

100

Total expenses
(IFRS)

Accrued
expenses

Cash-out
component
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The total expenses incurred in 2005, amounting
to CHF 660 million, can be divided into a cash-
out component of CHF 437 million and accrued
expenses of CHF 223 million.

The FIFA Congress approved an expense cash
budget of CHF 469 million for 2005. With effec-
tive cash-out of CHF 437 million, the expenses
incurred were under the budget by CHF 32 mil-
lion (7%). This positive deviation is due to cost
savings that were achieved in 2005.

Facts & Figures 2005

Budget comparison

Analysis of expenses for
2005

The principle described on page 23 of this report for
revenue also applies to expenses. This means that not
all of the total expenses incurred in 2005 represented
effective cash-out for FIFA. The total expenses need to
be separated into a cash-out component and an
accrued component.

A budget deviation analysis for 2005 shows that the

effective cash-out was CHF 32 million lower than
the expense budget approved by the FIFA Congress.
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Facts & Figures 2005

Highlights 2005

Additional FIFA Events

EB-B The kick-off of a successful tournament that pro- In June 2005, Brazil emerged as the winners of the
duced countless thrilling match-ups and stunning

| FIFA Confederations Cup in Germany. A year
goals.

before the kick-off of the 2006 FIFA World Cup™, the
Brazilians gave themselves a great boost with some
compelling performances en route to the title. A mas-
terful 4-1 victory over fierce South American rivals
Argentina blew away any doubts that the Selecdo are
hot favourites to retain their FIFA World Cup™ title in
2006.

Seven of the eight teams that took part in the tourna-
ment also figure in the field for this year’s World Cup.
In addition to hosts Germany, Argentina, Australia,
Brazil, Japan, Mexico and Tunisia have all qualified.
European champions Greece are the notable absen-
tees, after failing to follow up EURO 2004 glory with
World Cup qualification.
EA-EB Master craftsmen at work: Brazil recorded a

famous victory in last year's FIFA Confederations The fans made sure that there was a festive World Cup

Cup, a thrilling competition from start to finish. atmosphere in the stadiums during last year’s tourna-
ment, turning the festival of champions into a huge
celebration of football and making the World Cup slo-
gan "A time to make friends” a genuine reality. In
total, 575,000 spectators attended the 16 matches in
Cologne, Frankfurt, Hanover, Leipzig and Nuremberg.
They were rewarded with 56 goals overall, beating the
previous record from the 1999 FIFA Confederations
Cup in Mexico by a single strike.

Whether taking part or watching, everyone agreed

that the FIFA Confederations Cup Germany 2005 had
given them a thirst for more. Roll on the World Cup.
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